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Foreword

Marketing directors often struggle to explain the value of the brands under their
control in terms the CEO and investors want to hear. While measures of brand
awareness, preference and market share are useful, up to a point, they are really
only indicators along a path that should lead logically to the impact the brand has
on shareholder value.

It's notoriously difficult to ask for a larger share of the company's working capital
without being able to articulate your argument in financial terms. So, the challenge
facing us is that if tangible assefts like stadiums and equipment can be assessed,
valued and the impact on business value fixed with some accuracy, it just makes
plain sense to try and do the same for a company's intangible assets.

Doing so enables brands to be managed in a more financially robust way via
traditional cost: benefit analyses, for example. This approach suddenly makes long-
term investment decisions about future promotional expenditure, and the host of
other activities that combine to build brand value, much more likely to succeed. It
also enables clubs to raise finance secured against their brands.

This report attempts to kindle awareness for this type of approach by using publicly
available information to value European football club brands. We hope that the
report not only provides a snapshot of the healthiest European football brands, but
also that it continues to ignite an informed debate about what really matters -
brand equity drives business performance.

We hope vyou enjoy this years' report and welcome any feedback
(feedback@brandfinance.com)

Dok

David Haigh
Group CEO, Brand Finance
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Most Valuable European Football
Club Brands 2008

The table on the following page represents Brand Finance’s calculation of the 20
most valuable European football club brands of 2008 (based on 2007 figures).

This is the fourth year that Brand Finance has produced a list of the most valuable
European football club brands. As with last year’s ranking, Brand Finance has used
the ‘royalty relief’ approach to perform the valuation. This is an intuitively simple
approach that assumes a company does not own its own brand and calculates how
much it would need to pay to license it from a third party. The present value of that
stream of (hypothetical) royalty payments represents the value of the brand.

We used the ‘royalty relief methodology for two reasons — firstly, it is the valuation
methodology that is favoured by accounting and tax authorities and the courts
because it calculates brand values by reference to documented, third-party
transactions and secondly, because it can be performed on the basis of publicly
available financial information. This method of valuing the top European club brands
also ensures our results are directly comparable year on year.

It should be noted that when Brand Finance conducts a full valuation as part of a
client project we are able to access timely internal sources of financial and market
data. This enables a much more detailed analysis of brand value by segment,
geography or product line for example, which provides greater insight into where the
pockets of value creation (or destruction) lie within the organisation.
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Most Valuable European Football Club Brands

(all figures are in £millions)

2006 | 2007 Brand Bé::: t‘:::l;e B;::: t‘::: ‘)'e BZ';('; : t‘:::l;e Coi?&sreori::ial Br oﬂg::m g Min‘t:(::::y ReI: :::Ie s |Brand Rating
Revenue (%) Revenue (%) Revenue (%) (Em)
1 1 Real Madrid 271 38 218 39% 3B% 23% 236 AAA
2 2 @ Manchester United 264 4 197 2% 29% 44% 212 AAA
3 3 Al Barcelona 215 199 169 32% 37% 3% 195 Al
9 4 Arsenal 2m 134 115 24% 25% 51% 21 AA-
T 5 Chelsea 184 145 137 3% 3M1% 39% 1M A+
5 6 Liverpool 165 150 156 32% 39% 29% 134 Al
8 i Bayermn Munich 147 143 146 48% 27% 25% 180 AA-
& 8 AC Milan 134 148 157 20% 67% 13% 183 AA
4 9 Juventus| 95 152 175 3% 64% 5% 98 AA-
10 10 Inter Milan 84 94 85 19% 66% 165% 13 BBB+
11 1 Tottenham byl 58 52 3% 33% 3% 103 BBB
14 12 AS Roma 59 50 46 19% 66% 18% 106 BBB-
12 13 Newcastie United 55 55 5 3% 30% 39% 87 BB+
15 14 Hamburg SV 52 49 n/a 3% 30% 36% a1 BBB
13 15 Schalke 04 48 53 46 45% 30% 24% 77 BB+
18 16 C] Otympique Lyonnais| 48 an 30 35% 50% 15% 95 BB+
16 17 Benfica &4 42 n/a 35% 20% 45% 62 BBB
17 18 West Ham United M 1 n/a 25% 50% 25% 89 BBB
21 19 Celfic 36 34 34 23% 3M1% 45% 75 BBB
4

