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1. Group highlights

1.1. Main Economic highlights

Statutory figures

€6.4 bn Turnover

0,
1% 6% 2% -1% E&A and other

businesses

W Sonae MC

W Sonae Sierra

B Worten

W Sonae FS

B Sonae Fashion
Sonae IM

73%

Proportional figures®

€7.0 bn Turnover

2%
6% “7° -1% E&A and other

1% .
businesses

3%

= Sonae MC

M Sonae Sierra

= NOS

B Worten

W ISRG

W Sonae FS

B Sonae Fashion
Sonae IM

67%

€4.5 bn NAV

ISRG Sonae

Fashion

NOS

Sonae Worten

Sierra

Sonae MC

€599 M underlying EBITDA
7%

2% -1% Sonae IM
-6% E&A and other
businesses
80%
€797 M underlying EBITDA
3% 2% 5% -5% E&A and other
businesses
-1% Sonae IM
60%
—fp 02 i
’ 1.4
4.5
Sonae FS  Sonae IM Holding Average NAV
net debt
(adjusted)

1 Turnover and underlying EBITDA are proportional management figures (non-audited), including Sonae Sierra and NOS with the respective shareholding. Sonae FS includes MDS.
Regarding NAV, Sonae MC includes retail properties at net book value; holding structure includes its properties also at net book value and Net Debt is adjusted by Sonae Sierra and

Sonae IM and excluded lease liabilities and minorities.
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Dividend per share Total shareholder return?
4.63 euro cents 18%, 2019 (1 year)
18%
4.1 4.63
8%
6% 6%

2018 2019 1Year 3 Year 7 Year 15 Year
Invested Capital RolC?
€5.5bn 8.4%, 2019

0% 6% 0%
0% 1%
9.2% 8.4%

12% Sonae MC

M Sonae Sierra
NOS
44%
W Worten
M ISRG

Sonae FS

m Sonae Fashion

Sonae IM 2018 2019

W E&A and others

Capital Structure* Loan-to-Value

13%, 2019

12% 13%
0

Debt
W Equity
B Minorities

2018 2019 2018 2019

2 Source: Bloomberg
3 RolC calculated with proportional figures with Sierra at historical cost. EBIT includes capital gains on sales, and in the case of NOS, invested capital is the financial investment
4 Debt excludes lease liabilities
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1.2. Main Social and Environmental highlights

51,285 Gj produced from 771,657 tCOZe emissions, -22% yoy
renewable sources, +21% yoy

51,285 984,015
-42'282 - B
2018 2019 2018 2019
4,431 t of virgin plastic avoided with 45k Group employees, +3,5% yoy

the inclusion of recycled material in our
packaging, -21% yoy

Men
37%
4,431
3,656
- . -
63%
2018 2019
<
€3
V) N4
oo
30% of women in the BoD +1.18 M hours of training €11 M for community support

34% of women in
management positions
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2. Letter from the Chairman

Sonae understands success requires reaching the highest

standards across the whole spectrum of economic

performance and social impact. Our drive towards
sustainability is part of who we are and we have no doubts
that our mission is to create and share both economic and

social value.

Such ambition took us on a journey of hard-won successes,
always anchored in delivering a solid economic performance
while making a difference towards a better society including
respecting and caring for nature. In a time when our
planet’s ecosystems are hurting and societies are being torn
apart by inequality and lack of stewardship, it has never been

easier to know that our convictions are fundamental.

ECONOMIC VALUE

Last year | started this letter by saying that it is never easy
to grow, improve operating results and reduce gearing. | am
pleased to report that we have achieved this again in 2019
and have in fact accelerated the pace.

Sonae’s consolidated turnover grew 9.2% to €6.4 billion
and, considering the proportional contribution of
non-consolidating businesses, the €7 billion threshold was
surpassed for the first time in our history. All sub-holdings
posted strong performances with relevant market share
gains being achieved across the portfolio. Profitability also
showed significant improvements in all our main businesses.
In total, consolidated underlying EBITDA increased 22.2%
to ¢.€600 million and return on invested capital reached
a solid level of 8.4%, maintaining a consistent upward

trajectory (excluding non-recurrent events).

Additionally, and despite sustaining high investment levels,
the group once again proved its ability to generate cash
flow and significantly reduce its net debt and gearing levels,
which now stand at €1,150 M and 0.5x respectively. All main
businesses currently hold investment grade leverage levels
and the holding LTV remains at a conservative 13%. The
group is fully financed for the coming 18 months and our

average debt maturity is currently over four years. All in all,

Our drive towards sustainability
is part of who we are and we have
no doubts that our mission is to
create and share both economic
and social value.

the recent operating performance of our businesses and our
level of financial strength give us great confidence to face the

challenges ahead.

Sonae’s model of value creation implies having the ability
to add value to its existing businesses but also to manage
its portfolio and capital allocation to improve overall
performance and ensure a future proof business portfolio.
Regarding portfolio management and development, | would
like to point out ISRG’s post-merger performance and
consolidation as a leading Iberian player in sports retail, the
acquisition of Arenal by Sonae MCin Spain (animportant step

in the execution of our Health & Wellness growth strategy),
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the success and continued growth of our newest Business
Unit — Sonae Financial Services — and the acceleration
of Sonae Sierra’s capital recycling strategy — with the
completion, already in 2020, of the Sierra Prime transaction,
a critical milestone for the company and for Sonae. With
a longer term vision of portfolio development, the company
will continue to look for new investments with interesting
growth prospects and particular fit with our abilities and
competencies. The acceleration of technology and the
challenges posed by the need to meet environmental and
social targets, will doubtlessly imply many disruptions and

opportunities that Sonae needs to be well equipped to tackle.

Creating economic value is the fundamental starting point
of any company and, in the case of Sonae, which has a huge
ambition of growth and positive impact on society, our
goals must be to achieve an outstanding level of economic
performance. Nevertheless, we must do this in a sustainable
manner which implies equal commitment to unwavering

care for nature and social development.

