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Beverages reduce Orkla profit

Orkla’s operating profit before goodwill amortisation amounted to NOK 433 million in the first quarter, compared with NOK 582 million last year. First quarter profit from Carlsberg Breweries was significantly lower. On the whole, the performance of the other industrial areas was on a par with last year. 

The Financial Investments division managed relatively well on a weak market. At the end of the quarter, the market value of the portfolio was lower than the book value. NOK 668 was posted as a loss on portfolio shares as a result of this. At the end of April, however, the entire loss had been reversed due to a market upswing. 

Orkla’s operating revenues totalled NOK 9.9 billion in the first quarter, compared with NOK 10.3 billion in the corresponding period of last year. Including the posted portfolio losses, the pre-tax loss was NOK 9 million, compared with a profit of NOK 425 million in the first quarter of last year. Adjusted for currency fluctuations and Easter effects (Easter fell in the first quarter last year and the second this year), operating revenues were on a par with 2002. 

“We are not satisfied with our first quarter results. The decline in profit was due to Carlsberg Breweries, which had a poor start to the year. All in all, the performance of the other industrial areas was on a par with last year. The first quarter is generally a low season for beverages, but most markets have been affected by weaker demand than anticipated, especially in the hotel and restaurant sector,” says President and Group CEO Finn Jebsen.

BRANDED CONSUMER GOODS:

· Orkla Foods reported operating profit before goodwill amortisation of NOK 144 million, down from NOK 167 million in the corresponding period of last year. The decline was due to the effects of a late Easter. First quarter operating revenues totalled NOK 2.7 billion, on a par with last year. In order to strengthen its competitiveness, Orkla Foods has intensified its focus on improvement programmes, which will reduce costs significantly. 
· Orkla Beverages (40% of Carlsberg Breweries). The operating loss before goodwill amortisation was NOK 9 million, compared with a profit of NOK 141 million in the first quarter of 2002. Operating revenues dropped 11 per cent compared with the corresponding period of last year, to NOK 2.8 billion. While the Carlsberg brand globally achieved a five per cent increase in volume, volume growth on the European markets in general was weak. BBH increased its market shares in Russia, but overall market growth for beer was negative in the first quarter. 

· Orkla Brands increased its operating profit before goodwill amortisation to NOK 213 million, 22 per cent higher than in the first quarter of last year. Growth was partly driven by internal improvement projects, particularly in the Biscuits and Confectionery sectors, and partly by launches of new products. 

· Operating revenues for Orkla Media ended up at just over NOK 1.7 billion. Operating profit before goodwill amortisation increased to NOK 16 million, up from NOK - 9 million in the first quarter of last year. Profit growth was mainly ascribable to Newspapers Norway and Magazines, while the decline on the Polish advertising market now appears to be flattening out. The Danish advertising market is expected to remain weak.

CHEMICALS:

Borregaard’s operating revenues amounted to NOK 1.5 billion, marginally lower than in the first quarter of last year. Operating profit before goodwill amortisation fell from NOK 140 to 103 million. Profit in the Chemicals area was affected by the loss of profit from divested businesses. At the same time, new operations in Switzerland are being phased in. This reduced quarterly profit, but the trend for the rest of the year is expected to be more positive. The lignin and energy businesses performed well. 

FINANCIAL INVESTMENTS:

After falling 31.1 per cent in 2002, the Oslo Stock Exchange Benchmark Index dropped a further 9.7 per cent in the first quarter of 2003. The other Nordic markets also experienced a weak trend in the first quarter. The strongest decline was on the Finnish stock market, which fell 14.8 per cent. The return on Orkla’s investment portfolio was - 6.3 per cent in the first quarter.  

The book loss before tax for the Financial Investments division was NOK 88 million, compared with a profit of NOK 163 million in the corresponding period of last year. At the end of the quarter, the market value of the portfolio was less than the book value. In accordance with Orkla’s accounting practice, the difference was therefore posted as a NOK 668 million loss on portfolio shares. As mentioned above, however, the entire loss had been reversed by the end of April. 

Realised gains totalled NOK 28 million, compared with NOK 138 million last year. The net asset value was reduced by NOK 805 million to NOK 9.4 billion.. At the end of the quarter, the market value of the portfolio was NOK 11.2 billion, of which foreign investments accounted for just under 30 per cent. 

FINANCIAL SITUATION:

Since the beginning of the year, Orkla’s net interest-bearing liabilities have increased by NOK 921 million to NOK 20.4 billion. The balance sheet total is NOK 53.7 billion and the book equity-to-assets ratio is 35.0 per cent.

