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Growth for Orkla in second quarter 

Orkla achieved satisfactory profit in the second quarter. Orkla Foods made the greatest progress, mainly driven by the performance of Procordia Food in Sweden, Orkla Brands once again delivered a good result, as the Biscuits and Confectionery businesses managed to both increase sales and cut costs. Compared with the corresponding period last year, Group profit before tax rose from NOK 1.1 billion to NOK 1.7 billion.

The upswing on the financial markets has increased the value of Orkla’s financial portfolio, and the entire loss provision posted in the first quarter has now been reversed. Sales of portfolio shares and settlements for previously divested companies contributed to strong cash flow in the second quarter.

“We have had a quarter with many satisfactory operational improvements and a strong cash flow,” says Group President and CEO Finn Jebsen.

“We  are pleased with the performance of Orkla Foods and Orkla Brands. As far as Beverages is concerned, there is a positive momentum and it should be noted that the Russian market has again shown good growth.

As for the Danish advertising market, the outlook remains uncertain and we still see no clear signs of improvement. We are making every effort to further reduce operating costs in this area of the business.”

The Orkla Group’s revenues for the first six months of 2003 totalled NOK 21.5 billion, on a par with the first half of last year. Group operating profit before goodwill amortisation for the same period amounted to NOK 1.6 billion, compared with NOK 1.7 billion in 2002.

At the end of the second quarter, Orkla’s earnings per share were NOK 5.7, compared with NOK 4.8 at the end of June last year.

BRANDED CONSUMER GOODS

· Orkla Foods reported operating profit before goodwill amortisation of NOK 385 million for the first six months, up NOK 33 million from the corresponding period of last year. Underlying operating revenues were on a par with the same period last year. Procordia Food achieved particularly strong margin growth in the second quarter.

· Orkla Beverages (40 per cent of Carlsberg Breweries)

For the first six months of 2003, Orkla’s 40 per cent stake in Carlsberg Breweries represented operating profit before goodwill amortisation of NOK 484 million, down from NOK 666 million in the corresponding period of last year. Operating revenues for the first six months totalled NOK 6.9 billion, down from NOK 7.3 billion in the first half of 2002. Currency effects had a negative impact on both revenues and profit. Carlsberg Breweries achieved market growth and higher sales in Russia and Southern Europe, but reported weaker growth in the Nordic region. The Carlsberg brand achieved four per cent volume growth in the first six months.

· Orkla Brands increased its operating profit before goodwill amortisation for the first six months to NOK 444 million, up 21 per cent compared with last year. Orkla Brands achieved higher margins and lower costs in the period, and continued to benefit from the positive effect of new product launches and a better product mix. The improvement projects implemented in the Biscuits and Confectionery businesses are now starting to take full effect. Orkla Brands had several new launches in the past quarter. The Biscuits business launched Ballerina Mint biscuits and Café Colour Cookies, while Confectionery introduced Smash Rød and New Energy Müsli. There was little change in market shares compared with the first quarter, but Biscuits, Confectionery and Snacks have particularly strengthened their market positions.

· Orkla Media posted operating profit before goodwill amortisation for the first six months of NOK 74 million, up from NOK 47 million last year. This rise in profit can largely be ascribed to the newspaper business in Norway and Magazines.

The advertising market is still slow in Denmark and results are weak. In the second quarter Berlingske reported slightly lower operating profit than last year. The decline in advertising revenues was largely offset by lower paper prices and the effects of cost saving measures.

CHEMICALS

Borregaard’s operating profit before goodwill amortisation for the first six months totalled NOK 263 million, compared with NOK 311 million last year. While Borregaard was able to report profit growth for Fine Chemicals, markets remained weak for most of the other areas. Improvement programmes and tight cost controls made a positive contribution to profit.

FINANCIAL INVESTMENTS

At the end of the second quarter, pre-tax profit for the Financial Investments division totalled NOK 849 million, compared with NOK 508 million at the same time last year. Orkla’s investment portfolio yielded a return for the first six months of 10.2 per cent. The investment in Elkem and the sale of Bergesen and Hafslund shares made the strongest contribution to this return. The NOK 668 million write-down of the portfolio in the first quarter was reversed in its entirety. As of 30 June 2003, the market value of the portfolio was NOK 11.9 billion. Unrealised gains on the portfolio totalled NOK 1.1 billion.

FINANCIAL SITUATION

No major expansion investments or acquisitions were made in the second quarter. Orkla bought back 1.6 million of its own shares in the first quarter, and in connection with the buy-out of the other shareholders in Nordstjernen Holding in the second quarter, the Group took over approximately another 708,000 Orkla shares.

As of 30 June 2003, net interest-bearing liabilities totalled NOK 19.2 billion, down NOK 0.3 billion from the start of the year. The average borrowing rate in the first six months was 4.8 per cent. The equity-to-assets ratio rose by 2.1 percentage points during the second quarter and was 37.1 per cent at the end of the first six months.
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GROUP INCOME STATEMENT
	

	1.1.–30.6.
	