NATURAL CAPITAL

The perils of climate change, growing pollution, accelerating
loss of biodiversity, the scarcity of clean water, soil
impoverishment, deforestation and growing social and
economic inequality cannot be separated from the surge
of failed states, terrorism and refugee crises in poorer
countries, as well as divided societies, protest voters and
populist extremists on the rise in the western world. Social
and economic progress are severely under threat in many
parts of the world, including Europe, and the urgency for

Environmental, Social and Governance principles to become

The quest for sustainability and,

in particular, the concern with

the environment, have long been
engraved in our history and have
made us stand out as a responsible
and ethical example of a long
living company.

the drivers of political and economic agendas is unrelenting.
| think there is finally a common understanding of the major
impact sustainability will have on business performance, and
consequently on social progress, and that they cannot be
handled separately, but rather they have to be the central
dimension of any business strategy together. | believe that
there is enormous value creation potential behind this
framework of thinking and that many future winners will
arise from discovering new ways to unlock this potential.

The quest for sustainability and, in particular, the concern
with the environment, have long been engraved in our history
and have made us stand out as a responsible and ethical
example of a long living company. Yet in 2019 we decided
that we were not doing enough and that we needed
to step up our game in ambition, speed of execution and
prevalence in all companies, geographic areas and aspects

of environmental impact.

Our Sustainability Advisory Group was revamped to
strengthen the definition of policies and the implementation
of projects across our portfolio and to help us focus on key
action axes. Theses axes arise from a comprehensive and
thorough analysis and discussion with our stakeholders and
play a pivotal role in pushing forward an ambitious agenda
within Sonae and across all our network of stakeholders.
During 2019, our achievements in all these dimensions were
significant and we have defined, for each axis, a clear and
ambitious plan. Our work in respect to two of these axes
is particularly worth mentioning — Climate Change action

and Plastics.

Climate change has been on our agenda for a long time and
in 2019 Sonae and its portfolio of companies raised the bar
by setting the reduction targets of their own greenhouse
gas emissions. Aligned with the decarbonisation trajectories
needed to limit global warming to 1.5°C, our companies
pledged to reduce their own emissions (scope 1+2) by 54%
in 2030, compared to 2018, in accordance with the Paris

Pledge for Action of which Sonae is a proud signatory.

Several initiatives have been implemented to accelerate our
path toward the decarbonization of our energy matrix. We have
reinforced our capacity to produce electricity from renewable
sources and continued several projects to promote the eco-

efficiency of our operations. Sonae’s efforts were internationally
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recognised by CDP with the award of the level A”, which boosts

our confidence by confirming that we are on the right track.

We are aware of the escalating environmental catastrophe
surrounding plastic. Given its utmost relevance across most
of Sonae’s portfolio, we have written the Sonae Companies’
Charter of Principles for Plastic, a policy that encompasses
our vision towards a more responsible use of plastic. In early
2019, Sonae MC strengthened this ambition, becoming
the first Portuguese retailer to join the Ellen MacArthur
Foundation’s New Plastics Economy Global Commitment.
Later in the year, Sonae joined the Portuguese Pact for
Plastics, pledging that 100% of our private label plastic
packaging will be reusable, recyclable or compostable
by 2025 and incorporating on average 30% recycled plastic

into new plastic packaging.

We have accelerated the way we are translating this vision
into action and have already recorded a reduction of about
2,000 tons of plastics, that was eliminated from our packaging
and products. Additionally, we have increased the amount
of recycled plastic incorporated in our products, processes
and packaging, that now represents 20% of the total volume
of plastic we use. Considering the progress made in 2019,
and the commitment of the whole team, we are confident

that will be able to meet our targets before 2025.

SOCIAL VALUE

We do not forget that our most important contribution to
society is the creation of good jobs and distributed economic
value, but we also know that this is not enough as companies
have also a relevant role in shaping the social quality of
economic development.

Our position on Social Inequalities and Inclusive Development
starts inside Sonae. In 2020 we created a new and concrete
Plan for Gender Equality, which defined specific measures
to be implemented between 2020 and 2021 throughout our
portfolio of businesses. Under the remit of gender equality,
it promotes the sharing, implementation and monitoring
of best practices and career management programmes for the
underrepresented gender. The establishment of a reflection
committee within the Human Resources Advisory Group
oversees progress and increased prominence in this area
at all levels of the organisation. Additionally, we subscribed

to the pledge “Embrace Difference” of the European Round

We do not forget that our most
important contribution to society

is the creation of good jobs and
distributed economic value,

but we also know that this is not
enough as companies have also

a relevant role in shaping the social
quality of economic development.

Table for Industry that advocates the creation of an inclusive
and open working environment so that everyone can reach
their full potential. Importantly, we have added flexibility
to our hard-working culture with a number of programs
to ensure that we can adapt to a more diverse set of personal
circumstancesincluding the number of hours or days available

to work, working from home and flexible timetables.

Also, inside Sonae, 2019 saw a strong development
of programs to improve solidarity for our teams. Our “Somos
Sonae” initiative, created with the aim of supporting our
employees during vulnerable phases, reached more 17%
of people when compared with the previous year. An amount
of around €1 M has been invested since the beginning of the
programme in 2013. This value has been used to provide
essential goods and services, legal support and debt and
credit renegotiation, health and oral healthcare support,

as well as other forms of support.

