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More farming can stop food crisis

» Hears of crisis in global food supply

&1 Ban on wheat exports sends global prices skyrocketing Stl‘ld2§ om
matkrisen

S Tid for benner
Productlon must rise to banish hunger

Food price rises renew fears of riots

Traders warn

Sugar prlces soar to 30-year hlgh of frher

sugar prices
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Ukraine export 7Ligger | (&[S
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Outline

- What has happened?

- Why is it happening?

< What will happen in the futurc

= A Norwegian perspective

= How is Orkla tackling this situation?
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Wheat price movements

Datagain Information Service

EUR/MT 3/11/2010: 2210
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Datagain Information Service

Sugar price movements

~+100 %

USDy/MT
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Cane sugar (Intercontinental Exchange (ICE) USA), USD per tonne@ O RKLA
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Palm oil prlce movements

Datagain Information Ser
UsSDy/MT 3/11/2010: 1032
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Cocoa bean price

movements

Datagain Information Service

USD/MT

3/11/2010: 2954
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Cocoa beans (LIFFE London),

USD per tonne
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Skim milk powder price movements

Datagain Information Service

EUR/MT

27/10/2010: 2254
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Skim milk powder (Poland), EUR per tonne
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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) @ ORKLA

Source: FAO Bl'andS



Why is 1t happening?

{£} ORKLA

Brands



Why is it happening?

This makes prices
rise

This makes prices

Demand

Supply

Brands



Why is it happening?

This makes prices

This makes prices
fall

rise

Demand hlgh growth
economies
¢ Energy prices
Supply = P duct|V|ty growth,

Australia (wheat),
2010: Russia,
- Ukraine (wheat)

Source: NILF

. Cultivated land area —

Output, intensity

otential, but uncertain:

Brands
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Protectionism and trade war?

Grain export
bans create
a fresh crop
of problems

Pavei moten
odeleggende
handelskrig

v acion. By restricting their

News analysis nations
aim 1o ke Iscal pmariets

Government well supplied and cap local

ontro adding prices. Ia that way, the
to agricultural price poiitical worest. But the 4

yolatility, WEIteS  mtonal mupies pushng
:’:“" P e owe Forebygge: Stillehavsgruppen Apec tror at
Cenkers et about he ik o beng wnable o secur fri handel skal hindre nye kriser. Mye stir

Japan esa-g .
in the west, commodity respond by hoarding sap-
traders are warning of a plies. further driving wup
very different phencmencor:  prices. :
“apdlation®. The US Department of
Amid sapply shortages Agriculture said this week
and panic buying scress the that controls on cotton o
globe, prices for cottop, exports by  Indis, the
sugar and wheat have g world's second-largest
ra]kd to multhyear exparter, had raised con-
weaek, pushing up ocerns about its celinbility as
shﬂ{plarmemunrmm supplier. The result was

og faller pa forholdet mellom Kina og USA.
Valutakrangel: — Hvis de ikke klarer &
danse tango sammen, vil det skape nye
problemer for verdenshandelen, sier direk-
toren ved Peterson-instituttet.

Financial Times 11 November 2010 Dagens Neeringsliv 15 November 2010

. {£} ORKLA
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No new WTO agreement yet ...

Trade blocks increasingly important ...

Source: WTO Secretariat -

. {£¥ ORKLA

Brands



The alternative to a new WTO agreement
... and other regional trade agreements

(’the spaghetti bowl™)

-— — e L - EurAsEC e
Iy TR uf
= il s, S e -h
. ot e = . %
- e o
-
[

Andean
Communi

Source: WTO Secretariat ' .Lead.s to gqmplicatec_l tgrms of trade_ and less .
predictability. The principle of “survjyal of the fittest”

10 applies. @ ORKLA
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What will happen in the future?
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Food production must be mcreased using
land pei -

m, per
capita

3,000 -

2,50

2,500

2,250

2,000

less ar:

N

21

2000

2015

billions
-85
< The global population will
exceed 8 billion in 2030
Fi = Global farmland can be
increased by max. 7%
- Significant reduction in
- 6.5 arable land per capita
5.5
2030
Source: FAO @ ORKLA
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Disgreement on adjustments

NORGESGRUPPEN:
Spar mangel

Sverre Leiro (CEO NorgesGruppen):

*In emerging economies that currently export large
volumes, the population will gradually demand
more of the raw materials themselves.

*This may lead not only to higher prices, but also
to the scarcity of certain goods.

*This applies to cereals, oil, berries and

vegetables.
22

Vareknapphet? Ikke far Norge eri krigog
kysten minelagt, sier skonomiprofessor
Ole Gjelberg.

Professor
avviser
matkrise

Ole Gjglberg (Professor of Finance, UMB):

*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
fail.

