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Executive Summary 

The stock of a company engaged in multiple unrelated business segments is typically traded at a price below 

the combined value of its separate entities. This phenomenon is commonly known as the ‘conglomerate 

discount’, pointing to a valuation disadvantage of the conglomerate structure. 

After being structured as a conglomerate for nearly three decades, Orkla ASA suddenly shifted its business 

focus, in September 2011, towards becoming a pure-play branded consumer goods (BCG) company. 

Although several subsidiaries in the company’s wide-spread portfolio have been divested at the time of 

writing, the restructuring process is not fully completed. The authors found this shift in strategic direction 

very interesting in relation to the historical discount associated with the company’s stock. Therefore, the 

overall objective of this thesis has been to combine a thorough analysis of corporate diversification with a 

‘sum-of-the-parts’ valuation to assess whether the stock is still traded at a conglomerate discount. 

Before delving into the specifics, it was necessary to establish the relevance of considering a phenomenon 

such as the ‘conglomerate discount’. Through a comprehensive literature review, it was revealed that 

conglomerates first and foremost could be justified from an ‘economic perspective’. This view emphasizes 

that companies are able to benefit from an internal capital market through easier access to capital and 

through opportunities to seize profitable investments in different industries. However, both empirical 

evidence and our own regression-analysis pointed towards a negative effect of corporate diversification on 

relative firm value. The prevailing reason for this seems to be that investors are not willing to pay for the 

corporate diversification and rather prefer to assemble their own portfolio of assets. 

It was thus surprising to observe that there appears to be no common practice among financial analysts as to 

how a conglomerate discount should be incorporated into the valuation. Through interviews with leading 

analysts covering the Orkla stock, it was evident that their interpretation of the discount varied. Some argued 

that there is still a discount of about 10%, another argued it had dissolved, and yet another did not even 

consider a conglomerate discount. With such varying opinions among experienced practitioners, it could also 

be expected that market participants vary in their interpretation and approach. 

Therefore, in order to assess whether there still seemed to be a conglomerate discount associated with the 

Orkla stock, a valuation of the individual parts of Orkla was conducted. With BCG being the core-business 

going forward, this segment was valued using a fundamental analysis and discounted cash flow (DCF) 

approach. The non-core segments were valued using trading-multiples. The analysis yielded a theoretical 

share price of NOK 52.50, as of March 20
th
 2014. Compared to the market price of NOK 48.30, the valuation 

of the underlying assets indicates a discount of 8.7%. The discount is clearly below the historical average of 

about 25%, and it is reasonable to expect that the discount will continue to gradually disappear when Orkla 

transitions into a single-business firm. This implies a potential upside for investors, which is unrelated to the 

general performance of the company. 
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1. Introduction 
 

1.1. Context and Motivation 

Orkla’s history dates back more than 350 years, where it started out as a mining company extracting ore. 

After being engaged in several unrelated industries, ranging from chemicals to financial investments, Orkla 

announced a sudden shift in strategy in September 2011 (Orkla ASA, 2013b). The shift in strategy entails 

that non-core assets eventually will be sold off and that branded consumer goods (BCG) should be the focus 

going forward. Consequently, the company now aims towards becoming the leading producer of BCG in the 

Nordics (Orkla ASA, 2013c). 

  

Since the announced shift in strategy, Orkla has carried out a major restructuring process. The company 

recently strengthened its position in the BCG market through the acquisition of Rieber & Søn and Jordan. 

Furthermore, Orkla has started the process of divesting non-core operations, including the sale of Elkem, the 

listing of Borregaard, and the divestment of most of the company’s share portfolio (including a 39.7% stake 

in REC) and other minor non-core assets. Additionally, Orkla’s engagement in the aluminum production 

company Sapa has been separated into two different operations; a joint venture with Norsk Hydro and a 

smaller subsidiary Gränges, which is still wholly owned by Orkla (Orkla ASA, 2013b; 2013a; 2012a). 

 

In order to lead the transition and intensify the execution of the strategy, Åge Korsvold was brought in as an 

intermediate CEO. Recently, Peter A. Ruzicka, who holds extensive experience in managing BCG 

companies, replaced Mr. Korsvold (Orkla ASA, 2014b). The replacement indicates a new phase in the 

restructuring process, with focus shifted towards operational excellence. However, the streamlining of the 

BCG business is not fully completed, as Orkla still holds ownership positions in business segments 

considered non-core. 

 

Historically, the Orkla stock has been traded at a discount relative to financial analysts’ valuation of the 

underlying assets (Sivertsen, 2014). This phenomenon is commonly known as a ‘conglomerate discount’, 

implying that the market finds the conglomerate structure unfavorable (Sudarsanam, 2003, p. 164). In 

relation to the new strategic direction, the authors find the concept of a conglomerate discount very 

interesting. If the discount has not yet dissolved, this would offer an upside-potential for investors, which is 

unrelated to the general performance of the company. Moreover, the authors are intrigued by the theoretical 

aspect as to why a discount should apply and how practitioners incorporate the phenomenon.  
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1.2. Problem Statement 

Based on the above context, the overall purpose of this thesis is to assess whether the Orkla stock is still 

traded at a conglomerate discount by conducting a qualified estimate of the equity value of Orkla as of 

March 20
th
 2014. This will provide a basis for an investment-decision that can generate value for investors 

seeking exposure to the branded consumer goods industry.  

 

There are some challenges associated with valuing Orkla, as the company has been and to some extent still 

is, structured as a conglomerate with several unrelated businesses. Analysts typically only apply trading-

multiples to value the different business segments of the company. This thesis will seek to conduct a sum-of-

the-parts (SOTP) valuation including a fundamental analysis of the BCG segment in order to provide a more 

thorough estimate of the fair value of equity. 

 

The following problem statement has been formulated: 

 

What is the sum-of-the-parts valuation of Orkla’s share price, as of March 20
th
 2014, and is there 

evidence of the company’s stock being traded at a conglomerate discount at the valuation date? 

 

In order to provide a comprehensive answer to the above problem statement, a set of sub-questions is 

required. Below is a list of questions for each chapter, which will be answered to allow for a sufficient 

understanding of Orkla as a business and the different factors affecting the share price valuation. 

Corporate Diversification and Conglomerate Discount 

Before delving into the strategic- and financial analysis, an assessment of whether the conglomerate discount 

phenomenon is at all relevant will be necessary. The rationale behind the conglomerate structure has been 

subject to discussion in academia. By examining the research conducted in this field, this section seeks to 

evaluate the effect of corporate diversification. Moreover, a regression analysis investigating the effect in the 

Nordic markets, as well as an assessment of the methods applied by financial analysts will be conducted. 

 What are the rationales behind corporate diversification? 

 What does the empirical research indicate about the effect of corporate diversification? 

 What is the estimated effect of corporate diversification in the Nordic markets? 

 How do analysts approach the conglomerate discount? 
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Introduction to Orkla and the BCG Industry 

In order to conduct a precise valuation, a thorough understanding of Orkla and the industry is required. The 

recent shift in strategy demands an understanding of the composition of the branded consumer goods 

industry and how the company is positioned. This implies knowledge about the value chain, the dominant 

players and other market characteristics.   

 What are the characteristics of Orkla? 

 How is the BCG industry structured in the Nordics, and how is Orkla positioned? 

Strategic analysis 

In order to be able to provide a credible forecast of the future earnings in the BCG segments of Orkla, a 

proper understanding of the non-financial value drivers in the BCG industry is required. This section will 

therefore analyze both the external- and internal factors affecting Orkla’s ability to create value. Moreover, 

analyses covering the macro-environment, the competiveness in the industry and the firm specific resources 

and capabilities will be conducted. 

 What are the main macro factors affecting Orkla BCG and what is the current state and future 

outlook of these factors?  

 How does the competitive landscape in the BCG industry affect the future earnings prospects? 

 Does Orkla hold resources or capabilities that can be categorized as competitive advantages and are 

they likely to be sustainable? 

Financial analysis 

To enable the financial analysis, the financial statements will be restated by separating each item belonging 

to either ‘operations’ or ‘financing’. The purpose of this separation is to create a better fundament for 

understanding the main sources of value creation for Orkla. To properly understand the financial situation of 

Orkla, a profitability- and liquidity analysis will be conducted. By benchmarking the historical performance 

to selected BCG peers, it will provide a better understanding of the BCG segments’ future profitability. This 

section will also determine the most realistic valuation multiples for the different business segments of 

Orkla, for the purpose of the forthcoming SOTP-valuation. 

 How are relevant peers priced on multiples compared to the different segments of Orkla? 

 How has the financial situation of Orkla developed historically, and what does it indicate about the 

financial performance going forward? 
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Forecasting 

The forecasting section will seek to combine the outlook of the main value drivers identified through the 

strategic- and financial analysis, to create credible projections for the future earnings and profitability of the 

Orkla BCG segment. 

 How is the outlook of the environment, industry and firm-specific factors expected to affect the key 

financial value drivers and what does this imply for the forecasted free cash flow of Orkla BCG? 

Valuation 

Financial theory presents several valuation approaches, and applying more than one model is beneficial to 

triangulate the result. Due to the shift in strategic direction with focus on BCG as the core-business, this 

segment will be valued using a fundamental analysis and present value approach (DCF/EVA). However, the 

non-core segments will be valued using a relative valuation. 

 What is a reasonable estimate for the company’s weighted average cost of capital (WACC)? 

 What is the estimated enterprise value of the BCG business segment? 

 What is the estimated enterprise value of the non-core business segments of Orkla? 

 What is the estimated (sum-of-the-parts) equity value of Orkla and what does this value imply about 

the existence of a conglomerate discount in the share price of Orkla at the valuation date? 

Sensitivity analysis 

As the estimated value of equity will depend on specific input factors and assumptions, it is relevant to 

conduct an analysis revealing the degree of dependence on certain factors. Conducting a sensitivity analysis 

will further allow the readers to apply the assumptions they consider to be the most reasonable. 

 How robust is the estimated share price to changes in key value drivers and assumptions? 

 

The above defined sub-questions, which are required in order to fully answer the problem statement, 

naturally establish the structure of the thesis. A model of the structure and how the different elements are 

connected is presented below in Figure 1. 
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Figure 1: Thesis structure and connection between the different elements 

 
Source: Authors’ own compilation. 

 

1.3. Methodology 

In valuing Orkla, a range of different theories, models and sources have been put to use. This section seeks to 

account for the methodology and approaches applied in the thesis. The thesis is based on a ‘post-positivistic’ 

mindset, meaning that the authors consider themselves as ‘realists’ and that the thesis is searching for causal 

explanations and evidence of the conglomerate discount phenomenon and how to incorporate the concept 

appropriately (Tracy, 2013, p. 39). In doing so, the authors acknowledge that researchers and their methods 

have inherent weaknesses and biases, which should be corrected or minimized. The authors therefore seek to 

triangulate multiple data types and sources to settle upon what the empirical evidence indicate about the 

effect of corporate diversification, how practitioners interpret and incorporate the phenomenon and if there is 

still evidence of the Orkla stock being traded at a conglomerate discount (Tracy, 2013, p. 40). 

1.3.1. Theory 

In order to create a better flow for the reader, the respective frameworks and models will be presented 

consecutively as they are applied throughout the thesis. Moreover, a reasoning of choice will be presented if 

it is required in order to understand the approach. This will be especially relevant in Section 5, 9 and 10, 

where the analyses rely on the choice of theories and methods applied. In general, it is assumed that the 

reader is familiar with common financial- and economic terminology. Appendix A.1. however presents a list 

of glossary and abbreviations used throughout the text. To reference the sources used in this thesis, the APA 

5
th
 Edition has been applied. 



Introduction   

                                                                   Page 9 of 251 

 

1.3.2. Data collection and criticism of sources 

As the thesis is written from an investor perspective, only publicly available information has been used in 

relation to the valuation. However, expert interviews with financial analysts covering the Orkla stock have 

been conducted. When using quantitative information it is important to remain critical to how the 

information is gathered, and in terms of qualitative information it is important to assess whether the authors 

have incentives to promote themselves or related parties. Hence, the authors have sought to remain critical in 

gathering both quantitative and qualitative information (Rienecker & Jørgensen, 2011, p. 248). Moreover, 

the authors have used first-hand sources where available and the sources have mainly been used separately 

for each analysis to prevent differences in data gathering or classifications from distorting the results. 

 

Some information published by the company itself is used in this thesis. To prevent biases in these sources 

that could affect the validity of the thesis, the authors have been critical when dealing with such information 

(Rienecker & Jørgensen, 2011, p. 291). It is worth noting that this mostly relates to annual reports and it is 

assumed that the level of manipulation is low in such documents. Other information used that is published by 

the company mainly relates to investor presentations and press releases. In conducting the expert interviews, 

the authors utilized a semi-structured interview form. To ensure that the interview objects were not 

constrained or in other ways affected by how the authors framed the questions, a set of open questions was 

used (Tracy, 2013). It is the authors’ opinion that this interview-form enables the object to express a more 

nuanced answer and elaborate more comprehensively. Moreover, the authors have strived to remain critical 

to the interviewees’ potential agenda and maintain an objective stand to their answers. The list of pre-defined 

open questions, a more detailed description of the methodology, and a transcribed version of the interviews 

are enclosed in Appendix A.44. 

 

In collecting data for the regression analysis regarding the effect of corporate diversification in the Nordic 

markets, data from S&P Capital IQ has been used. The database allows the user to screen for stocks, and 

most importantly in this analysis, present a company’s operating segments by SIC code. Moreover, S&P 

Capital IQ allows for detailed financial information and is the primary source used in similar studies. 

Regarding analysis related to the consumer goods industry, including company market shares, market sizes, 

brand market shares and channel distribution, Euromonitor (Passport) has been used as the primary source of 

information. The authors are aware that AC Nielsen data is frequently used in the industry, especially 

regarding the retail- and grocery segment. However, because of restricted access and comparable 

information with what is provided through Euromonitor (Passport), the latter has been the main source. 

Furthermore, in collecting data for peer companies, Datastream has been used to obtain comparable figures 

in terms of currency and accounting setup. When applying this source, a quality check has been conducted to 

control that the numbers correspond to the figures reported in the respective annual reports. 
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1.4. Delimitation and Assumptions 

General assumptions and delimitations 

 As Orkla is a publicly traded company, the authors have only used publicly available information in 

valuing the company. However, expert interviews with financial analysts have been conducted in 

order to complement the analysis regarding corporate diversification and the conglomerate discount. 

 Orkla presented its Annual Report 2013 on March 20
th
 2014, which has been set as the cut-off date 

for information used in this thesis and also the date of valuation. 

 The regression analysis regarding corporate diversification in the Nordic markets is conducted to 

support the empirical evidence and analyst interviews regarding the existence of a conglomerate 

discount. 

 In certain analyses, companies operating under different accounting standards, IFRS and GAAP, 

respectively, have been assumed comparable. The authors acknowledge that there might be 

differences in specific accounting policies and hence the basis of some reported numbers. However, 

inter-company comparisons have been used to analyze financial performance on an overall level.  

 Orkla has communicated an operational focus forward, hence no further acquisitions are assumed. 

 

Assumptions and delimitations related to the segmentation of Orkla 

 Due to changes in the corporate structure, only four years of historical data have been used for the 

financial analysis of Orkla. However, it is the authors’ opinion that restating statements dating back 

more than four years will not be possible due to a lack of segment segregation.  

 The above also implies that certain accounting line items have been estimated, in order to split some 

aggregated balance sheet figures between segments. These estimations will be elaborated on 

consecutively when applied. 

 The BCG segment will be the core business of Orkla going forward and non-core assets will be 

divested. Hence, the non-core business units will be valued using trading-multiples, while a thorough 

fundamental analysis will be applied in valuing the core BCG segment. 

 As the non-core segments will be valued using multiples, a comprehensive analysis of their 

respective markets will not be conducted. However, a detailed analysis will be applied in order to 

derive relevant multiples used for valuation purposes. 

 Orkla is a complex company, operating in several geographies and product categories. The 

fundamental analysis will focus on Orkla’s home markets in the Nordic region and the product 

categories representing the majority of the company’s profit generation.   



Corporate Diversification and the Conglomerate Discount   

                                                                   Page 11 of 251 

 

2. Corporate Diversification and the Conglomerate Discount 

Orkla is in the process of streamlining its organization towards a pure BCG company, divesting non-core 

businesses while also acquiring to strengthen the core. This is in stark contrast to the last 25-year period of 

the company as a conglomerate. To better understand the business development of Orkla and to enable an 

assessment of potential price discrepancies between the forthcoming valuation and the current market price, 

a deeper understanding of the conglomerate concept is in order. This section starts by investigating the 

rationale behind conglomeration and the empirical evidence on the effect of corporate diversification. By 

also conducting a regression analysis on the effect of corporate diversification in the Nordic markets, and 

examine the approaches used by practitioners in valuing the stock through expert interviews, this section 

seeks to determine whether it is at all relevant to consider a conglomerate discount in Orkla´s share price. 

 

2.1. The Conglomerate Rationale 

2.1.1. The historical round-trip of conglomeration 

Throughout history, mergers and acquisitions have been observed in wave patterns. Although it is still 

uncertain what causes these waves, research has shown that they often happen in industry clusters and that 

this is driven by some industry-specific factors (Sudarsanam, 2003, p. 13).  

 

In the 1960s, the US experienced a significant increase in M&A activity, known as the ‘conglomerate wave’. 

The mergers and acquisitions during this wave were not particularly large and did not involve especially 

large acquisitions. In fact, they were mostly unrelated M&As, aimed at achieving growth through 

diversification into new operating markets. However, in the 1980s a partial reversal of the conglomeration 

emerged. Firms started divesting and downsizing their businesses, focusing on core operations and obtaining 

greater competitive advantages (Sudarsanam, 2003, pp. 14-19).   

 

2.1.2. Perspectives on conglomerate diversification 

In the literature, there exists vast empirical research on the effect of conglomerate diversification on 

shareholder value, and the early research presents evidence of a conglomerate discount (Berger & Ofek, 

1995; Servaes, 1996; Lang & Stulz, 1994). In light of these findings, the natural question asked by 

researchers has been; why do firms choose to diversify? Managerial and economic theories include several 

perspectives that might serve as explanations.  
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‘The economic perspective’ rationalizes value creation in diversification through increased market power or 

operating an efficient internal capital market. By using cross-subsidizing, conglomerates can follow a 

predatory-pricing strategy in one marketplace, financed by funds generated in other markets. The 

conglomerate structure also allows for greater patience and reciprocal buying among themselves, driving 

single-business competitors out. However, there exists limited empirical evidence on the market power 

proposition. In order for conglomerates to take over the capital allocation function there must be some sort of 

capital market failure or certain transaction-cost advantages over the external market (Sudarsanam, 2003, pp. 

168-171). Theory points to certain advantages of internal capital markets, such as; easier access to capital 

and information of prospects (Williamson, 1975, pp. 145-147), decreased costs of monitoring and the 

opportunity of taking a longer-term view on projects – allowing the firms to pick ‘winners’ among projects 

(Stein, 1997). 

 

‘The resource-based view’ or ‘strategic perspective’ suggests that diversification can be a value-maximizing 

strategy even if specialization is generally efficient (Penrose, 1959). The central idea is that the diversifying 

acquirer redeploys excess of its resources and capabilities to targets (Sudarsanam, 2003, p. 172). Matsusaka 

(1993) presents opposing evidence on this view, showing that firms that made diversifying acquisitions 

during the ‘conglomerate merger wave’ in the 1960s, but who also retained the management of the target 

company, achieved positive abnormal returns.  

 

Another perspective, which might serve to rationalize conglomeration, is the pure ‘financial perspective’. 

One view in this perspective is that the conglomerate serves as a replica of a diversified stock portfolio. For 

this to be economically beneficial, it implies that the transaction-costs of investing in a diversified portfolio 

of stocks are larger than the transaction costs of assembling the conglomerate, which is inconsistent with 

economic theory given a developed financial market.  

 

Llewellyn (1971), on the other hand, presents another financial rationale of conglomeration based on 

reducing the variability of the combined income stream. Higher volatility increases the risk of default and 

bankruptcy. Increasing bankruptcy risk increases the cost of borrowing as well as the cost of equity to the 

firm. If conglomeration reduces the volatility of income, it jointly insures the debt of the merging firms and 

reduces the bankruptcy risk. Alternatively, if the firm wishes to maintain the same risk profile, it can afford 

to raise its liabilities, i.e. its debt capacity is increased. With increased borrowings, the firm can gain on the 

tax shield by reducing taxable income with increased interest expenses. 
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During the ‘conglomerate wave’ in the 1960s, a new trend emerged of decentralizing the daily operations to 

the divisional level, while long-term strategic planning was centralized at the corporate office. This is known 

as the multi-divisional (M-form) structure in the organizational theory. The structure facilitated for little 

overlap between units, the units were given much autonomy and the different divisions were also distinct 

cost- or profit centers – held responsible for their performance. This might increase inter-division rivalry or 

putting divisional interest ahead of the company goal of shareholder value maximizing (Klein & Lien, 2009). 

Based on managerial theory it might also be questioned whether management undertakes conglomerate 

acquisitions as a part of their ‘empire building’ in order to obtain some private benefits of control 

(entrenchment effect) or if their motives are driven by maximizing shareholder value (incentive effect) 

(Bennedsen & Nielsen, 2010). 

 

Overall, the ‘economic perspective’ seems to be the most promising rationale for conglomeration, while the 

other perspectives are less compelling. Although there might be a persuasive rationale for the conglomerate 

structure, it might be outweighed by disadvantages. It is therefore interesting to investigate the empirical 

evidence from the effect of corporate diversification and if this evidence is in line with the effect found in the 

Nordic markets and how financial analysts treat the phenomenon.  

 

2.2. Assessment of the Effect from Corporate Diversification 

2.2.1. Empirical review 

In general, the empirical research tests the effect of corporate diversification either by comparing the 

performance of diversified firms with single-business firms (cross-sectional test) or tests for significant and 

positive abnormal returns to acquiring shareholders following conglomerate acquisitions (event period 

abnormal returns test). A separate stream of research has addressed the effect of diversification’s mirror 

image; de-conglomeration or increase in business focus (divestiture of non-core units).  

 

Early research focused on cross-sectional tests and found significant evidence of a conglomerate discount for 

US firms during the 1960s ‘conglomerate wave’. The discount reported ranged from 13-19% (Berger & 

Ofek, 1995; Servaes, 1996; Lang & Stulz, 1994). However, the research has been criticized for containing a 

measurement error and endogeneity issue
1
. When classifying firms as related or unrelated, researchers use 

the Standard Industrial Classification (SIC). The SIC-codes range from two to four digits. As the digits 

increase, the specification of the industry increases (Siccode.com, 2014). If the definition of unrelated firms 

is too narrow, the firms might still operate in the same three-digit or two-digit group. Thereby, an acquisition 

classified as unrelated, may in fact be related.  

                                                      

1 The endogeneity issue is a problem where one or more of the explanatory variables are correlated with the error-term. 
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Furthermore, critics argue that it is inappropriate to benchmark conglomerates to single-business firms, as 

they differ in terms of growth prospects and risk profile etc. Additionally, Campa & Kedia (2002) and 

Villalonga (2004) argue that corporate diversification strategies are determined endogenously and when this 

endogeneity is accounted for, there is in fact no evidence of a conglomerate discount. The causal inference 

relates to target firms post-acquisition performance and the firm specific characteristics. 

 

The ‘event period abnormal returns test’ conducted by Morck et al. (1990) found superior returns for related 

acquisitions in the 1980s. They also found that 68% of the unrelated acquirers earned negative returns on the 

purchase price of the targets in the 1980s, but only 52% in the 1970s. Agrawal et al. (1992) on the other 

hand, found that non-conglomerates experienced a 60-month cumulative abnormal return (CAR) of -26% 

and conglomerates only -9%. However, both results have been criticized for using a too narrow definition of 

related firms, by defining it with four-digits SIC-codes.  

 

More recent research emphasizes the need to understand the contextual and environmental factors that 

determine the valuation of conglomerate firms. Increasingly researchers are paying attention to the 

diversifying firm’s strategy, pre-acquisition financials and other characteristics (Graham, Lemmon, & Wolf, 

2002; Nubbard & Palia, 1999). Lins & Servaes (1999) examine whether there are similar evidence of a 

conglomerate discount for companies in Germany, Japan, and the UK. Due to the nature of the institutional 

environment, Germany and Japan serve as counterparts to the US, whereas UK is more similar and is 

included for verification purpose. The results indicated no conglomerate discount in Germany and 

approximately 10 percent and 15 percent, respectively, in Japan and the UK. The findings support the 

hypothesis of the contextual importance on corporate diversification. Moreover, the discount in the UK is 

very similar to the discount found by Berger and Ofek (1995) of 13% - 15% in the US market. Sudarsanam 

(2010, pp. 243-244) highlights extensive empirical evidence of shareholder value creation through divestures 

in the US following the 1960 conglomeration wave. The effect of specialization seems to be increased stock 

price and shareholder value.  

 

The majority of the empirical evidence point towards a negative effect of corporate diversification. In 

general, there are several reasons as to why a diversified structure should negatively influence firm value. 

