





® CLUB PROFILES - CELTIC

Celtic's capital shares are mainly held by directors and certain
other institutions. Around 40 percent of the club’s stake remains
with the directors, thus giving them the power in decisive matters.
Line Nominees Ltd holds around 40 percent of the company’s
capital share.

Management Profile

Rt. Hon. Dr John Reid, MP — Chairman

Joining the Board as an independent non-executive director
in October 2007, Dr. John Reid assumed the position of the
Chairman. His qualification includes a PhD in history from Sterling
University.

Dr. Reid has been a Member of Parliament since 1987. His
political career revolves around posts of Government Minister,
Defense, Transport. In addition, he's been a Cabinet member
holding various posts as a Secretary of State, and culminating as
Secretary of State for Home Affairs.

Peter T Lawwell — Chief Executive

Mr. Peter T. Lawwell joined Celtic in October 2003 from his position
as commercial director with Clydeport, a port facilities and service
company. He has held senior positions with ICl, Hoffman-La-
Roche and Scottish Coal. Currently the Non-Executive Chairman
of Intelligent Office Limited, his experience in managing various
companies enables smooth running of the company.

Future Outlook

Celtic has topped the Scottish Premier League and qualified
for the UEFA Champions League continuously for the past
two years. It is the only club that represents Scotland in the
Championship. In the last season Celtic progressed to the
last sixteen of the UEFA Champions League for the first time,
and domestically the Tennent's Scottish Cup was secured in
addition to winning the Bank of Scotland Premier league. This
win has confirmed its place in the UEFA Champions League
2007-08. In the tournament the club has played eight matches
which include two qualifying and six group matches. The club
has already reached the last sixteen of the League and holds
the second position in its group with nine points, the first being
AC Milan. Looking at the current position of the club, it will
play at least two more matches in the Champions League. This
will be by far the best performance of the club in the UEFA
Champions League.

Last season the club ended up sixteenth in the league and
ended up playing fifty-three matches in all during the 2006-
07 season. This not only increased Celtics fan following but
also positively affected its financial performance. Going by the
contributions of each segment to the club’s revenue stream in
the last season it can be expected that the contributions from
these segments will almost be same for the year 2007-08.
Looking at the current position of the club in the Champions
League it is certain that the club will at least play a total of fifty-
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® CLUB PROFILES - CELTIC

five matches in 2007-08. Going by the current performance
of the club it is expected that the revenue per match from the
professional football operations will increase from £648,000
to £660,000.

Fig: Revenue Projections
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The company’s contract with Nike and the launch of a new
international jersey and a new away jersey, along with the
successful launch of the fortieth anniversary Lisbon Lions home
stadium, is expected to take the merchandising revenue from
around £0.25 million in 2007 to £0.26 million in 2008. The revenue
from the multimedia segment is expected to report a strong
growth in the coming year as well with the launch of DVD-quality
streaming video service, Channel 67 Premium. The other two

segments as of 2008 are expected to remain approximately the
same as the year ended June 2007.

Celtic holds the top position in the league where it has played
seventeen matches in all, out of which it has won eleven,
ending with thirty-six points. However, the Rangers, who have
played only fifteen matches are standing at the second position
with thirty-four points. As a result, the Rangers now have two
games in hand but only trail Celtic by two points. If the Rangers
capture first place in the League, Celtic will have to play the
qualifying matches to qualify for the UEFA Champions League.
Taking the worst case scenario, if the club does not qualify for
the Champions League, it will end up playing only two league
matches but if it qualifies, it will play at least eight matches in
the Champions League which includes the two league matches.
Both these cases have been taken into account in the profit
projections for the year ending 2008-09. It is expected that
revenue streams will be similar to the previous years, so the
revenue per match from each segment has been estimated as
the average of the last four years.

