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Portugal is an attractive destination for investment,
offering unique competitive advantages.
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CORRECTION OF STRUCTURAL IMBALANCES

EXTERNAL AND FISCAL BALANCES

Portugal already records an external balance surplus and has been reducing the fiscal deficit.

Improving from an
external deficit
(current and capital
account) of 10.9% in
2008 to a positive
balance of more than
2% of GDP.

The budget deficit
is estimated to have
reached around 3%
of GDP in 20151.

E Estimate.

F Forecast.

1 Excluding the resolution of Banif (the impact on 2015 budget deficit will have been
equivalent to over 1 percentage point of GDP).

Sources: Portuguese Government, INE, Bank of Portugal, European Commission, AICEP.
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CORRECTION OF STRUCTURAL IMBALANCES

FISCAL CONSOLIDATION

Public expenditure has been declining and the structural fiscal balance' improving.

Public expenditure, 2010-2014
(EUR billion, Percentage of GDP)
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E Estimate.

1. Fiscal balance adjusted for cyclical and other short-term effects, a key concept of the European
Fiscal Treaty, in force since the beginning of 2014.

Sources: Portuguese Government, INE, Bank of Portugal, European Commission, AICEP.
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STRUCTURAL REFORMS

TO IMPROVE COMPETITIVENESS

Regulation and supervision
of the financial sector

Fiscal structure and Public
Measures Administration

Health

Education
Around 500 measures

implemented since 2011. Labour Market Goods and services market

Rental Market Tax Policy

Justice Competition

Sources: Portuguese Government, AICEP. CORRECTION OF STRUCTURAL IMBALANCES AND STRUCTURAL REFORMS + 5/33



STRUCTURAL REFORMS

LABOUR MARKET
a

Portugal converged STRONG MEASURES TO
to the OECD average, ENHANCE LABOUR FLEXIBILITY
regarding flexibility

of the labour market. - More working days.

- “Hours bank" system during
production peaks can be
negotiated directly with the
workers.

. Compensation for dismissal
has decreased.

. Reduction of overtime work costs.

LEICA

“(...) With their
outstanding expertise

in precision engineering,
our Portuguese colleagues
have made a considerable
contribution to Leica
Camera’s success story.”

Andreas Kaufmann, Chairman
of the Supervisory Board, Leica AG.

Sources: OECD, AICEP. CORRECTION OF STRUCTURAL IMBALANCES AND STRUCTURAL REFORMS -+ 6/33



STRUCTURAL REFORMS

REGULATION

Portugal has been improving
its OECD overall Product
Market Regulation (PMR)
score, and is currently the
10th least restrictive

country

in the EU-28.

Source: OECD.
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STRUCTURAL REFORMS

PRIVATIZATIONS

The programme has been successfully implemented.

MAIN INVESTORS STAKES SOLD AMOUNT IN EUROS
@ PE=BR 21.35%, at a premium of 53.6% per share ~ EUR 2 693 million
A EREALE
REN x‘;‘,%% STATE GRID 40%, at a premium of 33.6% per share EUR 593 million
Rt s ecres 0:: 11%, at a discount of 6.3% per share EUR 157 million

EUR 1 127 million for the shares +
2N VINCI f‘o 100% EUR 1 200 million for the concession fee +
EUR 753 million of pre-existing debt

7& 100% EUR 910 million
- - 80% of Fidelidade, Caixa Poupanca, -
FIDELIDADE OSUNES
JELIaN = Multicare and Cares EUR 1 000 million
@ 1% for GALP EUR 101 million
7 HPP sacde Amil HPP (CGD Health) EUR 85.6 million Revenues of around
; EUR 9 billion, above
& 100% EUR 149.9 million initial expectations
CPCARGA o 100% EUR 53 million of EUR 5 billion.
f P atlantic gateway

Sources: Portuguese Government, AICEP. CORRECTION OF STRUCTURAL IMBALANCES AND STRUCTURAL REFORMS - 8/33
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COMPETITIVENESS