Overall, investors are not willing to pay for the corporate diversification and rather prefer to assemble their 

own portfolio of assets. According to Ramachandran et al. (2013) the most prevailing reasons for this are 

extra layers of senior executives, opaque accounting and the inability of headquarters to cope with different 

business. These elements reduce the transparency for investors and imply less effective operations, 

suggesting that a conglomerate discount is appropriate. Additionally, from an investor’s point of view, a 

conglomerate structure might imply unwanted exposure to specific markets or industries.  
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2.2.2. Testing for the effect of corporate diversification in the Nordic markets 

The empirical review reveals that corporate diversification appears to be negatively correlated with firm 

value, indicating that the negative aspects of conglomerates seem to be dominant. Although there has been 

several studies investigating the effect of corporate diversification on firm performance, the authors were 

unable to find any comprehensive studies investigating the Nordics. This section will thus seek to examine 

whether corporate diversification has an impact on the relative market valuation of Nordic companies.  

 

A regression analysis has been conducted focusing on how the relative firm value, measured by the 

approximate Tobin’s q, is affected by the number of unrelated business segments a firm is engaged in, 

measured by two-digit SIC codes. Tobin’s q is a ratio introduced by James Tobin (1969) measuring the 

relationship between the market value and replacement value of the same assets. In contrast to measuring 

stock performance or accounting performance, Tobin’s q is comparable across firms and industries (Lang & 

Stulz, 1994). Based on the method of Lindenberg & Ross (1981), the ratio is calculated as: 

 

          
                        

                    
 

 

Where PS is the liquidation value of a firm’s preferred stock, MVE is the market capitalization at year end, 

LTDEBT is the value of the firm’s long term debt (adjusted for its age structure), STDEBT is the book value 

of the firm’s current liabilities, ADJ is the value of the firm’s net short-term assets, TOTASST is the book 

value of the firm’s total assets, BKCAP is the book value of the firm’s net capital stock, and NETCAP is the 

firm’s inflation-adjusted net capital stock (Chung & Pruitt, 1994). 

 

As argued by Chung & Pruitt (1994) however, this method of computing Tobin’s q is both costly in terms of 

data requirements and computational effort. They found that an approximate estimate in calculating the ratio 

could explain at least 96.6% of the variability of the ratio calculated with Lindenberg & Ross’ more 

theoretically correct method. This method of using an approximate Tobin’s q was also found by Lang & 

Stultz (1994) to yield comparable results to the results they found using the original measure. The 

approximate ratio is instead calculated as: 

               
           

       
 

Where DEBT is the firm’s net debt (defined as long- and short debt net of short-term investments (Chung & 

Pruitt, 1994)). 

 

To avoid defining ‘unrelated businesses’ too narrow, two-digit SIC codes are used to define a segment. A 

company is consequently considered diversified if it operates in more than one two-digit segment.  
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The authors are aware of the fact that the regression model might be affected by other biases, like 

endogeneity issues, as emphasized by Campa & Kedia (2002) and Villelonga (2004). Moreover, omitted 

variables might decrease the significance of the results. However, the results are merely meant as indication 

of whether one can expect corporate diversification to affect firm value in the Nordics and not as stand-alone 

evidence of the existence of a conglomerate discount. 

 

The data used are gathered from S&P Capital IQ. In screening equities for the sample, the following criteria 

were used; the stock had to be traded on Oslo Stock Exchange or on NASDAQ OMX in either Stockholm, 

Copenhagen or Helsinki, the equities listed had to be common stock and the company had to be actively 

operating. This screening resulted in a sample size of 1,088 companies. The sample was further adjusted by 

the following steps; duplicates were removed (e.g. for companies trading both A and B shares), companies 

without a reported SIC code were removed and companies where the approximate q was not calculable were 

removed. Moreover, two companies with unrepresentatively high values of the approximate q were removed, 

resulting in a final sample size of 838 companies.  

 

Firstly, an examination of differences in the approximate q is conducted by splitting the sample into four 

categories depending on the number of different operating SIC segments. Calculating the mean, median and 

standard deviation in approximate Tobin’s q for each group yielded the following results: 

 

Figure 2: Summary statistics of approximate Tobin’s q by category 

 

Source: Authors´ own compilation based on data from (S&P Capital IQ, 2014). 

 

Based on the differences in the mean for each category, there is a negative relationship between approximate 

q and corporate diversification. However, the median shows another picture, indicating that there are some 

observations larger in magnitude distorting the results of the mean calculation. To investigate whether the 

relationship between approximate q and diversification is really significant, a regression of the approximate 

q on the number of two-digit SIC segments or a dummy taking the value 1 if the company operated in more 

than two segments has been conducted. The regression output is summarized below in Figure 3: 

Number of 
2-digit SIC

1 2 3 4

Mean (q) 2.52 2.04 1.49 1.03

Median (q) 0.88 1.04 1.04 0.68

STDEV (q) 6.08 4.40 1.57 0.91

# Firms 431 300 85 22
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Figure 3: Linear regression results – Corporate diversification on approximate q 

 

Source: Authors´ own compilation based on data from (S&P Capital IQ, 2014). 

 

Regressing the number of two-digit SIC segments each company is engaged in on the approx. q, yields a 

negative relationship of -0.5, significant at the 5% level. Hence, it seems to support the hypothesis that 

approx. q decreases with corporate diversification. Conducting the same regression, but with a dummy 

taking the value 1 if a company is engaged in more than one segment, also reinforces this. The impact is 

slightly greater at -0.65, significant at the 10% level. The adjusted R
2
 of the two regressions is low, 

indicating that the variability in the dependent variable can only be explained by a small fraction of the 

variability in the explanatory variable. However, the relevance of the adjusted R
2 

depends on whether the 

objective is to test what affects approximate q or whether the degree of corporate diversification affects 

approximate q at all. In this matter, a low adjusted R
2 
doesn’t imply that the regression results are invalid.  

 

2.3. Financial Analysts’ Approach to Orkla’s Conglomerate Discount 

Both empirical evidence and the above regression analysis from the Nordic markets point to the existence of 

a conglomerate discount. It is therefore interesting to examine whether the analysts following the Orkla stock 

incorporate it and how they interpret the concept of a discount. The following section is based upon four 

interviews with analysts from leading investment banks in Norway, as well as research reports from these 

and other analysts covering the stock. The interview approach is briefly described in Section 1.3.2. and a 

more detailed description as well as a transcript of the interviews can be found in Appendix A.44.  

2.3.1. Analysts explanation of the rationale behind Orkla’s conglomeration 

The analysts pointed towards that there had been several rationales for being structured as a conglomerate. 

The prevailing view was that the conglomerate structure, which emerged in the 80’s and 90’s, was a result of 

the market conditions at that time and functioned to Orkla’s advantage.  

“In the late 80- 90s, Orkla was a spider in a web in a market that wasn’t especially transparent. 

There was restricted access to capital – they had capital. If people had good ideas they went to 

Orkla. In practice they operated as a private equity firm. … Today there is a whole industry doing 

private equity in the Nordics – that word didn’t even exist back then “ 

– Atle Vereide, Head of Equities and Research, SEB 
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During this period, the Norwegian capital markets provided restricted access to capital and the structure 

enabled Orkla, with its large stock portfolio and diversified businesses, easier access to capital and superior 

capital allocation possibilities. In addition, the analysts pointed towards a highly talented group of 

executives. All the analysts characterized Orkla as essentially being one of the first Nordic private equity 

(PE) companies, acting like a ‘spider in a web’ grabbing profitable opportunities in various industries. This 

rationale coincides with the theoretical ‘economic perspective’, which the authors earlier identified as the 

most prevailing rational behind conglomeration. 

 

However, the advantage and thus the rationale for being structured as a conglomerate, has diminished in pace 

with improved capital markets and the growth of the PE industry in the Nordics. The analysts (to a large 

extent) agreed that focusing on- and streamlining the BCG business was probably the best alternative in 

forming a new strategic direction, but they questioned how Mr. Korsvold and the Board of Directors 

executed the implementation. They were concerned about the expertise lost when a range of top-level 

managers were replaced (see Section 5.3.1.) and that assets were sold too cheap and targets acquired too 

expensively. 

2.3.2. Analysts point toward an historical discount in the range of 20 – 40% 

In an historical perspective, the analysts pointed to a conglomerate discount in the range of 20 – 40%. That 

is, the market price at any given time typically traded within this discount-range compared to the analysts’ 

respective sum-of-the-parts (SOTP) analyses. The high level reveals that the conglomerate discount has been 

a significant part of investors’ valuation of the Orkla stock, supporting the evidence found in empirical 

research and the regression analysis. Atle Vereide, of SEB Enskilda, has covered the stock since 1993. He 

recalls the devaluation of the Russian ruble in 1998, when Orkla was engaged in Russian beer production 

through its investment in Baltic Beverages Holding (BBH), as the peak of the stock’s conglomerate discount: 

“… After the devaluation of the ruble in 1998, I believe the discount reached more than 40%. In my 

opinion, the market clearly overreacted, and the discount gradually returned to more typical levels.” 

– Atle Vereide, Head of Equities and Research, SEB 

 

It was a common understanding among the analysts that the discount has gradually diminished since the 

period following the shift in strategy, in September 2011, and both the SEB and Arctic analysts believed the 

discount had more or less disappeared. Effectively, this means that although Orkla still holds significant 

positions in non-core assets, the forthcoming sale of these should already be priced into the current stock 

price and Orkla thus treated as a single-business firm. This view was contradicted by Preben Rasch-Olsen in 

Carnegie, who believed Orkla’s still diversified structure called for a conglomerate discount. Figure 4 

illustrates how the historical market price has compared with the Arctic analyst’s SOTP valuation: 
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Figure 4: Historical market price discount to SOTP valuation by Arctic Securities 

 

Source: Authors’ own compilation based on (Sivertsen, 2014). 

 

The figure above clearly shows the range in which the discount has fluctuated. The capital markets day 

(CMD) was held in September 2011, just before the discount suddenly fell below the 12% lower-level and 

moved towards a level of around 0%. Hence, it seems (based on Arctic’s valuation) that the financial market 

has gradually reduced the discount in the Orkla stock in pace with the implementation of the new strategy. 

“… Orkla’s dream – or more precisely Mr. Hagen and Mr. Korsvold’s dream – has been to remove 

the conglomerate discount.”   

                                       – Preben Rasch-Olsen, Analyst Consumer Goods & Cruise, Carnegie 

2.3.3. The approaches used in incorporating the conglomerate discount 

Although all the interviewed analysts were familiar with the conglomerate discount phenomenon, it seems 

from the authors’ understanding that there were differences in interpretation of the concept and also as to 

why and how the discount should be incorporated. 

 

Mr. Rasch-Olsen at Carnegie, conducted his valuation by calculating a SOTP value for the Orkla share using 

peer multiples adjusted by his own evaluation of the performance. Based on his own assessment, he further 

argues that one should apply a discount of 10% (at the time of writing) to the theoretical stock price due to 

the fact that the company is still partly structured as a conglomerate. He argued that from an investor’s 

perspective, investing in the Orkla stock would give exposure to markets and business sectors not necessarily 

in the investor’s interest and that this should imply a discount. Moreover, a diversified structure drains 

management resources while it also may lead to unfavorable capital allocation, as the top management will 

allocate both time and capital resources to the part of the organization being the focal point at any given 

time. As his SOTP value approximately corresponds to the market price at the time of writing, the discount 

he applies lowers his target below the current market price. 
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“… And then Orkla started streamlining the company, and as I see it, the discount has more or less 

dissolved over the last years … which I essentially believe is wrong, given the fact that Orkla in 

many ways still is structured as a conglomerate.” 

– Preben Rasch-Olsen, Analyst Consumer Goods & Cruise, Carnegie 

 

Mr. Vereide at SEB and Mr. Johansson at Fondsfinans also arrived at a SOTP valuation using peer multiples 

applied to each business segment. In contrast to the analyst at Carnegie however, they argue that due to 

weaker performance, the multiples applied to the BCG segment should be discounted. This approach 

essentially yields a lower theoretical share price than if one were to valuate Orkla using the average of peer 

multiples for each comparable segment. After arriving at his relevant share price, the SEB analyst argues that 

the difference between his theoretical share price and the actual market price equals what the market applies 

as a conglomerate discount. The Fondsfinans analyst however, does not consider the conglomerate discount 

per se. In discussing a discount in the stock, he essentially considers a performance discount to each 

segment, if he believes they exhibit an inferior outlook compared to relevant peers. He argues that he 

implicitly treats the conglomerate discount by calculating peer multiples for each segment using single-firm 

businesses (or at least more concentrated ones). 

 

“… After the strategy shift, my judgment is that the Orkla stock shall no longer be traded at a 

discount. And based on my valuation, the stock trades more or less at the underlying value, despite 

that Orkla still holds different non-core assets.” 

– Atle Vereide, Head of Equities and Research, SEB 

 

Finally, the Arctic analyst follows the same initial approach as the three above. After arriving at his 

theoretical SOTP, Mr. Sivertsen compares the stock price with the market price and points toward a 

conglomerate discount at the time of valuation. To arrive at his target price, he proceeds by adjusting his 

theoretical SOTP by comparing price-earnings (P/E) multiples to relevant peers. Finding that these peers 

trade at lower multiples, he adjusts the company’s P/E downwards due to weaker growth prospects than 

peers and multiplies his estimated ‘Net Profit’ for the coming year to arrive at his target price. Hence, he first 

value the company using multiples comparable to peers and uses this value to determine the discount, before 

he adjusts the value due to Orkla’s inferior market position to come up with a target price.  

 

“… As an investor, you’re probably interested in some parts of Orkla, which represent about 80% of 

the company, but in addition you get exposure to some segments that you don’t necessarily like.” 

– Kenneth Sivertsen, Analyst Consumer Goods, Arctic Securities 
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By examining the research reports provided by other analysts, it is evident that they typically approach the 

valuation by arguing for a discount to the SOTP or that the discount should now be dissolved. Figure 5 gives 

an overview of approaches and methodologies used by the analysts: 

 

Figure 5: An overview of how Orkla analysts approach and incorporate a conglomerate discount 

 
Source: Authors’ own compilation based on research reports from (Vereide, 2014; Sivertsen, 2014; Rasch-Olsen, 2014; Johansson, 

2014; Steffenrud, 2014; Mauer, 2014; Aschehoug, 2014; Halldén, 2014). 

 

2.3.4. Assessing the approaches used by analysts 

From the interviews conducted, it is apparent that all analysts valuate Orkla using a SOTP valuation. 

Moreover, all analysts were aware of the conglomerate discount phenomenon, although they seemingly 

considered it differently. In the authors’ view, Mr. Rasch-Olsen at Carnegie and Mr. Vereide at SEB were 

the only two who incorporated the discount in line with the theoretical explanation of the phenomenon, 

essentially considering a discount after the SOTP valuation - purely due to the conglomerate structure. The 

Carnegie analyst arrived at a SOTP valuation before arguing that due to the disadvantages of the 

conglomerate structure, especially the fact that potential investors get unfavorable exposure to different 

businesses by investing in the stock, the stock should be traded at a discount. Mr. Vereide however, 

acknowledges that the market discounts the stock compared to his SOTP. He then argues that there is an 

upside to the stock equal to the conglomerate discount applied by the market, implicitly indicating that he 

believes the stock should no longer be traded at a discount. Mr. Sivertsen at Arctic also acknowledges the 

discount, but does not use it directly in his target recommendation. The Fondsfinans analyst seems to be 

deviating most from the theoretical interpretation by not explicitly consider the conglomerate discount at all. 

 

In addition to the analysts interviewed, examining research reports by other analysts showed that also 

Swedbank, RS Platou and DNB incorporated the discount in line with the theoretical approach described in 

this chapter. In contrast, the UBS analyst does not discuss the conglomerate discount at all in his analysis. 

  

Analyst Company Date of last 

report analyzed

Recommen-

dation

Target Applies conglomerate 

discount on SOTP?

Comment

Atle Vereide SEB 2/7/2014 Hold 49 No Argues that the discount is dissolved

Kenneth Sivertsen Arctic Securities 2/6/2014 Sell 43 No *Does not incorporate a conglomerate discount

Preben Rasch-Olsen Carnegie 2/7/2014 Sell 43 Yes Argues for a 10% discount

Daniel Johanson Fondsfinans 2/7/2014 Hold 49 No Does not consider a conglomerate discount

Henning Steffenrud Swedbank 2/7/2014 Sell 46 No Argues that the discount is dissolved

Terje Mauer RS Platou 2/7/2014 Hold 50 Yes Argues for a 9% discount

Haakon Aschehoug DNB 1/27/2014 Hold 51 Yes Argues for a 10% discount

David Halldén UBS 2/6/2014 Buy 59 No Does not consider a conglomerate discount

* The analyst does not incorporate a conglomerate discount per se, but discounts the SOTP value due to different growth prospects compared to peers.
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3. Introduction to Orkla 

Section 2 shows that both empirical evidence, observations from the Nordic markets and the approaches used 

by analysts point towards the existence of a conglomerate discount. Hence, this establishes the relevance of 

assessing whether the Orkla stock is currently traded at a discount compared to this thesis’ SOTP. In the 

proceeding sections, this thesis will present Orkla to provide a more comprehensive understanding of the 

company. 

 

3.1. Orkla’s History 

3.1.1. Building a conglomerate structure 

Orkla is one of Norway’s oldest business conglomerates. Its history dates back more than 350 years, where it 

started as a mining company extracting ore. Orkla became a listed company already back in 1929, and has 

since then been engaged in several different industries through a series of transactions (Appendix A.2. ). The 

company is currently controlled by the majority owner, Stein Erik Hagen, which is also the chairman of the 

board. For a detailed description of the ownership structure and key personnel, see Appendix A.3. and A.4. 

 

By 1941, Orkla had started building their investment portfolio. In 1984, they invested heavily in the media 

sector, purchasing the publishing company Ernst G. Mortensens Forlag, which represents the start of the 

company’s conglomeration. Orkla Media (as the unit was later called) included newspapers and magazines 

in the Nordics, Poland, Lithuania and Ukraine. In addition to owning the Danish market leader Berlingske, 

Orkla Media had a 50% stake in the Norwegian publisher Hjemmet Mortensen, the market leader in Norway 

and the fourth largest player in Sweden (Orkla ASA, 2004, p. 64). Orkla Media was later sold to the media 

group Mecom in 2006 (Orkla ASA, 2006, p. 8). 

 

In 1986, Orkla and the chemical and cellulose company Borregaard merged and formed Orkla Borregaard. 

The merger with Borregaard included the BCG companies Lilleborg, Sætre and Stabburet, which initiated 

the BCG segment at the core of Orkla’s operations. Later in 1991, the merger with Nora further strengthened 

the BCG segment (Orkla ASA, 2013b). Since then, the company has acquired several related businesses, 

expanding both the geographical reach and into new product categories. In the last ten years, the segment has 

seen a steady increase now representing more than 50% of the company’s revenue (Orkla ASA, 2013a). 

 

At the end of 2004, Orkla held a 40% stake in the silicon and aluminum-producer Elkem, which also owned 

the Swedish aluminum-manufacturer, Sapa. Moreover, Elkem owned several hydropower assets in Norway. 

In early 2005, Orkla increased its stake in Elkem to more than 50%, which resulted in an offer and the 

acquisition of the outstanding shares in the company (Orkla ASA, 2004, p. 4).  
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In addition, Elkem owned a stake in the solar power company REC, which Orkla later increased to about 

40%. In 2009, Orkla made an agreement with US based Alcoa to swap Alcoa’s interest in Sapa Profiles with 

Orkla’s interest in Elkem Aluminum. After the swap with Alcoa, Orkla gained a 100% ownership of Sapa 

Profiles. The aluminum segment was then split between Profiles and Building Systems & Heat Transfer. The 

remaining parts of Elkem were sold in 2011 (Orkla ASA, 2010, p. 4). 

3.1.2. Orkla’s rationale for conglomeration 

As described above, Orkla built its conglomerate structure throughout the late 20
th
 century. This is in contrast 

to the de-conglomeration trend observed in the US, as described in Section 2.1.1. Figure 6 shows an 

overview of the different revenue streams over the last ten years, as well as a list of significant investments 

recognized as associated companies (with industry and ownership percentage). 

Figure 6: Orkla as a conglomerate – revenue streams and associated companies 

 
Source: Authors’ own compilation based on (Orkla ASA Annual Reports 2004-2013). 

 

Since the conglomeration in the 1980’s, the operation of Orkla has had a multi-divisional form. Although 

some business units can be characterized as related, the company has been engaged in a wide range of 

sectors. What seems to be the company’s intention and rationale behind the choice of business structure is 

the argument that the centralized management allows for a more efficient allocation of capital and resources 

among the different subsidiaries. This is in line with the rationales proposed by the financial analysts in 

Section 2.3.1. In Orkla’s AR (2005a), the same argument is emphasized by the management: 
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“...while it will allow Orkla to allocate capital and management capacity pragmatically and 

commercially to the parts of its organization that offer the best potential.” 

- Dag J. Opedal, Group President & CEO 

At a first glance, the different operational units of Orkla over the last ten years seem quite unrelated. The 

industrial engagements through Sapa, Elkem, REC and Borregaard have involved a focus on aluminum, 

silicon, solar power modules and chemicals. These units have been classified as either Aluminum Solutions 

or Specialty Materials. Moreover, Sapa, Elkem and REC are related through their position in the different 

parts of the solar power industry value chain, illustrated in Figure 7. Lastly, a common denominator for 

Orkla’s businesses has been specialized and differentiated products and the firms have typically been market 

leaders in their home markets (Orkla ASA, 2005b). 

Figure 7: The value chain of the solar power industry and Orkla’s position through subsidiaries 

 

Source: Authors’ own compilation, based on (Orkla ASA, 2006). 

 

3.1.3. The restructuring of Orkla towards a pure BCG producer 

Although there historically seems to have been a rationale for the conglomeration, Orkla announced that the 

strategic focus should be shifted towards growth within the BCG segment at the Investor Day in London, 

14
th
 of September 2011. The management stated that the group intended to leverage its core strengths in 

brand building and M&A in implementing this strategy. Additionally, Orkla announced that the Share 

Portfolio, the REC investment, Borregaard and Sapa were outside its future scope (Orkla ASA, 2011b).  

 

Before the announced strategic shift, in April 2011, the remaining stake in Elkem (the silicon-related 

operation) was sold to China National Bluestar Group Co (Orkla ASA, 2010, p. 4). Following the strategy 

shift, in late 2012, the chemical and cellulose company Borregaard was divested through an IPO on Oslo 

Stock Exchange and the large stake in REC was gradually reduced until it was fully divested on May 1
st
 

2013 (Becker & Kristiansen, 2013). Shortly after Orkla communicated their new strategic direction, they 

made two acquisitions, which further strengthened their position in the BCG segment. Rieber & Søn, was 

acquired for NOK 6.1 billion. With the acquisition, Orkla added strong brands to their portfolio, including 

Toro, Denja and Mr. Lee (Orkla ASA, 2013d). Moreover, Orkla acquired Jordan for NOK 1.2 billion, a 

strong national player within the Home & Personal and House Care segment (Orkla ASA, 2012b).  
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The new strategic direction also included a restructuring of the current BCG segment, moving towards a 

more centralized organization. Orkla Foods companies in Norway, Sweden and Denmark merged from seven 

subsidiaries to three regional companies. The same restructuring was carried out for Orkla Confectionary & 

Snacks where subsidiaries in Norway, Sweden and Finland merged from seven to three (Orkla ASA, 2013a). 

 

Even though the restructuring process has been ongoing for almost three years, Orkla is still engaged in some 

associated and non-core companies, e.g. the paint and coating company Jotun, the Sapa JV in cooperation 

with Hydro and the heat transfer company Gränges. Moreover, the company owns several hydropower 

assets, a share portfolio and real estate assets. However, as stated by Orkla, these segments will eventually be 

divested. Consequently, Orkla has communicated that the company will focus on operational excellence and 

organic growth in the BCG subsidiaries. For a detailed description of non-core segments, see Appendix A.5.   

 
3.2. Company Description 

The history of Orkla presents a company engaged in several different industries since its foundation. The 

strategy shift probably represents the most significant change in the company’s structure, going from a 

conglomerate to a pure BCG-company. The company-structure, as it is today, can be seen in Figure 8 below. 

Figure 8: Current organization structure of Orkla  

 
Source: Authors’ own compilation based on (Orkla ASA, 2013a). 

 

The company has over the years become one of the Nordic region’s leading BCG companies, holding strong 

positions in its home markets Norway, Sweden, Denmark, Finland and the Baltic area. Typically, the 

company’s brands hold number one and two positions in their respective categories. The bulk of the brand 

portfolio lies in the home markets, but Orkla is also present in Russia, Poland, Czech Republic, India and 

Austria (Orkla ASA, 2014a). 
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Orkla Foods 

Orkla operates the food segment through Stabburet and Toro in Norway, Frödinge, Procordia and Abba 

Seafood in Sweden, Beauvais Foods and Rieber in Denmark, Felix Abba in Finland, Pöltsamaa Felix in 

Estonia, Spilva in Latvia and Suslavicius-Felix in Lithuania. The different companies produces a variety of 

products, including; dry sauces, soups, casseroles, frozen pizza, ketchup, jam & marmalade, preserved 

vegetables, dressings, herring, cod roe spread, cordials/soft drinks and fresh pasta (Orkla ASA, 2013a, p. 19).  

Orkla Confectionary & Snacks 

The Confectionery & Snacks subsidiary of Orkla consists of four different businesses, which serve the 

Nordic and the Baltic region as their home market. The four different groups constitute of; Nidar, Kims and 

Sætre in Norway, OLW and Göteborgs in Sweden, Kims in Denmark and the Chips Group and Panda in 

Finland, producing snacks, biscuits, confectionary, licorice and chocolate (Orkla ASA, 2013a, p. 20). 