We are aware that, in many of the communities where
we operate, people continue to face serious social difficulties
and Sonae remains committed both to directly helping those
in need and to contributing to find long term solutions to end
these situations. During 2019, Sonae’s portfolio invested
around €11 M of support in social economy organisations
(morethan 1,100 institutions) and our employees contributed
with 7,000 hours in volunteer work in the community. Missdo
Continente (Continente’s social responsibility program
in Portugal), for example, strengthened its role supporting
around 1,000 institutions with daily donations of food,
and partnering with national goods collections campaigns
such as those performed by Cruz Vermelha Portuguesa
(Portuguese Red Cross) and Banco Alimentar contra a Fome

(Food Bank Against Hunger).
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SHARE PRICE

In 2019, Sonae dedicated significant efforts to improve its
communication with capital markets. We need to continue
to clearly articulate our strategy and key decisions to all our
stakeholders, while simultaneously collecting important
feedback that may help us to move forward. In the first few
months of its new mandate, the management team had
extensive interactions with investors, and, in October, we
organised our first ever Capital Markets Day — an important
milestone to provide more visibility concerning our assets
and strategy. During 2019, our share price performance was
much improved and closed the year up by 12.3% (compared
to 10.2% of the PSI 20).

We know, that by choosing to be ambitious across all three
areas of value creation — economic, natural and social —
we are not making life easy for ourselves or for all our
partners and suppliers. So, it is always with a deeply felt
gratitude that | thank all our internal teams, the members
of all boards and our many partners for their commitment,
creativity and energy — it may not be the easiest of lives, but

it is the life worth living!

Paulo Azevedo

Chairman

POST SCRIPTUM

As this letter goes to print, we are being impacted
by a tremendous challenge to the wellbeing of

our societies, and our companies and our people
are in the frontline of the fight to limit the health,
social and economic impacts of this crisis.

Some activities have either closed or are about to
do so to limit the potential viral spread whereas
others must keep open under extremely difficult
conditions to supply critically needed services

such as food and telecommunications.

The daily shifts in operations are unlike anything

| have previously witnessed and all our actions
must be taken with the safety of our people and

of our clients as the top priority. The way the teams
are rising to the occasion leaves me in awe. We are
currently working with single-minded tenacity and
with a firm belief that we will be capable of doing
whatever it takes to keep the operations that are

critical to society up and running.
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3. CEO letter

It is with great pleasure and sense of responsibility that
| write you my first letter as Sonae’s CEO. Enthusiasm
for leading a portfolio of businesses with such relevant
positions and interesting challenges in each of its sectoral
contexts. Responsibility for continuing a path of success
anchored in our strong corporate values and in the creation

of economic and social value.

The quality of our businesses and our teams were key
to another successful year. In 2019, we delivered outstanding
operational and financial results across the entire portfolio.
Consolidated turnover grew 9.2% to €6,435 M and underlying
EBITDA increased 22.2% to €599 M. This performance,
together with an active portfolio management, allowed
for a €167 M reduction of our net debt and a further

strengthening of our capital structure.

Sonae MC continued to reinforce its leadership position
despite the fierce competition in the market. The
company presented a record turnover growth of 9.2% to
€4,702 M fueled by positive LfL figures in all segments,
formats and key categories, but also by the execution of its
expansion plan, while maintaining benchmark profitability
levels. Health and Wellness continued to be an important
growth avenue and, in 2019, the acquisition of a majority
stake in Arenal marked the entrance of the company in the

Spanish market.

Our remaining retail businesses also had a remarkable year.
Worten ended 2019 on avery positive note, reaching the same
level of annual turnover and underlying profitability of 2018,
after a more challenging start to the year. In strategic terms,
the company continued to expand its digital and services
offering, and executed a demanding restructuring plan

in Spain mainland. Sonae Fashion had a particularly positive

| take this responsibility to heart
and Sonae will continue to be at the
forefront of what companies can
do to improve the society we live in.

year with solid improvements in sales and profitability
across banners, already showing the benefits of the ongoing
transformation plan. ISRG maintained a strong performance,
with double-digit growth rates and EBITDA more than
doubling year-on-year, further strengthening our confidence

in the future of this joint venture.

Sonae Sierra continued to post very solid operational results
and had a very important year in terms of strategy execution.
I would like to start by highlighting the merger of Sonae
Sierra Brasil with Aliansce Shopping Centres, which created
the largest operator in the country. On the other hand,
the company has continued to execute its capital recycling
programme and, already in 2020, announced the creation
of Sierra Prime, a €1.8 bn strategic joint venture in lberia with
three blue-chip investors. The services business continued
to grow and, on the development front, the first shopping
centre in Colombia was inaugurated and a number of other
projects progressed at a good pace, namely expansions

in dominant assets.

NOS continues to be a key asset in our portfolio, posting very
solid results in a challenging market. Revenues increased

in both telco and audiovisuals/cinemas segments and the
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company continued to improve its operational efficiency,
whichresultedin an additional increase in the EBITDA margin.
The business continues to make progress in its technological
and digital transformation, and is well positioned for the

opportunities that will arise from the 5G rollout in Portugal.

Regarding our most recent business units, Sonae
FS had another year of sustained growth of its Universo Card
operation, which in just four years captured a market share
of 12.8% of credit production, with already 858 thousand
users, clearly reinforcing its position in the Portuguese
payments market. Additionally, Sonae IM continued to build
its portfolio of technology-based companies and completed
the sales of Saphety and WeDo Technologies, important

milestones of its active portfolio management activity.

During this year we also devoted a great deal of our attention
to the development of group-wide initiatives on several
fronts, namely in talent management, promoting diversity
and inclusion, environmental sustainability and community
support. We are proud of our track record in these areas.
For instance, this year | signed, on behalf of Sonae, the CEO
Guide to Human Rights of the World Business Council for
Sustainable Development, which compels company leaders
to promote the defence of humanrights and the improvement
of people’s lives. | take this responsibility to heart and Sonae
will continue to be at the forefront of what companies can

do to improve the society we live in.

In October, we organised our first Capital Markets Day,
an important milestone, to share our vison and strategy
with investors and analysts, and also to be able to better
convey the quality of our assets and management teams.
The event was well received by the investment community
and we will remain committed to maintain a close and

transparent dialogue with our main stakeholders.