Fig: Profit Projections
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All operating expenses and profits are expected to be in line
with the previous years. The club’s interest payable is expected
to be around 8 percent, derived by taking the average of the
rates of last three years of the creditors’ amounts falling due
after more than one year, which is assumed to remain constant
for the coming two years. Considering all the above facts, the
net profit for the year ending June 2008 is expected to be £5.36
million and that for the year ending June 2009 is projected to
be £5.73 million.
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Financial Projections

Revenues:

Professional football 31,432 26,659 34,345 36,300 29,572
Multimedia and communications 16.604 11.889 23,199 25,850 17.595
Merchandising 10,060 14,337 13,367 14,300 12,080
Stadium enterprises 2.536 2,779 2.679 3.025 2,550
Youth development 1.536 1,747 1,647 1,760 1,551
Total Revenues 62.168 57.411 75,237 81,235 63.348
% Growth -7.7% 31.0% 8.0% -22.0%

Operating Expenses:

Staff costs 37.394 32.490 36,421 44,720 33.796
Depreciation of tangible fixed 1.627 1,798 1,708 2,171 1,705
assets

Other operating charges 19.047 19.386 21,154 25,053 19.580
Amortisation of intangible fixed 7,340 5,095 5.865 F.711 5,524
assets

Exceptional operating expenses 2,957 579 2,879 2,597 1,696
Total operating expenses 68,365 59.348 68,027 82,253 62,302
Operating Profit (6,197) (1.937) 7.210 (1,018) 1,047
Operating Margin -10.0% -3.4% 9.6% -1.3% 1.7%
Profit/(loss)on disposal of intan- (139) (265) 9.397 8.124 65,335
gible fixed assets

Profit/(loss)on disposal of tan- (103) (250) (339) (406) (317)

gible fixed assets

EBIT (6.439) (2.452) 16,268 6.699 7,065
Net interest payable 1,294 1,770 1,228 1,332 1,332
EBT (7,733) (4,222) 15,040 5.368 5,733
Taxes 0 0 0 0 0

Tax % 0% 0% 0% 0% 0%
Dividends — non equity 1.445 0 0 0 0
Net Profit (9.178) (4,222) 15,040 5.368 5,733
Net profit Margin -15% -7% 20% 7% 0%
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® CLUB PROFILES - JUVENTUS

Description

Juventus, founded on November 1, 1897, is not only one of the
premier ltalian soccer clubs but a marquee name in the world of
JUVE soccer. It became the first club in the history of European soccer

JUVENTUS FOOTBALL CLUB SPA

Ticker to have won all three major European trophies (UEFA Champions
Address Maroo Re, C"_SO League, UEFA Cup Winners Cup and UEFA Cup). According
Galileo Ferraris 32 to research by ltalian newspaper La Repubblica, Juventus has
10128 Torino (TO) the highest number of Italian soccer fans amounting to over 11
Website www.juventus.com million. Juventus has a fan following of 21 million in Europe alone,
Contact ph: 011 65631 particularly in the Mediterranean countries.
fax: 011 563 1177
Senior Executives Juventus played theirhome games at the Stadio Olimpico di Torino
Chairman of the board: Giovanni Cobolli Gigli while their full-time stadium, Stadio Del Appi was undergoing

structural changes in preparation for the 2007-08 season.
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® CLUB PROFILES - JUVENTUS

Juventus went through a dark phase where the team had been
found guilty of match fixing. The ltalian Football Federation punished
Juventus by relegating it to Series B and was stripped of 2005
and 2006 titles. Nine points were also deducted which meant that
it could not participate in the 2006-07 UEFA Champions League.
However, the club has made a comeback to Series A in 2007-
08 after a gap of two seasons under former Chelsea manager
Claudio Ranieri. This development augurs well for the financial and
brand profile of the company.

Current Price (€) CER

Stock Data

52-Week range: 1.83-0.90
Market Capitalization (£million) 188.15M
Price to Earnings (P/E)

Stock Adjusted Beta: 0.820

YTD Performance -0.043
Bloomberg / Reuters: JUVE.MI

Busiess Segments

In €million 2006 % 2007 %
Weight Weight

Ticket Sales 173 7.7 .7 11

Television and radio 1275 564 92.9 498

rights

Sponsorship & ads 554 24.5 345 18.5

Player registrations  5.17 2.5 415 222
Other revenues 19.8 8.8 9.9 53

Total 2254 100 186.6 100
Financials 2005 2006 2007
In €mullion
Sales 205.44 -7.7% 31%
200.72 176.77 7.2
Sales Growth (%) 12.37 -2.29 -11.93
EBIT -20.1 -36.09 6.47
EBIT Margin (%) -9.79 -17.98 3.66
Net Income -3.02 -36.48 -0.93
Net Margin (%)

Revenue Segment

Fig: Revenue Breakdown
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Ticket sales

Ticket sales include revenues from friendly, season and daily ticket
sales. The ticket sales benefit from the number of games played
by the team and by the promotion of the team to higher series.
Television Rights, Radio Rights & Media Revenues. Revenue from
media rights are clearly the most important source of revenue for
the club. The revenues received from broadcast rights relate to
home and away matches. This stream, much like ticket sales, is a
function of the number of matches and their profile.