Orkla Home & Personal 

Orkla Home & Personal consists of five branded consumer goods businesses, which primarily serve the 

Nordic region. The segments include Lilleborg with products such as detergents, toothbrushes and personal 

care products; Lilleborg Profesjonell including full-range supplier of hygiene and cleaning solutions for the 

professional market; the Axellus Group providing dietary supplements and health products; the Pierre Robert 

Group offering basic textiles through the grocery channel; and Jordan House Care including painting tools 

and cleaning products (Orkla ASA, 2013a, p. 20).   

Orkla International  

Orkla International consists of BCG sales outside the Nordic region and the Baltic area. The business area 

consists of Orkla Brands Russia (acquired in 2004) and Rieber Russia (acquired in 2012), Rieber Foods 

Polska in Poland (acquired in 2012), Vitana in Czech Republic, Felix in Austria and MTR Foods in India 

(acquired in 2007). Orkla Brands Russia is a Russian manufacturer of chocolate, biscuits and confectionery 

products. Felix produces products like ketchup, sauces and ready-made-meals. MTR Foods produces a broad 

variety of Indian food products (Orkla ASA, 2013a, pp. 20-21). After consistently weak performance and 

several restructuring charges from the Russian branch, Orkla initiated a structured sales process for Orkla 

Brands Russia in early 2014 (Orkla ASA, 2014d). 

Orkla Food Ingredients 

Orkla Food Ingredients primarily serves the bakery industry (B2B), but they also sell some products to retail, 

the food industry and HoReCa (hotels, restaurants and catering). The company mainly serves the Nordic 

region, but holds a growing position in selected European countries. Orkla Food Ingredients’ largest product 

categories are margarine products (Dragsbæk), marzipan (Odense Marcipan), bread improvers and mixes 

(Credin and Sonneveld), and yeast (Jästbolaget). The largest sales and distribution companies are KåKå in 

Sweden, Idun Industries in Norway and Credin Bageripartner in Denmark (Orkla ASA, 2012a, p. 13). 
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3.3. Orkla Share Price Development 

Over the course of the last five years, Orkla’s share price has fluctuated in a relatively narrow band, despite 

several major events. This is in great contrast to the period between 2005 and 2009, where the share price 

surged from NOK 40 in January 2005, peaking at NOK 116 in July 2007, before plunging throughout the 

financial crisis reaching a bottom in late 2008 at NOK 33.5 (Oslo Stock Exchange, 2014d). Apart from the 

financial turmoil, one of the major price drivers in this period was Orkla’s engagement in the solar power 

company REC, where Orkla reached a 39.7% ownership. From September 2006, the REC share price 

increased by 249% over a period of 14 months, reaching NOK 270 before experiencing a dramatic drop in 

price, trading at NOK 72.60 end of year 2009 (see Appendix A.6.). The share has seen a steady decrease 

since and is now trading at prices between NOK 1-3 (Yahoo! Finance, 2014a; Yahoo! Finance, 2014b).  

 

Finally, there is also a significant shift in trade patterns in the stock pre- and post the financial crises, with 

volumes clearly below old levels. However, this is an industry-wide phenomenon, as the average daily 

turnover (ADT) on Oslo Stock Exchange has decreased drastically (NTB, 2012a).  

 

Figure 9: Share price development with significant events 

 

Source: Authors’ own compilation based on (Datastream, 2014b; Orkla ASA, 2013b).  
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4. The Branded Consumer Goods Industry 

Orkla is still exposed to several industries through its branded consumer goods business, its engagement in 

Sapa, its ownership of Hydro Power assets, and other non-core assets. As Orkla is in the process of 

transforming into a pure BCG company, this section will focus on Orkla’s competitive environment in the 

BCG industry. Moreover, before the strategic analysis, it is important to establish an understanding of the 

industry structure and define suppliers, customer groups, and potential substitutes. 

 

4.1.  Supply- and Value Chain for the BCG Industry 

4.1.1. The supply chain 

The core-business of Orkla supplies consumer goods and concept solutions to the grocery retail- and out-of-

home sector. The supply chain for BCG industry is characterized by relatively long and stable relations 

between the different players. The different parts of the value chain usually cooperate on key tasks, such as 

logistics, marketing, product development, communication and administration. 

Figure 10: The BCG supply chain illustrated 

 

Source: Authors’ own compilation based on (Pettersen, 2013). 

 

Orkla is primarily engaged in production and processing of goods. The company then cooperates with the 

retail chains regarding logistics and transport of the products, while also collaborating closely on marketing 

of products. Although distribution varies between different retail chains and product categories, the retail 

chains typically control both the wholesale and retail distribution. In Norway, all the four large retail chains 

operate their own wholesale distributor.  

4.1.2. The value chain 

In general, branded consumer goods include sub-categories like food, personal care, household products, 

beverages, tobacco, pet care and animal feed. The value chain can generally be split between suppliers of 

raw material, processing companies and distributors. BCG companies typically market their products 

towards consumers, but sell to retailers that act as intermediate customers.  
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The value chain in the BCG industry can be summarized as illustrated below in Figure 11, with operations 

where Orkla is engaged marked in red: 

Figure 11: The branded consumer goods value chain 

 

Source: Authors’ own compilation. 

 

4.2.  Competition in the BCG Industry 

4.2.1. The international market for BCG 

Internationally, the industry is dominated by large players such as Procter & Gamble, Unilever, Nestlé, 

Coca-Cola, PepsiCo and Philip Morris (PwC, 2013). Orkla competes primarily in the Nordic region, but is 

also directly affected by the competitive situation in the Baltic markets, Russia, Poland, Austria and India. 

 

In a global perspective, emerging markets are the engine for growth in the industry (Deloitte, 2012). 

However, adapting to local taste and culture is a challenge and large investments in marketing and brand 

building is typically a necessity. Moreover, the industry is vulnerable to input prices on raw materials. As 

emphasized by EY (2011), the increase in the price on food and beverage commodities puts extensive 

pressure on the companies in terms of managing the associated risks. Many BCG companies use hedging to 

limit the risk associated with price volatility, and if it is hard to increase prices, efficiency has to be improved 

in order to absorb the increase in costs. Pricing power is often limited, as BCG companies typically face a 

consolidated and powerful retail sector (EY, 2011). 

 

The combination of large requirements in terms of investments in marketing and sales, as well as size in 

order to have bargaining power towards suppliers and distributors, results in clear scale advantages. Benefits 

from economies of scale are thus driving consolidation in the industry (EY, 2011). 
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4.2.2. The Nordic BCG industry 

Orkla focuses on consumer products within food, personal care and household products, whereas food is the 

largest business area. Looking at the BCG market in the Nordics as a whole, Orkla is the largest player in 

terms of revenue in the region (see Appendix A.7.). Below is a short introduction to the different product 

segments of the industry where Orkla is engaged, which will be analyzed in the strategic analysis. 

Food and beverage 

The Nordic food and beverage industry is mainly split between several large players which typically 

specialize within a specific product category. While Orkla has a solid market position within the ‘various 

food products’ category, including products such as frozen pizza, ketchup and preserved vegetables, dairy 

products are dominated by players such as Arla and Tine. Furthermore, Carlsberg and Coca-Cola dominate 

the drinks segment, whereas meat products in Norway are dominated by Nortura (a cooperative of farmers) 

(Orkla ASA, 2013c). 

Home and personal products 

The market for home and personal products spans over a wide range of categories. In the home care segment, 

the main categories are laundry care, dishwashing and surface care (Passport, 2013e, p. 7). Within beauty 

and personal care products, the largest categories in terms of sales value are cosmetics, hair care, skin care, 

and fragrances (Passport, 2013a, pp. 15-16). A sale split by product category for the different Nordic markets 

are illustrated in Appendix A.38. 

 

As in the food and beverage sector, players typically specialize in different niches of the market and the 

various categories are characterized by dominating players enjoying strong brand loyalty. Through Lilleborg, 

Orkla is by far the most dominating player in Norwegian home care with more than 50% market share (Orkla 

ASA, 2013c). In the Nordics in general, the home care segment are dominated by multinational consumer 

goods companies like Unilever, Colgate-Palmolive, Procter & Gamble and Reckitt Benckiser. In addition, 

private label (PL)
2
 products constitute a large and growing part of the market (Passport, 2013f, p. 9). Within 

beauty and personal care, L’Oreal is typically the largest player, but this segment is also dominated by the 

multinational BCG companies mentioned above (Passport, 2013b, p. 13). See Appendix A.39. for a sale split 

by company in the Nordic countries.  

                                                      

2 Private label brands are those offered by retailers, typically low cost alternatives. See Section 4.5, 5.2.3 and 5.2.4. 
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4.3.  Customers of the BCG Industry 

The retail industry in the Nordic market is highly consolidated, with 2-4 dominating players within each 

country (Pettersen, 2013). This consolidation enhances the bargaining power of retailers, to be discussed in 

Section 5.2.3. The market of Nordic grocery retailers is illustrated in Figure 12: 

 

Figure 12: The Nordic grocery retail market is highly consolidated 

 

Source: Authors’ own compilation based on (Orkla ASA, 2013c). 

 

For BCG companies, the retail chains act as intermediate customers. While goods are marketed towards 

households, the cooperation with retailers is utterly important. With retailers having full control of the 

distribution of goods, the balance of power plays an important role for BCG companies’ profitability. The 

retailers conduct strict product range management of goods, which entails that new products not are 

automatically accepted. In Norway, there are only three windows of product launch negotiations during a 

year (week 8 in February, week 18 in April and week 38 in September) (STAND, 2014). In addition, there 

are only two windows during the year in which prices on existing products are determined (Regjeringen, 

2011). The deadlines during these windows are very tight and suppliers, like Orkla, are highly dependent on 

succeeding during these negotiations to secure their current shelf-space and create organic growth through 

new introductions. To include a new product on the shelves, it typically means that the retailer will 

discontinue another (Pettersen, 2013). Hence, this process creates a pressure on BCG manufacturers to offer 

competitive prices, deliver high quality products and comply with the retailer’s other conditions.  
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A key negotiation-tool used by both parties is the extensive discount structure on BCG products. These 

discounts include; product line discounts, yearly bonuses, joint marketing campaigns and different variations 

of these (Pettersen, 2013, p. 63). Suppliers can use this to achieve better shelf placements, while it also 

allows the retail chains to bargain for significant discounts. 

 

In addition to retail customers, Orkla also markets and sells products to other BCG and food manufacturers 

through its subsidiary Orkla Food Ingredients. This is mainly bakery products sold to 19 countries in Europe. 

 

4.4.  Suppliers of the BCG Industry 

The BCG industry is dependent on raw ingredient inputs from the agricultural industry, including import of 

ingredients such as sugar, cocoa, oils etc. Moreover, processing of food products require food additives and 

supplements, whereas the production of household care products require chemicals and textiles. Orkla thus 

sources inputs from a wide range of different supplier groups. 

 

4.5.  Substitutes for BCG Products 

BCG products compete against a range of substitutes. First and foremost, consumers can see a specific good 

as substitutable by many other products even in different product categories. E.g. a consumer looking for a 

snack could potentially be considering both a piece of chocolate, chips, nuts, cookies and biscuits, bakery 

products or even fruit and vegetables. Hence, the competition for the consumers’ attention is very high, 

reflecting BCG manufacturers’ reliance on marketing, branding and promotion. In preparing meals, 

consumers can apart from buying semi-finished products from BCG companies also make the food from 

scratch using non-processed goods. Moreover, customers can choose to dine out.  

 

Furthermore, retailers’ introduction of PL products has impacted the balance of power between BCG 

companies and retailers by offering consumers an alternative to branded products. PLs are products sold 

exclusively through specific retailers under a single brand, owned and controlled by the retail company itself. 

The retailers either integrate vertically to produce the goods themselves or collaborate directly with 

manufacturers. In the beginning, PLs were simple products in the low cost segment, but PLs are now also 

competing in premium segments, e.g. NorgesGruppen’s ‘Jacobs Utvalgte’, Coop’s ‘Smak forskjellen’ or 

Rema 1000’s ‘Ladegaards Brygghus’ (Regjeringen, 2011, p. 58).   
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5. Strategic Analysis 

After having established the characteristics of Orkla and the BCG industry, the following sections aim to 

identify the factors affecting Orkla´s key value drivers. In forecasting future earnings, these factors constitute 

the fundament for Orkla BCG´s growth prospects and profitability. The analysis has been split into external- 

and internal factors. The external analysis seeks to identify opportunities and threats through analyzing 

macroeconomic- and industry factors affecting the profitability and risks in the production of branded 

consumer goods industry. Consequently, the internal analysis seeks to identify strengths and weaknesses by 

analyzing resources within the company, which might serve as sustainable competitive advantages 

strengthening Orkla´s position. 

 

The economic literature contains a great amount of strategic models and frameworks. It is therefore 

important to assess the usefulness of the different models in respect to the industry under consideration. The 

PESTEL framework, Porter’s Five Forces and the VRIO framework have been chosen for the purpose of this 

section. Although generic models, these analyses are considered to ensure a comprehensive understanding of 

the macro-, industry-, and firm specific factors affecting Orkla. The PESTEL analysis is chosen order to 

achieve a thorough understanding of Orkla’s environment. Moreover, an analysis using Porter’s Five Forces 

framework provides valuable insights into the different forces shaping industry profitability, which will be 

essential in forecasting Orkla’s profitability going forward. Lastly, the firm specific resources and 

capabilities of the company will determine the future profitability prospects of Orkla. By conducting a VRIO 

analysis, it is possible to assess whether Orkla possesses any sustainable competitive advantages 

differentiating Orkla from its competitors. 

 

Figure 13: Structure of strategic analysis and connection between analyzed elements 

 

Source: Authors’ own compilation. 
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5.1. PESTEL 

The PESTEL analysis covers political, economic, socio-cultural, technological, environmental and legal 

factors. As the political environment, in which Orkla operates, in many ways is closely tied to the legal 

situation regarding trade- and import restrictions, these factors are treated simultaneously. This has also been 

conducted for technological- and environmental factors, considering their reciprocal influence. For each 

factor, the analysis provides a description of the current situation, an evaluation of the future outlook and the 

implied effect on future growth prospects for Orkla BCG. As more than 75% of Orkla BCG’s revenue relates 

to the Nordics (Orkla ASA, 2013a), as can be seen in Figure 14, the macroeconomic environment in these 

countries will therefore be the main focus of this analysis. Furthermore, an emphasis is put on the Norwegian 

market since this is the company’s primary market and constitutes the largest revenue stream. Consequently, 

Orkla International will not be the primary focus of this analysis. However, an assessment of conditions in 

the Baltic countries, Poland, the Czech Republic, Austria and India will be elaborated on when necessary. 

Russia is not considered, as Orkla has initiated a sales process of its Russian branch. What is more, Orkla 

Food Ingredients (B2B) is treated in the same way as Foods (B2C), as the factors driving its profitability, to 

a large extent, will be overlapping. The impact of the different factors will be rated on a five-step scale, 

ranking from ‘very positive’ to ‘very negative’. A lower rating, ceteris paribus, implies a greater potential for 

profit creation and higher profitability in the industry and vice versa 

Figure 14: Sales-split for Orkla BCG by geographical region  

 

Source: Author’s own compilation based on data from (Orkla ASA, 2013a). 

 

5.1.1. Political and legal factors   

The following section seeks to provide insights into the general political- and legal environment of Orkla 

BCG’s operations. Although trade conditions and customs barriers will be the focal points, these topics will 

be assessed in an economic- rather than a legal perspective. 
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Trade conditions in the European Union 

Except from Norway and India, all Orkla’s markets are within the European Union (EU). The EU is the 

world largest economy, constituting more than 23% of world GDP in 2012 (European Commission, 2013, p. 

3). The internal market and free trade policies allow free flow of goods between member states, and through 

the Common Customs Tariff (CCT), import tariffs applies only to EU’s external borders and differ 

depending on the type of goods (European Commission, 2014). This increases competition within the union, 

while also levelling the playing field for companies operating within the EU countries. In addition to the 

inner market of the EU, the Agreement on the European Economic Area (EEA) brings together the 28 EU 

member states as well as Iceland, Liechtenstein and Norway in a single market (EFTA, 2014). The EEA 

agreement covers the right to free trade within the economic area, however, Common Agriculture and 

Fisheries Policies, Customs Union and Common Trade Policy are EU policies not covered by the agreement. 

 

The World Trade Organization (WTO) and the EU among others, continuously work on dissolving trade 

barriers (WTO, 2014). EU is also initiating trade agreements with partners to simplify trade and promote an 

easier flow of goods. By opening up markets and fighting protectionism, the EU hopes to enable economic 

growth (European Commission, 2013). This work has come a long way inside the union, although some 

major trading partners still maintain certain trade barriers. One of these partners is Norway, which still 

subsidizes and protects the country’s agriculture sector. 

Trade conditions in Norway 

The Norwegian food industry is subject to political debate, where the main topics of discussion are import 

barriers and subsidization of the Norwegian agricultural industry. Moreover, the implications of the use of 

food additives and genetically modified food have been areas of ongoing discussions. 

Norwegian import barriers 

Through import barriers on agricultural products, Norwegian producers are protected, which reduces the 

competition from foreign food manufacturers. Agricultural inputs used in the production of industrially 

processed products are protected by custom barriers, while the fish- and beverage sectors are more or less 

unprotected (Steine & Kjuus, 2011, p. 15). The fish farming- and processing industry is highly export 

focused, while the other parts of the food industry mainly focuses on the home market. The barriers focus on 

products that can be produced in Norway, like meat- and dairy products, which enjoy high protection. 

Processed food like pizza, bakery products and chocolate has a more moderate protection level; while 

products not available in Norway, e.g. citrus fruits, coffee, rice and bananas are toll free (Regjeringen, 2009). 

To ensure production of agricultural products in Norway and a preference for using local ingredients and 

semi-finished goods in production, the government has moreover implemented a compensation structure (the 

raw ingredients compensation, referred to as RÅK in Norway) (Steine & Kjuus, 2011, pp. 62-63).  
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When using Norwegian raw ingredients in production of products competing against foreign products 

manufactured abroad, the manufacturer can be compensated through the ‘RÅK scheme’ (Norwegian 

Agricultural Authority, 2013). The effect of the compensation scheme is illustrated in Figure 15, by 

comparing the raw ingredients prices on a pizza produced in Norway versus a pizza imported from the EU: 

Figure 15: Raw ingredients compensation scheme illustrated 

 
Source: Authors’ own compilation based on (Orkla ASA, 2013f). 

 

The overall effect of a potential reduction in custom barriers and compensation on Norwegian food 

manufacturers is ambiguous. On one hand, a reduction in import restrictions allows for a more 

comprehensive use of foreign raw ingredients and semi-finished products, lowering production costs. On the 

other hand, lifting import restrictions will also allow for more international competition on the Norwegian 

market. This will most likely lead to a reduction in Norwegian retail prices, squeezing the manufacturers’ 

margins. Elaborating on the example of ‘Net raw ingredients cost for pizza’ shown  in Figure 15, the 

ambiguous effect of removing import barriers can be illustrated as in Figure 16.  

Figure 16: Import barrier example: Implications of lifting import barriers 

 
Source: Authors’ own compilation based on input from (Orkla ASA, 2013f; Stabburet, 2014; Jørgensen, 2010). 

The example shows that the new net raw ingredients prices for producing a pizza is lower after removing 

import restrictions, even when accounting for transportation costs on importing cheaper EU ingredients. 
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Norway shifted its government in 2013 (Norway.org, 2013). In contrast to the former, Norway’s new 

conservative government seeks to make the agricultural industry less dependent on subsidies and decrease 

import tariffs (Høyre, 2013). The political outlook thus points towards a reduction in import barriers and 

more international competition on the market for Norwegian agricultural goods over time, which the authors 

consider to potentially have a negative impact on Orkla in the long-run. 

Food additives and genetically modified food restrictions 

Food additives are commonly used in processed food to improve its flavor, texture and appearance, or to 

prolong its freshness. The long lasting effects from the intake of food additives are still researched, but the 

use of additives is carefully regulated and all food additives used in the EU and the EEA-area is scientifically 

checked (International Food Information Counsil, 2010). Nevertheless, a change in policy regarding certain 

commonly used food additives could have economic consequences for food product manufacturers. 

Restrictions forcing companies to switch to more expensive additives or ingredients could potentially reduce 

profitability. However, in Europe, all authorized food additives and their conditions of use have been 

harmonized at the EU level (including the EEA countries) (European Union, 2007). A potential policy 

change would affect the industry as a whole and is thus not considered to pose any significant threat to Orkla 

particularly. This might however reduce the industry-wide profitability unless the producers are able to push 

the cost increase onto retailers or consumers. 

 

Norway enforces strict regulation regarding genetically modified organisms (GMO) used in food and food 

products. As of the time of writing, no GMO products are approved as food products (Helse- og 

Omsorgsdepartementet, 2013). This is in contrast to the EU countries where GMO products can be approved 

at the union level and are allowed as long as they are sufficiently labeled (Ministeriet for Fødevarer, 

Landbrug og Fiskeri, 2014). A food manufacturer like Orkla has to adapt to the regulation in each given 

market it operates. The competitive situation in each country will be equal for all players; hence the 

regulation regarding GMO products should not pose any direct competitive advantage or disadvantage. 

However, it could be discussed whether international competitors have more experience using GMO in their 

production, and whether Orkla would have a competitive disadvantage should the restriction be eased in the 

home market as well. Nevertheless, the authors consider this possibility to have relatively low impact on 

future profitability.  
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Expected effect of political- and legal factors on future growth prospects 

The overall effect of changes in the political- and legal environment of Orkla’s operations is 

considered to have a neutral impact in the forecasting horizon.  

 

Trade conditions within- and between EU countries are expected to be stable, but the 

continuous work on eliminating trade barriers and subsidies will likely lead to increased 

international competition in Orkla’s largest market, Norway. More regulation regarding the 

use of food additives, and increased competition on GMO products could potentially lead to 

higher costs or a competitive disadvantage, but the authors do not expect any significant 

impact in the short- to medium term. These effects could however have a negative impact in 

a more long-term perspective. 

 

5.1.2.  Economic factors 

The BCG industry, and thereby Orkla, is mainly driven by consumer demand. Therefore, the most important 

macro-economic factors are considered to be the real gross domestic product (real GDP), annual disposable 

income and expenditures per capita, changes in commodity prices, exchange rates and interest rates. 

Fluctuations and trends in these factors drive demand and profitability within the BCG industry.  

Increasing and stabilizing Real GDP 

Real GDP is an inflation-adjusted measure of all goods and services produced within a year in a country, 

expressed in a base-year. It is an important indicator of the health of a country’s economy (Passport, 2014a). 

The general consensus is that 2.5 – 3.5% growth in GDP is optimal, because this is enough to create 

corporate profit and jobs and still not cause too high inflation (Khan, Yahya, Naumann, & Farooq, 2013, p. 

904). 

 

In general, the real GDP growth in the Euro Zone experienced a significant negative development in 2009, 

caused by the financial crisis. The rate recovered in most countries during 2010, before experiencing a 

‘double-dip recession’, caused by financial fallbacks in countries such as; Greece, Spain, Portugal, Italy and 

Cyprus. Since then, the rate has generally slowly recovered and is expected to return to historical stable 

levels in 2014/2015 (Figure 17). The growth in the Nordic countries (between 1.5 – 2.5 % on average) 

indicates that these markets are more mature than the Baltic countries (3.5 – 4.5%), India (6.8 %) and Russia 

(4.9 %) (Passport, 2014a). The development in real GDP growth from 2000 to 2013 by country, including 

forecasts until 2020, can be seen in Appendix A.41. 
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Figure 17: Development in Real GDP growth in the Euro Zone  

 

Source: Authors’ own compilation based on data from (Passport, 2014a). 

 

Increased annual disposable income per capita 

Per capita annual disposable income represents a person’s ability to purchase goods or services. It is 

calculated by taking income earned from all sources (wages, government transfers, rental income etc.) minus 

taxes, savings and some non-tax payments (e.g. fines, forfeitures and donations) and divided by the country’s 

population (Passport, 2014b). The annual disposable income per capita in the Baltic area experienced a 

CAGR between 7.5 – 14% from 2000 to 2013. For the same period, the CAGR for the Nordic countries were 

significantly lower, between 5.9 – 7.8 % (Appendix A.41.). However, the absolute level of disposable 

income per capita in the Nordic countries represents some of the highest levels in the world (Passport, 

2014b). Nevertheless, using Norway as an example, the price level for food products is the highest in 

Europe. As a result, the difference in consumer purchasing power are somewhat mitigated (Statistics 

Norway, 2013).  

Rise in consumer confidence and per capita annual consumer expenditures 

Following the financial crisis, in the first half of 2009, the average global consumer confidence index were at 

a record low of 77 points (above 100 indicates optimism) (Nielsen, 2009). Since then, the confidence has 

slowly increased and in Q3 2013 the rate represented 94 points. During 2013, most countries experienced a 

significant positive 3-month trend (Nielsen, 2013). 