My final word goes to our people. Our sustained success
would not be possible without the enthusiasm, commitment
and quality of our teams. These last few months confirmed
what | already knew: that Sonae’s values are well alive
within each one of our people. In a context of increasing
uncertainty and speed, as well as mounting competitive
pressures, our teams confirmed their ability to collaborate
with each other and perform to a remarkable standard.
They did so by contributing to solve challenges that go far
beyond their day-to-day activities and by helping us have

Our sustained success would
not be possible without the
enthusiasm, commitment
and quality of our teams.

a long-lasting contribution to the most pressing social and

environmental issues.

A special thank you to Jodo Dolores (CFO) and Jodo Glinther
Amaral (CDO) and the CEOs of our businesses. Together
we make a very confident and committed team aiming
to improve the quality of our assets as well as our people

and our communities.

Sonae is an organisation of excellence and | am particularly
grateful to both Paulo and Angelo for the remarkable
way they have led the group over the past few years.
| accepted this position knowing the weight of their legacy
and | am enthusiastic about the challenges that lie ahead.
| am sure our future will be another chapter of success
in Sonae’s history, one that will be written in partnership

with each of our stakeholders.

Finally, and as | write these words, the World is facing the
spread of a pandemic. The impacts of Covid-19 will probably
be extensive, widespread and long-lasting. Although we are
still at the beginning of the outbreak, | can already say with
pride that our people are being true heroes. Sonae plays
a critical role in ensuring people have access to a number
of essential products and services. Our teams know this and
have been showing a fantastic spirit and commitment over
the past few days. We will continue to do everything we can
to protect our employees while responding to the needs
of the communities we serve. | am confident that we will
all overcome this challenging situation. Sonae will certainly

strive to make its contribution.

Claudia Azevedo
CEO
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4. The Strategy of a long-living company

4.1. Unique corporate culture with a leading purpose

4.1.1. Mission and Values

Our Mission

To create long-term economic and social value, taking the benefits
of progress and innovation to an ever-increasing number of people
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Our Values

Trust and Integrity

S

We are committed to creating economic value in the long term, built
on sustainable relationships with all our stakeholders. We establish these
relationships based on principles of honesty, uprightness and transparency.

Qg\% People at the Centre
OO0 of our Success

Our people are a determining factor in our success. For that reason,
we constantly work to improve our employer value proposition in order
to attract and retain the most talented and ambitious professionals. We invest
not only in developing their capabilities and skills, but also in ensuring thriving
and positive work environments, and balanced lifestyles. We relentlessly
promote meritocracy and embrace diversity at all levels.

D

Ambition is born from continuously establishing goals which will stretch
us to our limits, stimulating our energy and reinforcing our determination.
Ambition drives us and keeps us dissatisfied with the status quo, forcing
us to go beyond our past successes. We continuously set ambitious goals that
stretch our current competences and demand a bold and entrepreneurial
attitude from our managers

Innovation is at the heart of our businesses. We always question both our
mental models and industry orthodoxies in order to identify opportunities,
and we maintain a challenger attitude by continuously improving our value
propositions and experimenting new business models, while managing risks
within reasonable limits. We know that only by innovating can we grow
sustainably.

Ambition
x3E) i

Innovation

Corporate

Ko

Responsibility

We are committed to developing our activities based on the principles
of sustainable development, looking to contribute to society beyond the
economic value generated by our business activities. In particular, we aim
toimprove the communities within which we operate by collaborating to tackle
the most fundamental environmental and social challenges of our times.

Frugality
and Efficiency

L)

We aim to optimise the use of resources and maximise their return, seeking
cost efficiency, and avoiding any waste or extravagance. As a priority, we focus
on achieving operating efficiency, promoting healthy competition, and
delivering high impact projects.

\iz .
Cooperation

and Independence

@

15

We are ready to cooperate with central and local governments, in order
to improve regulatory, legal and social frameworks, and to ensure the best
solutions for the communities within which we operate, but we also take care
to maintain our independence in relation to all such entities.
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4.1.2. Our history People

Wa Social Capital

1959 Sonae Foundation
1965 Belmiro de Azevedo is hired
1983 Listing of Sonae SGPS

1985 Start up of the food retail business with the opening of the 1 hypermarket
1950’s (currently Sonae MC)

7
t0 1990’ 1% Sonae culture letter describing Sonae DNA

1987 7 IPOs for: Particleboard, Food Retail, Tourism, Media, Robotics, Shopping Centres,
electricity and cooling

1989 Start-up of Sonae Imobilidria (currently Sonae Sierra) with the opening of the first
shopping centre, AlbufeiraShopping, in Portugal

A4
1990 Launch of Publico newspaper
1991 Opening of CascaiShopping (Sonae Sierra), in Portugal
1995 Start up of non food stand-alone brands (Worten, Modalfa (currently Mo),
Zippy and Maxmat)
1997 Listing of Sonae Imobilidria (today Sonae Sierra) and partnership with Grosvenor
Launch of Sportzone (sports retail)
1998 Launch of Optimus (telco operator) and listing of Modelo-Continente (food retail)
Start up of the proximity supermarket format of Sonae MC (currently Continente Bom Dia)
Opening of NorteShopping (Sonae Sierra) adjacent to the hypermarket
Matosinhos (Porto), in Portugal
AV

2000 Sonae SGPS stock split and listing of Sonaecom

2001 Delisting of Sonae Imobilidria (currently Sonae Sierra)
Launch of the food retail online channel (Continente online)

2003 Listing of Sonae Sierra Brasil in Bovespa

2004

2005 Spin-off and listing of Sonae Industria
Sale of food retail business in Brazil to Wal-Mart

Grosvenor acquires 17% and ends with a 50% stake in Sonae Imobilidria
(currently Sonae Sierra)

16
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4.1.2. Our history

2006

t0 2010

2015
t0o 2019
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2006

2007

2008
2009

2011
2013

2014

2015

2016

2017
2018

2019

People
Wa Social Capital

Sonaecom launches a takeoverbid for PT and PT Multimedia
Delisting of Modelo-Continente (food retail)