Revenues from Sponsorship & Advertising

These revenues are received from the principal sponsor of the
team (currently the Fiat Group) and kit sponsors Nike. There are
other brands, such as Banco Papolare, Birra Moretti and Sky Life,
which are often associated with Juventus.

Revenues from Players’ Registration Rights

These revenues include the revenues generated from sale and/
or player sharing contracts with other teams. The player transfer
campaign played a major contributor to these revenues.

Revenue streams 2005-06  2006-07 % change
Ticket sales 17.508 7.742 -55.8%
Television and radio  127.525  92.995 -27.1%
rights

Sponsorship & ads 55399 34497  -37.7%
Player registration 5.713 41.529 626.9%
Other revenues 19.878 9915 -50.1%
Total revenues 226.023 186.678 -17.4%
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® CLUB PROFILES - JUVENTUS

Other Revenues

These revenues include revenues from non-soccer related
activities of the club, like the use of the Del Appi stadium for
musical events.

Operating Results

The total revenues decreased by 17.4 percent over the previous
year to €186.6 milion driven by decreases in ticket sales,
television and radio rights, and sponsorship advertisements but
partially offset by a rise in revenue from player registration. Ticket
sales decreased 55.8 percent over the previous year to €7.7
million; this was primarily due to demotion of the team to Series
B. The revenues dropped because of an absence of revenue from
European cups and lower ticket sales.

Television and video rights decreased 27.1 percent over the
previous year to €92.9 million primarily due to non-participation in the
Champion’s League and renegotiation of contracts with Sky ltalia.

Revenues from sponsorship and advertisements decreased 37.7
percent to €34.5 million primarily due to demotion of the team to
Series B and exclusion from Champion’s League.

Player registration revenues surged 626.9 percent over the previous
year to €41.2 million driven by a player transfer campaign initiated by
the company to get the team back into the Champion’s League.

Fig: Expense Breakdown

2006-07  %change
External services 37.2 28.398 -23.7%
Player wages & 127.3 95.017 -25.4%
technical costs
Other expenses 42.341 23.98 -43.4%
Total Operating 206.864 147.395 -28.7%
expenses.

The total operating costs decreased 28.7 percent over the
previous year to €147.4 million driven by declines in player wages
and technical costs and external services costs.

The player wages and technical costs decreased 25.4 percent to
€95.0 million mainly due to savings from the release and temporary
transfer of player’s registration rights. The external services costs
decreased 23.7 percent over the previous year to €28.4 million
due to reductions in commissions to intermediaries, costs of
player's assets and wages, insurance coverage and costs related
to match participation.

| B3 |

Seasonal Highlights

As of December 9, 2007 Juventus had played fifteen matches,
won eight, lost two and drew five matches. Juventus was the third
highest goal scorer at 30 goals after Inter Milan and Roma.

2007-08 Trading Campaign

Thanks to the efforts of the new team manager, Claudio Ranieri,
the team managed to be promoted into the Series A, following
which the company embarked on a reinforcement plan for the
team. As per the first quarter results, six new players were
acquired (Cardoso Mendez being one of them from Lyon) and
five players were released (including Federico to ACF Florentina).
The total capital invested for acquisition was €53.2 million while
the proceeds received from disposals was €9.2 million. Hence
the net capital invested under 2007-08 Trading Campaign was
€44.0 million. Losses related to this campaign, which impacted
the income statement, were €16.3 million.

Stadium under Development

In July 2007, Juventus signed an agreement with the Turin
Municipality allowing it to make changes to the project for the
new stadium. However, the company has not yet come to a
final decision and is considering various proposals requiring
different amounts of capital expenditure. Juventus may consider
refurbishment projects of the Del Appi.