 

The combination of increased consumer confidence and a positive trend in the annual consumer expenditures 

per capita (Appendix A.41.) indicates a general stabilization of the world-wide economic health. Taking an 

even closer look at the BCG industry, the annual consumer expenditure on food and non-alcoholic beverages 

per capita also seems to be recovering after the financial crisis (Appendix A.41.). 
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High but stable commodity prices 

Orkla’s BCG segments, both within B2C and B2B (Food Ingredients), are highly exposed to the 

development in raw material prices, including (but not limited to) the price of potatoes, nuts, sugar, cocoa, 

wheat, vegetables, fish and fish oil, as well as the prices on different packaging materials (Orkla ASA, 

2013a, p. 81). Fluctuations in these prices drive the variable costs of the BCG segment. As can be seen in 

Figure 18 (indexed at 100 in 2005), commodity prices are highly correlated with the general economic-

environment. From mid-2007 until mid-2008, especially commodity food- and beverage prices experienced 

an exponential increase, before declining to beginning-of-year 2007 levels. Since then, the prices increased 

to new historical levels in beginning-of-year 2011, before stabilizing in mid-2011. 

 

Figure 18: Price index on Commodity Food & Beverage and Agricultural Raw Materials 

 

Source: Authors’ own compilation based on data from (Index Mundi, 2014a; Index Mundi, 2014b). 

 

Hedging against exchange- and interest rate exposure 

Multinational corporations are, due to the nature of their business, exposed to exchange rate risks and Orkla 

is no exemption. As the primary locations of Orkla BCG are the Nordic countries, Baltics and India, Orkla is 

exposed to currency risks in these respective currencies. Each of Orkla’s BCG subsidiaries hedges the 

currency risk arising from contracts with currency forward contracts against its own functional currency 

(Orkla ASA, 2012a, p. 71). In addition to exchange rate risks, most companies are affected by interest rates. 

Orkla’s interest rate risk is mainly related to the Group’s debt portfolio. The group’s main sources of 

financing are bilateral loans from Orkla’s relationship banks and loans in the Norwegian bond market. 

Smaller funds have also been raised in the US Private Placement market and in the German Schuldschein 

market (Orkla ASA, 2012a, p. 70). Since the financial crisis, the Norwegian key policy interest rate has been 

kept at an historical low level to stimulate consumption and economic growth.  
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In mid-2008 the rate peaked at 5.8 % and experienced a significant drop to 1.3% in mid-2009. The interest 

rate is projected to remain at a low level; reaching 2.3 % in 2016 year-end, as can be seen in Figure 19.  

Figure 19: Development in Norges Bank’s key policy interest rate 

 

Source: Authors’ own compilation based on data from (Norges Bank, 2014b). 

 

Stable population growth in Europe, but high growth in Asia 

According to the French Institute of Demographic Studies (2013) the world population is estimated to reach 

9.7 billion people in 2050. This is mainly driven by growth in Asia and Africa, while Europe will be stable. 

With a majority of its business in Europe, Orkla is not expected to see an increase in market size due to 

population growth. However, with India expected to be the largest country in terms of inhabitants while also 

seeing the largest growth, this suggest opportunities for Orkla International. The Indian branch has 

established a profitable foothold within a range of different product categories, especially spice mixes. The 

company must though be able to capitalize on the growth in India’s competitive market, and what is more, 

high growth in emerging markets lies outside of Orkla’s strategy of being leading in the Nordics. 

 

Expected effect of economic factors on future growth prospects 

The different economic factors affecting the growth prospects of the BCG industry are 

expected to have a positive impact in the forecasting period. 

 

This is primarily due to a positive development and outlook of real GDP growth in Orkla’s 

main operating markets. Moreover, per capita annual disposable income is increasing and 

consumers have increased confidence in the global economic-health. This can e.g. be 

displayed through increased per capita expenditures, specifically on food and non-alcoholic 

beverages. Additionally, the development in commodity prices seems to have stabilized after 

the financial crisis and Orkla has shown to effectively hedge against currency- and interest 

rate risks. Population growth is not expected to represent a future driver for Orkla. 
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5.1.3. Socio-cultural factors  

Increased focus on healthy eating 

Obesity is one of the most central health problems in the world today and the problem is escalating. In a 

publication by the Norwegian Directorate for Health (2011) it is estimated that approximately 315 million 

people worldwide are obese (5% of the global population). In Norway they find that one of five people has 

an obesity problem, which represents a doubling of the proportion over the past 20 years. As a result of the 

increased focus on the health risks associated with overweight, people are increasingly concerned about 

eating healthy. In a survey conducted by Nielsen (2012) half (48%) of consumers around the world say they 

are trying to lose weight. In doing so, consumer say that they primarily change their diet and exercise. In 

changing their diet, the consumers’ focus on cutting down on fats (70%), cutting down on chocolates and 

sugar related products (62%) and thereafter focus on eating more natural and fresh food (55%). Eating 

smaller portions (44%), less processed foods (35%) and following specific diet plans (16%) are less common 

for the respondents in this survey.   

 

The increasing health trend has had, and will continue to have, a direct impact on food manufactures such as 

Orkla, as people’s preferences and purchasing habits change. In Norway, the Green Keyhole symbol is a 

system for customers to identifying healthier products in various food product categories, based on criteria 

such as fat, salt, sugar or dietary fiber (Nøkkelhullsmerket, 2012). In order to comply with the requirements, 

Orkla has had an increasing focus on reducing the level of saturated fat, salt and replace fast carbohydrates 

with ingredients that are high in fiber. Almost 10,000 tons of palm oil has been replaced by 

rapeseed/sunflower oil and a number of products under the Pizza Grandiosa brand have been reduced to 

levels well below the criteria specified for the Keyhole labeling scheme (Orkla ASA, 2014c). However, these 

are poster-stories from Orkla, which still are highly exposed to unhealthy products, especially through the 

Confectionary & Snacks business. In addition, Food Ingredients are primarily driven by the demand in the 

European bakery industry. Following the increasing focus on healthy food, the bakery industry is expected to 

experience low growth going forward (See Appendix A.29.). The focus on healthier products will remain 

important for Orkla overall in the coming years and its importance is expected to increase in the future. Mr. 

Ruzcika also expressed this view during the press conference following the announcement of him as the new 

CEO of Orkla. He also uttered confidence in Orkla’s ability to comply with this trend (Orkla ASA, 2014b).     

The time squeeze influences eating habits 

While a majority of consumers express that they strive to eat healthy, the time squeeze seems to be the 

biggest barrier in achieving this goal. In a global survey, Nielsen found that 35% of respondents did not 

always eat healthy because they lacked time (Nielsen, 2010). According to Statistics Norway, the time spent 

on domestic activities like preparing meals has halved between 1971 and 2010 (Statistics Norway, 2012b).  
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With less time available for food preparation, the demand for convenience has increased. Nordic consumers 

want to prepare good quality food in the least time possible, driving the need for semi-finished products and 

higher quality ready meals. While dinning out typically has been restricted to weekends and special 

occasions, Nordic consumers are increasingly dining out on regular weekdays as well, indicating a shift in 

consumer attitudes regarding cooking food from scratch and preparing their own meals (Passport, 2012). For 

food manufacturers like Orkla, these trends require the company to develop semi-finished products and 

ready to eat food perceived as high quality, enabling consumers to prepare quality meals fast. 

 

The preference for convenience in combination with a lack of time has increased the demand for on-the-go 

products and between-meal snacking. Competition between BCG companies offering products in this 

category has increased, with healthy snack bars and muesli and yoghurt combinations seeing a rise in 

popularity (Passport, 2013m). Snack bars are a dynamic and rapidly growing packaged food category, 

especially within energy and nutrition bars, where Orkla subsidiary Axellus is the largest player. Grocery 

retailers are the dominant distribution-channel for this category, with a 50% value share in 2013 according to 

Passport (2013m). 

  

 

Expected effect of socio-cultural factors on future growth prospects 

The different socio-cultural factors and trends affecting the growth prospects of the BCG 

industry seem ambiguous and are thus expected to have a neutral effect. 

 

Consumers are increasingly concerned about living healthy, which drives their product 

preferences. This will impose a demand for more healthy products with better nutrition, less 

salt, sugar and saturated fats. Moreover, consumers use less time in preparing their own 

meals, valuing convenience and time efficient solutions. This creates an opportunity for food 

manufacturers, like Orkla, in terms of delivering high value innovations in new and 

expanding categories, including healthy, high quality semi-finished and on-the-go products. 

Although this creates an opportunity, the increased focus on health and nutrition may also 

impose a cost increase in terms of more expensive raw ingredients and R&D requirements. 
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5.1.4. Technological and environmental factors 

The technological- and environmental factors affecting the BCG production industry are highly correlated, as 

the technological development in many ways has a direct effect on the environmental impact of this industry 

and vice versa. Global mega-trends, such as increased consumer focus on sustainable production, increases 

requirements for BCG production and drive technological development (Chivers, 2012).  

Increased focus on sustainable production 

As a result of an increase in the global focus on sustainability, corporations have had to adapt to 

governmental- and consumer requirements and preferences. Lately, the food and beverage production has 

been subject to criticism due to its effect on the global environment. Research conducted for the European 

Commission by Tukker et al. (2006) concludes that food and drink cause 20–30% of the various 

environmental impact of private consumption. In a survey by Nielsen (2012) exploring the environmental 

attributes consumers consider when grocery shopping, it becomes clear that consumers generally want to eat 

more nutritiously and purchase foods that are grown, raised and produced in responsible ways. In order to 

comply with this increased focus on sustainability, Orkla introduced a set of ‘Food Safety Standards’ in 

2004. These standards are based on the internationally recognized British Retail Consortium Global Standard 

for Food Safety. The standards are implemented throughout the organization with internal audit programs 

(Orkla ASA, 2012c, pp. 3-4). 

E-commerce 

Electronic commerce (e-commerce) through the Internet has seen a rapid increase over the last two decades. 

Although grocery is the largest category in retailing, it is the most resistant to the advance of online shopping 

(The Economist, 2013). According to a study by Booz & Company (2012), only 1% of US consumer-

packaged goods revenue comes from e-commerce. They point to hurdles related to the nature of the delivery, 

that grocery products often are expensive to ship in proportion to price, that shelf stability is an issue for 

perishable food products and that straightforward purchases requiring little research are less appropriate for 

online shopping. McKinsey & Company (2013, p. 2) emphasizes that consumer skepticism about product 

quality and the fact that consumers are not able to see the actual products before buying are factors keeping 

demand low. Nevertheless, both studies expect that e-commerce will be an indispensable strategy for 

retailers in the coming years.  

 

Even though grocery is a low-penetration category, the increasing number of in-store purchases that are 

influenced by digital engagement along the path to purchase could according to Booz & Company give 

manufacturers an incentive to integrate e-commerce as part of their shopper marketing strategy (Booz & 

Company, 2012).  
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Integrating forward, creating a direct-to-consumer (DTC) branch could be a potential path for companies like 

Orkla in coming years. Although this could allow Orkla to circumvent the retail sector, there seems to be a 

lot of obstacles for such a strategy. As in the offline world, consumers prefer to shop at online stores with the 

widest selection, best prices, and the best experience (Booz & Company, 2012). Even though Orkla would be 

able to offer lower prices on own products, the range of products provided by other retailers would prove 

hard to match. Orkla is present in a wide selection of categories, but would still have to do an unlikely 

expansion into broader categories or source products from other manufacturers in order to match the 

selection of an on- or offline retailer. Either way, such a move would harm Orkla’s relationship with 

retailers. Integrating forward could nevertheless be viewed as a threat in bargaining with retailers. Orkla has 

taken a step towards e-commerce with its textile brand Pierre Robert, which could yield valuable experience 

in preparing for a more comprehensive e-commerce strategy in the future. 

 

Expected effect of technological and environmental factors on future growth prospects 

The technological and environmental factors affecting the growth prospects of the BCG 

industry are expected to have a neutral effect in the forecasting period. 

 

At this point in time, the increased focus on sustainable production and awareness concerning 

environmental impact, has led to cost increases for food manufacturers. However, 

innovations in the agriculture industry will potentially lower manufacturing costs, but this 

effect might prolong. Moreover, e-commerce poses an opportunity for manufacturers in the 

longer term. However, no significant changes are expected to occur within the period of 

interest. In addition, producers of BCG continuously develop their products to fit the current 

environmental trends. Orkla has shown to cope with these transitions and are therefore 

aligned with the current state. 
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5.1.5. Total impact of macroeconomic factors  

Based on the PESTEL analysis, the overall future outlook of the different macroeconomic factors affecting 

the growth prospects for the BCG industry is considered to be slightly positive.  

 

Figure 20: Overview of the impact from macroeconomic factors 

 

Source: Authors’ own compilation. 

 

 

The overall macro-environment situation, as proposed in this analysis, shows a neutral picture. However, 

within the industry for branded consumer goods, the economic factors are considered to be the most 

influential. Hence, the positive economic outlook shifts the overall neutral picture to slightly positive.  
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5.2. Porter’s Five Forces 

In (1979), Michael Porter introduced a framework arguing that the attractiveness of an industry depends on 

five factors. The framework indicates how the economic value created by an industry is divided between the 

related parties. The relative strength of the competitive forces affects prices, costs, and the investment 

required to compete, thus the forces are directly tied to the income statements and balance sheet of industry 

participants. Analyzing the different forces creates a basis for understanding the current profitability and 

creates a fundament for forecasting future earnings. The strength of the different factors will be rated on a 

five-step scale, ranking from ‘very high’ to ‘very low’. A lower rating, ceteris paribus, implies a greater 

potential for profit creation and higher profitability in the industry and vice versa.  

 

Orkla operates within a range of different BCG product-categories, which generally serves different market 

segments. However, as the purpose of this analysis is to develop a deeper understanding of how economic 

value is created and divided in the industry overall, it is the authors’ perception that considering Orkla BCG 

as a whole best fits the purpose of this section. Specific product categories or geographic markets will though 

be further elaborated on when it is considered necessary. 

5.2.1. Threat of new entrants 

The threat of new entrants is by some economists argued to be the most dominant force, even the single force 

enabling sustainable competitive advantages (Greenwald & Kahn, 2005). New entrants to an industry bring 

new capacity and a desire to gain market share that puts pressure on prices, costs, and the rate of investment 

necessary to compete (Porter, 1979).  

Competition for market shares  

In Orkla’s main operating geographies, the market for brand consumer goods is considered to be highly 

saturated. Margins are generally low, converting the industry competition into a fight for market shares. 

Orkla’s communicated strategy is to only hold number one and two products in terms of market share. 

Within the industry, Orkla holds a leading position in especially Norway and Sweden, while holding a 

somewhat less significant position in Denmark, Finland and other markets. 

Relative low switching costs  

The competition for market shares will as a consequence be intensified through low switching costs, which 

refers to the fixed costs that buyers face when changing suppliers. In a neo-economical perspective, rational 

consumers will not switch to the supplier offering the lowest price if the switching costs in terms of 

monetary cost, effort, time, uncertainty, etc., outweigh the price differential between the two suppliers.  
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In the BCG industry, the retail chains act as intermediate customers. The monetary costs of switching 

supplier for an end-consumer are considered low, implying that the same applies to the retail customers. 

However, switching costs should also be seen in relation with psychological, emotional and social factors, 

such as brand loyalty. Moreover, the relationship with BCG manufacturers can be an influential factor for the 

retail chains in choosing their suppliers. 

Incumbency advantage independent of size – high brand loyalty 

Through high brand loyalty, incumbent companies are able to offset, to some degree, the low monetary 

switching costs associated with consumer goods. Research conducted by Norstat on behalf of Tine (2012) 

finds that Norwegians are remarkably loyal to known branded consumer goods (56 % prefer branded 

consumer goods, 34% has no specific preference and only 8% preferred private label). Norwegian consumers 

seem to value the feeling of safety and quality over price in general. Hence, the consumers switching costs 

outweighs the price differential. Norwegian consumers are followed by Swedish consumers (42% prefer 

branded consumer goods), while the Danish (17%) and Finnish (27%) consumers are not that concerned 

about whether they buy branded consumer goods or private label products. The findings from this research 

reflects Orkla’s market share in the respective markets. As stated above, Orkla enjoys a superior position in 

both Norway and Sweden, while struggling to gain the same position in Denmark and Finland. This 

relationship could be seen as a proxy for the importance of brand loyalty in the industry for branded 

consumer goods and how brand loyalty deters potential new entrants from the industry. 

Supply-side economies of scale 

While brand loyalty can be said to be independent of size, the supply-side economies of scale is the opposite 

and constitute another important factor deterring new entrants from the industry of branded consumer goods. 

It is obtained by firms producing at large volumes enjoying lower costs per unit because they can spread 

fixed costs, employ technology more efficient, or command better terms from suppliers. The market for 

branded consumer goods is pressured on margins, and as a result, firms that are not able to extract supply-

side economies of scale suffer a cost disadvantage. Potential new entrants are therefore forced into entering 

at a large scale or be pressured out of the industry.  

Unequal access to distribution channels 

The retail chains operate with a strict product range management of goods. Introducing new products on the 

shelves often implies that other products are taken out of the assortment. Therefore, the relationship and 

access to distribution channels plays a significant role in the industry. Large players, like Orkla, enjoys well-

established relationships with the grocery retail chains and holds a significant amount of shelf space. 

Thereby, new entrants would have to compete to acquire the position held by this type of players, causing a 

substantial barrier to enter the industry of producing branded consumer goods. 
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Threat of new entrants  

The credible threat of new entrants is considered to be moderate within the industry of 

producing branded consumer goods. 

 

There are no significant barriers to enter the industry of producing BCG. The credible threat 

of new entrants is though considered moderate, as there are several factors limiting the 

chances of success and survival in the long-run. The most dominant of these factors is the 

supply-side economies of scale, as it leads to cost-advantages for incumbent firms. Unequal 

access to distribution channels and strict product range management also reduce the credible 

threat of new entrants, as it limits the changes of new products obtaining shelf space. The 

monetary switching costs in consumer goods are though low, which in theory should lead to 

higher competition and threat of new entrants. This is the case in the EU countries, where 

Orkla’s brand loyalty is considered to be lower. However, the brand loyalty varies among 

different countries. Norwegian- and Swedish consumers have a significantly higher brand 

loyalty than the other Nordic consumers, which should imply a reduced threat of new 

entrants. 

 

5.2.2. Bargaining power of suppliers 

The strength of the bargaining power of suppliers relies on several factors, including; the concentration of 

suppliers, whether the products are differentiated, the switching costs and the degree of which the suppliers 

relies on the revenue from the industry (Porter, 1979). Orkla’s suppliers are of three main types: contract 

manufactures, direct suppliers of raw materials and inputs, and complex supply chains (Orkla ASA, 2014e). 

Segmented supplier group offering undifferentiated products 

Producers of branded consumer goods are heavily dependent upon the cost of raw materials, hence the 

strength of the bargaining power of suppliers is considered a critical force for the industry. As Orkla BCG 

operates within both the food- and home & personal industry, suppliers of raw materials include producers of 

agricultural commodities, textile products and chemicals. The agricultural production industry encompasses 

small subsistence farmers, vertically integrated food companies, and everything in between. Hence, the 

group of suppliers is considered to be a segregated group, offering a product that is more or less 

undifferentiated. Orkla’s switching costs are therefore considered low, leveraging their bargaining power 

over suppliers. This is further amplified by the fact that the suppliers of raw materials rely heavily on the 

revenue from the branded consumer goods industry. In addition, the authors find no credible threat of 

suppliers integrating forward into the industry. 
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Bargaining power of suppliers  

The bargaining power of suppliers is considered to be low within the industry of producing 

branded consumer goods. 

 

Producers of branded consumer goods are highly dependent upon raw materials from both 

agricultural-, textile- and chemical suppliers. However, the products are undifferentiated, the 

switching costs are low and the suppliers are a segregated group. This results in low 

bargaining power among the supplier group. 

 

5.2.3. Bargaining power of customers 

The buyers of Orkla’s products are the retail chains, which act as intermediate customers, before the products 

are distributed to end-consumers. There are several factors affecting the buyers’ negotiating leverage, the 

most significant will be covered in this section.  

Few buyers 

The fact that the grocery retail sector in the Nordic countries is highly consolidated (as illustrated in Section 

4.3) provides the retailers with extensive bargaining power. In addition to a consolidated customer group, 

there are only three windows of product-launch negotiations and two windows to negotiate prices on existing 

products (STAND, 2014). These processes include tight, standardized schedules requiring the parties to be 

prepared. Especially, there is significant pressure on producers to convince retailers to stock new products 

and limit the discount on existing products. With two players controlling more than half the market, each 

retailer buys in large volume and is able to apply severe pressure in the yearly trade negotiations. In addition 

to significant influence on price, buying in large quanta also allow for strength in determining other key 

factors between the retailer and the manufacturer, such as joint marketing efforts, bonuses, discounts and 

supply conditions. The fact that there are few buyers also make the market for BCG very transparent 

compared to a fragmented market, which may benefit both parties. 

 

While the Nordic retail market is already consolidated, the Norwegian market is likely to become even more 

concentrated. In January 2013, ICA and Norgesgruppen announced that they had initiated a cooperative 

agreement regarding purchasing
3
 and distribution due to tough competition. The companies were supposed 

to jointly purchase goods, and through ASKO, Norgesgruppen was to handle 60% of distribution of goods 

for ICA (Utheim, Solberg, & Drange, 2014). However, the Norwegian Competition Authority feared the 

concentration in the industry and temporarily stopped the agreement for investigation in late February.  

                                                      

3 The agreement included joint purchasing of all goods except fresh food and private labels. 
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The authority finally prohibited the agreement on February 13
th
 2014, after REMA 1000 and Coop 

announced that they would enter into a similar agreement (Tollersrud, 2013). Hence, the four major players 

on the Norwegian market could have become two in practice. Without the help from the Norgesgruppen-

agreement, ICA is likely to close down about half of its Norwegian businesses due to a challenging 

economic situation for the Norwegian ICA-branch (NTB, 2013b). This could result in an even more 

consolidated sector, with the other players acquiring stores today operated by ICA. 

Retailers are price sensitive 

Another factor leveraging the buyers’ bargaining power is the fact that retailers are price sensitive. As 

emphasized by Porter, a buyer group is price sensitive if the product it purchases from the industry represents 

a significant fraction of its cost structure (Porter, 1979, p. 84). This is definitely the case with the BCG 

industry and the retail sector. The buyers are thus likely to shop around and bargain hard. Although the retail 

sector is profitable, the popularity of discount stores and hypermarkets in the Nordics provide the retailers 

further incentives to put pressure on price in negotiating with manufacturers. Figure 21 illustrates the sales 

by distribution channel in the Nordic market: 

 

Figure 21: Nordic modern grocery retail by distribution channel format 

 

Source: Authors’ own compilation based on data from (Passport, 2014h). 

 

Threat of backward integration 

Growth in PL shows that the retail sector has a credible threat in integrating backwards. The retail chains 

hold extensive information on customer buying habits and preferences, providing them with the upper hand 

in offering products to end-consumers, which they produce (or own) themselves (Pettersen, 2013, p. 59). 

Section 5.2.4 shows that penetration of PL varies by country, with some countries exhibiting a higher growth 

than others. Among the Nordic countries, Norway exhibits the lowest PL penetration.  
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However, PL still constitutes 10% of the overall packaged food market in Norway and up to 20% – 40% in 

certain product categories (Passport, 2013i, p. 42). Thus, the retail chains have a credible threat in integrating 

backwards and capturing more of the profits related to the manufacturers’ part of the value chain. This threat 

leverages retailers’ bargaining power. Appendix A.40. shows an overview of how the Norwegian grocery 

retailers are integrated in manufacturing businesses. 

 

The fact that retailers are engaged in the production of PLs yields another advantage. As the production of 

their own brands gives them insights into the manufacturers’ economics, this provide retailers with 

asymmetric information in the negotiation process. The information advantage allow retailers to push price 

negotiations further as they more or less know the BCG companies’ ‘breaking points’ within each product 

category (Regjeringen, 2011, p. 161). 

Buyer switching cost 

If the buyers face switching costs in changing vendors, this may rebalance the negotiating position. With 

such a comprehensive position in certain product categories (in Norway and Sweden especially), Orkla 

constitutes a significant part of retailers’ product ranges. Hence, switching vendors can be difficult or nearly 

impossible. Moreover, many Orkla products enjoy significant brand loyalty among end-consumers, such as 

Pizza Grandiosa and OMO detergents (Orkla ASA, 2013c), which makes it problematic for retailers to 

exclude such products from their stores. To further profit from brand loyalty and end-consumer demand for 

their products, Orkla circumvent the retailers by marketing their products directly to consumers. As 

emphasized by Porter (1979, p. 84), this is often an effective way of diminishing channel clout. 

Product differentiation 

Differentiating the products allows Orkla to regain some strength in trade negotiations. If Orkla offers 

products of superior quality or in other ways differentiate their products to fit the needs and preferences of 

end-customers, this will increase retailer demand. This is in many ways a win-win situation, as the extensive 

bargaining power of buyers forces Orkla to innovate and offer high quality products. In the case of Orkla, 

many products can be regarded as differentiated compared to PL or international brands. Products like 

‘Stabbur-Makrell’ and ‘Idun Ketchup’ are examples of products that have been altered to fit local taste and 

preferences over many years (Orkla ASA, 2013c), resulting in differentiated and well-known brands among 

consumers. However, the degree of differentiation varies between products and product categories.  
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Bargaining power of customers  

The bargaining power of customers is considered to be very high within the industry of 

producing branded consumer goods. 

