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2010
More farming can stop food crisis

2010
More farming can stop food crisis
 Fears of crisis in global food supply
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Here we go again …?g g

?

4



Outline

• What has happened?• What has happened?

• Why is it happening?
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• A Norwegian perspective

• How is Orkla tackling this situation?
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What has happened?What has happened?
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Wheat price movements

+150 %
+90 %

7 ¨Wheat (Matif), EUR per tonne



Sugar price movements

+200 %

+100 %

+200 %

8 Cane sugar (Intercontinental Exchange (ICE) USA), USD per tonne



Palm oil price movements

+200 %

+40 %

9 Palm oil, crude (cif Rotterdam), USD per tonne



Cocoa bean price movements

+140 %

10 Cocoa beans (LIFFE London), USD per tonne



Skim milk powder price movements

+140%
(2006-2009/10)
+90 %

+70 %

11 Skim milk powder (Poland), EUR per tonne



FAO Food Price Index
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The FAO Food Price Index is a commodity price index (meat, dairy products, cereals, 
vegetable oils, sugar)

Source: FAO
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Why is it happening?

This makes prices This makes prices 

Demand
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fall
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Demand
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Why is it happening?

This makes prices This makes prices 

SubstitutionChina, India – new Demand

p
fall

p
rise

Substitution, 
especially between 

meat and vegetables
Financial crisis

,
high-growth 
economies

Energy prices

Demand

Financial crisisgy p
Climate – policy, 

bioenergy

Productivity growth, 
Output, intensity

C

Disasters – in 2007, 
Australia (wheat), 

2010: Russia

Supply

Cultivated land area –
potential, but uncertain

2010: Russia, 
Ukraine (wheat)
Protectionism –

Russia UkraineRussia, Ukraine...

Source: NILF
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Protectionism and trade war?

Financial Times 11 November 2010 Dagens Næringsliv 15 November 2010
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No new WTO agreement yet …

Trade blocks increasingly important …

Source: WTO Secretariat
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The alternative to a new WTO agreement
... and other regional trade agreements 
(”th  h tti b l”)(”the spaghetti bowl”)

Source: WTO Secretariat Leads to complicated terms of trade and less 

19

predictability. The principle of “survival of the fittest”  
applies. 



What will happen in the future?pp
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Food production must be increased, using 
less arable land per capitaless arable land per capita

• The global population will 
exceed 8 billion in 2030

• Global farmland can be Global farmland can be 
increased by max. 7%

• Significant reduction in 
arable land per capitaarable land per capita

21 Source: FAO



Disgreement on adjustments

Sverre Leiro (CEO NorgesGruppen): Ole Gjølberg (Professor of Finance, UMB):

•In emerging economies that currently export large 

volumes, the population will gradually demand 

more of the raw materials themselves. 

•Scarcity? There is a scarcity of all economic goods.

•Low global food prices have led to low production, 

which then drives prices up when crops or markets 

•This may lead not only to higher prices, but also 

to the scarcity of certain goods. 

This applies to cereals oil berries and

p p p

fail. 

•Many countries can significantly increase their 

prod ction
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•This applies to cereals, oil, berries and 

vegetables.

production.



What will happen in the future?

• The increase in prosperity in Asia represents a ”shift”; ”rich people eat more than 
poor people” 

• There is underlying population growth – more mouths to feed

• Supply-side adjustments will be made – more land will be cultivated, production will 
be adapted and new technology will be introduced, but climate changes and 
increased energy needs create uncertainty

• Raw material prices will remain high for the next 10 yearsp g y

• Significant price fluctuations
 Stronger connection between the energy and 

raw materials markets
 Large institutional investors in the futures 

market
 Reduced inventories
 Extreme weather 
 Trade measures/protectionism on the part of 

23

p p
individual countries

Sources: EU Commission, FAO, OECD, NILF
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A Norwegian perspectiveA Norwegian perspective
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Norwegian import protectiong

High tariff Moderate tariff (Non-
A I)

Low/no tariff
Annex I)

meat bakery goods fish

dairy products

cereals

pizzas/pies

jams

beer/soft drinks

tropical productscereals

potato products

jams

sauces

h l

tropical products

sugar

Norwegian 
vegetables, fruit 

and berries

chocolate

ice cream
and berries
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Differences in raw material prices Norway – EU
NOK per kg (2009)NOK per kg (2009)

56 7
66,2

56,7

33,5

5,1
31,0

17 7
,

2,4

17,7
20,8

NO EU NO EUNO   EU

Wheat

NO   EU

Cheese

NO   EU

Milk powder

NO   EU

Beef

27

p

Source: NILF



How is Orkla tackling this situation?How is Orkla tackling this situation?
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Orkla Brands’ 10 largest raw material categories 2009Orkla Brands  10 largest raw material categories 2009

Tomato paste

Sugar
Fruit and berries

Vegetable oils

Meat

Cocoa

Cheese
Flour, cereals and 

baking mixes 

S i h b t
Fish, seafood
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Spices, herbs, etc.



Orkla’s exposureOrkla s exposure

Total raw material costs for 
Orkla Brands

Raw material costs for Orkla 
Brands Norwayy

Consumption 
2009 (NOK)

Share 
purchased by  
O kl  B d  

Consumption 
2009 (NOK)

Share 
Norwegian raw 2009 (NOK) Orkla Brands 

Norway
2009 (NOK) Norwegian raw 

materials

NOK 6 5 bn 37 % NOK 2 4 bn 56 %NOK 6.5 bn 37 % NOK 2.4 bn 56 %

Concerns food-based raw materials
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• Orkla Brands companies follow developments closely

• We spend time on trade and business policy. This is 
ti l t  d t di  th  i ifi  f thi  li  essential to understanding the significance of this policy 

for raw material price trends. 

• Our ambition is to obtain compensation for higher raw 
material prices in the finished goods marketmaterial prices in the finished goods market
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