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Positive results for Branded Consumer Goods

Orkla’s Branded Consumer Goods business reported profit growth in the third quarter. Orkla Foods’ profit continued to improve, Orkla Brands maintained a high profit level and profit for Orkla Media was also higher. Profit for the Chemicals business was once again negatively affected by Denofa and fine chemicals. 

Orkla’s third quarter operating profit before goodwill amortisation was up 3 % compared with last year and totalled NOK 582 million. Operating revenues at the end of the first nine months amounted to NOK 23.5 billion, NOK 1.6 billion higher than in the same period last year. 

“Orkla’s Branded Consumer Goods business has so far achieved positive growth. In the Chemicals area, the core businesses reported good results and we are now restructuring the rest,” says Group President and CEO Finn Jebsen.

In this connection, Orkla has given notice of provisions and write-downs in the Chemicals area that will improve annual profit by approximately NOK 125 million from 2006. The Chemicals area has posted NOK 515 million under “Other expenses” in the third quarter. 

The continued rise on the stock markets also resulted in an increase in the value of Orkla’s investment portfolio. The return has been 17.5 per cent so far this year, and in the first nine months the market value of the portfolio increased by NOK 2.1 billion. 

BRANDED CONSUMER GOODS

· Orkla Foods reported operating profit before goodwill amortisation of NOK 320 million in the third quarter, compared with NOK 286 million in the same period last year. Although top line growth is a challenge, Orkla Foods has achieved profit growth in seven of its eight divisions. The acquisition of Bakehuset contributed to a 33 per cent rise in sales for Bakers in the third quarter. 

· Orkla Brands posted operating profit before goodwill amortisation of NOK 217 million in the third quarter, down from NOK 223 million in the same period last year. This decline, which also applies to operating revenues, is largely due to the loss of contract production for export for Unilever. On the domestic market, operating revenues were on a par with last year. Orkla Brands’ market shares were generally stable and relatively unchanged from the second quarter.

· Orkla Media’s third quarter operating profit before goodwill amortisation was NOK 43 million, up from NOK 33 million last year. The newspaper businesses in Denmark and Norway achieved positive revenue and profit growth, while the results for newspapers in Central and Eastern Europe were on a par with last year, despite negative circulation growth. National distribution of the free newspaper Urban will have a negative impact on profit in Denmark in future.

CHEMICALS 

Borregaard’s third quarter operating profit before goodwill amortisation was NOK 45 million, down from NOK 55 million. The difference was primarily ascribable to a significant decline at Denofa, while Borregaard ChemCell achieved substantial growth. Denofa is now undergoing a restructuring process in which alternative forms of operation and structural solutions are being considered. Provisions and write-downs in connection with restructuring in the Chemicals area are expected to improve annual profit by about NOK 125 million from 2006. In this connection, the Chemicals business posted a total of NOK 515 million under “Other expenses” in the third quarter. 

FINANCIAL INVESTMENTS
After rising 19.6 per cent in the first six months of the year, the Oslo Stock Exchange Benchmark Index rose a further 7.2 per cent in the third quarter. The Index was thus 28.3 per cent higher than at the beginning of the year. In the same period, the return on Orkla’s investment portfolio was 17.5 per cent. Pre-tax profit for the Financial Investments division amounted to NOK 219 million in the third quarter, compared with NOK 95 million in the same period last year. Realised gains totalled NOK 202 million, compared with NOK 72 million last year. Dividends received were NOK 31 million, compared with NOK 2 million last year. The market value of the portfolio at quarter-end was approximately NOK 16.8 billion, and foreign investments accounted for 32 per cent of the portfolio.

FINANCIAL SITUATION

Free cash flow from operating activities amounted to NOK 932 million in the third quarter, which is NOK 148 million better than in the third quarter of last year. Write-downs and restructuring costs in the Chemicals area have a negative effect on profit, but have no effect on third quarter cash flow. Otherwise, the depletion of soya bean inventories contributed to a rise in working capital for the Chemicals business. 

Net acquisitions amounted to NOK 160 million for the quarter and were mainly related to Orkla Foods’ purchase of Spilva in Latvia and Orkla Media’s purchase of Polish newspapers. Divestments (Orkla Exolon) totalled NOK 35 million. 

At quarter-end, net interest-bearing liabilities amounted to NOK 82 million and the equity to total assets ratio was 67.2 per cent. 

GROUP INCOME STATEMENT
	
	1.1.–30.9.
	1.1.–31.12.
	1.7.–30.9.