 

Although Orkla can diminish the negotiation power exercised by retailers as the intermediate 

consumer, the retail sector typically has the advantage. In addition to be highly consolidated, 

the retailers are price sensitive and impose a credible threat in further integrating backwards 

in the value chain. Orkla regains some strength by differentiating their products and 

marketing them directly to consumers in order to increase brand loyalty, but the retailers have 

insights into the producer-economics and can push hard on price and conditions in 

negotiations. 

 

5.2.4. Threat of substituting products 

Due to a range of substitutes within each product category and the possibility that products in different 

categories also can serve as substitutes in many cases, the threat of substitutes is generally high within BCG. 

Substitute products limit an industry’s profit potential by placing a ceiling on price (Porter, 1979, p. 84). 

Private Label 

After the global financial crisis, consumers are more and more driven towards value offerings, a trend that is 

likely to sustain. The shift in consumer behavior has a direct implication for the industry’s profit formula. 

However, the stronger the company’s overall market position and the more number-one category positions it 

holds, the better equipped it will be to win in this market (Chatterjee, 2010). As discussed in Section 4.5 and 

Section 5.2.3, PL products constitute a significant threat to branded products. The penetration of private 

labels varies though by geography and between product categories (Pettersen, 2013, p. 7). Private labels’ 

share in packaged food by geographies, in which Orkla operates, is illustrated in Figure 22.  

Figure 22: Private labels’ share in packaged foods by country 

 

Source: Authors’ own compilation based on data from (Passport, 2014b). 
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The end-consumer faces low switching cost in switching to non-branded products, enhancing the threat of 

PL products. Moreover, PL products will within many product categories offer a very attractive price-

performance trade-off compared to branded products, resulting in tighter price competition (Porter, 1979, p. 

85). Taking a closer look at different categories it is evident that the threat of PL products varies: 

 

Figure 23: Private Label penetration by category (Selected Norwegian packaged goods categories) 

 

Source: Authors’ own compilation based on data from (Passport, 2013i). 

 

 

Making food from scratch and dining out 

Section 5.1.3 discusses the fact that Norwegians spend less time cooking and preparing food, strengthening 

the case for manufacturers like Orkla. With less time for food preparation consumers are more inclined to 

choose semi-finished products or ready meal alternatives. This is a trend BCG companies have exploited by 

offering semi-finished products like dessert mixes, pre-cut fruit and vegetables, easy to prepare meals and 

similar products providing a better time-effort trade off. By increasingly using semi-finished products, ready 

meals or dining out, consumers will gradually prepare less and less food from scratch, reinforcing the need 

for the BCG companies’ offerings.  
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Threat of substituting products  

The threat of substituting products is considered to be high within the BCG industry. 

 

BCG products face a variety of different substitutes also across product categories. With low 

or no switching costs for consumers, private label products are acquiring more and more of 

the Nordic market, although PL market share has been flat in Norway over the last five years. 

However, examining the differences between product categories reveals that PL has taken a 

significant position depending on the category and that such products serve as credible 

substitutes to many branded products. Less time spent on food preparation though offers new 

opportunities for BCG manufacturers, through increased demand for semi-finished products 

and high quality ready meals.  

 

5.2.5. Rivalry among existing competitors 

The degree of rivalry among the competitors within an industry depends on the intensity and the basis of 

which the firms compete. The rivalry is considered to be high if the industry can be characterized by many 

competitors who are more or less equal in size and power, if the industry is slow growing and there is a fight 

for market share, or if there are excess capacity due to high exit barriers. Extensive rivalry is especially 

destructive for profitability as it transfers profits directly from the industry to the customers (Porter, 1979). 

Highly saturated market  

The market for branded consumer goods is highly competitive due to market saturation, limiting the 

possibilities for organic growth. By definition, a market can be characterized as saturated when further 

growth only can be achieved through product improvements, market share gains or an increase in the overall 

consumer demand. This definition fits perfectly with the conditions in the Nordic market for branded 

consumer goods in the authors’ perception. Moreover, there are numerous competitors, but the market is 

dominated by few large players such as Orkla, Arla, Nortura, Tine, Carlsberg, Fazer and Unilever (Orkla 

ASA, 2013c)
4
. As a consequence, customers are scarce and the players therefore fiercely compete to obtain 

their share of the market. However, it is worth noting that within the branded consumer goods industry there 

are numerous different product-categories, and generally the brands of the large players enjoy a superior 

position within their operating product-categories.   

                                                      

4 Other large players: Danish Crown, Lantmännen, Swedish Match, Mondeléz, Nestlé, Coca Cola, P&G and Findus. 
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Rivalry among existing competitors  

The rivalry among existing competitors is considered to be high for the industry of producing 

branded consumer goods. 

 

The competition is considered to be fierce, mainly as a consequence of the market being 

highly saturated. As a result of this, there are many players in the industry but only a few 

large and dominant competitors that intensely compete for market shares. The high degree of 

competition thus constrains industry profitability. 

 

5.2.6. The overall effect of the five competitive forces 

Figure 24 illustrates that the overall impact of the five competitive forces are high in the industry of 

producing branded consumer goods. Thus, some factors highly affect how profit is divided among the 

industry players. The most dominant force in the industry is considered to be the bargaining power of 

customers, as the negotiating strength of the retailers puts extensive pressure on manufacturers’ margins. The 

suppliers are a more segmented group offering mostly undifferentiated products, leading to low bargaining 

power.  

 

The competition for BCG products is high, as the switching cost for consumers are low and due to the 

existence of a wide range of substitutes. Moreover, the industry is mature and saturated, leading to a fight for 

market share among existing competitors. The increase in PL products further enhances competition while 

also allowing retailers to obtain a greater share of industry profits. 

 

Figure 24: The overall strength of the five competitive forces  

 

Source: Authors’ own compilation. 
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5.3. VRIO Analysis of Firm Specific Factors 

In 1991, Barney introduced the VRIN framework for evaluating whether resources and capabilities could be 

classified as sustainable competitive advantages and thereby should be used in forming the strategy of the 

firm. The framework was later revised into what is known as the VRIO framework (Barney & Hesterly, 

2006). The logic derives from a resource-based view (RBV). In contrast with environment- and industry 

analysis (like Porters Five Forces), this view entails two important assumptions that enables the application 

of the VRIO framework. First, the RBV assumes that firms may be heterogeneous in terms of the resources 

they hold. Second, it assumes that resources may not be perfectly mobile across firms, and thus that 

heterogeneous resources can be sustainable (Barney, 1991, p. 3). By Barney & Hesterly´s definition of a 

sustainable competitive advantage, four conditions have to be fulfilled. In determining whether these 

conditions are fulfilled, an evaluation of the below listed questions have to be conducted. 

 Valuable: Is the firm able to exploit an opportunity or neutralize an external threat with the resource/capability? 

 Rare: Is control of the resource/capability in the hands of a relative few? 

 Inimitable: Is it difficult to imitate, and will there be significant cost disadvantage to a firm trying to obtain, 

develop, or duplicate the resource/capability? 

 Organization: Is the firm organized, ready, and able to exploit the resource/capability? 

Before conducting the analysis, it is necessary to define the author´s understanding of some key concepts 

related to this RBV, to avoid possible confusion. First, firm resources include all assets, capabilities, 

organizational processes, firm attributes, information, knowledge etc. For the purpose of this analysis, these 

firm attributes will be classified as tangible resources, intangible resources or organizational capabilities. 

Second, a firm is said to have a sustainable competitive advantages when it is implementing a value-creating 

strategy not simultaneously being implemented by any current or potential competitors and when these other 

firms are unable to replicate the benefits of this strategy. Moreover, a sustainable competitive advantage does 

not necessarily imply that it will last forever, rather whether it is imperfectly imitable or not.  

 

The three different groups of resources and capabilities include multiple sub-categories. Tangible resources 

include financial, physical and technological, which in Orkla´s case could be the firm´s strong balance sheet 

or production facilities. Intangible resources and capabilities include human, innovation and reputation, 

which could be unique managerial talent, extensive M&A experience, successful product- innovation track 

record or consumer insights leading to superior brand positioning. Lastly, organizational resources relates to 

whether firm competences enable the firm to transfer input to output, or in other words, whether the firm 

possess the capacity to combine tangible and intangible resources using firm processes to attain desired 

results. The authors´ have chosen to limit the analysis to the most relevant resources and capabilities, 

although all the aforementioned alternatives have been considered. Moreover, the financial resources will be 

covered in the financial analysis, see Section 6. 
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5.3.1. Assessment of resources and capabilities 

Local consumer insight and understanding 

Orkla holds a range of products that are category leaders within their respective category. The magnitude of 

the products’ market share dominance varies by geography, with especially high market shares in Norway 

and Sweden, but also some number one brands in Denmark and Finland (Orkla ASA, 2013c, pp. 32-36). 

Earning the number one position in a category stems, in addition to heavy investments in R&D and 

marketing, from superior consumer insights and understanding in each local market. This capability is 

undeniably a valuable resource, allowing Orkla to benefit from a dominant category position. Being the 

market leader and obtaining consumer brand loyalty may neutralize the threat from other competitors. 

Additionally, being number one in a category enables Orkla to exploit potential market opportunities within 

the category, e.g. by developing niche products in terms of packaging or taste benefiting from the brand 

loyalty enjoyed by the original, leading product.  

 

The category dominance of Orkla varies however between types of products. By conducting a relative 

market share (RMS) analysis based on the original work by Bain & Company (Jilla, Bloch, & Vishwanath, 

2006), the authors’ found significant differences between Packaged Food- and Home & Personal products. 

 

The RMS analysis maps the product categories in terms of relative market share position and the extent of 

premium products within a category. According to Vishwanath et al. (2006), this enables an understanding 

for which strategy to pursue within each category. They show that products where the premium
5
 per cent of 

the category is above 60% and where the company in question possesses a RMS
6
 of 1 or more, enjoys a 

significantly higher return on sales (ROS) than any other combination of premium share and RMS
7
. Figure 

25 shows that Orkla holds valuable positions in a range of selected Packaged Food categories in Norway, 

with RMS as high as 2.5–5.0 in five categories. ‘Ready meals’ distinguishes itself as the by far largest 

category, which is driven by ‘frozen pizza’ sales where Orkla holds the market leaders Grandiosa and Big 

One. The analysis shows that Orkla is very well positioned in all categories except ‘snacks’, ‘confectionary’ 

and ‘oils & fats’, which all are attractive segments but where Orkla lacks sufficient market share compared 

to competitors. Nevertheless, Orkla clearly holds valuable brands enjoying significant brand loyalty. 

                                                      

5 ‘Premium’ is defined as a 25% premium to low cost, private label alternatives. 

6 ‘RMS’ is defined as the market share of the company’s product, divided by the market share of the product of the closest competitor. 
7 Vishwanath et al. (2006) call this combination of ‘premiumness’ and RMS a ‘high road’ category. 
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Figure 25: Packaged Food RMS analysis – Norway 

 

Source: Authors’ own compilation based on data from (Passport, 2014f; 2014e; Jilla, Bloch, & Vishwanath, 2006). 

 

Figure 26: Home & Personal RMS analysis – Norway 

 

Source: Authors’ own compilation based on data from (Passport, 2014d; 2014g; Jilla, Bloch, & Vishwanath, 2006). 

 

The analysis in Figure 26 is in great contrast to the Packaged Food analysis. The above analysis shows that 

Orkla holds no advantageous position in really attractive categories in the Home & Personal segment. The 

RMS held in ‘laundry care’ is above one, but this segment is impacted by high competition from PL, 

resulting in low category ‘premiumness’. The other categories are however very attractive in terms of 

‘premiumness’, but Orkla is dominated by another player in each category.  
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This picture is however misleading. Disaggregating the segments, it is evident that Orkla holds significant 

number one positions in several sub-categories. In home care sub-categories like e.g. ‘hand dishwashing’, 

‘liquid detergents’ and ‘fabric softeners’, Orkla is the definite market leader. The same is true for personal 

care sub-categories like ‘manual toothbrushes’, ‘skin cleansing’ and ‘deodorants’, but the market for 

personal care products is more segmented than for home care and the competition is fiercer (Orkla ASA, 

2013c, p. 53). 

 

It is no doubt that profound consumer insight allows Orkla to develop market leading products. The same 

could though be said for international competitors operating in Orkla’s main markets. However, it is the 

authors’ view that the genuine local consumer insight attained through years of trial and error in developing 

products in the home markets is a rare capability that distinguishes itself from that of competitors’. As is 

evident from the RMS analysis for Norway shown above, Orkla has obtained a clear leadership in many 

categories in the Packaged Food segment and has also achieved a solid foothold in the Home & Personal 

Care segment. The same is true for the Swedish market, where Orkla is the clear number one in sub-

categories like ‘cod roe spread’ and ‘pies’. In larger categories like ‘ketchup’ and ‘pizza’, Orkla is still 

number one, but the competition from international rivals is more intense. In Denmark and Finland, the 

leadership positions are scarcer although the company has some strongholds (Orkla ASA, 2013c, pp. 34-36). 

Hence, it seems like genuine consumer insight and understanding is a prerequisite for success, and that 

adopting the same product strategy in different markets can be challenging due to differences in culture and 

consumer preferences. Orkla’s capability in understanding local consumer preferences in the home markets 

of Norway and Sweden is thus considered to be rare.  

 

In Norway, Orkla holds such a dominant position without any local BCG competitors likely to obtain the 

same level of insights in the foreseeable future. These insights are therefore considered to be inimitable. 

Foreign competitors could potentially hire several of Orkla’s key employees or acquire Orkla subsidiaries, 

but the genuine market and consumer understanding held by the organization as a whole is effectively 

inimitable. That is, the insights stems from unique historic conditions as Orkla has had the first mover 

advantage in the Norwegian market, increasing the cost of imitation (Barney, 1991, p. 6). In the Swedish 

market however, where the international competition is more severe and the consumer insights held are 

arguably less profound, it is likely that foreign firms can acquire the same amount of consumer insights and 

understanding about the products and categories in which Orkla is dominant. This argument thus holds for 

the Danish and Finnish markets as well. 

  



Strategic Analysis   

                                                                   Page 61 of 251 

 

Lastly, whether local consumer insights will result in a sustained competitive advantage depends on whether 

Orkla is organized properly. With years of experience in launching new products and putting the insight 

about local consumers to work, Orkla has proven that the organization is by all means structured to exploit 

this capability. It could however be questioned whether this is still the case after some turbulent years in the 

organization, with the firing and replacement of several key personnel in the management of Orkla BCG. 

When Mr. Korsvold was appointed CEO, he begun the restructuring process of the company and effectively 

removed the leaders that were not fully aligned with the new strategic direction. These leaders were all part 

of Orkla since its early BCG-years and possessed extensive experience in building strong consumer good 

brands. In sum, the six top-level managers that had to leave the organization had accumulated almost 150 

years with Orkla. In addition to being a controversial process in the first place, both Mr. Wiggen and Mr. 

Nordberg were informed about their replacement through the media (Valvik, 2012). 

 

Figure 27: Key personnel replaced following the strategy shift  

 

Source: Authors’ own compilation based on (Valvik, 2012; NTB, 2013c). 

 

Although the company lost extensive experience in this process, it is however likely that Orkla as an 

organization has internalized the knowledge and know-how regarding consumer insights and brand-building, 

and thus is fit to exploit the capability. 

Product innovation 

Vishwanath et al. (2006, p. 2) emphasize that the strategy to pursue, if holding a product in a so called ‘high 

road’ category, is to protect and grow the high-end through innovation after innovation. In what they call the 

‘hitch hikers’ category, with ‘premiumness’ above 60% but RMS below one, following the leader’s pricing 

while stealing market share through innovations is the proposed strategy. Either way, innovation is key to 

success. Innovations are essential to Orkla and a valuable capability at the core of its business. 

 

Orkla has a proven track record of creating value through innovations. Up until year 2001, Orkla e.g. carried 

only one version of its Norwegian fish spread, Stabbur-Makrell, generating revenues of about NOK 100 

million. However, through steady product innovations adding different packaged sizes, form factors and 

tastes, Orkla managed to grow the category exponentially resulting in more than NOK 500 million in 

revenues from Stabbur-Makrell products in 2012 (see Figure 28). Nora’s Jam is a similar example. 

Name

Bjørn M. Wiggen CEO of Orkla ASA 2

Thorkild Nordberg CEO of Orkla Brands 4

Jan Ove Rivenes CEO of Orkla Brands Nordic 5

Eskil Zapffe CEO of Lilleborg 4

Johanne Solhaug CEO of Nidar 5

Christoffer Jahr CEO of Sætre 7

20

20

17

Last Position Years in Last PositionYears in Orkla

29

31

30+
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Figure 28: Examples of successful product innovation 

 

Source: Authors’ own compilation based on (Orkla ASA, 2013c, p. 23). 

 

However, innovation-capacity by itself does not create value. Innovations have to be seen in relation to the 

point discussed earlier regarding genuine consumer insights and understanding. Without this in place, the 

innovation is not likely to succeed. It could thus be argued that really valuable innovations and the means of 

creating successful product innovations are rare. However, the power and ability to innovate can hardly be 

said to be unique to Orkla versus international competitors. 

 

Depending on the innovation, the degree of inimitability will vary. Some innovations regarding packaging or 

production technology could be protected by patents, providing the innovator with at least a temporary 

advantage. Other innovations could be costly to imitate due to extensive R&D or in other ways enjoy a first 

mover advantage preventing competitors to copy the innovation. However, it is the authors’ view that 

product innovations in general are not perfectly inimitable. 

 

Successful innovations are essentially putting local consumer insights and understanding to practice, whereas 

Orkla has a proven track record. The management team has however stated that the heavy restructuring in 

the wake of the acquisitions of Jordan (Home & Personal), Rieber & Søn (Foods) and the new organizational 

structure in Confectionary & Snacks has distorted innovations at the company, but that this should now 

improve as the restructuring is being finalized (Orkla ASA, 2014d). Moreover, as discussed above, the 

company lost extensive expertise when replacing key managers. However, the management also emphasizes 

that a new more centralized structure should open up for more innovations across borders and categories. 

With the restructuring in place, it should result in an enhanced rate of innovation allowing Orkla to turn the 

poor performance seen in recent years. Orkla fosters an extensive culture for product innovation and the 

organization should thus be fit to exploit this capability. 
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Extensive experience within the Nordic transaction market 

As described in Section 3.1, regarding the history of Orkla, the company has over the years been engaged in 

numerous transactions, yielding extensive experience within the Nordic transaction market. Through this, 

Orkla has obtained a thorough knowledge about the processes of executing transactions and established a 

broad network within the Nordic transaction industry. Moreover, following the transactions, the company 

has obtained extensive experience with restructuring and how to successfully integrate subsidiaries.   

 

The capability of M&A expertise is unquestionably valuable to Orkla, as it enables the company to exploit 

opportunities by conducting strategic acquisitions to facilitate growth in a highly saturated market with 

relatively low organic growth. As can be seen in Figure 29, Orkla BCG has over the years created substantial 

top-line growth by employing their M&A experience, through a string of acquisitions. More recently, Orkla 

initiated the execution of their new strategy of becoming a pure BCG player, through a series of successful 

divestures. In the process of streamlining their business, it is obviously highly valuable for Orkla to possess 

extensive experience within the Nordic M&A market, as this significantly lowers the costs of restructuring 

and generally makes the process more likely to succeed (Sudarsanam, 2010, p. 5). 

 

Figure 29: Orkla BCG revenue development and transactions 

 
Source: Authors´ own compilation based on (Orkla ASA, 2013c, p. 13). 

 

In a global perspective, the Nordic transaction market represents only a minor fraction (Clyde & Co., 2013). 

M&A experience is therefore, in general, a rarity in this market. But on the other hand, large global firms 

such as Unilever, P&G, Nestlé, Kellogg’s and Kraft Foods, hold large brand portfolios built up over time 

through series of acquisitions in a variety of markets. Hence, these firms possess extensive experience in the 

international transaction market. The experience held by Orkla in the Nordic market can therefore not be said 

to be unique, as the competitors’ experience is more or less equivalent and transferrable. 
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Orkla has built their experience in the Nordic transaction market over a long time horizon, which is one of 

the different criteria making a resource or capability imperfectly imitable (Barney & Hesterly, 2006). On the 

other hand, as stated above, global competitors have also built up their experience over time and possess an 

equivalent or even superior capability from the international market. For new entrants and smaller 

competitors though, it would be both costly and time-consuming to obtain the same capability. However, as 

other competitors hold the same capability, it cannot be said to be imperfectly imitable.  

 

The capability of dealing in the Nordic transaction market is of organizational origins, through the Business 

Development Department of Orkla (Orkla ASA, 2013e). The organization is therefore considered highly 

ready to take advantage of the capability. The history of Orkla displays evidence of the company also being 

able to exploit the potential of the capability. 

Summary of VRIO analysis 

As a branded consumer goods producer, Orkla does not possess any obvious tangible resources that could 

induce a potential competitive advantage. Orkla’s main source to potential sustainable competitive 

advantages rather seems to be their intangible capabilities. Through the analysis it was identified that 

superior consumer insight and understanding, especially in Norway and Sweden, were the most profound 

capabilities held by Orkla (see Figure 30). The analysis concludes that product innovation and extensive 

experience in the transaction market are valuable capabilities, but somewhat a competition prerequisite in the 

industry. However, if the two latter capabilities are seen in relation with superior consumer insight, the 

competitive- and economic implications of them are enhanced. Hence, the combination of the three 

intangible capabilities yields a sustainable competitive advantage that should be employed in forming a 

winning strategy. 

 

Figure 30: Summary of VRIO analysis: Competitive– and economic implications 

 

Source: Authors’ own compilation based on the framework of (Barney & Hesterly, 2006). 
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6. Financial Analysis 

For the purpose of the forthcoming valuation, this section will seek to define a comparable peer group for the 

different business segments of Orkla. These peers will be used in deriving valuation multiples for non-core 

segments. Additionally, a selected group of top-tier international BCG peers will be used in benchmarking 

the financial performance of Orkla BCG. Consequently, a comprehensive profitability analysis will cover 

Orkla BCG (not non-core assets), as the BCG segments of Orkla will be valued through a discounted cash 

flow (DCF) approach. This analysis will focus on the development in ROIC, the overall profitability measure 

and enable an assessment through a decomposition of its underlying drivers. However, in order to develop a 

proper understanding of the company´s short- and long-term liquidity risk, Orkla Group (not only Orkla 

BCG) will be benchmarked against the BCG peer group. The authors consider this approach to yield the 

highest information value, as the financing of Orkla’s subsidiaries is coordinated at the group level. 

 

In order to enable a credible forecasting of future free cash flows for the different BCG segments of Orkla, it 

is essential to develop a thorough understanding of the historical financial performance. As the traditional 

financial statements do not separate ‘operations’ and ‘investments in operations’ from ‘financing activities’, 

it is necessary to reclassify the financial statements to be able to identify the fundamental value creation of 

the firm (Petersen & Plenborg, 2012, p. 68). Understanding what has been the underlying driver for the 

historical development in key figures will ensure a more reliable estimate of future cash flows.  

 

6.1. Reclassification of Financial Statements 

The analytical income statement requires every accounting item to be classified as belonging to either 

‘operations’ or ‘financing’. By conducting the reclassification, operating activities results in ‘Net operating 

profit (after-tax)’, known as NOPAT. Adding ‘Net financial expenses’ and ‘Tax shield’ from debt financing 

to ‘NOPAT’ yields ‘Net earnings’, which should correspond to the reported ‘Net earnings’. NOPAT is a key 

performance measure, as it shows a firm´s profit from core business regardless of how it has been financed 

(Petersen & Plenborg, 2012, pp. 70-73). The classification of items in the analytical balance sheet should 

correspond to the classification conducted in the analytical income statement. The reclassification of the 

balance sheet results in ‘Invested Capital’, which is the combined investment in a company’s operating 

activities that require a return (Petersen & Plenborg, 2012, pp. 73-75). 

 

As the enterprise value of the different business units of Orkla will be valued separately through a SOTP-

valuation, only ‘Net-interest-bearing-debt’ (NIBD) is of interest on Orkla Group-level. On a more 

segregated-level it is necessary to calculate NOPAT, Invested Capital and Free Cash Flow to the Firm 

(FCFF) for the different BCG divisions, for the DCF valuation of these segments.  
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6.1.1. Orkla Group 

The income statement and balance sheet of Orkla Group have been analyzed and reclassified, using financial 

information from annual reports over the last six years (2008 – 2013). The analytical income statement and 

balance sheet can be seen in Appendix A.17. For a detailed explanation regarding the considerations and 

assumptions made in the reclassification, see Appendix A.16. 

6.1.2. Orkla BCG 

Segment information for the BCG divisions over the last four years (‘10 – ‘13) has been used, as Orkla only 

reports restated figures corresponding to the current organizational structure back to this date. The data is 

retrieved from ‘Note 8: Segments’ in the annual reports (Orkla ASA, 2013a, p. 68). As Orkla does not report 

as detailed information for the different segments as for the whole firm, some items have to be estimated. 

These relate mostly to financing, which by their nature are difficult to segregate on a divisional-level.  

Analytical Income Statement 

Most income statement items are fairly transparent and easily classified as either part of ‘operations’ or 

‘financing’ (see Appendix A.10. ). However, some financial items require further analysis, which is provided 

in the following sections. Orkla only reports the segmented income statement down to ‘Operating income’ 

(EBIT), requiring a special estimation of the ‘Financial expenses’ and ‘Income tax’.  