Paulo Azevedo becomes CEO of Sonae

Spin-off and listing of Sonae Capital

Acquisition of Carrefour Portugal (food retail)

Worten and SportZone enter Spain

Creation of Sonae’s Code of Ethics

Sale of 49.9% of MDS to Suzano group

Creation of "Our way": Sonae's unique culture, values and principles
Merger between Zon and Optimus and creation of NOS
Commitment to ERT voluntary targets for Women in leadership

Sonaecom launches a partial and voluntary public tender
offer for 24.16% of its share capital

Sonae IM acquires 60% of S21Sec (cybersecurity)

Paulo Azevedo becomes Chairman and Co-CEO
Angelo Paupério becomes Co-CEO

Lauch of Universo card (Sonae FS)

Acquisition of 50% of Salsa (Sonae Fashion)

Acquisition of a stake of Armilar Venture Partners (former ES Ventures) (Sonae IM)
JV with JD Sports and Sprinter to create Iberian Sports Retail Group

Acquisition of an additional 20% stake in Sonae Sierra

Acquisition of 51% of Go Well (Sonae MC)

Acquisition of 60% of Arenal Perfumerias (Sonae MC)

Claudia Azevedo becomes CEO and Paulo Azevedo continues as Chairman

Sonae Sierra agrees to merge Sonae Sierra Brazil with Aliansce Shopping Centers
Sonae’s 1%t Capital Markets Days

New Plan for Gender Equality
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4.1.3 Sustainability approach

We live in challenging times, in which we are all called upon to contribute to Sustainable
Development - a universal and transformative agenda, which aims to respond to diverse

and complex questions, but also to the opportunities, which today’s world presents.

At Sonae, this challenge is not new, we are highly committed to a long-term vision, and
the need and urgency to go beyond the economic value generated by our businesses
and cooperate to overcome some of the most pressing environmental and social
challenges of our time is written in our DNA. It is engrained in our culture to foster
well-being and development in the communities where we are present, minimize the
negative impacts arising from our activities, mitigate the risks and explore the emerging

business opportunities.

We are driven by a constant need to improve our long-term
performance and the sustainable success of our investments.

Innovation will play a critical role in this journey, as well as the overview of our
environmental and social impact, in order to identify the opportunities to innovate
in products, services or processes so we can harness the enormous potential

of economic opportunities arising from the transition to a more sustainable society.

As part of our quest towards improving our sustainability performance, we reviewed
our governance model with the establishment of the Sustainability Advisory Group.
The aims of this group are to foster the development and adoption of common policies
and principles of action through clearly defined goals and targets in the priority
areas identified. The Sustainability Advisory Group reinforces our ever-increasing
commitment to sustainable development by focusing on two levels of action: a cross-
sectional group of core members who meet quarterly, representing the different Sonae

companies, and a set of working groups, formed according to its strategic action axes:

Q CO; and climate change
Planet

Nature and biodiversity
Natural Capital

Plastic

Inequalities and
People inclusive development

Social Capital

Community support
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These strategic axes of action are the result of a rigorous and comprehensive analysis conducted
together with our stakeholders during which we classified concerns according to their importance

for Sonae and alignment with the United Nations Sustainable Development Goals (SDGs).

Concerns were grouped into three clusters: i) issues intrinsic to the principles and values of the group;
ii) matters addressed in the previous cycle and/or a highly integrated within the business; and iii) areas

in which Sonae could have a positive impact through the nature and relevance of its activity.

3 Development of policies and goals common to the whole of the Sonae Group
3 Development of policies and the setting of targets for the different companies
. ore J Coordination of Sonae’s presence in external forums
Sustainability
- Dissemination of best practices and know-how

Advisory Group Goals
. Creation of synergies
. Promotion of sustainability
3 Performance monitoring and reporting

We consider the strategic action axes to be a central part of an
interconnected and interdependent system, in which material themes
are not interpreted in a strict and compartmentalised manner, therefore
influencing the different axes directly and in a multidimensional way.

Responsible Investment and Sustainable Supply Chain are considered to be transversal themes, relevant to all
the axes because of their impact on management decisions, as they are directly related to the way we invest
and how we, together with our suppliers, design and develop processes, products and services following the

principles of efficiency and circularity.

The group’s strategy is centred around how we can positively impact these strategic axes:

CO, and climate change

Our companies’ activities contribute significantly to climate change — not only through
the energy consumption throughout the different stages of the production cycle, but also
by the greenhouse gas (GHG) emissions resulting from different activities. For this reason,
it is fundamental to develop efforts to limit the average increase in temperature to 1.5°C,

in line with the commitment we made when we signed the Paris Pledge for Action.
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Nature and biodiversity

The dependence of organisations on natural capital and the underlying impact coupled
with the potential habitat change leads us to consider as relevant issues related to protecting
biodiversity, promoting sustainable agriculture and fishing, combating pollution, in addition to the
dimensions of sustainable consumption, responsible production processes, the preservation
of ecosystems such as forests and the promotion of a deeper understanding of this topic in the

community.

Plastic

Single-use plastics equate to inefficient recycling policies and raise an enormous
environmental challenge. Moreover, this is an area where our activities have a potentially
significant impact and it is urgent to work together to promote more sustainable production,

logistics and consumption processes.

Inequalities and inclusive development

Sonae group is one of the largest employers in Portugal, which highlights the relevance of its
contribution towards a more humane and inclusive society. Its actions must focus both on Sonae
internally and its communities. Sonae must create qualified employment by implementing
policies for the development of each individual within its group and promoting diversity in its
various forms. In terms of community, we see education as an important and powerful tool

to combat inequalities and develop a more non-discriminatory and inclusive society.

Community support

Stronger communities are important to create a more sustainable society. Within the framework
of our activities, we aim to increase the resilience and autonomy of the communities in which
we operate, contributing to the elimination of poverty in all its different forms. It is a key aspect
of Sonae’s culture and we continue to focus on an integrated and sustained approach with
the aim of enhancing the impact of our actions, in favour of more empowered and resilient

communities.