PORTUGAL HAS BEEN IMPROVING
ITS COMPETITIVENESS

Portugal has been improving Evolution of Portugal’s position in the Evolution of Portugal’s position in the
. : : competitive ranking of the World competitive ranking of the Institute for
Itsicompetiveness: Accordlng Economic Forum (WEF), 2010-20152 Management Development (IMD),

to the World Economic Forum's 2010-20153

competitiveness ranking?,
Portugal is the 38" most

competitive country worldwide. o

According to the IMD’s w &

ranking?3, Portugal improved its 4
competitiveness for the 2" year

. L] th

in a row, becoming the 36 2010 2011 2012 2013 2014 2015 2010 2011 2012 2013 2014 2015

most competitive economy.

1. Portugal is more competitive than countries such as Italy or Poland.
2.In 2015, out of 140 countries.

3.In 2015, out of 61 countries.
Source: World Economic Forum, Institute for Management Development. IMPROVED COMPETITIVENESS, BUSINESS ENVIRONMENT AND ECONOMIC OUTLOOK « 10/37



BUSINESS ENVIRONMENT

BETTER BUSINESS ENVIRONMENT

Easy to do business in Portugal.

g &

According to Doing Our country ranks highly In Portugal, starting a
Business 2016 published  in some indicators: new business takes 2.5
by The World Bank, Portugal is, for example, days and 3 procedures.
Portugal is the 23 the 2nd country within To register a property
easiest country in the the EU-28 (13t among takes just 1 day and 1
world’ when it comes to 189 countries analyzed) process.

doing business. where it is simpler to

create a new company.

1. Portugal, the 11t most competitive country within the EU-28, has a better classification

than the Netherlands, France, Spain, Italy and Poland.
Source: World Bank. IMPROVED COMPETITIVENESS, BUSINESS ENVIRONMENT AND ECONOMIC OUTLOOK - 11/37



ECONOMIC OUTLOOK

ECONOMIC RECOVERY

Portugal returned to economic growth and unemployment has been decreasing.

GDP, Portugal, Euro Zone, 2010- 2015F GDP Forecasts, 2016 Unemployment, Portugal, Euro Zone,
(Percentage) (Percentage) 2010-2015F (Percentage)
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Sources: Portuguese Government, INE, Bank of Portugal, European Commission, AICEP. IMPROVED COMPETITIVENESS, BUSINESS ENVIRONMENT AND ECONOMIC OUTLOOK -« 12/33



ECONOMIC OUTLOOK

GROWTH DRIVERS

Exports have been increasing at a sustainable rate and Investment has been recovering.

ENCOURAGING Evolution of Portuguese exports (services and goods), Investment, Portugal 2010-2014
SIGNS SUSTAIN 1995-2015F (Percentage of GDP) (Percentage)
THIS EXPORTS o0 40.0
TREND . ot .

) . 30 26.8 5.5
1. An increasing number 51 34
of exporting companies; 20 o , , ,

. 10 2010§, 2011 2012 20 2014

2. Increasing 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 -5 1
diversification (more ]
s extr(a-EU Exports, Portugal, Euro Zone, 2010-2015E (Percentage) 10

fne)- 15 - -15 1
countries); 13 20 1 ~18.1
3. Improvement in the 10 1 _
country’s technological 93 ' _ 5.2
profile; °] 3.9 4.8 Portugal

3 - : e Portuga

4. World market share 0 ; ; - ; - ' = Euro Zone
gains 2010 2011 2012 2013 2014 2015
E Estimate.

Sources: Portuguese Government, INE, Bank of Portugal, European Commission, AICEP. IMPROVED COMPETITIVENESS, BUSINESS ENVIRONMENT AND ECONOMIC OUTLOOK -« 13/33
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%& : worldwide markets.
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BETTER
TECHNOLOGY ..