19 20 E’T Manchester City 33 37 35 33% 43% 24% &7 BB
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The Top Five

1. Real Madrid
Trademark Value 2007 2007 Broadcasting Revenue (%)
£271m 38%
2007 Matchday Revenue (%) RrandBeta® Rating
23% AAA
2007 Commercial Revenue (%)
39%

Real Madrid remain at the top of the table as the most valuable European football
brand with a value of £271m. They have continued to increase the growth of brand
value this year to 7% up on the previous year, due to the continual investment in top
tier players and increased revenues through considerable commercial and
broadcasting deals. Despite winning the first La Liga title in four years, Real Madrid’s
manager Fabio Cappello was sacked shortly after the end of the season. Sporting
Director Pedja Mijatovic explained “He is not the ideal person to achieve all that we
want”.

Real president Ramon Calderon supported Cappello’s removal, saying: “we must

always search for excellence.... we’ve made an important step with the title, we've
laid the foundations but we need to find another more enthusiastic way of playing,"

2. Manchester United

2007 Broadcasting Revenue (%)

Trademark Value 2007£264m

29%

2007 Matchday Revenue (%)
44%

RrandReta® Rating
AAA

2007 Commercial Revenue (%)
27%

Manchester United remain in second place for 2008 despite good growth in all three
revenue streams of match days, commercial and broadcast. Commercial revenues
saw significant growth partly due to the lucrative sponsorship deal with AIG.
Completing the Quadrant developments at Old Trafford also means the stadium
capacity has been increased to 76,000, equating to £3m in revenue for every sell-out
home fixture.

A successful season in the Premiership was somewhat soured by a tame semi-final
exit in the Champion’s League at the hands of AC Milan. However the earlier 7-0
trouncing of AS Roma in the Quarter-Finals helped to restore MUFC’s image as a
swashbuckling, attack-minded team in keeping with the club’s European heritage — a
critical factor in maintaining the club’s international appeal.
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3. Barcelona

Trademark Value 2007
£215m

2007 Broadcasting Revenue (%)
37%

= Il

2007 Matchday Revenue (%)
31%

RrandReta® Rating
AA+

w

2007 Commercial Revenue (%)
32%

Despite the loss of the UEFA Champions League crown, and the La Liga title
2006/2007 Barcelona still rose to number three in the latest brand rankings. The
temporary demise of the Juventus brand value 2006/2007 has allowed Barcelona to
climb one place.

Barcelona grew to a record number of members totalling 156,366 in June 2007. This
supports the continual growth the club has seen profits through strong match day and
broadcasting revenues. However Barcelona continue to under-utilise the power they
have in the commercial market by refusing to take on any major shirt sponsorship
partners.

4. Arsenal

Trademark Value 2007
£201m

2007 Broadcasting Revenue (%)
25%

2007 Matchday Revenue (%)
51%

RrandReta® Rating
AA-

2007 Commercial Revenue (%)
24%

Arsenal breaks into the top five for the first time on the back of record revenues
2006/2007, increased brand strength and popularity.

Arsenal sneaked into fourth place in the Premiership ensuring Champions League
entry and increased commercial and broadcasting revenues.

Arsenal recorded a turnover of £200.8m and operating profit of £51.2m for the
2006/2007 season. Whilst seeing steady growth in commercial and broadcasting
revenues Arsenal’s significant boost to income was through the increased match day
takings generated by the development of the new Emirates Stadium which increased
their stadium capacity to up to 60,000.