We are committed to continuously evolving to ensure that Sonae respects its legacy and delivers long-term,

sustainable, profitable success to its investors, colleagues and the communities that it serves.
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4.2. A portfolio of leading businesses

Food Retail

Sports Retail

=

Financial Services
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Fashion Retail
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Telecommunications
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Electronics Retail

Technology

S0 90%
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Food Retail

Sonae MC is leader: relentless in its pursuit to continuously redefine the market beat, with a leading and
increasing share in the resilient Portuguese market, which has been benefitting from a positive economic

trend.

Sonae MC has developed a comprehensive value proposition that offers different solutions to suit
its customers’ lifestyles, profiles and shopping missions varying from hypermarkets to local stores and
an increasing online presence. Continente Card, the Sonae MC loyalty programme, plays a vital role in its
strategy with ¢.85% of sales carried out through the card,
a remarkable and unique loyalty performance that both
demonstrates the high level of customer recognition and

engagement with the Continente brand.

Due to its exceptional market situation, Sonae MC is
in a privileged position to understand emerging needs and
opportunities, which can quickly be developed in order

to deliver strong growth.

Sonae MC has successfully explored this
growth through proximity formats together
with the health, wellness and beauty sector
with Wells and Arenal.

Anchored in a robust operational performance and
under a highly experienced management team, coupled
with stable shareholder structure, Sonae MC presents
solid business fundamentals and strong financial results,
with exceptional sales growth, best-in-class operating

profitability and a conservative capital structure.

23
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Real Estate

In 2018, Sonae reinforced its position in Sonae Sierra with a further
20% acquisition (increasing shareholding to 70%), a clear sign of the
relevance Sonae Sierra plays in Sonae’s strategy. Sonae Sierra is the
most international investment in our portfolio, offering a vertically
integrated full service as a real estate developer, with circa 150
managed assets in 10 countries, which total asset value amounts
to € 9.8 billion. Sonae Sierra has been implementing a rigorous and
selective strategy of capital recycling, that leverages the development

of assets in Europe and countries with high growth potential.

Sonae Sierra’s innovation-based approach is continuously
improving the quality of real estate assets and has proven it can add
value to any real estate project at any development stage. As part
of its strategy, in shopping centres in particular, Sonae Sierra has
been redefining concepts by consistently and proactively evolving
its portfolio to exciting and dynamic retail market trends, focusing
on the creation of iconic flagships, on categories less exposed
to e-commerce and on new tenants and innovative retail concepts.
A customer-focused approach that aims to provide an innovative
customer experience, as well as entertainment components based

on state-of-the-art infrastructure.

“
V‘Q
GRESB

The outstanding performance of Sonae Sierra
in the 2019 GRESB Real Estate Assessment
should not be overlooked. The company
proudly received the highest possible rating,
5-stars, winning a Green Star status for the
9th consecutive year, awards conferred

in recognition of its ESG performance.

The GRESB assessment provides a global
benchmark in terms of the ESG performance
of real assets worldwide and monitors the
sector’s progress towards global sustainability
goals, which are aligned with internationally
recognised reporting frameworks. Sonae Sierra
emerged once again as an industry leader,

at the forefront of a more sustainable real

estate industry.

Most remarkably, all of Sonae Sierra’s achievements are based on innovation
towards ESG principles, making Sonae Sierra a leading real estate player and
one of the most awarded companies in the real estate sector regarding sustainability.
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NOS resulted from the combination of Zon and Optimus,
a unique player prepared to leverage convergence
in the Portuguese telecommunications market.

Since the merger, the operational and financial performance of NOS has consistently
exceeded expectations, with the company achieving strong market share gains and

materializing identified synergies.

In five years, market share grew to 33% (from 26%), EBITDA margin increased
consistently (having reached 40.9% in 2019), and the business achieved an impressive
track record of cash flow generation and dividend distribution. Going forward, NOS
will remain focused on consolidating its position as the best communications and
entertainment company in Portugal, while making significant progress on its ongoing

transformation plan to become more digital and customer-focused.

Electronics Retail

Worten has developed a distinctive customer-centred model anchored in a comprehensive omnichannel approach that resulted
in Worten becoming a market leader in Portugal, which in a favourable economic context has allowed benchmark EBITDA
and high levels of RolC. To lead in one of the most fierce and competitive markets with decreasing international boundaries,
Worten in lberia focuses on developing a rewarding customer experience that is heightened by a successful omnichannel

experience, bringing together a network of stores, a strong digital platform and the human touch of our talented team.

Worten’s robust selling approach is focused on its customers
in which Worten’s invaluable brand acts as a trusted advisor
from the initial advice provided to the after-sales service.

It is evident that Worten is betting on the services, which was culminated with the
acquisition of iServices, a Portuguese leading smartphone repair company, which will

be important to further improve Worten’s service offering particularly in this area.

Worten complements its offer with its solid loyalty card programme (Worten Resolve
in Portugal and Worten Soluciona in Spain) that creates a paperless environment
and simplifies the entire process coupled with several credit and insurance services
attached. Lately, Worten has been also extending its offer with sales through the Iberian

Marketplace, already with a wide range of partner and products.

25



Annual Report 2019

Sports Retail

Iberian Sports Retail Group (ISRG) is the result of a carefully

planned partnership between JD, Sprinter and Sport Zone.

This partnership has created one of the largest
sports retail operators in lberia, and its track
record since the merger had been very positive.

Leveraging the capabilities and assets of its shareholders,
ISRG has adapted the value propositions of its banners
to different customer needs and has delivered strong double-
digit growth and improved profitability across the portfolio.
Looking forward, the company is well positioned to lead the
Iberian market with unique and future-proof offerings for
all market segments. ISRG is a clear example of our active

portfolio management strategy.