Portugal is a Top Country in providing @ According to United Nations

technological services. “e-Government survey 2014”, Portugal
ranks #37 among 193 countries in

e-Government Development Index.
TELECOM

Percentage of fiber connections in total
broadband: 18.1% in Dec 2013 (above OECD ELECTRONIC PAYMENTS

average 16.7%). Ranks 71" among EU-28 countries.
Portugal is a leading country in

performing operations through ATM

Portugal ranks #8 among EU-28 network.

countries in number of high-speed fixed-
broadband subscriptions per inhabitant. a

Via Verde, Portuguese Electronic Toll
System, is a world pioneer in road toll
operations.

Sources: OECD Broadband Statistics, The World in 2014 - ICT Facts and Figures (ITU), Eurostat, Anacom, INE, DGEEC, United Nations,
European Commission (e-Government). BETTER COMPETITIVE ADVANTAGES - 16/33



BETTER
INFRASTRUCTURES

Portugal is the 15t country in the world with better infrastructures’.

Portugal ranks 6%, in

motorway network density, Deep-sea port of Sines: Post- The Porto Airport was

well above the OECD average. Panamax Vessels; The port of distinguished as the 3™ Best
Sines was the world’s fastest European Airport in 2013.
growing container port in 2013
(+68%).

Recently launched, the Atlantic
Corridor is a rail freight line
between Portugal-Spain—France.
Extension to Germany is
expected to be operational by
November 2016.




BETTER
MARKET

Portugal is an open door to a market of 500 million people
in Europe and more than 250 million-Portuguese speaking consumers.

e Portugal is ranked 20" Community of Portuguese Language Speaking Countries
in the Enforcing

Portugal is a member Contracts Rank 2016. _..-"'PORTUGN‘"-..

country of the EU (é%JSISN:G\ BRAZIL
sharing the common
currency. Free trade, @ Portugal is ranked 1%t in ; e
non-tariff barriers, free the Trading Across EQUATORIAL :
movement of labour Borders Rank 2016. GUI":]EA EAST-'fIMOR
and capital are among SAO TOME

the main benefits. AND PRINCIPE MOZAMBIQUE

CUANGOLA

Source: World Bank (Doing Business 2016 - total number of countries:189). BETTER COMPETITIVE ADVANTAGES - 18/33



BETTER
TALENT

Portugal has a strong flexible, committed and
productive workforce with a high level of
education in business-oriented areas.

Math’s, Science and Tech
areas represent almost 43%.




BETTER
SKILLS

61% of Portuguese people speak
at least 1 foreign language.

LANGUAGE

English learning is
mandatory from
elementary school.

Mathematics performance
above OECD: 19.6%, PISA
2012 (OECD average of 14.8%).

78% of the students learn
2 or more foreign

languages (65% in EU-28, 53%
in France or 42% in Spain).

Source: World Economic Forum (Global Competitiveness Report 2015-2016, Total number of countries: 140).

&

Quality of Management Schools:
Portugal ranks #26.

&

Availability of scientists and
engineers: Portugal ranks #21.

@

Quality of Scientific Research
Institutions: Portugal ranks #21.

BETTER COMPETITIVE ADVANTAGES - 20/33



BETTER FDI

TRACK RECORD

Satisfied customers.

BOSCH

"Bosch has invested in the
development and production
of innovative solutions and
technologies in Portugal for the
global market of Car Multimedia
products because it believes

in the potential of the country.
The Bosch facilities in Braga
are highly competitive in terms
of quality and productivity

in Europe.”

Dr.-Ing. Sven Ost, Technical Plant
Manager of Bosch in Braga

H. B. FULLER

“At HB Fuller, our expanding
Portuguese team has quickly
gained a reputation for
professional expertise, high
energy, quick learning and
cross-functional teamwork.

| am delighted by the quality
of the people we can attract
and how fast they have
developed.”

