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2007 STATE BUDGET BRINGS TAX CHANGES

Amongst other changes, the 2007 budget unveiled in late October will bring changes to the Personal Income Tax by allowing married couples to make deductions of
up to 55% of the minimum monthly statutory wage, i.e. 5% more than in 2006. Also, from 2007 onwards the Motor Vehicle Tax, which is based on the engine capacity
of motor vehicles, will be progressively replaced by a road tax, which is based on the use of motor vehicles on the public roads. In practice, motor vehicles will be
cheaper to buy and more expensive to use.

PT TAKE-OVER BID: VODAFONE THREATENS TO GO TO COURTS

Vodafone threatens to go to court if the proposed take-over bid of Portugal Telecom, the biggest telecommunications operator in Portugal, by Sonae, the largest
private employer in Portugal, takes place. According to the Portuguese Press Vodafone does not accept to be harmed by the conditions set by the Competition
Authority in respect of this deal.

PORTUGAL MORE ATTRACTIVE TO FOREIGN DIRECT INVESTMENT

An Ernst & Young report recently presented at the Portuguese Economist Association on October 23 named "Portugal: Cause for Optimism” reveals that Portugal
became a more attractive destination to foreign direct investment in 2005 in comparison to 2004. The country's inclusion in the Euro zone, the established social
environment, the quality of life of the population together with their linguistic abilities are the main reasons that are seducing an increasing number of companies

IKEA ANNOUNCES MAJOR INVESTMENTS IN PORTUGAL

Furniture giant IKEA recently announced plans to invest 660 million in Portugal by 2015, including three new factories. The factories are to be built near Pasos de
Ferreira, an industrial town about 300 kilometers north of Lisbon, the company said at a joint announcement with the Portuguese Government. The overall investment
is expected to create more than 2000 jobs in northern Portugal.

AUTOEUROPA WINS NEW SCIROCCO

Volkswagen AutoEuropa (Germany) will produce a new vehicle - probably the Scirocco - at its Palmela plant, thus ensuring ongoing production at Portugal's most
important industrial complex through to 2008. The plant has already won a contract for VW's top-of-the-range Eos vehicle which is expected to sell some 45,000
vehicles a year. The new Scirocco is likely to sell 20-30,000 vehicles a year.

PORTUGUESE GOVERNMENT OFFERS !30 MILLIONS TO 120 PROJECTS

Economy minister Manuel Pinho signed on October 24" protocols that aim to support 120 projects or small and medium sized companies in the areas of innovation
and technology. The Government will be providing a total support of 130 million euros.
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