Financial Services

Sonae Financial Services, created in 2015, is the result of a unique opportunity for Sonae to create value within its portfolio,
benefitting from a favourable economic context, a financial sector struggling to adjust to digital development and affected

by a somewhat negative perception by consumers.

Sonae took advantage of the clear overlap between the strong points of a fintech
approach with its unique retail expertise and strong brand recognition and
credibility. Sonae FS quickly emerged as a strong contender in the market and
took over 10% of the market share in just 3 years, mostly due to the success
of the Universo Card that offers its customers the combination of a loyalty
programme, a world-wide case study, with a credit card that adjusts to each

client’s needs.

A guaranteed formula for success and the Universo Card
quickly became one of the top 3 credit card issuers in
the country with an outstanding performance track record.

Sonae FSis now focused on scaling up this success, by leveraging Sonae’s unique

ecosystem.
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Fashion Retail

Sonae Fashion, Sonae’s specialised retail in fashion manages
a portfolio with a strong international footprint covering
more than 80 countries, 400 (own or franchised) stores and

more than 5,000 points of sale.

Sonae Fashion is consistently delivering
turnover growth above market, with a
similar pattern across its major brands.

Sonae Fashion wants to keep boosting growth and
is implementing a transformational plan to achieve higher
levels of efficiency and driving it to become a more
international, more digital and more profitable company.
Salsa is a widely recognised brand which is creating
an impressive dynamic that will contribute decisively to the

implementation of this plan.

Technology

Sonae IM is poised to grow within and based

on Sonae’s portfolio. Sonae IM focuses on retail,
telecommunications technologies and cyber security and
is an active investment company with a world-class focus
and ambition. Sonae IM adopts tailor-made investment
strategies designed to unlock the maximum value potential
from each investment and benefits from Sonae’s stronghold
in the retail sector, which allows each one of its businesses
to challenge Sonae IM to develop innovative services and

processes that can then be launched in the market.

This strategy also guides portfolio
construction as Sonae IM builds its
portfolio around what will strengthen
and complement current investment.

Sonae IM has averaged €40 M of investment per year and has
successfully achieved significant cash from selling operations
with the disposals, in 2019, of WeDo (€62.1 M) and Saphety
(€8.5M).
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4.3. The role of the holding company

4.3.1. Ensure group linkages

Building new businesses leveraging existing assets

Sonae IM: portfolio of tech companies focused on existing businesses

Universo: an innovative financial services offering

Sonae IM inherited the telco technology from Optimus and, using
this expertise as leverage, evolved to become an active investor,
focused on tech-based companies centred on cybersecurity,
telecommunications and retail. Sonae IM adopts a versatile
investment strategy driven both by financial returns and Group
linkages and aims at strengthening its position as a leading

technology investor on an international scale.

Sonae’s core businesses continuously challenge Sonae IM to
further develop its portfolio and, therefore, offer opportunities
to create relevant use cases that can then be developed as products
or services. This is a clear example of value creation within the
portfolio as the business units benefit from a close link to a high-
profile technological developer and in return Sonae IM benefits
from Sonae’s stronghold in the retail sector, which creates
an environment around which Sonae IM builds solid expertise and

a distinctive value proposition.

The Universo Card is an example of a product entirely created
to address customers’ needs by leveraging Sonae’s expertise
and credibility. Back in 2015, the Portuguese financial services
sector presented an opportunity. While the economy and private
consumption were showing very positive signals, the bank
industry was still failing to adapt. Sonae quickly explored this
opportunity with the creation of Sonae FS, a financial services
company that successfully combines Sonae’s retail expertise with
Fintech’s best practices. Sonae’s large customer base and reputation
as a trustworthy partner, coupled with its expertise on credit sales
via Worten, created a competitive advantage that resulted in the
Universo Card, which is one of the top3 credit card in the market
with a market share of 12.8% at December 2019.
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Strong brand recognition

Sonae is a trusted brand around the world, which is both
a responsibility and a demonstration of the success of its

mission, culture and values.

Our corporate values from which we never deviate foster
the ongoing trust of our brand. Customers and suppliers
trust and have confidence in Sonae, public institutions and
associations value and admire Sonae, academia has a high
regard for Sonae, competitors respect Sonae and employees

are proud to work at Sonae.

Common customers between sub holdings

Sonae Sierra shopping centres

Sonae’s portfolio includes several retail brands that are part
of the everyday of its customers, each one striving to offer
a distinctive value proposition to its customers. It is a fact
that each one of our retail brands works in a specific business
environment with its own market dynamics and trends.
However, as a Group we can find commonalities across the
different markets and we can move together, stronger, faster
and better.

There are significant benefits from this strategy. Not only
do we benefit from the synergies of a common strategy,
but we can also leverage the experience and strong position
of our more mature brands. Additionally, we can share
experiences and knowledge about our stakeholders and
other market agents, thus mitigating some of the risks. As an
example, we know the high quality of the value proposition
offered by Sonae Sierra in managing shopping centres and

we understand this has a lower risk for our retail brands.

Sonae business units are autonomous and must pursue their
own strategy, but the holding company can facilitate this

process with a more comprehensive view of the market.

WORLD
ECONOMIC
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Integrated loyalty programmes

The excellence of our loyalty programme is a world-wide case study and it is a solid demonstration
of our customers’ trust. Sonae’s mission of sharing value creation is embedded in its loyalty
solutions, developed with the purpose of sharing its success with its trusting clients and making

their shopping experience more enjoyable.

The Continente Card highlights the relationship we have built with our customers, with more than
4 million subscribers and with a loyalty of c.85% of sales made through the card, allowing us to
grow with our customers. The Universo Card offers a range of payment options coupled with
reinforced loyalty benefits to our clients, its simplicity and value proposition to our customers

were at the root of its success and it represents c.13% of all credit card payments in the country.

Finally, Worten loyalty card focuses on simplifying the shopping experience, offering an integrated

solution to manage purchases, warranties and offering added benefits to its 4.7 million subscribers

31

(Portugal and Spain). We innovate for our customers and they return this with trust.