Other income and expenses 

In reclassifying the income statement it could be argued whether ‘Other income and expenses’ should be 

classified as being part of ‘operations’ or ‘financing’. As there is no detailed segment information of the item 

and it seems to be recurring on a fairly stable basis, it is argued to be categorized as part of operations 

(Petersen & Plenborg, 2012, p. 75).  

Financial expenses 

Orkla reports their average yearly cost of NIBD in their annual report (Orkla ASA, 2013a, p. 108). These are 

assumed to be representable figures, making it possible to estimate the ‘Financial expenses’ related to each 

BCG division through calculating the NIBD of each division and then multiply it with the cost of NIBD.  

Income tax 

Orkla reports the revenue generated on different country/regional levels, enabling an estimation of the 

marginal tax rate for each BCG division. The marginal tax rate is estimated through weighting the corporate 

income tax rate in the respective markets with the corresponding revenue in these markets. Tax rates for the 

different countries/regions are obtained from KPMG’s interactive tax rate comparison tool (KPMG, 2014). 

Sales related to ‘South and Central America’ and ‘Rest of the World’ are excluded, as they represent only a 

minor part of total revenue and a fair tax rate of these regions are difficult to assume. When having estimated 

the marginal tax rate, it is possible to calculate the ‘Income tax’ for each BCG division.  
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Tax shield 

As ‘Income tax’ relates to both operation and financing, it is necessary to allocate it between the two. This 

separation is conducted through estimating the ‘Tax shield’ from ‘Net financial expenses’ (Petersen & 

Plenborg, 2012, p. 76), which represents the portion related to financing. 

Analytical Balance Sheet 

Orkla is able to report a comprehensive statement of ‘Assets’ and all ‘Operating Liabilities’ associated with 

each BCG subsidiary. However, as the financing of each subsidiary is conducted on the group-level, Orkla is 

not able to report a separation of the equity and interest-bearing-debt. The statement therefore reports an 

aggregated item of ‘Capital Employed’ to make the two sides balance. As can be seen from equation 6.1 and 

6.3, it is possible to calculate both Invested Capital (net operating assets) and FCFF using the balance sheet 

items reported, but in order to show that the two sides of Invested Capital balance (equation 6.2), an 

estimation of the separation of ‘Capital Employed’ between Equity and Interest-bearing-debt has been 

conducted.  

Eq. 6.1:                  (                    )                                                                  

Eq. 6.2:                                                                         

Eq. 6.3:                                                                                            

Eq. 6.3.1:                                                                        

Eq. 6.3.2:                                                        

Capital employed: Disaggregating equity and interest-bearing-debt 

As earlier discussed, Orkla only separates equity and interest-bearing-debt on the group-level. Hence, these 

items are not distributed out on individual BCG segments, but rather stated as an aggregated item called 

‘Capital Employed’. Through Orkla’s communicated target NIBD-level of below ~2.5x EBITDA (Orkla 

ASA, 2013c, p. 11), to keep the company at investment grade, it is possible to make an estimation of the 

separation of ‘Capital Employed’. Using a target debt level of 2.5x EBITDA, NIBD is calculated for each 

BCG segment. The remaining part of ‘Capital Employed’ is thus categorized as equity.  

Other current receivables and liabilities 

The item can be related to both operating- and financing activity. However, since the information provided is 

insufficient, it is assumed that the item is non-interest-bearing. Hence, the item is classified as being a part of 

operating activity.  

Investments in associates 

The classification of this item depends on whether the investments are considered to be part of the firm’s 

core-business or not (Petersen & Plenborg, 2012, p. 76). The item is only relevant for Orkla Home & 

Personal and Orkla Food Ingredients, and represents only a minor value. As it is not further specified what 

the item relates to, it is assumed to belong to the core-business and therefore also the operating activity.  
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Pension plan assets and liabilities 

For defined pension plans an actuarial calculation is made of the present value of future benefits under such a 

plan (Orkla ASA, 2013a, pp. 72-73). Hence, it is discounted to present value using an interest rate and 

should therefore be treated as a financing activity (Petersen & Plenborg, 2012, p. 78).  

Deferred Tax, excess value 

It could be discussed whether ‘deferred tax assets’ are actually assets, and whether ‘deferred tax liabilities’ 

are actually liabilities. Some argue that deferred tax liabilities are more like ‘quasi-equity items’, since the 

liabilities are not payable for many years to come or maybe never have to be paid (Petersen & Plenborg, 

2012, pp. 431-433). However, usually the items are related to operations, as it originates from the operating 

activity of the firm. Consequently, there are valid reasons to treat the items as operating activities. 

6.1.3. International BCG peer group 

In order to obtain a comparable benchmark, in terms of the future operations of Orkla, the financial 

statements of some selected international BCG peers have been reformulated. The reformulated figures of 

these peers will be used in calculating key measurements for the profitability- and liquidity analyses. The 

reformulated statements can be seen in Appendix A.21. and a more detailed description of the BCG peers 

and the selection process will be provided in the following section. 

6.2. Definition of Peer Group 

This section will seek to define the peer group of Orkla. The purpose of defining the peer group is to create a 

benchmark used to analyze the relative performance of Orkla over a period and calculate multiples for 

valuation purposes. In addition to trading multiples from comparable companies, an analysis of precedent 

transactions was considered, but rejected due to an insufficient number of representative transactions. 

 

As Orkla currently operates in several different business areas, the peer group will be segmented into these 

respective areas. The BCG segment has been split into its respective divisions, except for Orkla 

International, which is assumed to have comparable peers to Orkla Foods. Even though the BCG segment 

will be valued using a DCF approach, a relative valuation using multiples will be applied as a sanity check. 

Moreover, defining a peer group for this segment allows for a thorough profitability- and risk analysis. Most 

importantly, a peer group is necessary for Hydro Power, Gränges (Heat Transfer) and Jotun, as these 

segments will be valued using a relative valuation approach.  

 

A peer group does not necessarily need to consist of direct competitors. However, there are several factors 

that have to be taken into consideration in defining the peer group. In order to obtain a comparable peer 

group, the risk profile of the peers should be similar and the financial statements should be based upon the 

same accounting policies (Petersen & Plenborg, 2012, pp. 64-65).  
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Furthermore, only companies whose underlying characteristics lead to similar growth prospects and ROIC, 

should be chosen in order to calculate valid multiples for valuation purposes (Koller, Goedgart, & Wessels, 

2010, p. 317). Based upon the characteristics of Orkla’s different operating segments, the companies 

illustrated in Figure 31 have been identified as potential peers. 

 

Figure 31: Peer group by business segment – before peer evaluation 

 

Source: Authors’ own compilation based on logos from company websites. 

 

In valuing the different segments of Orkla, enterprise value (EV) to EBITA is considered the most 

appropriate multiple to apply
8
. According to Koller et al. (2010, p. 305), it tells more about a company’s 

value than any other multiple. One of the most common flaws is to compare a particular company´s multiple 

with an average multiple of other companies in the same industry, regardless of differences in their 

performance (Koller, Goedgart, & Wessels, 2010, p. 316). The reason for this derives from the fact that 

when EV/EBITA is decomposed there are four factors driving the multiple. As seen in equation 6.6 below, 

these four factors are; the growth rate (g), the return on invested capital (ROIC), the operating tax rate (T), 

and the cost of capital (WACC).   

Eq. 6.6 EV/EBITA Disaggregated:  
  

     
 

(   )(  
 

    
)

      
 

 

                                                      

8 The authors have applied historical multiples in the SOTP valuation, due to the fact that the valuation seeks to estimate the stock value as of March 

20th 2014 in order to evaluate the presence of a conglomerate discount, and not specifically as a forward-looking investment proposal. 
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A peer group consisting of companies operating in the same country and industry would consequently have a 

similar tax rate and approximately the similar cost of capital. However, as growth and ROIC often differs 

across companies, one should not expect multiples to be identical across an industry (Koller, Goedgart, & 

Wessels, 2010, p. 306). In order to account for this, and determine whether these firms are really comparable 

peers, an analysis on growth prospects and EBITA-margin has been conducted. As a result of limited 

domestic peers in each business segment, differences in tax rates and the cost of capital have to be accepted, 

as well as potential differences in accounting practices (IFRS versus GAAP). On the other hand, the 

differences are expected to be relatively limited, as the majority of the peers are large firms with 

multinational operations. 

 

A detailed analysis evaluating the potential peers including a description of the procedures used can be found 

in Appendix A.19. After rejecting some of the companies identified as potential peers based on fundamental 

differences in either growth prospects and/or EBITA-margin (compared to the different Orkla segments, as 

illustrated in Figure 32), a refined list of peers is presented in Figure 33. 

 

Figure 32: Sales growth and EBITA-margin for Orkla segments over the last four years 

 

Source: Authors’ own compilation based on data from (Orkla ASA, 2013a; 2012a; Jotun, 2013; 2012; 2011). 

Segments 2010 2011 2012 2013

Average 

Growth

Average 

Margin

Orkla Foods

Sales 8,775 8,772 7,839 9,797 4.8%

EBITA 1,065 1,058 1,114 1,275 13.1%

Confectionary & Snacks

Sales 4,705 4,772 4,760 4,755 0.4%

EBITA 852 762 780 682 15.6%

Home & Personal

Sales 3,701 3,684 3,986 4,743 8.9%

EBITA 742 726 702 823 18.2%

International

Sales 1,961 2,052 2,077 2,508 8.9%

EBITA 40 8 -5 -86 -1.1%

Food Ingredients

Sales 4,431 5,260 5,378 5,939 10.5%

EBITA 268 230 228 288 4.5%

Hydro Power

Sales 579 1,105 533 639 19.7%

EBITA 177 260 208 213 32.0%

Gränges (Sapa Heat Transfer)

Sales 3,201 3,807 3,913 3,895 7.1%

EBITA 340 179 309 337 7.1%

Jotun

Sales 9,767 10,659 11,351 12,034 7.2%

EBITA 965 976 1,141 1,276 9.9%
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Figure 33: Refined peer group per segment 

 

Source: Authors’ own compilation based on data from (Datastream, 2014a). 

 

 

The refined list of peers shows an average EV/EBITA multiple per segment. The actual multiples chosen for 

valuation purposes in the different segments are based on an evaluation of how the respective Orkla segment 

compares to the peers. In the Foods-segment, Orkla has comparable margins to the peer group, but lower 

growth. Hence, the lowest multiple is chosen. The same is true for the Confectionary & Snacks-segment. In 

Home & Personal however, Orkla has comparable sales growth and margins, the average for the group will 

therefore be applied for valuation purposes. The underlying performance of Orkla International is highly 

affected by struggles in the Russian market. Overall, the segment reports negative EBITA, hence an 

EV/Sales multiple will be applied. Due to the poor performance, the lowest EV/Sales multiple is chosen. 

Compared to the two Food Ingredients-peers, Orkla either exhibits higher sales growth or obtain higher 

margins. Thus, the average multiple is applied. 

Segment Valuation Multiples Consensus Projected Financial Performance

EV /    Sales Growth      EBITA margin

EBITA    2013 - 2016 (%)      2013 (%)

Foods

Hillshire Brands

Campbell Soup

Kraft Foods Group

Kellogg

Procter & Gamble

Unilever

General Mills

Average

Confectionary & Snacks

Mondelez International

Cloetta

Average

Home & Personal

Clorox

Procter & Gamble

Reckitt Benckiser

Unilever

Average

Food Ingredients

Apetit

Raisio

Average

Hydro Power

Hafslund

Fortum

Average

Gränges (Heat Transfer)

Alcoa

Average

Jotun

Akzo Nobel

Tikkurila

Ppg Industries

Average

Legend: Average Positive Negative
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For all the non-core segments, the average EV/EBITA multiple for the respective peer groups is applied. 

There are few possible peers in the Hydro Power-segment, and both Hafslund and Fortum are used as peers. 

Orkla exhibits superior growth and margins compared to both peers, but the high cyclicality of the business 

justifies the application of an average multiple. Furthermore, the varying performance of potential aluminum 

peers boils down the list of potential candidates to Alcoa only. The margins are generally low, but the sales 

prospects exhibit great variation. Alcoa is thus the best comparison to Gränges (Heat Transfer) in terms of 

financial performance. For Jotun, the financial performance of the company is comparable to the three 

potential peers exhibiting the lowest growth and the average EV/EBITA of these companies will be applied. 

 

The table below summarizes the key multiples calculated for each segment and the type and value of the 

multiples that will be applied for valuation. It should however be noted that the multiples derived for the 

BCG segments are only intended to support the DCF valuation as a benchmark. 

Figure 34: Multiples for valuation purposes based on the peer analysis 

 
Source: Authors’ own compilation based on data from (Datastream, 2014a). 

 

6.3. International BCG Peer Group 

In order to provide a proper benchmark for the purpose of the following profitability- and risk analysis, it is 

in the authors’ opinion that defining a pure BCG peer group yields the highest value, as these firms are the 

most comparable in terms of Orkla’s core-operations going forward.  

6.3.1. Selecting a top-tier BCG peer group for profitability- and risk analysis 

Based on the above peer group selection, Kraft Foods, Kellogg, Nestlé, Unilever and P&G are considered the 

most comparable BCG competitors. The financial statement of Kraft Foods is though not consistent over a 

sufficient time-horizon, due to the Mondeléz spin-off in 2012. Hence, Kraft Foods are excluded from the 

top-tier peer group. Figure 35 presents the history, key financials, main product categories and the 

distribution of sales by region for the four selected BCG peers. The combined distribution of sales, in terms 

of product categories across the four companies, is considered to match the sales distribution of Orkla BCG. 

It should though be mentioned that the selected peers are truly international and significantly larger than 

Orkla BCG.  

Segment EV/EBITDA EV/EBIT

Average Median Low High Average Low Average Average Type

Foods 13.3x 13.2x 12.2x 14.5x 2.0x 1.2x 11.1x 13.5x EV/EBITA 12.2x

Confectionary & Snacks 15.4x 15.4x 14.7x 16.0x 1.9x 1.8x 12.5x 16.2x EV/EBITA 14.7x

Home & Personal 13.6x 13.6x 12.7x 14.5x 2.6x 1.8x 12.0x 13.8x EV/EBITA 13.6x

International* 13.3x 13.2x 12.2x 14.5x 2.0x 1.2x 11.1x 13.5x EV/SALES 1.2x

Food Ingredients 8.7x 8.7x 8.5x 8.9x 0.8x 0.3x 9.4x 13.6x EV/EBITA 8.7x

BCG Total 13.0x 13.2x 8.5x 16.0x 2.0x 0.3x 11.3x 14.0x

Hydro Power 13.2x 13.2x 12.0x 14.4x 2.7x 1.6x 9.1x 13.3x EV/EBITA 13.2x

Gränges (Heat Transfer) 11.9x 11.9x 11.9x 11.9x 0.6x 0.6x 5.6x 12.7x EV/EBITA 11.9x

Jotun 12.7x 12.1x 11.9x 14.2x 1.5x 1.0x 10.2x 13.9x EV/EBITA 12.7x

* The "International" segment is set equal to "Foods"-peers

EV/EBITA Multiple

Multiple applied

EV/Sales Valuation Multiple
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Figure 35: International BCG peer group 

 

Source: Authors’ own compilation based on information from (Unilever, 2013; P&G, 2013; Nestlé, 2013; Kellogg's, 2013). 

 

6.3.2. Historical share price performance relative to BCG peers 

The stock price of Orkla has experienced a relatively poor performance over the last four years, both 

compared to the Oslo Stock Exchange (OSE) and to international peers in the BCG sector. It is worth noting 

that a majority of the companies listed on the OSE operates in the oil- and oil-related sectors, hence the 

Benchmark Index (OSEBX) is highly dependent upon fluctuations in the oil price. This could thus be an 

explanation as to why the Orkla stock is lagging behind the OSEBX. However, as is apparent from the BCG 

peer group benchmark, Orkla is also lagging behind international BCG companies. Although the peers are 

major global companies, it is evident that the Orkla stock has not been able to keep up since the shift in 

strategy mid-2011. It seems like the lack of focus on operations and product innovation over the last years 

due to the heavy restructuring process has compromised growth, resulting in low value creation.  

Figure 36: Orkla indexed against Oslo Benchmark Index (OSEBX) and selected BCG peers  

 
 Source: Authors’ own compilation based on historical stock prices from (Yahoo! Finance, 2014b). 

 

The poor performance compared to international BCG peers will be further analyzed in the following 

section, covering profitability- and liquidity risk. 
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6.4. Profitability Analysis 

Understanding Orkla’s past performance is essential in forecasting the company’s future cash flow. The 

structured profitability analysis is known as the ‘Du Pont model’, which decomposes Economic Value 

Added (EVA) into its underlying components (Petersen & Plenborg, 2012, p. 94). The model provides an 

understanding of the company’s profitability through analyzing the level and trend of key profitability 

measures. The overall profitability measure is the return on invested capital (ROIC). The ratio expresses the 

return on capital invested in a company’s net operating assets as a percentage of operating profits (Petersen 

& Plenborg, 2012, p. 94). The level of ROIC should be benchmarked to both the weighted average cost of 

capital (WACC) and competitors. To be able to conduct a proper benchmark to international BCG peers, 

end-of-year and before-tax figures have been used. See Appendix A.13. for a thorough description of the 

different calculations and Appendix A.14. for the complete profitability analysis by Orkla segment. 

Moreover, Appendix A.23. contains a similar analysis for the BCG peers. 

 

Accounting profits is not necessarily value creating. It requires that accounting (operating) profits, measured 

as a percentage of invested capital, exceeds WACC. In that case, the company is generating excess return or 

EVA. From Figure 37 it is evident that Orkla International is destroying value and Orkla Food Ingredients is 

barely creating value for the shareholders. The development in the ROIC for the different Orkla BCG 

subsidiaries displays a negative picture, but in order to properly understand the underlying reason for the 

development, ROIC has to be split into profit margin (PM) and turnover rate (ATO). 

 

Figure 37: Return on Invested Capital (ROIC), for the different BCG divisions, compared to the WACC 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2010-2013). 
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Profit margin describes the revenue- and expense relation and expresses operating income as a percentage of 

net revenue. The turnover rate expresses a company’s ability to utilize invested capital. A turnover rate of 

e.g. 2 should be interpreted as the company having tied up invested capital for 180 days. Hence, it is 

attractive to have a high turnover rate of invested capital (Petersen & Plenborg, 2012, pp. 107-108).  

Figure 38: Decomposition of ROIC into PM (left) and ATO (right) for the different BCG Subsidiaries 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2010-2013). 

Analyzing the developments in Figure 38 shows that the negative development in the ROIC of Orkla 

International is driven by a significant decrease in the PM. This decrease is mainly caused by the item ‘Other 

income and expenses’, which in 2012 were highly influenced by expenses related to ‘Restructuring and legal 

dispute in Russia’ and in 2013 by ‘Write-down of immaterial assets for Orkla Brands Russia’. The financial 

implications of the problems in Russia can be seen in Figure 39, where it is evident that margins are being 

severely pressured. The complete index and common-size analysis of Orkla BCG can be seen Appendix 

A.11. and A.12. Appendix A.22. presents a similar analysis for the BCG peers as a benchmark. A structured 

sales process of the Russian subsidiary has been initiated as a result of the poor performance. Hence, it could 

be expected that the profit margin for Orkla International should improve after this process.  

Figure 39: Common-size analysis of Orkla International’s Income Statement 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2010-2013). 

It is also evident from Figure 38, that the negative development in Orkla Home & Personal is driven by a 

decrease in ATO. This development should though be seen in relation to the acquisition and integration of 

Jordan in 2012. The positive development over the last year thus suggests the integration has been 

successful. Hence, a continued positive development is expected for this segment. The negative development 

in Orkla Foods should also be seen in relation to the on-going restructuring process, as the acquisition and 

initiation of the integration of Rieber in 2013 led to a significant decrease in ATO.  

2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 100% 100% 100% 100%

Gross Profit 44.5% 44.4% 45.9% 42.1%

EBITDA 4.7% 2.2% 1.4% -4.8%

EBITA 0.2% -1.5% -2.1% -8.4%

EBIT -0.1% -1.8% -14.9% -25.8%

Net financial expenses (after-tax) -0.2% -0.1% -0.1% 0.3%

Profit/loss for the year -0.2% -1.5% -11.6% -19.4%
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Figure 40 clearly illustrates this issue, as it is evident that revenue has only increased 10% over the last four 

years, while invested capital has more than doubled during the same period.  

Figure 40: Index analysis of Orkla Foods Income Statement and Balance Sheet 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2010-2013). 

 

In order to identify which BCG segment that has had the most significant influence on the negative 

development in the aggregated ROIC, a segmented development of Invested Capital (the denominator in 

ROIC) and operating profit (the numerator in ROIC) can be seen in Figure 41. The figure shows that 

Invested Capital increased significantly in 2013 while operating profits actually slightly decreased. The 

increase in Invested Capital can be seen to be primarily driven by Orkla Foods. Hence, the acquisition and 

initiation of integration of Rieber & Søn seems to be the root cause of last year’s overall negative 

development in ROIC for Orkla BCG. However, using the integration of Jordan as a benchmark, it could be 

expected that the ATO of Orkla Foods should improve in 2014 and thereby also the aggregated ROIC for 

Orkla BCG. 

Figure 41: Operating Profit by BCG segment (left) and Invested Capital by BCG segment (right) 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2010-2013). 

 

2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 100 100 89 111

Gross Profit 100 98 83 103

EBITDA 100 99 100 120

EBITA 100 99 106 126

EBIT 100 109 132 134

Net financial expenses (after-tax) 100 121 166 192

Profit/loss for the year 100 107 128 131
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Total current operating assets 100 103 100 134

Total current, Non-interest-bearing debt 100 90 81 104

Operating working capital 100 139 149 214

Total non-current assets 100 88 87 249

Total non-current, Non-interest bearing debt 100 100 94 1,922

Equity (estimated) 100 68 79 1,338

Net-interest-bearing debt (NIBD) 100 99 99 121

Invested Capital 100 96 97 236
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Figure 42 (left) shows Orkla BCG’s aggregated ROIC benchmarked to selected BCG peers over time. It is 

evident from the graph that the aggregated trend has been negative for Orkla BCG, but also for peers from 

2010 – 2012. However, peers have seen a stabilization and positive development in 2013. Mainly due to the 

heavy restructuring process, Orkla BCG experienced a significant negative development during the same 

period. Despite the overall negative trend among peers, Orkla consistently underperforms in comparison to 

most peers (P&G is below Orkla BCG in the period 2010 – 2012).    

 

Figure 42: Benchmarking Orkla BCG performance to peers – ROIC (left) and ROE (right) 

 

Source: Authors’ own compilation based on (Orkla ASA; Unilever; P&G; Nestlé; Kellogg’s, Annual Reports 2008-2013). 

 

Return on equity (ROE) measures the profitability taking into account both operating and financial leverage. 

Figure 42 (right) shows Orkla BCG’s aggregated ROE benchmarked to selected BCG peers over time. The 

graph clearly displays that Orkla is underperforming compared to BCG peers, the same trend as seen in the 

ROIC-graph. This is especially clear after the last year’s development. It should however be noted that the 

ROE calculated for Orkla BCG is based on an estimation of the equity associated with the BCG segments of 

Orkla and not the total equity of the company.   
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6.5. Risk Analysis 

6.5.1. Liquidity risk analysis 

A company’s liquidity risk is influenced by its ability to generate positive net cash flows in both the short- 

and long-term (Petersen & Plenborg, 2012, p. 150). Liquidity is essential to any business. Without liquidity, 

the management’s freedom of action is limited. The potential for exploiting profitable investment 

opportunities is reduced, it may force the management to divest profitable businesses with a substantial 

discount, it increase financial expenses and it leads to suspension of payment and possibly bankruptcy.  

 

All liquidity ratios are based on end-of-year figures, as these are considered the most updated (Petersen & 

Plenborg, 2012, p. 155). The analysis will be conducted on ‘group-level’, as it is considered to yield the 

highest information-value (see Appendix A.24.). 

Short-term liquidity risk 

For the purpose of analyzing the short-term liquidity risk, the level and trend in the ‘Liquidity cycle’, 

‘Current ratio’ and ‘Quick ratio’ will be assessed. The ‘Liquidity cycle’ is an indicator of the number of days 

it takes to convert operating working capital to cash. The fewer days it takes to convert working capital into 

cash, the better the cash flow. The basic idea of the ‘Current ratio’ is that the larger the ratio, the greater the 

likelihood that a sale of current assets is able to cover current liabilities. However, the ‘Current ratio’ might 

be biased, as some current assets may not be that easily converted into cash. The ‘Quick ratio’ compensates 

for this by only including the most liquid current assets (cash, securities and receivables).  

 

From Figure 43 it is evident that the ‘Liquidity cycle’ significantly increased after the 2008 financial crisis. 

The ratio returned to a more ‘normal’ level in 2010 and has since fluctuated around ~57 days. The ‘Current 

ratio’ of Orkla has fluctuated around a mean of ~2.4 over the last six years. Last year’s development reduced 

the ratio to ~1.4. This development is mainly due to a reduction in ‘Assets held for sale/discontinued 

operations’, as the Sapa JV was reclassified as ‘Investments in associates’. The ‘Quick ratio’ was also 

significantly reduced last year, as large parts of the ‘Share Portfolio’ were sold off and a significant amount 

of ‘Cash and cash equivalents’ were used in the acquisition of Rieber & Søn.     