Arsenal has a large and generally loyal fan base, which ensures that match day
revenues are maximised through sell-out crowds.
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5. Chelsea

Trademark Value 2007 2007 Broadcasting Revenue (%)
£184m 31%

2007 Matchday Revenue (%) RrandReta® Rating

39% A+

2007 Commercial Revenue (%)

30%

Chelsea raised two places from last years league table to make the top five for the
2006/2007 season pushing Liverpool to sixth. Chelsea’s jump above Liverpool to the
fifth place can largely be attributed to their £74.5 million matchday revenue nearly
doubling Liverpool's and leaving the club below the top four in terms of matchday
revenue.

Chelsea improved on last seasons performance in the UEFA Champions League and
reached the last four, this provided them with increased centrally generated revenues
in both sponsorship and broadcasting. At home Chelsea came second in the
Premiership generating £30.9 million in broadcasting revenues but handing the title
to Manchester United. The 2006/2007 season also saw the start of the eight year kit
deal with Adidas and continuation of the five year shirt sponsorship with Samsung.
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Global brands

The most powerful European football club brands represented in Brand Finance’s
league table have a truly global presence. The top three brands are Real Madrid
(Brand Value: £271m), Manchester United (Brand Value: £264m) and Barcelona
(Brand Value: £215m).

By expanding their reach geographically and leveraging the power of star players
these clubs have been able to develop global fan bases. Playing friendly and pre-
season games abroad has reduced the physical and emotional gap between the club
and their global network of fans. Clubs in the English Premiership and La Liga have
been particularly successful at this.

The Barclays Premiership has attempted to extend this strategy further, rightly or
wrongly, by proposing an extra game to be played abroad. This idea has been
successful in American Football and Rugby League and demonstrates how crucial an
international fan base is to business and brand performance.

The clubs in Serie A have been less successful to date in extending their fan bases
internationally, this is reflected in their lower representation in our ranking. Despite
considerable interest in Serie A, reflected in its high broadcasting revenues, Italian
clubs have not been as effective in converting viewers into loyal brand advocates. At
home low turnouts and revenues on match days as well as low commercial revenues
reflect unattached fans not only globally but also within Italy.

When the issues of violence and crowd control at Serie A matches has been
addressed, attendance and revenue at match days should improve. As the memory
of the match fixing scandal fades, we would expect Italian clubs to make up some
ground on their English and Spanish counterparts but unless they more effectively
leverage fans’ interest and awareness of Serie A and develop these into allegiant
fans they will remain some way behind their rivals in terms of brand value.

The temporary decline of Juventus

The biggest drop in brand value from the 2005/2006 season was suffered by the Old
Lady of Turin, Juventus. The scandal of match rigging in Serie A damaged the
reputations and image of Lazio, Fiorentina and AC Milan however Juventus received
the harshest punishment. Undermining the financial performance of the club for the
2005/2006 season Juventus were demoted to Serie B, ejected from the UEFA
Champions League and stripped of their last two Serie A titles. Consequently Juve’s
brand value has dropped significantly, five places down on last year’s table. All is not
lost however, a loyal fan base and the retention of their top players meant that the
club was immediately promoted back to Serie A for the current season were they are
currently in third place. We predict that they will be back amongst the brand value
elite next year.
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Premiership for sale

In the UK, the Premiership continued to attract a swarm of overseas investors, all
keen to take advantage of the lucrative new broadcasting deal that comes into effect
next season. West Ham, Liverpool, Aston Villa, Manchester City, Portsmouth,
Chelsea and Manchester United have all fallen into foreign ownership over the last
few seasons. Analysts have mixed views about whether this is good for the game,
and indeed whether these clubs are sound investments. Historically the majority of
additional revenue entering the league has directly correlated with inflation in players’
wages, rather than improved facilities or performances on the pitch.

Developing the relationship with the fan

The biggest challenge facing the leading clubs is in developing the relationship that
they hold with their fans and converting positive relationships in to commercial
revenues. The club’s aim should be to move an aware fan to one who is allegiant by
increasing the level at which the fan identifies with the club (fans move from aware to
attracted to attached to allegiant). The allegiant or attached fan devotes larger parts
of their day to their club and therefore has a larger propensity to purchase goods and
services relating to the team and their sponsors.