	1.4.–30.6.

	Amounts in NOK million
	2003
	2002
	2002
	2003
	2002

	Operating revenues
	21 489
	21 451
	42 979
	11 619
	11 173

	Operating expenses
	(18 727)
	(18 644)
	(37 084)
	(9 853)
	(9 500)

	Ordinary depreciation and write-downs
	(1 157)
	(1 112)
	(2 232)
	(594)
	(560)

	Operating profit before goodwill amortisation
	1 605
	1 695
	3 663
	1 172
	1 113

	Ordinary goodwill amortisation and write-downs
	(263)
	(244)
	(499)
	(133)
	(127)

	Other revenues and expenses 1)
	(49)
	(32)
	(143)
	(48)
	(32)

	Operating profit
	1 293
	1 419
	3 021
	991
	954

	Profit from assosciates
	626
	172
	305
	55
	85

	Dividends
	383
	320
	369
	357
	307

	Portfolio gains
	(102)
	179
	(95)
	538
	41

	Financial items, net
	(478)
	(587)
	(1 193)
	(210)
	(309)

	Profit before tax
	1 722
	1 503
	2 407
	1 731
	1 078

	Taxes
	(465)
	(406)
	(630)
	(468)
	(291)

	Profit after tax
	1 257
	1 097
	1 777
	1 263
	787

	Of this minority interests
	71
	94
	166
	55
	54

	Profit before tax, Industry division
	873
	995
	2 067
	794
	733

	Profit before tax, Financial Investments division
	849
	508
	340
	937
	345

	Earnings per share fully diluted (NOK) 
	5.7
	4.8
	7.7
	5.8
	3.5

	Earnings per share fully diluted,adjusted (NOK) 2)
	7.1
	6.1
	10.6
	6.6
	4.3


1) Other revenues and expenses totalled net NOK -49 million per second quarter 2003. This is primarily related to provision regarding improvement programmes in Orkla Foods. 

2) Excluding goodwill amortisation and other revenues and expenses.


OPERATING REVENUES
OPERATING PROFIT BEFORE


GOODWILL AMORTISATION
	


	1.1–30.6.
	
	1.4.–30.6.
	1.1.-30.6.
	
	1.4.-30.6.

	Amounts in NOK million
	2003
	2002
	2002
	2003
	2002
	2003
	2002
	2002
	2003
	2002

	Orkla Foods
	5 561
	5 329
	11 062
	2 898
	2 641
	385
	352
	902
	241
	185

	Orkla Beverages
	6 929
	7 270
	14 516
	4 083
	4 075
	484
	666
	1 364
	493
	525

	Orkla Brands
	2 304
	2 202
	4 500
	1 131
	1 070
	444
	367
	787
	231
	192

	Orkla Media
	3 589
	3 620
	7 079
	1 863
	1 882
	74
	47
	148
	58
	56

	Eliminations
	(88)
	(68)
	(157)
	(38)
	(29)
	0
	0
	0
	0
	0

	Branded Consumer Goods
	18 295
	18 353
	37 000
	9 937
	9 639
	1 387
	1 432
	3 201
	1 023
	958

	Chemicals
	3 087
	3 017
	5 726
	1 625
	1 490
	263
	311
	537
	160
	171

	H.O./Unallocated/Eliminations
	 (48)
	(31)
	(58)
	(22)
	(17)
	(52)
	(58)
	(116)
	(16)
	(23)

	Industry division
	21 334
	21 339
	42 668
	11 540
	11 112
	1 598
	1 685
	3 622
	1 167
	1 106

	Financial Investments division
	
155
	
112
	
311
	
79
	
61
	
7
	
10
	
41
	
5
	
7

	Group
	21 489
	21 451
	42 979
	11 619
	11 173
	1 605
	1 695
	3 663
	1 172
	1 113


GROUP BALANCE SHEET
	
	30.6.
	30.6.
	31.12.

	Amounts in NOK million
	2003
	2002
	2002

	Assets:
	
	
	

	Long-term assets
	28 125
	27 468
	26 786

	Portfolio investments etc.
	10 983
	12 017
	11 998

	Short-term assets
	15 268
	14 287
	14 338

	Total assets
	54 376
	53 772
	53 122

	Equity and Liabilities:
	
	
	

	Equity and minority interests
	20 183
	19 015
	18 691

	Interest-bearing liabilities
	21 305
	22 968
	22 443

	Interest-free liabilities and provisions
	12 888
	11 789
	11 988

	Total equity and liabilities
	54 376
	53 772
	53 122

	Equity to total assets (%):
	
	
	

	
Book 
	37.1
	35.4
	35.2

	
Including unrealised gains before tax
	38.3
	37.8
	35.4
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