 

Figure 43: Short-term liquidity risk measures of Orkla ASA 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2008-2013). 
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Liquidity cycle 

From the benchmark in Figure 44 it is evident that the liquidity cycle of Orkla has fluctuated approximately 

within the same range as P&G. The ratio can be seen to be more volatile for Orkla due to large transactions 

and thereby significant changes in balance sheet items. 

 

Figure 44: Liquidity cycle of Orkla compared to international BCG peers 

 

Source: Authors’ own compilation based on (Orkla ASA; Unilever; P&G; Nestlé; Kellogg’s, Annual Reports 2008-2013). 

 

However, the level of short-term risk associated with Orkla (in terms of the liquidity cycle) must be said to 

be relatively low, taking into consideration a consistently negative ratio for Unilever, Nestlé and Kellogg’s, 

as their current liabilities exceeds their current assets. 

Current Ratio 

The current ratio, benchmarked in Figure 45, further strengthens the evidence of a solid short-term financial 

strength of Orkla compared to peers. The ratio for Orkla is well above peers, indicating that Orkla should 

have few issues with paying of their current liabilities. On a six-year average, Orkla has held current assets 

able to cover 2.4x their current liabilities.  

Figure 45: Current ratio of Orkla compared to international BCG peers 

 
Source: Authors’ own compilation based on (Orkla ASA; Unilever; P&G; Nestlé; Kellogg’s, Annual Reports 2008-2013). 

 

Quick Ratio 

The quick ratio only confirms the previous findings. Even in 2013, where the ratio was at its lowest – Orkla 

should be able to pay off 93% of their current liabilities only through selling their most liquid assets. 

Figure 46: Quick ratio of Orkla compared to international BCG peers 

 
Source: Authors’ own compilation based on (Orkla ASA; Unilever; P&G; Nestlé; Kellogg’s, Annual Reports 2008-2013). 

2008 2009 2010 2011 2012 2013

Orkla 51.67 97.84 42.63 40.69 64.14 45.02

Unilever -36.73 -47.19 -51.75 -54.01 -57.92 -64.76

P&G 46.53 40.56 33.96 44.61 40.06 39.96

Nestlé -18.28 -25.83 -26.84 -29.07 -34.91 -40.55

Kellogg -36.58 -1.83 7.04 0.41 -17.20 -13.62Li
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2008 2009 2010 2011 2012 2013

Orkla 2.14 3.18 3.12 2.24 2.44 1.41

Unilever 0.81 0.93 0.92 0.80 0.77 0.70

P&G 0.79 0.71 0.77 0.80 0.88 0.80

Nestlé 0.98 1.10 1.29 0.95 0.88 0.91

Kellogg 0.71 1.12 0.92 0.91 0.75 0.85C
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2008 2009 2010 2011 2012 2013

Orkla 1.51 2.57 1.69 1.60 1.15 0.93

Unilever 0.51 0.61 0.51 0.53 0.46 0.45

P&G 0.33 0.34 0.34 0.33 0.42 0.41

Nestlé 0.66 0.53 0.97 0.63 0.59 0.59

Kellogg 0.38 0.62 0.51 0.50 0.38 0.44
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Long-term liquidity risk 

For the purpose of analyzing the long-term liquidity risk, the level and trend in the ‘Solvency ratio’ will be 

assessed. Calculations of ‘Financial leverage’ and ‘Interest coverage ratio’ can also be seen in Appendix 

A.24. Generally, the more leverage a firm has taken on, the higher is the long-term liquidity risk, as the firm 

is required to pay off more long-term obligations. More financial leverage generally induces a lower 

solvency ratio, causing higher long-term liquidity risk (Petersen & Plenborg, 2012, p. 158).  

 

As can be seen in Figure 47, both the book- and market solvency ratio of Orkla has slowly increased over the 

last six years. The graph also shows that the solvency ratio based on market values exceeds the ratio using 

book values. The discrepancy is driven by the difference in market- and book value of equity. Emphasis 

should be put on ratios based on market values, as these are closer to the realizable value (Petersen & 

Plenborg, 2012, p. 155).  

Figure 47: Solvency ratio of Orkla (book- versus market values) 

 

Source: Authors’ own compilation based on (Orkla ASA, Annual Reports 2008-2013). 

Solvency Ratio 

From the benchmark in Figure 48 it is evident that Orkla also has a solid long-term financial position, in 

terms of solvency ratio (book values), compared to international BCG peers. P&G and Nestlé are most 

comparable; still Orkla’s ratio displays the strongest long-term financial position. 

Figure 48: Solvency ratio (book-values) of Orkla compared to international BCG peers 

 

Source: Authors’ own compilation based on (Orkla ASA; Unilever; P&G; Nestlé; Kellogg’s, Annual Reports 2008-2013). 

 

Using market values, as seen in Figure 49, the situation looks different. Orkla’s solvency ratio is now the 

second lowest in the peer group, with only Kellogg’s ratio below. Still the ratio must be said to be high, as 

the market value of equity in 2013 (end-of-year) accounted for 82% of the market value of debt and equity, 

which induces a low long-term liquidity risk. 

(Book-values) 2008 2009 2010 2011 2012 2013

Orkla 0.48 0.52 0.54 0.52 0.54 0.59

Unilever 0.29 0.34 0.37 0.31 0.35 0.33

P&G 0.48 0.47 0.48 0.49 0.48 0.49

Nestlé 0.52 0.48 0.56 0.51 0.50 0.53

Kellogg 0.13 0.20 0.18 0.15 0.16 0.23So
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Figure 49: Solvency ratio (market-values) of Orkla compared to international BCG peers 

 

Source: Authors’ own compilation based on (Yahoo! Historical Prices, 2014; Orkla ASA; Unilever; P&G; Nestlé; Kellogg’s Annual 

Reports 2008-2013). 

The evidence from the short- and long-term liquidity analysis displays a solid financial position compared to 

peers, the ratios are however volatile to the general economic environment in the short-term. 

6.5.2. Credit analysis 

A more detailed credit analysis has been carried out (see also Appendix A.25.), using average key financial 

ratios from US industrial companies. Credit ratings range from ‘AAA’ to ‘CCC’, and ratings between ‘AAA’ 

and ‘BBB-’ are corresponding to an investment grade. Ratings below ‘BBB-’ are equivalent to a speculative 

grade (also known as high yield bonds) (Petersen & Plenborg, 2012, pp. 276-277).   

 

From Figure 50 it is evident that Orkla’s financial ratios in 2013 corresponded to a ‘BBB’ rating on average. 

The ‘BBB’ rating should be interpreted as the company having adequate capacity to meet financial 

commitments, but that the company is somewhat subject to adverse economic conditions (Petersen & 

Plenborg, 2012, p. 278). The average rating in 2013 confirms the findings from the liquidity risk analysis; 

Orkla holds a strong financial position. However, it again displays the high volatility in Orkla’s margins and 

cash flows, confirming that Orkla are sensitive to changes in the general economic conditions. 

 

Figure 50: Credit rating based Adjusted US key industrial financial ratios 

 
Source: Authors’ own compilation based on key industrial financial ratios from (Standard & Poor, 2014).  

(Market-values) 2008 2009 2010 2011 2012 2013

Orkla 0.63 0.68 0.85 0.79 0.88 0.82

Unilever 0.89 0.93 0.95 0.92 0.94 0.94

P&G 0.82 0.82 0.84 0.83 0.85 0.87

Nestlé 0.96 0.99 1.03 0.98 0.94 0.97

Kellogg 0.79 0.80 0.77 0.76 0.73 0.77So
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Rating of Orkla ASA Adjusted US key industrial financial ratios

2008 2009 2010 2011 2012 2013

EBIT Interest cover (x) 11.4 -1.7 -7.0 -5.2 7.2 5.9

EBITDA interest cover (x) 15.3 1.0 -1.3 -0.9 9.3 8.2

Operating Cash Flow/Total Liabilities (%) - -13.0 11.7 -7.9 27.3 10.4

Return on Invested Capital (%) 8.5 -2.0 -5.1 -5.7 13.4 7.3

Total Liabilities/Total Capital (%) 52.3 48.3 46.4 48.2 46.1 40.9

EBIT Interest cover AA < CCC < CCC < CCC A BBB

EBITDA interest cover AA < CCC < CCC < CCC A BBB

Operating Cash Flow/Total Liabilities - < CCC BBB CCC AA BBB

Return on Invested Capital B < CCC < CCC < CCC BB B

Total Liabilities/Total Capital BB BB BBB BB BBB A

Yearly Rating 2.75 6.4 5.4 6.2 2.4 3.2

Yearly Rating A CCC B CCC A BBB
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7. SWOT Analysis 

Through the strategic analysis, the authors have identified and analyzed the main external factors affecting 

industry profitability. In addition, an assessment of internal factors revealed Orkla’s strengths and 

weaknesses affecting their market position. Lastly, the financial analysis elaborated on the underlying factors 

driving Orkla’s recent economic performance, hence revealed problem-areas and financial strengths likely to 

impact the company’s further development. Before conducting a financial forecast of the free cash flow, this 

section will seek to tie the aforementioned analyses together to aggregate the net impact of the different 

strategic- and financial factors affecting Orkla’s key value drivers going forward. 

 

For the purpose of combining the strategic- and financial analysis, a SWOT analysis will be conducted 

(Petersen & Plenborg, 2012, pp. 192-193). Through the SWOT analysis, the critical factors identified can be 

summarized as strengths, weaknesses, opportunities and threats. This allows for a more comprehensive 

understanding of how Orkla is positioned, and which possibilities and challenges the company is facing. 

Some critics of the model argue that the SWOT-framework oversimplifies reality, making the impact hard to 

measure. The authors nevertheless find the SWOT analysis to provide a relevant way of aggregating the part-

conclusions from earlier analyses, tying these to the forthcoming forecasting section.  

 

Instead of presenting the SWOT analysis in a two by two matrix, a table presenting each factor vertically has 

been used (Figure 51), with comments on whether a given factor provides a strength, weakness, opportunity 

or threat on the horizontal axis. It is in the authors’ view that this set-up yields a more comprehensive 

overview. In order to achieve measurable impacts of the different critical factors, each factor has been 

evaluated based on its likely influence on Orkla’s economic outlook. This influence is then again categorized 

as to whether it will have a short-term (ST) impact (within 1-2 years), a medium-term (MT) impact (within 

3-4 years) or long-term (LT) impact (within 5 years and beyond). The aggregated effect of how all factors 

affects either revenue or margins going forward have been summarized in a separate table (Figure 52) 

presented after the SWOT analysis.  
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Figure 51: Summary of strategic- and financial analysis 

SWOT  Strengths Weaknesses Opportunities Threats Economic 

Outlook 
       

Macroeconomic       

Political & legal     Decrease in 

subsidies/tariffs and 
increased competition  

Negative 

(LT) 

Economic    Slight increase in 

consumer spending 

driving demand 

 Positive 

(ST-MT) 

Socio-cultural    Global trends for healthy 
and on-the-go foods lead 

to potential new product 

(categories) 

Higher ingredient cost 
and R&D requirements 

due to focus on healthy 

foods 

Neutral 

 

Environmental & 

technological 

   E-commerce can create 
forward-integration 

possibilities 

 
Sustainability might 

enhance company profile 

Increased requirements 
regarding sustainability 

Neutral 

 

       

Industry specific       

Market position  Brand loyalty and 
supply-side EOS – high 

RMS in many categories 

 
Isolated position in 

Norway due to subsidies 

Lower market shares in 
FIN and DK 

 

No major position in 
emerging (high-growth) 

markets 

Increase market shares in 
FIN, DK and Baltics 

Relatively low monetary 
barriers to entry and low 

switching costs for 

consumers 
 

Neutral 

Raw material prices    The fragmented supplier 

group enhances Orkla’s 
bargaining power 

Increased raw 

ingredients prices  
Neutral 

 

Retail concentration  Established relationship 

with retailers 

  Concentrated buyer 

group in all Nordic 

markets lead to 
decreased bargaining 

power 

Negative 

(ST-LT) 

Private labels     Increased PL market 

share in the Nordics – 
NO still relatively low 

but increasing 

Negative 

(MT-LT) 

Market saturation  Market leader in NO. 

Strong position in SE – 
foothold in DK and FIN 

NO market highly 

saturated, prohibiting 
further growth 

 Mature industry with 

fight for market share 
 

 

Negative 

(ST-LT) 

       

Company specific       

Consumer insight  Considered to be a 
sustainable competitive 

advantage in NO and SE 

Firing key personnel 
might have reduced 

company expertise 

Build on insights from 
NO and SE to advance in 

FIN and DK 

Applying insights from 
one market to another 

can prove difficult 

Positive 

(ST-LT) 

Innovation  Historical track record 

for value creating 
innovations  

Heavy restructuring has 

reduced rate of 
innovation 

Operational focus to 

increase rate of 
innovation (also cross-

boarders/categories) 

 Positive 

(MT-LT) 

M&A experience  Experienced 

management team in 
acquiring and divesting 

businesses 

Recent transactions 

claimed to be ‘rushed’ – 
sold too cheaply and 

acquired too expensively 

Leverage capability in 

the process of divesting 
non-core assets 

 Neutral 

Profitability   Highly volatile and 

below BCG peers 
 

Low organic growth 

Increased, sole focus on 

BCG and synergy 
extraction, should lead to 

improved margins and 

organic growth 

High bargaining power 

of customers and 
increased competition 

from internationals 

Positive 

(ST-LT) 

Liquidity  Strong financial position, 
with low short/long term 

liquidity risk 

 Well positioned for 
acquisitions and 

expansions 

 Positive 

(ST-LT) 

Source: Authors’ own compilation. 
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The SWOT analysis presented above reveals that some factors present a combination of strengths, 

weaknesses, opportunities and threats that to a large extent neutralize the net effect. However, some factors 

will in the authors’ view have a distinct positive or negative impact on revenue or profit margin going 

forward. To facilitate a better connection between strategic value drivers and financial value drivers, the 

authors’ assessment of the aggregated effect is summarized below: 

 

Figure 52: Overall economic impact of strategic- and financial factors 
       

  Short-term (1-2 years)   Medium-term (3-4 years) Long-term (5+ years)  

Revenue 
 Turn-around from negative to 

positive organic growth 
 Slight increase towards target Stable 

Main drivers  Slight increase in consumer spending 

combined with enhanced company 

focus on BCG operations. 

Still competitive market. Private labels 

assumed to increase its market share, 

also in Norway. However, through sole 
focus on BCG, innovations are 

expected to influence sales positively. 

Revenue growth expected to equal the 

weighted inflation rate in the ‘steady-

state’. 

Margins 
 Margin improvements due to 

synergies 
Towards company target margins Stable 

Main drivers  Continued pressure on margins due to 

a consolidated retail sector, combined 

with a saturated market for BCG. 
However, margins in certain segments 

to improve due to realized cost- 

synergies from company integrations. 

Margins are expected to stabilize/peak 

due to fully realized synergies and 

improved operational focus. Retail-
sector consolidation offset further 

improvements. 

Margins to reach ‘steady-state’. 

       

Source: Authors’ own compilation. 

 

The table above summarizes how the strategic value drivers will impact Orkla’s profitability going forward. 

In the authors’ assessment of Orkla and the BCG industry, an operational improvement is expected. 

However, the expected improvements are still conservative, due to a saturated BCG market with high rivalry, 

competition from private labels and a consolidated buyer-group. On the positive side, finalizing the 

integration of Rieber & Søn and the restructuring in Confectionary & Snacks segment, Orkla is expected to 

realize further cost-synergies. Combined with a renewed focus on operations and innovation, these are 

identified as the primary value drivers. The authors believe that despite a competitive market, these 

improvements should result in Orkla, to a large extent, reaching their growth and profitability targets in 

2016. The findings of the above analysis will be used as the basis for forecasting the financial value drivers 

of Orkla BCG going forward, as presented in the next section.  
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8. Forecasting 

For mature companies, with growth rates close to the long-run growth rate, the forecast horizon is typically 

shorter than for pre-mature companies that usually exhibit higher and more volatile growth rates. As the two-

stage DCF- and EVA model (present value approach) assumes a constant growth in the terminal period, it is 

important that the forecast horizon is sufficient for the company to reach a ‘steady-state’ (Petersen & 

Plenborg, 2012, p. 214). In mid-2011, Orkla started the process of streamlining their operations to become a 

pure-play BCG company and the forecasting horizon should be long enough to incorporate this process 

completely. The synergies from the restructuring-process are expected to be fully extracted end-of-year 

2015, and Orkla has communicated that they expect target-levels of organic revenue growth and EBITA-

margins for the BCG subsidiaries to be reached in 2016. Consequently, the forecasting period is split 

between short-term (E2014 – E2015), medium-term (E2016 – E2017) and long-term (steady-state). 

 

In the ‘steady-state’ the growth should reflect the expected long-term growth in the operating markets of 

Orkla BCG as a whole. As the long-term growth continues into perpetuity (Gordon, 1962), a growth rate 

exceeding the economy as a whole would implicitly project that the company would  continuously outgrow 

the market into eternity and eventually completely take over the whole market. Therefore, the terminal 

growth of the different subsidiaries is estimated using the projected inflation growth per country in which the 

respective subsidiaries generate revenue and weighting it by the distribution of revenue by country.   

 

As the different BCG subsidiaries of Orkla will be valued separately, the forecasting assumptions used in 

deriving the pro forma statements will be covered individually for each subsidiary. A comprehensive set of 

tables presenting the forecasts for each item is presented in Appendix A.28. Moreover, the forecasting model 

is based on a sales-driven approach, as almost every line item is directly or indirectly influenced by changes 

in revenue. This will ensure more credible forecasts through a closer link between the level of activity and 

related expenses (Koller, Goedgart, & Wessels, 2010, pp. 188-189). Additionally, Orkla and the BCG-

industry is generally ‘asset light’ – inducing that focus should be placed on the income statement. For that 

reason, revenue growth has been split between its two underlying drivers; price- and volume growth. The 

development in these factors and the forecasting assumptions in general, are closely linked to the conclusions 

drawn from the fundamental analysis covering the future prospects of the market-, industry- and firm-

specific factors. As it is especially important that revenue and EBITA-margins are credibly forecasted, 

detailed descriptions of the considerations made are provided in the following sections. Moreover, 

explanations of the other forecasting assumptions, presented in Appendix A.27.  are described in Appendix 

A.26. 
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8.1. Forecast by Segment 

8.1.1. Orkla Foods 

Revenue growth 

Orkla has communicated an organic growth target for Foods of 2.5%, set to be realized in 2016. Orkla Foods 

has suffered from poor organic growth lately, experiencing a growth of -4% in 2013. However, the overall 

growth was significant as Orkla acquired Rieber & Søn, which was partly integrated from April 2013. Some 

growth, representing approximately 1/3 of the acquired growth from Rieber, will thus be recognized in 2014. 

 

Based on the strategic analysis, the authors expect the organic growth target of Orkla Foods to be achievable. 

The subsidiary has been through a heavy restructuring process with Rieber, which is expected to result in 

positive synergies (see margins below). With regained focus on operations, innovations are expected to 

improve in the medium-term. However, in the short-term (2014-2015), the revenue growth driven by price 

growth is expected to only increase by 1.0% – 1.5%. Due to a slight increase in consumer spending in main 

markets combined with the regained operational focus, volume growth is expected to be positive at 0.5% in 

the short-term. In the medium-term, private labels are however expected to increase market share, resulting 

in negative volume growth. This is though expected to be offset by higher price growth driven by 

innovations and a strengthened bargaining position, resulting in an aggregated organic growth of 2.5%, 

matching Orkla’s 2016 target. In the steady-state, the growth rate is set equal to the weighted inflation of 

2.24%. As illustrated in the RMS analysis in Section 5.3.1., Orkla enjoys a very high relative market share in 

attractive food segments, making it difficult to achieve significant further growth in these categories. 

Revenue- and organic growth are illustrated in Figure 53: 

 

Figure 53: Total revenue growth and organic growth for Orkla Foods 

 

Source: Authors’ own compilation based on pro forma statements and data from (Orkla ASA, 2013a, p. 7). 
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The growth should be compared to the increase in forecasted consumer prices, revealing that the expected 

growth is very conservative. As Orkla Foods is present in different geographical markets, the authors have 

estimated an average inflation rate based on inflation-forecasts from the International Monetary Fund’s 

(IMF) World Economic Outlook-report and the sale split by country for Orkla Foods in 2013. This split is 

assumed to remain constant. A table showing the estimated weighted inflation for each subsidiary is 

presented in Appendix A.30. 

EBITA-margin 

Orkla has communicated an EBITA-margin target of 15.0% for Foods, set to be realized in 2016. As 

described in the strategic analysis, the market for BCG in the Nordics is highly competitive, with a 

consolidated retail sector and with BCG companies fighting for market share. These market conditions are 

assumed to prevail in the short-term, sustaining the pressure on Orkla Foods’ margins. This pressure is 

though somewhat offset by the synergies extracted from the Rieber & Søn integration. Orkla has previously 

communicated a synergy target of NOK 250-300 million from the integration to be reached in 2015 and that 

NOK 150 million has been realized as of end-of-year 2013 (Orkla ASA, 2014d). The basis of the synergies 

are illustrated in the split below, together with the estimated run rate of realization communicated by Orkla, 

implying that the company estimates about NOK 300 million in total synergies: 

 

Figure 54: Split of synergies, run-rate of extraction and Orkla estimates versus pro forma forecast 

 

Source: Authors’ own compilation based on (Orkla ASA, 2014d). 

 

The authors estimate total synergies of NOK 260 million, through hypothetically assuming no revenue 

growth, in order to isolate the effect from synergy realization. In 2013, Orkla had an EBITA-margin of 13% 

and the historical margin peaked at 14.4% in 2012. Hence, the EBITA-margin is assumed to remain at 

around 13.5% – 14.0% in the short-term, with a small increase from 2016 to 14.5% when all Rieber 

synergies should be extracted. This implies that the authors are somewhat conservative regarding Orkla’s 

target of 15% in EBITA-margin, as the market is expected to remain highly competitive and that further cost 

reductions seems less likely. The long-run margin is expected to be sustainable at 14.5%. 
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8.1.2. Orkla Confectionary & Snacks 

Revenue growth 

Orkla has stated a target organic revenue growth of 3% for Confectionary & Snacks (C&S) to be reached in 

2016. Following the restructuring started in 2013, centralizing the national companies in Norway, Sweden 

and Finland, C&S experienced a negative organic growth of -3%. In the period ’10 – ’12 however, the 

organic growth was between 1% and 2%. Moreover, it is evident from the RMS analysis presented in 

Section 5.3.1., that both ‘confectionary’ and ‘snacks’ are attractive segments where Orkla has substantial 

growth potential. In contrast to the other food categories in Norway, where Orkla enjoys a dominant market 

share, the relative market share to Orkla in the ‘confectionary’ and ‘snacks’ categories are less than one. The 

potentially largest threat to this segment is an increased focus on healthy living, with consumer concerns 

about sugar contents, salt, saturated fats, palm oil and other ingredients typically used in these products. On 

questions from financial analysts regarding how the company would tackle these issues going forward, 

Orkla’s new CEO Mr. Ruzicka emphasized the company’s ability to adapt and comply with the health trend, 

and the potential for growth in this segment (Orkla ASA, 2014b).  

 

Although the focus on eating healthy might pose a threat to confectionary- and snacks products, the trend 

might also open up for new and profitable product categories. Combined with the increased demand for on-

the-go products, this could create a large market for new healthy snacks. Orkla is already well positioned in 

sub-categories such as weight management, vitamins, fish oil and sports nutrition. Nevertheless, the 

confectionary and snacks segments face tough competition from large, international companies, which could 

reduce Orkla’s ability to grow in these categories. As emphasized by Orkla however, the new centralized 

structure should allow for more innovations both across borders and categories. The authors thus expect 

Orkla C&S to reach and slightly surpass its growth target. The historical- and forecasted growths are 

illustrated in Figure 55: 

 

Figure 55: Total revenue growth and organic growth for Orkla Confectionary & Snacks 

 

Source: Authors’ own compilation based on pro forma statements and data from (Orkla ASA, 2013a, p. 8). 
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EBITA-margin 

The restructuring seen in the C&S subsidiary, combining national companies to single units, allows for a 

more centralized purchasing function and strengthened bargaining power in negotiations with retailers. 

Moreover, the reduced complexity implies a less costly organizational structure. In light of the C&S’s 

historical EBITA margins, which are within the range of 14.3% to 18.0%, the target of 16.5% is assumed 

achievable. The authors expect Orkla C&S to gradually reach the targeted margin in 2016, from which the 

margin is assumed to be stable. Orkla has communicated that the synergies from the restructuring should 

reach NOK 70 million. Based on the authors’ EBITA-margin assumptions going forward, this implies the 

following synergy realization (hypothetically assuming no revenue growth) versus Orkla estimates: 

 

Figure 56: Orkla C&S synergy run-rate and Orkla estimates versus pro forma forecast assumptions 

 
Source: Authors’ own compilation based on (Orkla ASA, 2013c). 

 

8.1.3. Orkla Home & Personal 

Revenue growth 

Orkla Home & Personal is expected by Orkla to achieve a relatively high organic revenue growth of 4% in 

2016. In 2012 and 2013, the high growth is related to the acquisition of Jordan, as the organic growth is 

negative at -1.0% in both years. Moreover, the RMS analysis, in Section 5.3.1., revealed that Orkla is present 

in many attractive Home- and Personal categories, but that there are potential for growth in most categories. 