Season ticket Campaign 2007-2008
The campaign ended on the September 8, 2007 which sold
17,173 tickets generating gross revenue of €3.5 million.,
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® CLUB PROFILES - JUVENTUS

Debt

The net financial position was €21.7 million on June 30, 2007
compared to a negative balance of €12.9 million on June 30,
2006. The company has liquid assets of €40.5 million and a
financial lease obligation of €18.8 million.

Equity
The shareholders equity as of June 30, 2007 amounted to €116.3
million.

Net Book Value of Player’s Registration Rights

The book value amounted to €53.1 million on June 30, 2007 as
compared to €107.4 million on June 30, 2006, net of amortization
of player’s registration rights.

Management Profile

Giovanni Cobolli Gigli -Chairman

A manager with years of experience in the publishing business and
commerce, Mr. Giovanni Cobolli Gigli is also a diehard Juventus
fan. Mr. Gigli has been Chairman and Director of Juventus Football
Club Spa. since June 28, 2006.

Jean-Claude Blanc-Managing Director

Mr. Jean-Claude Blanc has been an Independent Non-Executive
Director of Juventus Football Club SPA of [fil - Finanziaria Di
Partecipazioni SPA since May 11, 2005. He has been Chief
Executive Officer and Managing Director of Juventus Football
Club SPA since June 2006.

Future Outlook

The total matches played by the premier team of the club were
assumed to be taken as the driver for the revenues. It is also found
the progress of the team depends on the number of matches
played by the team for the season. For example, the last season
the team was relegated to Series B and was ousted from the
Champions League and the number of matches played dropped to
45 compared to the 2005-06 season where it played 52 matches.

For the two seasons 2006-06 and 2006-07, the revenue stream
per match is calculated. The average revenue per match was then
used to drive the projections for the years 2007-08 and 2008-09.

The key assumption made is that the team plays 50 and 55
matches in seasons 2007-08 and 2008-09, respectively. This
assumption is found to be reasonable as on December 9, 2007
the team had played fifteen matches, won eight matches, lost two
matches and drew five matches.

Fig: Revenue Projections
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The team has ventured into a sponsorship agreement with the
Fiat Group. Additionally, the team was promoted to the Series A,
which also affected ticket sales and broadcasting rights revenue
for the first quarter ending September 30, 2007.

The season ticket campaign for the 2007-08 season was
concluded on September 8, 2007. 17,173 season tickets were
sold for gross revenues of €6.3 million. After September 30,
2007 the contracts with the players Del Pierro Alessandro and
Legrottaglie Nicola were renewed until June 30, 2010.

Fig: Profit Projections
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On October 2, 2007 the transfer of shares of Campi Di Vinovo to
Costruzioni Generali Gilradi was concluded with the receipt of the
first installment of €1.1 million. As of October 2, 2007, Juventus
had no shareholding in Campi Di Vinovo.
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Financial Projections

Revenues:

Ticket sales 22.8 17.5 7.7 12.7 14.0
Television and radio rights 128.1 275 93.0 113.0 124.3
Sponsorship & ads 54.0 554 345 458 504
Player registration 0.6 L7 41.5 30.0 20.0
Other revenues 24.5 19.9 9.9 18.1 18.1
Total Revenues 229.9 226.0 186.7 219.6 226.7
% Growth -2% -17% 18% 3%

Operating Expenses:

External services 30.3 37.2 28.4 32.8 31.7
player wages & technical costs  123.4 127.3 95.0 117.7 1134
Other operating charges 96.4 42.3 24.0 53.8 58.9
Total operating expenses 250.0 206.9 147.4 204.4 204.1
Operating Profit (20.1) 19.2 39.3 15.2 22.7
Amortization and other write 19.5 61.3 35.1 26.3 16.4

downs for the players

EBIT (0.6) (42.1) 42 (11.1) 6.2
Net interest payable 24 e 5.1 5.1 5.1
EBT (3.0) (46.0) (0.9) (16.2) L1
Taxes 0.0 0.0 0.0 0.0 0.4
Tax % 0% 0% 0% 0% 33%
Net Profit (3.0) (46.0) (0.9) (16.2) 0.8
Net profit Margin -1% -20% 0% -7% 0%
EPS-Diluted (0.02) (0.37) (0.01) (0.13) 0.01
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® INVESTMENT OPPORTUNITIES IN EUROPEAN SOCCER

European soccer offers several opportunities for investors seeking
exposure to a relatively high risk and potentially high return asset
class. While business models in Europe differ considerably than
American sports leagues, they hold greater potential due to
their global appeal and several emerging avenues for generating
returns. While there are a number of clubs across the region that
are potential investment opportunities, the UK has been most
successful at attracting foreign investors due to its regulatory
environment and the attractiveness of its premier clubs. There are
several channels available to investors that seek to acquire stakes
in clubs and other soccer related ventures that provide them with

a strong exposure to the sector.