Knowledge sharing

Sonae is a world of its own. Our activities are increasingly
more international, our portfolio is built around retail and
telecom, but spans across a wide range of sectors and

industries and our team is incredibly diverse.

This diversity, coupled with an innovative
and entrepreneurial mindset, offers us
value creation opportunities through
knowledge sharing within the Group.

Sonae’s knowledge sharing framework is very flexible
and varies from shared Management Systems for key

management processes to group meetings that can adopt

different levels of formality, from consulting groups that define
policies, such as Human Resources, Risk Management and
Sustainability to forums to share Knowledge, as well as create
networking and synergies such as Planning and Control,

Administration and Tax, Innovation and Legal.

Our main goal is to create common places where our diversity
notonlyinteracts but also challenges the established knowledge
by putting forward an innovative, disruptive or simply different
perspective. As a holding company, Sonae takes an active role
in creating bridges across the portfolio that bring together all
its business units and promote knowledge sharing as a driver

towards innovation and value creation.
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Group synergies

Sonae’s portfolio benefits from synergies of scale by adopting strategies that allow resources
to be shared and, therefore, optimising its efficiency. This enables Sonae, with the portfolio
of businesses acting as one company, to lower costs through carrying out procurement through

coordinated approaches.

The holding company works as an interface between the business units and the market,
coordinating the negotiations across a wide range of services such as IT licensing and services,
telecommunications, media and advertising, energy, fleet management, insurance, financing and

debt management.
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4.3.2. Active Portfolio Management

The growing autonomy and inherent accountability of each business unit

Sonae has been working on changing the Group’s structure in order to ensure each business unit is more autonomous and
independent and to have a holding company that is more focused on portfolio management and other responsibilities. Such
responsibilities are either for the holding company like Group Strategy and Control, Investor Relations and Social Responsibility

or are functions that can have a more transversal role like Internal Communication, Public Affairs, or Financing.

Each business unit needs a dedicated Board and Executive Committee, as well as support structures in order to have
competencies that enable greater levels of autonomy, and inherent accountability, thus creating the conditions to respond more
rapidly to the growing challenges of ever-changing competitive landscapes. The role of the holding company in relation to its
businesses is to ensure these conditions are in place in each business unit and then to challenge them to deliver an adequate
performance to create value in the long run. Sonae’s Group Executive committee participates in the board of each business

unit in order to ensure this alignment.

Another responsibility of Sonae, as a holding company, is to actively manage its portfolio of businesses, by ensuring the
best capital allocation in order to create value. The new management team will be more active and decisive in managing
Sonae’s portfolio, supported by the same set of values. Our process of capital allocation is described in detail in the following

chapter.

What remains the same... ...and what changes

Our purpo

Less operation intervention in businesses

Our peop P More active portfolio management and capital reallocation

Increased pursuit of new growth arenas

YAYE

On top of this, Sonae manages a wide and rich portfolio that provides a privileged position to understand market challenges
and how to convert them into growth opportunities. This integrated vision of an extensive network per se creates a rich

environment that promotes value creation within the portfolio and highlights the role of Sonae as a holding company.
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Sonae is a Holding company with a diverse portfolio of businesses and it has a history of active portfolio management

underpinned by a disciplined approach to capital allocation. In fact, actively managing and optimising the capital allocated

at both the portfolio and business level plays a pivotal role in Sonae’s strategy, impacting its capacity to create long-term

economic and social value.

DISCIPLINED

STRUCTURED

CAPITAL
ALLOCATION

Business unit' strategies Business logic
challenged, informed by ﬁ
Sonae’s view

on each sector.

Is the industry

Medium-term financial
plans are estimated value
creation of each initiative
evaluated at group level.

Q Value added logic Q

attractive and do we
have a strong position?

Portfolio balance

Understand the portfolio exposure to specific trends and factors
(e.g sectors, geographies, disruptive techonologies, growth).

PORTFOLIO

ASSESSMENT
METHODOLOGY

Capital markets logic

How much is the
business worth to
Sonae vs. the market?

How likely is Sonae
to add value
to the business?

On the one hand, the Holding company focuses on building
a comprehensive view of each building block, continuously
monitoring the operational performance of its entire portfolio

of companies and their sectors.

This systematic approach is the cornerstone of the strategy
definition, elevating the level of discussion and how
businesses are challenged in order to achieve their full
potential. Together with thorough medium-term financial
planning and the estimated value creation/returns of each
initiative, capital allocation decisions are assessed at the
group level, always combined with a conservative approach

to financing decisions.

On the other hand, the Holding company performs
a structured portfolio assessment that guides portfolio
decisions (invest, cut back, acquire or exit), encompassing

two important analyses:

Logics analysis is based on three principles, which
explore the rationale/reasons for owning each

business:

1. Business logic: Is the industry attractive and do we hold
a strong position? To assess the structural attractiveness
of a business, namely the sector or market each business
competes in and the strength of its competitive position

in that market.

2. Value added logic: How likely is Sonae to add value
to the business? To evaluate if Sonae is the best parent for
agiven business, i.e. to assess the value it adds to a business,
coming both from the relationship between the parent
company and the business and from the linkages/synergies

established between sister businesses.

3. Capital markets logic: How much is the business
worth to Sonae vs. the market? To understand the state
of the capital markets, namely how the market values
Sonae’s assets in comparison to the net present value

of future cash flows that Sonae estimates for the business.



Annual Report 2019

35

Lastly, a Portfolio Balance analysis provides Sonae with
a holistic view of the portfolio and enables it to understand
its capital exposure to specific trends and factors (e.g. sector,

growth, geography, technology disruption...).

Sonae’s partnership with JD and Sprinter in the Iberian
Sports Retail Group (ISRG) is a clear example of how Sonae
continuously monitors the strategy of each business in its
portfolio and how it approaches capital allocation as a key
dimension of Sonae’s strategy. <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>