	Amounts in NOK million
	2004
	2003
	2003
	2004
	2003

	Operating revenues
	23 474
	21 919
	30 160
	7 736
	7 359

	Operating expenses
	(20 746)
	(19 317)
	(26 495)
	(6 852)
	(6 479)

	Ordinary depreciation and write-downs
	(920)
	(915)
	(1 243)
	(302)
	(314)

	Operating profit before goodwill amortisation
	1 808
	1 687
	2 422
	582
	566

	Ordinary goodwill amortisation and write-downs
	(282)
	(288)
	(391)
	(96)
	(98)

	Other revenues and expenses*
	(662)
	(50)
	(790)
	(550)
	0

	Operating profit
	864
	1 349
	1 241
	(64)
	468

	Profit from associates
	156
	662
	658
	54
	59

	Dividends
	680
	384
	437
	31
	2

	Portfolio gains
	574
	(30)
	259
	202
	72

	Financial items, net
	(150)
	(446)
	(609)
	(32)
	(132)

	Ordinary profit before tax
	2 124
	1 919
	1 986
	191
	469

	Taxes
	(531)
	(524)
	(624)
	(48)
	(127)

	Ordinary profit after tax
	1 593
	1 395
	1 362
	143
	342

	Gains/discontinued operations
	12 529
	535
	574
	0
	383

	Profit for the year
	14 122
	1 930
	1 936
	143
	725

	Of this minority interests
	37
	24
	35
	12
	5

	Profit before tax, Industry division
	678
	975
	706
	(28)
	374

	Profit before tax, Financial Investments division
	1 446
	944
	1 280
	219
	95

	Earnings per share (NOK) 
	68.4
	9.2
	9.2
	0.6
	3.5

	Earnings per share fully diluted (NOK)
	68.2
	9.2
	9.2
	0.6
	3.5

	Earnings per share fully diluted, adjusted (NOK)**
	11.6
	11.4
	16.2
	3.4
	4.3


To make the figures in 2003 comparable with the presentation of 2004, Orkla Beverages is presented on a single line as discontinued operation. The gain from Orkla Beverages in 2004 is presented on the same line.

* Other revenues and expenses totalled NOK - 622 million as of the end of the third quarter and are related to write-downs and restructuring at Denofa (NOK -515 million) and the fine chemicals operations in Italy, the USA and China (NOK -250 million), a restructuring provision for the sulphuric acid factory in Norway (NOK -50 million), a donation in connection with Orkla's 350th anniversary (NOK -35 million) and a gain on the sale of real estate property (NOK 188 million).

**  Excluding goodwill amortisation, other revenues and expenses and gain on sale of share in Carlsberg Breweries.



OPERATING PROFIT BEFORE


OPERATING REVENUES
GOODWILL AMORTISATION
	
	1.1–30.9.
	1.1.-31.12.
	1.7.–30.9.
	1.1.–30.9.
	1.1-31.12.
	1.7.–30.9.

	Amounts in NOK million
	2004
	2003
	2003
	2004
	2003
	2004
	2003
	2003
	2004
	2003

	Orkla Foods
	9 230
	8 534
	11 913
	3 112
	2 973
	766
	671
	1 030
	320
	286

	Orkla Brands
	3 464
	3 450
	4 739
	1 102
	1 146
	681
	667
	929
	217
	223

	Orkla Media
	5 977
	5 388
	7 378
	1 966
	1 799
	215
	107
	242
	43
	33

	Eliminations
	(143)
	(138)
	(202)
	(50)
	(50)
	0
	0
	0
	0
	0

	Branded Consumer 
Goods
	18 528
	17 234
	23 828
	6 130
	5 868
	1 662
	1 445
	2 201
	580
	542

	Chemicals
	4 720
	4 526
	6 048
	1 543
	1 439
	257
	318
	344
	45
	55

	H.O./Unallocated/
Eliminations
	(57)
	(70)
	(66)
	(14)
	(22)
	(125)
	(84)
	(131)
	(37)
	(32)

	Industry division
	23 191
	21 690
	29 810
	7 659
	7 285
	1 794
	1 679
	2 414
	588
	565

	Financial Investments division
	283
	229
	350
	77
	74
	14
	8
	8
	(6)
	1

	Group
	23 474
	21 919
	30 160
	7 736
	7 359
	1 808
	1 687
	2 422
	582
	566


GROUP BALANCE SHEET
	
	30.9.
	30.9.
	31.12.

	Amounts in NOK million
	2004
	2003
	2003

	Intangible assets
	3 854
	3 984
	3 728

	Tangible assets
	9 116
	9 645
	9 662

	Discontinued operations
	0
	5 164
	4 949

	Financial long-term assets
	6 562
	2 268
	2 176

	Long-term assets
	19 532
	21 061
	20 515

	Inventories
	3 035
	3 212
	2 996

	Receivables
	4 716
	4 692
	4 770

	Portfolio investments
	12 640
	11 477
	11 867

	Cash and cash equivalents
	1 240
	857
	1 276

	Short-term assets
	21 631
	20 238
	20 909

	Total assets
	41 163
	41 299
	41 424

	Paid-in equity
	2 006
	2 010
	2 010

	Accumulated profit
	25 403
	17 824
	11 569

	Minority interests
	242
	242
	247

	Equity
	27 651
	20 076
	13 826

	Provisions
	1 564
	1 190
	1 516

	Long-term interest-bearing liabilities
	5 534
	12 313
	13 038

	Short-term interest-bearing liabilities
	249
	1 900
	1 261

	Other short-term liabilities
	6 165
	5 820
	11 783

	Equity and liabilities
	41 163
	41 299
	41 424

	Equity to total assets (%):
	
	
	

	
Book 
	67.2
	48.6
	45.8*

	
Including unrealised gains before tax
	70.3
	50.3
	49.4*


* Calculated before allocation to additional dividend.
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