Manchester United and Real Madrid have done this very well, being core to
Manchester United’s strategy since the 1990s, and encapsulated by Real Madrid’s
former President Perez’'s infamous ‘Galactico’ policy. In order to develop the
relationship with the fan the reasons why a fan follows a particular sport, chooses a
particular team and supports a club need to be understood. In understanding these
factors, such as identity, escape and nostalgia, the club is able to better relate to the
fan and use this understanding to develop the allegiant fan. With so much money
entering the Premiership, it will be extremely interesting to see which English clubs
can grow their businesses over the next few years using their existing brands to
leverage their appeal.

Using brands to secure financing

Clubs are able to financially leverage their brands by obtaining financing secured
against these valuable assets. Strong brands generate high and secure cashflows
against which banks are prepared to lend at finer rates if the brands are transferred
to a special purpose vehicle to ring-fence brand-related earnings.
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How the rankings were compiled?

The Brand Finance Index of ‘The Most Valuable European Football Club Brands’ was
compiled using, where available, publicly available information regarding market
share, market growth and company financials. Where information was not publicly
available we directly approached the football clubs who were in our report last year.

Our main sources of publicly available data were the February 2008 Deloitte Football
Money League Report, Bloomberg, annual reports and press releases.

Brand value was derived using a ‘relief from royalty rate’ method that values brands
according to the cost of re-licensing them from a hypothetical third party. Brand
Finance plc has a particular expertise in determining royalty rates for commercial and
valuation purposes.

What is BrandBetae analysis?

‘BrandReta® analysis is a benchmarking study of the strength, risk and future
potential of a brand relative to its competitor set. It is conceptually similar to a credit
rating, which companies are awarded based on their strength, risk and future
potential.

It serves the following purposes:

o Quantifies the strength and performance of the brand being valued

e Provides an indication of the risk attached to future earnings of the brand, and
can be used in the determination of an appropriate discount rate for valuation
purposes

« Provides basis for value-based brand tracking, by measuring performance

The analysis typically uses 8 to 10 measures, which include perceptual, behavioural
and performance measures. For the purposes of the most valuable European
Football club brands the measures included; recent and historical success in
domestic and European competitions, commercial coverage, transfer fees and
commercial income as a percentage of total revenue.

Brand Ratings Definitions

Rating Definition
AAA Extremely strong
AA Very strong
A Strong
BBB Average
BB Under-performing
B Weak
CccCcC Very weak
CcC Extremely weak
C Failing

The ratings from AAA to CCC can be altered by including a plus (+) or minus (-) sign
to show their more detailed positioning in comparison with the general rating groups.
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About Brand Finance

Brand Finance is an independent consultancy focused on the management and
valuation of brands and of branded businesses. Since 1996, Brand Finance has
performed hundreds of brand valuations with an aggregate value of over $150 billion.
The valuations have been in support of a variety of business needs including:

o Technical valuations for accounting, tax and legal purposes

o Valuations in support of commercial transactions (acquisitions, divestitures,
licensing and joint ventures) involving different forms of intellectual property

o Valuations as part of a wider mandate to deliver value-based marketing strategy
and tracking, thereby bridging the gap between marketing and finance.

Brand Finance is headquartered in London and has representative offices in Toronto,

New York, Santiago, Sao Paulo, Madrid, Amsterdam, Paris, Zagreb, Moscow, Dubai,

Bangalore, Colombo, Singapore, Hong Kong, Sydney, Istanbul, Cape Town and

Geneva.

www.brandfinance.com

David Haigh e Group CEO e +44 208 607 0300 e d.haigh@brandfinance.com

For any further information, please contact:

Nick Marsh e Brand Consultant e +44 208 607 0300
e n.marsh@brandfinance.com e

www.brandfinance.com
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