Comparative Analysis of the
NFL & European Soccer

A comparative analysis of business models for the NFL
and European soccer indicates some clear differences in
characteristics. The NFL is the wealthiest sports league in the
world and the most successful sports franchise in the US.

NFL Characteristics

In 2006, NFL revenue topped $5.8 billion. The league generates
more income than any other sports league from broadcasting.
It achieved this feat by redesigning the game to suit television.
During that season, the league signed the richest series of TV
rights deals in history, worth more than $23.9 billion through
2013. Meanwhile, game attendance broke records in 2006 when
stadiums were filled to 90 percent of capacity.

The NFL, like other US professional sports leagues, is based on

a franchise system:

e The number of franchises is controlled by votes, and only
rarely are new franchises added.

e There is no promotion and relegation, but franchises can
move to cities willing to pay to attract them or where a larger
population offers better economic opportunities. Because
there is no relegation, losing is not catastrophic, and teams
can afford to conserve resources and record profits.

® Teams also engage in restrictive agreements, which they claim
increase competitive balance but which also tend to raise
profits by restricting competition.

Key to NFL Success

The key to the league's success is its revenue sharing model
which ensures that NFL broadcast profits are distributed among
all teams instead of being horded by a few winning franchises that
received most of the broadcasters’ attention. The gate receipts
and other day-of-game revenues are split between opposing
teams and allows each team to generate or lose some revenue
based on performance, quality of venue, and in-city competition
from another football franchise. Around 75 percent of the
broadcast revenues go to the thirty-two franchises. Under this
system and with the help of a strict salary cap, teams and their
fans could realistically dream of winning any game or reaching the
Super Bowl in any season.

In the NFL, it is the teams that are the brands rather than the
superstar player culture that is more prevalent in many other
leagues. As a result, teams can be rebuilt when players are lost
due to trades, free agency or injuries and labor relations are more
effectively managed. The NFLs salary cap limits player salaries
to 57 percent of league revenue. However, the teams can work
around this limitation by paying big signing bonuses that are
amortized over the life of the contract.
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® INVESTMENT OPPORTUNITIES IN EUROPEAN SOCCER

Disadvantages

There are some disadvantages of the revenue sharing model. The
model can encourage free-riders. The Cincinnati Bengals were the
NFL's fifth-most-profitable team during the 1990s despite winning
the fewest games during the decade. The team simply skimped
on avoidable costs, such as talent scouts, and raked in revenues
from the rest of the league.

With the NFL being the most aggressive of all major US sports,
the average life of a player is only four years. As a result, the
players have been unable to form strong unions which would
allow them to extract better terms from the league management.
The administrators’ skillful negotiations with players have also
ensured that they are able to prevent player wages from spiraling
out of control.

The revenue sharing and cost management model has ensured
that the NFL has been able to derive the full benefit of its
commercial success with the average team in 2007 valued at
$957 miillion, 7 percent more than the previous year. The league
also had the highest average profitability among major American
sports leagues at $17.8 million on average revenues of $204
million. The NFL clubs also lack a close revenue/value relationship
due to a high level of competitive balance and relatively short
seasons. Intangibles contribute considerably to the final value of
these clubs.

Differences with European Soccer

While European soccer has also enjoyed considerable commercial
success over the past decade, the game has also suffered from
imbalances, spiraling wage costs and numerous clubs going into
bankruptcy. The club business models are driven by:

Limited Revenue Sharing

Unlike the NFL, most European soccer leagues have only limited
revenue sharing which allows leading clubs to garner a greater
share of the proceeds, thereby often perpetuating a club hierarchy
wherein a few leading clubs have a greater share of the overall
revenues while a majority of other clubs derive considerably lower
revenues and often have very low to no profitability.