*Many countries can significantly increase their

{£} ORKLA

Brands

production.
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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 years

= 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
individual countries

Sources: EU Commission, FAO, OECD, NILF @ : RKL‘ \




Dirlige kornavlinger gjer sitt til at alprisene vil stige,

ifalge Carlsbarg. FORG WY NETVALLE/SCAHPYX

@y kornpris
gir dyrere ol

24

INSIDE THIS WEEK: TECHNOLOGY QUARTERLY

The
Economist

Wrhy you should still be scared of Iran
The world's best and worst schools
Unzipping your genes

The beginning of the end for Chiver
Our boaks of the year

rykter
ptoyer

Egypt

Matkrise: En ny global matkrise kan bli
resultatet av ekende matvarepriser og flere
naturkatastrofer.

Reprise? | Egypt frykter de ni en reprise
av situasjonen i 2008, da heye matpriser
forte til voldelige opptayer.

KOMNOMI FRYKT. Libane-
stpceo ) KENNETH i
Evpt o verdens stecste 2™ LUND hes
importar a fvete. Drama- et 40 Kairo er
tisk prisoppgang pd hvets | . KARD recdfingns-
@F N reike andre matvarer ghar ELIN lrise ogakie
at bdde myndighetene o FN 5 matpriser kan
frykter en repetision av situa. 5, HBYL.AHB fora il voldelige
sjanen fra sarvintaran 2008 Da L FoTo

forte oppleyer | uikanten av
hovedstaden Ksiro ] voldelige  Futima Hachem ved FNs Food  forbod pi hvete, stter torke of
me and i O | sommer, noe som
sam igjen resultérte | skader og  (FAD) i Kaira. Igjen sendte prisene pi hvete o
dodsfall. Blant annet bile en lien Egypt has nemiig ikke nubbe-  nndre basipmrer rett | taket.
patt sloatt op drept av politiet. gjans Hl & fo sine 80 millioner  Hachim mener sitazsjanen ke
Innbyggers selv, og er helt  erlkedrsmicisksom undermatva-
Shrbar situasion avhergiy av impart. rekrisen vinseren J007-2008. Men
= Egopt er | en meeget srbar of Fra komtorens § den egyptiske  det kan fort farvesye 5.
vanskelip situasion, fastslir hovedstaden analyserer of -~ Dt er blitt mer aggres-
varderer Hachem o en hisdfull  sivt, og det skal veidig Tie £ far

andre Fideksperter ikke bare  det tenn Det har alt vert
neen eplsoder, ster Hachem

Ay PS4, Tk bare vete
L L Nir DN bessker
(. e mntmnarke K
1 inn det f sene pd enkelte mabvarer

| " in Egypt hardt
1 ot av finanskrisen

Narmer seg toppenigjen

Matvarer og hvete pé Chicagobersen siste tre dr.

8 Mustimsb rzputiibh.

B 30 milliener lanbyggere mar
i arehereerdermn

|8 Hosnd Mabarsh (17, president
siden I

[ Fegues sam et st imalfytsisearike
Lmndt | arsbervendzren

B Viktig transpetinatepukt
mer Suzkanalom.

9 55000 raner (009 ety
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[Cirka en tiercierde] v Herge) rimedige gulr Prisam e rundt to kroner kiloen, Bl aie
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Norwegian import protection

High tariff

Moderate tariff (Non-
Annex |)

Low/no tariff

meat

dairy products

-y goods

B jams

fish

beer/soft drinks

cereals tropical products
potato products sugar
Norwegian
vegetables., fruit Cream
and berries
{£} ORKLA

Brands



Differences in raw material prices Norway — EU

NOK ner ka (20090)
NUKN PEr KJ (£uuYy)

66,2
06,7
33,5
1
51 31.0
17,7
20,8
2,4
| | | | | | |
NO EU NO EU NO EU NG EU
Wheat Cheese Milk powder Beef
2! Source: NILF @ O RKLA
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Fish, seafood

Flour, cereals and
baking mixes

S

S

pices, herbs, etc.

e

" Cheese

{£} ORKLA

Brands



Orkla’s exposure

Total raw material costs for Raw material costs for Orkla
Orkla Brands Brands Norway

Share

: : Share
Consumption purchased by Consumption Norweaian raw
2009 (NOK) Orkla Brands 2009 (NOK) gia

materials
Norway
NOK 6.5 bn 37 % NOK 2.4 bn 56 %

Concerns food-based raw materials

. {£} ORKLA

Brands
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Orkla Brands companies follow developments closely

We spend time on trade and business policy. This is
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 market

{£} ORKLA

Brands



{£} ORKLA

Brands
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