Malcolm Grey, Finance Director EIMEA,

H.B. Fuller Europe.

afaln ‘\ < ® ‘l

CI1SCO. adidas repsor vodafone

,'»»f‘f;':nVlsteon‘ sas o~ = TE

paAe Hauoe & | HUTCHINSON'

ACOSiber Systems e inoe Group

) BOSCH W YAzAKI aLTRan

PSA PEUGEOT CITROEN | L MecacHzaie

Gestamp %ﬁ
Unilover

TWENERCON | Nestle
e s TP Good Food, Good Life

i ®
CF LI

(> THE SAKTHI GROUP SIEMENS

BETTER COMPETITIVE ADVANTAGES -

21/33



Source: INE.

Source: USA Today 2014.

Source: Financial Times, (2014).

Source: FORBES “Retire
Overseas Index”, (2014).
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BETTER SUPPORT

INCENTIVES & GRANTS

Incentive instruments were revised, simplified and reinforced.

NEW ADDED VALUE PROPOSAL OTHER INCENTIVES
PRODUCTIVE INVESTMENT INTERNSHIPS

* Financial incentives (Portugal 2020)

* Tax incentives (Investment Tax Code) JOB CREATION INCENTIVES
R&D INVESTMENT NON-HABITUAL RESIDENTS
* Financial incentives (Portugal 2020) Flat rate for qualified expatriates

« Tax incentives (SIFIDE II)

Source: Portuguese Government.

BETTER SUPPORT -« 24/33



BETTER SUPPORT

INCENTIVES & GRANTS

+ Productive Investment.

FINANCIAL INCENTIVES TAX INCENTIVES

SCOPE

ELIGIBLE
EXPENSES

NATURE
OF

SUPPORT

MAXIMUM
SUPPORT

Source: Portuguese Government.




BETTER SUPPORT

INCENTIVES & GRANTS

+ R&D investment.
FINANCIAL INCENTIVES TAX INCENTIVES

SCOPE Investment in R&D activities to develop new products/services or new production methods or processes.

Costs with technical staff dedicated to R&D activities; Acquisition of services from third parties, including technical and
ELIGIBLE scientific assistance and consulting; Purchase of scientific and technical instruments and equipment; Costs associated
EXPENSES  with patents registration and acquisition.

Base Rate: 25% of eligible expenses; Corporate Income Tax Credit: Base rate: 32.5%;

Bonuses: up to +60 pp according to project scope and Incremental Rate: 50% of the increase in expenses
NATURE company size; incurred during that period compared to the average
OF Cash Grant: up to €1,000,000 of incentive; from the previous two fiscal years, up to €1,500,000.

SUPPORT For incentive amount that exceeds €1,000,000, 25%
as an interest-free loan and 75% as cash grant.

Financial grants combined with tax incentives, applied to the same expenses may not exceed:
MAXIMUM 80% of Gross Grant Equivalent for Industrial Research Projects;
SUPPORT 60% of Gross Grant Equivalent for Experimental Projects.

Source: Portuguese Government.




BETTER SUPPORT

INCENTIVES & GRANTS

Internships (up to 9 months®).

TARGET

Unemployed aged between 18 and 30 (inclusive)®,

GRANT TO EMPLOYERS

Monthly support*:

Primary education (Level 2)

Secondary education (Level 3)

Secondary vocational educational (Level 4)
Post-secondary non-tertiary (Level 5)
Tertiary education (Levels 6, 7 and 8)

* General rule.
Source: Portuguese Government.

438,16
505,23
538,77
572,31
656,15

with a qualification level >1.

EMPLOYERS COST

Monthly Social Security
Salary Contributions

ENTITY IN CHARGE
Public Employment Service (IEFP).

BETTER SUPPORT -
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BETTER SUPPORT

INCENTIVES & GRANTS

Exemption of social contributions.

TARGET

Young people looking for first job, aged under 30 years;
Long-term unemployed (registered at the employment centre for more than 12 months).