Relegation

The system of relegation, which is not present in the NFL, is
characteristic of the way European soccer leagues function.
Relegation ensures that lesser performing clubs are at a
significant financial disadvantage to higher performing clubs,
perpetuating a vicious cycle for these lower ranked clubs. Due

to their poor performance, these clubs are unable to generate
sufficient revenues to invest in better talent that would in turn
allow them to win matches. Relegation poses significant risks to
the club’s finances. The significant imbalance in revenues between
leading clubs and lower ranked clubs across Europe has raised
fears of reduced competition and an increase in predictability in
performance between unequal teams.

History of US Investments

US investments in European soccer have almost exclusively been
in English clubs. The relative freedom offered to foreign investors
by English authorities and the attractiveness of the English
Premier League as the most successful commercial soccer
league in the world have contributed to this investment trend. The
most significant investment, $1.49 billion, was made by American
sports billionaire Malcom Glazer in Manchester United.

In 2006, the English club Aston Villa was acquired by Randy
Lerner, who owns the NFLs Cleveland Browns, for $119 million.
The most recent acquisition by a US investor was the takeover of
five-time European champion Liverpool in 2007, for $428.5 million.
The new owners of the club are George Gillett, who owns the
NHLs Montreal Canadiens, and Tom Hicks, owner of the Dallas
Stars and the Texas Rangers.

The West London club, Arsenal, may also potentially face a hostile
takeover bid from Colorado businessman Stan Kroenke who
currently holds a 12.19 percent stake in the club and is closely
associated with David Dean, the former Vice Chairman of the club
who also holds a 14.6 percent stake in the club. The stake was
acquired by Kroenke for $128.1 million.
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® INVESTMENT OPPORTUNITIES IN EUROPEAN SOCCER

Outside the UK, foreign investment in European leagues is very
limited as the investment environment is not sufficiently friendly
to foreign investors. Local restrictions and prevailing ownership
structures in some regions are other factors which have resulted
in limited foreign interest in clubs outside the UK. Cultural and
linguistic differences have also contributed to the lack of sufficient
interest in continental Europe among US investors.

Although foreigners have faced criticism from existing
shareholders and fans with regard to their management style and
commitment to the game, US investors are expected to continue
to be attracted to European soccer, especially the Premiership
clubs, driven by the glamour of the sport and financial returns from
broadcasting and sponsorship opportunities. European soccer
clubs are expected to increase profits over the next few years
as they build new stadiums, increasing ticket and merchandising
revenue. The stadium construction boom, now mature in the
US, is ongoing in Europe and is expected to turn the game into
a family outing, increasing revenue opportunities for clubs and
providing improved prospects for investors.

Investment Channels

The continued popularity of European soccer and its commercial
potential will continue to attract investors to the game. The game
is likely to continue to attract millionaire businessmen, hedge
funds and other financial institutions that seek to profit from the
game by investing in teams as well as successful talent. Football
related assets have a higher risk profile as compared to other
investments avenues although they hold the promise of a potential
gold mine with the right strategies and effective cost management.
Investments in clubs, which provide the most obvious means of
gaining exposure to this industry, may however prove difficult due
to local regulations and ownership structures.

Othermeans of investingin the sectorinclude debt deals, investments
in players or teams, public offerings and private placements.

Football Funds

Some hedge funds which operate in high risk, high retumn
assets provide exposure to soccer clubs and players. Investors
can subscribe to such funds to gain exposure to the European
soccer industry. Investments in players and teams through these
funds do carry some risks such as injuries and even relegation
for teams. If a player sustains major injuries during the course of
the contract which renders him unavailable during the contract
period, then the investment may result in considerable losses.
Another greater threat to returns from such funds is the relegation
of the teams in which investments have been made. Relegation
will result in significant losses from potential match day revenues
and commercial income. One such example is the Singer &
Friedlander’s Football Fund, in which investors lost 75 percent
of their original capital. Recently, UK-registered funds such as
Sports Asset Capital and Hero Investments have offered a stake
in soccer players’ transfer rights in the same way that consumer
goods companies often own a player's image rights.