Capacity expansion at Carlsberg Breweries accounted for most of the Industry division’s expansion investments. The net value of acquired companies was NOK 66 million. Divested companies amounted to NOK 185 million in the first quarter, and are related to Borregaard’s sale of nine small power stations towards the end of 2002. The Orkla Group’s net sales of portfolio shares totalled NOK 218 million in the first quarter.

OUTLOOK:
On the whole, Orkla maintains its view of the economic prospects for 2003, as expressed in the Report of the Board of Directors in the Annual Report for 2002. Due to a somewhat weaker start to the year for Carlsberg Breweries, however, their estimate for anticipated growth in operating profit before goodwill amortisation has been reduced from 5-10 per cent (in local currency) to more or less zero growth in 2003. On the whole, positive growth is anticipated for Orkla’s other operations. Interest rates and the foreign currency situation may have certain positive effects, mainly in the latter part of the year.

Group income statement

	
	     1.1.-31.3.
	   1.1.-31.12.

	Amounts in NOK million
	2003
	2002
	2002

	Operating revenues
	9,870
	10,278
	42,979

	Operating expenses
	-8,874
	-9,144
	-37,084

	Ordinary depreciation and write-downs
	-563
	-552
	-2,232

	Operating profit before goodwill amortisation
	433
	582
	3,663

	Goodwill amortisation and write-downs
	-130
	-117
	-499

	Other revenues and expenses 1)
	-1
	0
	-143

	Operating profit
	302
	465
	3,021

	Profit from associates
	571
	87
	305

	Dividends
	26
	13
	369

	Portfolio gains
	-640
	138
	 -95

	Financial items, net
	-268
	-278
	-1,193

	Profit before tax
	-9
	425
	2,407

	Taxes
	3
	-115
	-630

	Profit after tax
	-6
	310
	1,777

	Of this minority interests
	16
	40
	166

	Profit before tax, Industry division
	79
	262
	 2,067

	Profit before tax, Financial Investments division
	-88
	163
	340

	Earnings per share fully diluted (NOK) 
	-0.1
	1.3
	 7.7

	Earnings per share fully diluted, adjusted (NOK)2)
	0.5
	1.8
	 10.6


1) Other revenues and expenses totalled net NOK -1 million in first quarter 2003 which can be related to Orkla Beverages.

2) Excluding goodwill amortisation and other revenues and expenses.


Operating revenues
Operating profit before



goodwill amortisation
	
	    1.1.-31.3.
	  1.1.-31.12.
	
	   1.1.-31.3.
	1.1.-31.12

	Amounts in NOK million
	2003
	2002
	2002
	
	2003
	2002
	2002

	Orkla Foods
	2,663
	2,688
	11,062
	
	144
	167
	902

	Orkla Beverages
	2,846
	3,195
	14,516
	
	-9
	141
	1,364

	Orkla Brands
	1,173
	1,132
	4,500
	
	213
	175
	787

	Orkla Media
	1,726
	1,738
	7,079
	
	16
	-9
	148

	Eliminations
	-50
	-39
	-157
	
	0
	 0
	0

	Branded Consumer Goods
	8,358
	8,714
	37,000
	
	364
	474
	3,201

	Chemicals
	1,462
	1,527
	5,726
	
	103
	140
	537

	H.O./Unallocated/Eliminations
	-26
	-14
	-58
	
	-36
	-35
	-116

	Industry division
	9,794
	10,227
	42,668
	
	431
	579
	3,622

	Financial Investments division
	76
	51
	311
	
	2
	3
	41

	Group
	9,870
	10,278
	42,979
	
	433
	582
	3,663


Group balance sheet

	
	31.3.
	31.3.
	31.12

	Amounts in NOK million
	2003
	2002
	2002

	Assets:
	
	
	

	Long-term assets
	27,519
	27,731
	26,786

	Portfolio investments etc.
	11,297
	12,182
	11,998

	Short-term assets
	14,886
	14,160
	14,338

	Total assets
	53,702
	54,073
	53,122

	
	
	
	

	Equity and Liabilities:
	
	
	

	Equity and minority interests
	18,777
	18,711
	18,691

	Interest-bearing liabilities
	23,001
	23,857
	22,443

	Interest-free liabilities and provisions
	11,924
	11,505
	11,988

	Total equity and liabilities
	53,702
	54,073
	53,122

	Equity to total assets ratio (%)
	
	
	

	  Book
	35.0
	34.6
	35.2

	  Including unrealised gains before tax
	35.0
	38.4
	35.4
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