GRANT TO EMPLOYERS ENTITY IN CHARGE
Exemption from payment of Social Social Security.

Security Contributions [23.75%] for a %

maximum period of 36 months (only

applies to permanent contracts).

Source: Portuguese Government. BETTER SUPPORT -+ 28/33



BETTER SUPPORT

INCENTIVES & GRANTS

“Estimulo Emprego” Programme.

TARGET

Unemployed people (registered at the employment center).

GRANT TO EMPLOYERS

Annual support up to: e

Permanent contract 5.533,68
Fixed-term contract (general rule) 2.012,26

ENTITY IN CHARGE
Public Employment Service (IEFP).

BETTER SUPPORT -« 29/33



BETTER SUPPORT

INCENTIVES & GRANTS

+ World Class Talent in Portugal (Tax incentives to expats).

TARGET

Qualified Expatriates in (i) high added-value activities, (ii) scientific, artistic or technical activities,
and (iii) upper management positions.

INCENTIVES FOR EMPLOYEES ENTITY IN CHARGE

.o
0‘ ®e

Flat rate for Income tax of 20% - Tax Authority.
(plus 3.5%) for 10 years. :

Source: Portuguese Government. BETTER SUPPORT + 30/33



BETTER %

AICEP is one of the Top 10

Investment Promotion
Agencies that best responds
. . to requests from investors.
aicep Portugal Global is your one-stop-shop. v e
Close to you, to take you further.

PRE-INVESTMENT INCENTIVES SETTLING IN AFTER CARE
Promoting a direct NEGOTIATION Government business entity, Dynamic approach focused
negotiation with companies, Single point of contact in all flexible, free of charges and on the client

through which a tailored phases: pre-investment, streamlined services. or investor.

approach to incentives may incentives negotiation,

be applied in order to define  gettling in and after care.
a global package that fully

satisfies the investor’s

needs. ‘

. ‘ . BETTER SUPPORT - 31/33
A




OVERSEAS'NETWORK
& FDI SCOUTS

CANADA ##

USA

@ CuBA

® MEXICO

®PANAMA @ VENEZUELA

® COLOMBIA
@ ECUADOR

@ PERU

@ CHILE ® ARGENTINA

SWEDEN®  @FINLAND
NORWAY &

UNITED ® DENMARK @RUSSIA

KIN
NETHERLANDS
IRELAND'@ WGERVANY @ POLAND

BELGIUM
LUXEMBOUR?. AUSTRI.CZECH REPUBLIC
*

@ SLOVAKIA
FRANCESR @ o @ HUNGARY

SWITZERLAND
TR SLOVENIA @ romania

PORTO SPAIN KAZAKHSTAN
LISBOA ! = OTURKEY @ AzRBAUAN L
® GREECE
® OTUuNSA @ RAN
MOROCCO @ ALGERIA
) ® LBYA
® KOWET
SAUDI ARABIA @
® QATAR ®NDiA
UNITED ARAB EMIRATES
CAPE VERDE @
@ SENEGAL
® GUINEA-BISSAU
GHANA®

SAO TOME AND PRINCIPE@ @ EQUATORIAL GUINEA

® ANGOLA

© NAMIBIA

SOUTH AFRICA @ @ MOZAMBIQUE

REPUBLIC OF KOREA
CHINA SR
#BIAPAN
@ MALAYSIA
@ SINGAPORE
@ INDONESIA
@EASTTIMOR
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January 2016

Disclaimer

This document is provided for informational purposes only. All information contained in this document was compiled
in good faith by AICEP using sources of public information considered reliable, although its accuracy cannot be
guaranteed. It partially reflects but does not disclose completely nor substitute knowledge of the full legislation
governing incentives in Portugal. AICEP is available to assess specific business plans and to determine how specific
investments may qualify for incentives packages and what, if any, type of packages may be applicable to the
investment. The dissemination or copy, in total or in part, of this document is not allowed without permission.
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