Investments in Soccer Bonds

Investments in securitized debt issued by soccer clubs is one
mode for investors seeking exposure to European soccer.
Between late 1999 and 2003 there were a number of soccer
securitizations in the UK that raised millions of pounds for the
clubs. Insolvencies, however, are a major risk while considering
such investments as there have been weaknesses in the legal and
financial structures of these securitizations in the past. The recent
improvements in soccer finances, however, may encourage a
revival of this investment channel. Benign conditions in the bond
markets are also a major factor in allowing for these transactions.
Arsenal instigated the largest football securitization to date, in
July 2006, raising £260 million.

Investors in securitized soccer bonds can buy the bonds if they
are rated as ‘Investment Grade' securities by the credit rating
agencies and therefore offer investors reasonable rates of return.
Credit rating agencies such as Moody's Investor Service, Fitch
and the Standard and Poor’s Corporation provide investors with
an assessment of the riskiness of the securities by assigning
grades to securities.

The securitization model employed in soccer differs somewhat
from the standard asset-backed securitization that is used by
most other corporations. The reason for this stems largely from
the type of cash flow selected by the clubs to pay off the debt.
Clubs do not tend to have a significantly large static asset pool
of contractual debts to securitize. Instead, their main source of
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® INVESTMENT OPPORTUNITIES IN EUROPEAN SOCCER

revenue still tends to come from ticket sales. Therefore, in most
soccer securitizations the most important selected cash flows
are the anticipated future gate receipts, usually supplemented by
hospitality income. The utilization of such cash flows by the clubs
makes sense financially because the long-term future revenues
would be helping to pay off the low cost, long-term finance that
the club has raised to fund modernization or expansion of the
club’s stadium.

Direct Equity Infusion

Investors may also gain a direct exposure to the clubs through
a negotiated acquisition of a stake from the existing promoter/
management. Many clubs are owned by high net worth individuals
with a passion for the sport. However, they are often unable to
generate sufficient financial resources necessary to improve
infrastructure and recruit and develop a strong talent pipeline.

In the last few years, a number of lower ranked clubs, especially
in the UK, have gone into bankruptcy due to the huge costs of
managing the teams and poor cost management. These clubs
cannot access the public markets and would necessarily need to
seek capital via the private placement route to rescue them. In
France, Colony Capital, Butler Capital and Morgan Stanley bought
PSG (Paris Saint-Germain) for €41 million from Canal Plus, the
pay-TV arm of Vivendi. The deal, closed in June 2006, resulted in
each party taking one-third of the business.

Acquisition of Stakes via Public Markets

Across Europe, soccer clubs have used the equity markets as
a means of raising capital to fund their player and operational
costs. However, the close links between on-field performance
and stock price movements have meant that soccer stocks
are very high risk and volatile in nature. Poor emphasis on cost
management also resulted in many clubs being mired in losses
and some have even gone into bankruptcy (especially in the
U.K). In countries like France, soccer clubs could not list on the
stock markets due to regulations. However, this regulation was
changed in 2006 followed by the listing of the country’s leading
club, Olympique Lyonnais. Most European soccer stocks are
poorly traded and have shown poor returns over a 10 year
period with considerable volatility.

In recent years, investors including many high net worth
individuals acquired stakes in these listed clubs with the objective
of eventually taking them private.

Investing in Broadcast & New Media

Funds can also invest in a media franchise or other business that
gains significantly from the soccer industry. The rise of the pay
TV market in Europe has created significant opportunities for
traditional broadcasters to generate revenues from increasing
viewership. The rising penetration of Internet broadband networks
is also likely to provide online media firms with the opportunity
to carry games to online users and also develop associated
commercial content around the game.

Increasing popularity of the game in overseas markets such
as Asia also provides investors with the opportunity to invest
in companies that leverage growth in these new markets for
European soccer. In early 2007, Broadband TV, owned by Hong
Kong telecommunications firm PCCW, paid $200 million in a
three-year exclusive rights agreement to broadcast England’s
Premier League and Europe's 2008 Championship Tournament
in Asia. With 20 percent of global viewership, China offers the
most significant opportunity in Asia. Chinese Internet portal, Sina.
com, will carry live, online coverage of all 1,140 English Premier
League matches for the next three seasons through 2010 on its
broadband service. Sina also obtained the rights to provide live,
online broadcast of the Italian Series A in China.
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