The analysis also emphasized that in underlying sub-categories, Orkla enjoyed a much higher relative market 

share compared to the closest competitor. Hence, it is likely that Orkla can leverage its strong position in 

certain categories to expand in both product categories and geographies. Moreover, an expected increase in 

consumer spending will affect the potential for volume growth. The low ‘premiumness’ of laundry-care 

shown in the RMS analysis reveals that PL is a credible threat in this segment. However, PLs are most 

dominant in certain sub-categories, allowing Orkla to focus on the categories more likely to remain strong 

premium-brand categories. The various growth opportunities results in an estimated organic growth between 

2.5% – 3.9% in the forecasting period, illustrated in Figure 57. 
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Figure 57: Total revenue growth and organic growth for Orkla Home & Personal 

 
Source: Authors’ own compilation based on pro forma statements and data from (Orkla ASA, 2013a, p. 9). 

 

EBITA-margin 

Orkla newly acquired Jordan, but the synergies identified with this transaction have already been extracted. 

Before the acquisition, Orkla enjoyed margins of almost 20% in the Home & Personal segment. In the last 

two years however, the margins have been 17.5% and 17.3%, respectively. With 17.5% being Orkla’s target 

margin, this is assumed to apply going forward.  

 

8.1.4. Orkla International 

Revenue growth 

Through the acquisition of Rieber & Søn, Orkla acquired several foreign operations including Rieber Russia, 

Vitana in the Czech Republic and Delecta in Poland. As for Orkla Foods, the revenue from these subsidiaries 

is not fully reflected in the income statement of 2013, as Rieber was acquired in April 2013. Approximately 

1/3 will thus be recognized in 2014, increasing the growth next year. The 2/3 already recognized in 2013 

explains the growth shown by the segment in 2013. 

 

As Orkla has no stated revenue growth target for this segment, an alternative approach has been used in 

order to establish the volume growth going forward. The Russian operations have struggled, and Orkla has 

communicated that a process to sell this segment has been initiated. It is assumed that the Russian 

subsidiaries are sold end of year 2014. In 2013, Russia is estimated to constitute 43% of Orkla 

International’s revenue, while MTR in India – a subsidiary experiencing significant growth – constituted 

about 20%. The remaining 37% comprised of International’s operations in the Czech Republic, Poland and 

Austria. In estimating the revenue going forward, it is assumed that the rapidly growing Indian subsidiary 

will continue its average historical organic growth of 16.3% (see Figure 60). The Russian subsidiary will 

grow by the remaining acquired growth from the Rieber transaction in 2014, while the revenue is set equal to 

zero after this period. The EU operations are affected positively by the development in Felix Austria, while 

Orkla reports that the markets of Czech Republic and Poland are more competitive (Orkla ASA, 2014d).  



Forecasting   

                                                                   Page 91 of 251 

 

It is thus assumed that this segment grows by the remaining acquired growth in 2014, while being constant 

after this stage, based on the flat development seen in ’10 – ’12. The volume growth going forward will thus 

vary greatly in the short-term, due to the recognition of acquired growth and then the sale of the Russian 

operations. The estimated revenue split in Orkla International is illustrated in Figure 58: 

 

Figure 58: Orkla International estimated revenue split 

 

Source: Authors’ own compilation based on Pro Forma income statement. 

 

The price growth in Orkla International is based on a weighted average of the expected inflation rate in the 

countries of International’s operations. The average thus includes Russia in 2014, while Russia is excluded 

after this stage. This results in an estimated price growth of 3.1% from 2015. The organic growth of the 

International segment is mainly driven by the growth in India, and as the Russian operations will be sold, 

International is expected to exhibit higher growth than what is expected in the other BCG segments.  

 

Figure 59: Total revenue growth and organic growth for Orkla International 

 
Source: Authors’ own compilation based on pro forma statements and data from (Orkla ASA, 2013a, p. 10). 

 

EBITA-margin 

As for revenue growth, Orkla has not communicated a target margin. The Russian operations have exhibited 

poor performance recently, and as the subsidiary still are expected to be part of Orkla International in 2014, 

the margin in the first forecasted year is set equal to the margin seen in the most recent year (-3.3%). Orkla 

does not show how margins have developed in the European business; hence the margin going forward (after 

2014) has been set equal to the historical average seen in the Indian subsidiary of 7%. With MTR in India 

constituting an increasingly larger part of International, it is in the authors’ opinion that this will be a fair 

estimate. The historical revenue growth and EBITA-margin of Russia and India are shown in Figure 60. 

Estimated revenue-split E2010 E2011 E2012 E2013 E2014 E2015 E2016 E2017

India 396 446 500 521 606 705 820 954

Russia 1,286 1,333 1,304 1,142 1,177 0 0 0

Europe (Rest-of-the-world) 290 294 290 856 908 908 908 908

Total 1,972 2,073 2,094 2,519 2,691 1,613 1,728 1,862
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Figure 60: Historical revenue growth and EBITA-margin in Russia and India 

 

Source:  Authors’ own compilation based on data from (Orkla ASA, 2014d). 

8.1.5. Orkla Food Ingredients 

Revenue growth 

Orkla has not communicated any specific growth targets for its Food Ingredients subsidiary. The segment is 

highly dependent on the development in the bakery industry in general, and the authors have thus applied the 

growth estimates of this industry as a guideline. From the strategic analysis it was evident that consumers 

have a growing concern for healthy living, imposing a credible threat for the bakery industry. Based on 

Euromonitor’s (2014i) forecasted volume growth in Baked Goods, low growth is expected for Food 

Ingredients (see Appendix A.29.). In estimating the growth going forward, the historical sales split 

development in Food Ingredients is expected to continue, with Eastern and Western Europe (outside the 

Nordics) increasingly representing a larger share of the segment’s revenue. The development in recent years, 

compared to the market value growth in general, does not imply that Orkla should gain additional market 

share in this segment. This supports a relatively flat volume growth going forward. The price growth going 

forward has been calculated as a weighted average of forecasted inflation and sales-split by region, resulting 

in a price growth in the coming years in the range of 2.05% – 2.30%. Combined with the insignificant 

volume growth, this results in an organic growth going of ±2.2%. 

EBITA-margin 

With raw material prices expected to be relatively stable going forward, the authors see no specific change in 

the cost structure of Food Ingredients. Moreover, the historical margin has fluctuated in a narrow bond 

around its mean. The average is hence assumed to be the margin in the forecast period. 

Figure 61: Total revenue growth and organic growth for Orkla Food Ingredients 

 
Source: Authors’ own compilation based on pro forma statements and data from (Orkla ASA, 2013a, p. 11). 

Revenue growth 2008 2009 2010 2011 2012 2013 Average

Russia 10% 1% 1% 7% 0% n.a. 3.8 %

India 20% 9% 18% 21% 18% 12% 16.3 %

EBITA margin 2008 2009 2010 2011 2012 2013 Average

Russia 2.9 % 4.4 % 1.9 % -1.5 % -0.5 % n.a. 1.4 %

India 7.6 % 9.3 % 4.4 % 8.7 % 4.7 % n.a. 6.9 %
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8.2. Quality of the Estimates in the Pro Forma Statements 

In order to evaluate the validity of the pro forma statements, it is important to compare the historical return 

and margins against the forecasted performance. Naturally, if the future performance significantly deviates 

from the historical, this should be supported by solid arguments (Petersen & Plenborg, 2012, p. 195).  

 

Figure 62 illustrates both the historical- and forecasted performance of Orkla BCG. The BCG segment of 

Orkla experienced a significant decrease in ROIC from ‘11 – ‘13, which is mainly a consequence of the 

major restructuring process carried out during this period. Moreover, through decomposing the ROIC, it is 

evident that the PM decreased from ‘11 – ‘13, while the ATO experienced a more significant decrease (‘11 – 

‘13). The negative development in PM is almost solely a consequence of poor performance of Orkla Russia 

Brands (International), while the decrease in ATO is mainly a result of the acquisition of Jordan and Rieber 

& Søn, as earlier mentioned (see Section 6.4).  

Figure 62: Historical versus forecasted ROIC (left), PM and ATO (right)  

 

Source: Authors’ own compilation. 

 

The company has now completed the heavy process of restructuring the BCG segment and communicated 

that the sole focus going forward is operational excellence (see Section 3.1.3). In combination with a 

(slightly) positive outlook of the macroeconomic factors (see Section 5.1.5), it is the authors’ perception that 

the improvement of the ROIC until 2016 and stabilization hereafter, is a realistic forecast in accordance with 

the strategic analysis. It is evident that the increase mostly will be driven by an improvement in the PM. 

Moreover, the stabilization of ATO is a result of the assumption regarding no further acquisitions and the 

fact that the slight increase in invested capital corresponds to the forecasted revenue growth. 

 

Although the ROIC improvement might seem sudden, the authors do believe that the assumptions applied 

are relatively conservative. Firstly, the revenue increase is mainly due to inflation adjustment of price (not 

volume). Moreover, the profit leak seen in Orkla International is assumed to terminate, as Orkla Brands 

Russia is to be divested. Additionally, it should be noted that improvements in PM shows the accumulated 

effect of gradual improvements related to synergy-extraction in several of the BCG subsidiaries. 

Consequently, ROIC (after-tax) does not surpass the level seen in 2012.  
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9. Cost of Capital 

In order to estimate the enterprise value of Orkla BCG, the forecasted FCFFs of the respective subsidiaries 

have to be discounted to present value with a proper discount rate. The discount rate should represent the 

opportunity costs that investors face through investing their funds in one particular business instead of other 

businesses with similar risk (Koller, Goedgart, & Wessels, 2010, p. 231).  As ‘investors’ include both equity 

and debt holders, the discount rate should represent a weighted average of these two investor-groups’ 

required rate of return, commonly known as the weighted average cost of capital (WACC).  

9.1. Weighted Average Cost of Capital  

In determining the appropriate WACC for Orkla BCG, several considerations and assumptions have been 

made regarding the different components; cost of equity (CoE), after-tax cost of debt (CoD) and the 

company’s target capital structure. The three components naturally constitute the structure of the following 

sections, which will include a comprehensive description of the methods applied. The general formula for 

WACC can be derived as (Petersen & Plenborg, 2012, p. 246): 

Eq. 9.1       
 

   
    (   )  

 

   
     

9.1.1. Cost of equity (re) 

There are several theoretical approaches to calculate the cost of equity and the models primarily differ in 

how they define risk (Koller, Goedgart, & Wessels, 2010, p. 235). The CAPM model, which were introduced 

in 1964 (Sharpe; Lintner), is unquestionably the most frequently applied model. However, the model has also 

been subject to criticism related to its accuracy and attempts have been made to replace and improve the 

model (Fama & French, 1996). The criticism often relates to the effect of size, various ratios and price-

momentum. On the other hand, more recent studies challenge the criticism by showing that over a business 

cycle the ratios and returns usually convert to normal values (Chung, Herb, & Schill, 2004).  

 

The authors’ are aware that the model relies on several theoretical assumptions, but a further evaluation of 

these are outside the scope of this thesis and the model is therefore assumed reliable in estimating the 

owners’ required rate of return.    

The Capital Asset Pricing Model 

The basic idea of CAPM is that by holding a sufficiently broad portfolio of shares, investors will only pay 

for the risk that cannot be diversified away. This implies that idiosyncratic risk is assumed to be diversified 

away and that only the systematic risk (represented by beta) is priced. The security market line (SML) is 

derived as (Petersen & Plenborg, 2012, p. 249): 

Eq. 9.2           (     )  

The equation (SML) shows the equilibrium between the risk premium of a company and the risk premium of 

the market portfolio. In the following sections, each element of the SML will be discussed and determined. 



Cost of Capital   

                                                                   Page 95 of 251 

 

Risk-free interest rate (  ) 

The risk-free rate is defined as an asset’s expected return with certainty. This implies that the asset should 

have no default- or reinvestment risk. The theoretically correct estimate would be the expected return on a 

zero-beta portfolio. However, due to problems with constructing such a portfolio it is recommended that 

highly liquid, long-term government securities (10–30 years) are used as a proxy. Moreover, to handle issues 

such as inflation it is important that the bond is denoted in the same currency as the underlying cash flow. 

(Petersen & Plenborg, 2012, p. 249; Koller, Goedgart, & Wessels, 2010, p. 236; Damodaran, 2008, p. 6)  

 

Although Orkla BCG generates revenue in several currencies through different geographical locations, the 

nominal cash flow is estimated and reported in NOK. It is therefore recommended that the risk-free rate 

should be a Norwegian long-term government bond (Damodaran, 2008, p. 13). Norway holds an AAA-rating 

from S&P, Moody’s and Fitch (Country Economy, 2014), and is, thus considered to be one of the most 

solvent nations in the world - with zero default risk. In relation to the time-horizon, bonds with 30 years to 

maturity will suffer from a liquidity premium and thus not be preferable (Petersen & Plenborg, 2012, p. 251).  

Consequently, a 10-year Norwegian zero-coupon bond has been used as a proxy for the risk-free rate. At the 

valuation date (20.03.2014) the rate was 3.05% (Norges Bank, 2014a). 

 

Beta ( ) 

Beta is a measure of systematic risk and is calculated as the covariance between the stock return and market 

return, divided by the variance in market returns (Petersen & Plenborg, 2012, p. 251)  

Eq. 9.3    
   (     )

   (  )
  

As it is only the core-business (Orkla BCG) that will be valued using a DCF/EVA approach and thus require 

an estimation of a proper discount rate, it complicates the determination and demands a more comprehensive 

discussion. Damodaran (2009, p. 19) suggests that individual industry betas and risk premiums are used in 

computing the cost of equity for each business when the businesses are operating in unrelated segments and 

different regions. In practice, there are several ways to determine the specific beta-value related to a 

company and this section will seek to cover the most common approaches among practitioners.  

 

The straightforward approach to estimate the beta is through a regression-analysis. Koller et al. (2010, pp. 

245-253) suggests that the measurement period should include at least 60 data points (five years of monthly 

returns) and that the stock return should be regressed against a value-weighted, well-diversified market 

portfolio, such as the Morgan Stanley Capital International (MSCI) European- or World Index.  
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Furthermore, the authors emphasize that one should not use a local market index, such as Oslo Stock 

Exchange Index (OSEBX), as most countries are heavily weighted in only a few industries (Koller, 

Goedgart, & Wessels, 2010, p. 249). The OSEBX is highly dominated by oil- and energy related companies, 

as approximately 40% of the total volume is related to this sector and another 20% is related to shipping and 

seafood (Oslo Stock Exchange, 2014b). Hence, 60% of the total volume on OSEBX is related to only three 

industries, which obviously cannot be categorized as a well-diversified market portfolio.  

 

Conducting a regression-analysis on OSEBX, MSCI World and MSCI Europe yields the beta-values seen in 

Figure 63 below. The beta-values are adjusted for the historical capital structure and re-levered using the 

target capital structure of the company, using the approach shown in Eq. 9.4 and 9.5 (Petersen & Plenborg, 

2012, p. 255). The target capital structure will be elaborated on further, later in this section. For the complete 

regression analysis, see Appendix A.32.  

Eq. 9.4         (  
 

 
)  

Eq. 9.5      
  

(  (   ) 
 

 
)
  

Figure 63: Estimates of Beta through regression-analysis 

 

Source: Authors’ own compilation based on data from (Morgan Stanley, 2014; Yahoo! Finance, 2014b). 

 

Another approach often used by practitioners in determining the beta-value is through comparable firms 

(Petersen & Plenborg, 2012, p. 254). For this purpose, the defined group of international BCG peers from 

Section 6.1.3 has been used. The estimates are based on historical returns (five years monthly) of the peer 

group and MSCI World. As can be seen in Figure 64, the peer group beta-values are considerably lower than 

the estimates above. However, estimating the beta from a comparable peer group critically relies on the 

companies having the same risk-profile. As these peers are truly multi-national firms, with highly dispersed 

geographical operations, it could be questioned whether these companies are truly representative to the 

Nordic (European) risk-profile of Orkla BCG. For the complete peer group regression analysis, see 

Appendix A.32. 

Figure 64: Estimates of Beta through comparable companies 

 

Source: Authors’ own compilation based on data from (Morgan Stanley, 2014; Yahoo! Finance, 2014b). 

Levered Unlevered Re-levered Adjusted

ORK / OSEBX 0.9233 0.9233 1.1541 1.1028

ORK / MSCI World 1.2931 1.2931 1.6164 1.4109

ORK / MSCI Europe 1.2788 1.2788 1.5986 1.3990

Levered Unlevered Re-levered

Unilever 0.78 0.616 0.770

P&G 0.53 0.419 0.524

Nestlé 0.40 0.383 0.479

Kellogg's 0.59 0.381 0.477

Average 0.57 0.45 0.56



Cost of Capital   

                                                                   Page 97 of 251 

 

When valuing a separate segment of a company, it is argued that the most appropriate method is to use an 

industry-derived unlevered beta and re-lever this with the company’s target capital structure (Koller, 

Goedgart, & Wessels, 2010, p. 236; Damodaran, 2009). Damodaran frequently reports updated beta-values 

across both regions and industries. In the latest report (2014), he estimates an average unlevered industry-

beta of 0.82 based on 152 ‘food processing’ companies in Europe. Adjusting this beta for Orkla’s target 

debt-to-equity ratio yields a re-levered beta of 1.025.  

Figure 65: Estimation of Beta using industry-average by Damodaran 

 

Source: Authors’ own compilation based on data from (Damodaran, 2014). 

Compared to the beta estimated from the regression-analysis and from ‘comparable firms’, the industry-

average estimation is based on a considerable larger sample size and thus considered to contain fewer 

sourcing errors (Damodaran, 2014). The industry-average estimate is also considered to yield a more 

comparable risk-profile to Orkla BCG. Based on these argument, the authors assume that a representative 

estimate of the beta should be based on an average of European ‘food processing’ companies. 

 

Moreover, in order to obtain the most credible estimate of beta for Orkla BCG, the authors´ have applied a 

simple smoothening technique used by Bloomberg. The reason for this is that Blume (1975) observed that 

beta-values tend to revert to the mean and thus argued that smoothing techniques would reduce estimation 

errors. Consequently, the adjusted beta is calculated as follows (Koller, Goedgart, & Wessels, 2010, p. 253): 

Eq. 9.6       
 

 
 

 

 
       

     
 

 
 

 

 
               

Market risk premium (     ) 

Determining an appropriate market risk premium (MRP) is probably one of the most discussed issues in 

finance and still there are no models that precisely estimate the premium. The market risk premium varies 

over time, as it is most often calculated ex-post based on historical excess returns on the stock market over 

the risk-free rate (Petersen & Plenborg, 2012, p. 263). In equity research papers, such as this thesis, where 

the purpose is to assess the value of one individual company and not take a view on the level of the overall 

market, the current implied equity risk premium is recommended to be used (Damodaran, 2011, p. 84).  

However, the approaches in determine MRP vary widely among practitioners. Prof. Fernández of IESE 

Business School conducted a survey on the MRP used by 1,400 professors worldwide (2009). The findings 

in this paper show a significant lack of consistence. In fact, a large share of the interview objects answered 

that they do not justify their premium. The majority though answered that they referred to books or articles. 

 

# Companies Levered Unlevered Re-levered

Food Processing (Europe) 152 0.970 0.820 1.025
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Koller et al. (2010, p. 238) find the market risk premium to vary continually between 4.5 – 5.5% at the time 

their book was written. PwC (2014, p. 10) conducts a yearly survey on the MRP applied by members of the 

Norwegian Society of Financial Analysts (NFF) and finds that 41% of the interviewees applied an MRP of 

5% in 2013. In Prof. Fernández’ (2013, p. 3) survey on MRP applied in 51 countries, he found an average of 

6% in both Norway and Sweden. In Denmark, he found it to be 6.4% and 6.8% in Finland. In India for 

instance, the MRP is significantly higher. He found industry participants to apply 8.5% in 2013.  

 

The authors´ have though chosen to use Damodaren as the primary source in determining the MRP, as he has 

written a detailed paper on how to value conglomerates in practice, and continuously reports updated 

estimates of the MRP by country. In Damodaran´s paper (2009, p. 17) on valuing multi-business and multi-

national companies, he argues that the MRP should reflect the risk faced in each operating country, this 

should be incorporated through weighting the different MRPs in each country/region by the respective 

portion of total operating income. The authors have therefore used the latest estimates of MRP in the 

different operating regions of Orkla BCG and calculated a weighted average. Damodaran (2014) estimates 

the MRP in Norway, Sweden, Denmark and Finland to be 5%. He estimates an average MRP of 6.9% in 

Central- and Eastern Europe, 8.3% in India and 5% in North America. Weighting these market premiums by 

the regions’ respective percentage of total operating sales yields an average MRP of 5.39% (see Appendix 

A.33.).  

Other risk premiums 

Some argue that for smaller and less liquid stocks it should be added an additional risk premium to 

compensate for smaller stocks being more volatile and less liquid than the stock of larger companies. In 

2013, Orkla ASA was the 14
th
 most traded equity on Oslo Stock Exchange (2.26% of total turnover) and was 

the 7
th
 largest company in terms of market capitalization at year-end (~48.2 NOKbn) (Oslo Stock Exchange, 

2013). Consequently, the authors see no reason to attach any additional risk premiums related to company 

size and liquidity in the stock. It could though be discussed whether equity holders would require an 

additional risk premium based on the relatively illiquid underlying assets of especially Orkla BCG, which to 

a large extent are related to intangible assets. Moreover, an increased required rate of return could be where 

investors incorporate a discount for the conglomerate structure. This will be discussed further in Section 12. 

 

In conclusion, CoE is estimated based on Eq. 9.2:                    (           )         

9.1.2. Cost of debt (rd) 

The cost of debt is calculated as the risk-free rate plus credit spreads on an after-tax basis. The credit spread 

represents a premium to lenders for the exposure to default risk and administration costs. 

Eq. 9.7     (     )  (   )  
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To estimate the after-tax cost of debt for an investment-grade firm (debt rated at BBB or better) with publicly 

traded debt, it is recommended that the company’s after-tax yield to maturity (YTM) is calculated directly 

from the bond´s price and promised cash flows (Koller, Goedgart, & Wessels, 2010, p. 233)
9
. 

Eq. 9.8        
      

(     )
 

      

(     ) 
   

      

(     ) 
  

The authors would argue that calculating the YTM on the latest bond issue, ORK80 (22.01.2014), yields the 

most representative estimate of the company´s cost of debt, as this is the most update market data available 

(Oslo Stock Exchange, 2014c). The face value of the bond is 1,000 NOKm, with a fixed coupon rate of 

4.35% and 10 years-to-maturity. The bond was last traded 20.03.2014 (valuation date), at a price of NOK 

101.80 (see Appendix A.34.). Solving for the YTM yields 4.126%, representing a credit spread of 1.076% 

after subtracting the risk free rate of 3.05%. 

 

In order to obtain credibility in the estimate, the result is triangulated through a credit rating of Orkla ASA 

(Petersen & Plenborg, 2012, pp. 272-291). As can be seen in Figure 66, the credit rating of Orkla has been 

volatile to fluctuations in the overall economic environment (as also concluded in the strategic analysis). 

However, Orkla has continuously exhibited a strong balance sheet. The credit rating in 2012 – 2013 lies 

between A and BBB, which according to Petersen & Plenborg should correspond to a relatively low credit 

spread. The findings only further strengthen the confidence in the estimated credit spread and cost of debt. 

Figure 66: Credit spread based on credit rating of Orkla based on US Industrial benchmark 

 
Source: Authors’ own compilation based on (Petersen & Plenborg, 2012, pp. 272-291). 

 

In conclusion, CoD is estimated based on Eq. 9.7:    (            )  (       )        

Corporate tax rate ( ) 

Since FCFF is calculated in after-tax terms, the cost of capital has to be adjusted to incorporate the fact that 

interest costs are deductible. Petersen & Plenborg (2012, p. 265) argue in favor of using the marginal 

corporate tax, rather than the effective tax rate, when estimating the tax shield. The reason for this, is that 

using an effective tax rate relies on several assumptions that are difficult to fulfill in practice.  

 

As described in Section 6.1.2., the tax expenses related to each BCG subsidiary are not reported in the 

segmented financial statements. It is therefore necessary to estimate the marginal tax rate for each subsidiary, 

using a bottom-up approach.  

                                                      

9
  Orkla reports an average cost of NIBD on a yearly basis in their annual report, in 2013 this rate were 3.40% (Orkla ASA, 2013a, p. 111). 

Credit Rating 2008 2009 2010 2011 2012 2013

Orkla ASA A CCC B CCC A BBB

Credit Spread

US Treasury, 10 year AAA AA A BBB BB B

3.38% (Upper limit) 1.9 2.4 3.6 4.7 11.2 13.1

3.38% (Lower limit) 0.6 0.7 0.8 1.3 2.6 3.2
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As the subsidiaries of Orkla BCG operates across different geographic regions, and thus are subject to 

different tax regimes, the marginal tax rate is weighted with the respective sale in different regions and the 

corresponding tax rate in that region. Consequently, through using an average over the last four years (10 – 

13) the marginal tax rate is estimated to be 25.70% for Orkla BCG overall. 

9.1.3. Capital structure 

To return capital without changing the capital structure, management can repay debt and repurchase shares, 

but must do so at their market value. Conversely, book value represents a sunk cost. Therefore, the capital 

structure must be based on market values (Koller, Goedgart, & Wessels, 2010, p. 262).  

 

Modigliani and Miller (MM) I proposition shows that firm value is unaffected by the capital-structure, 

assuming a perfect capital market. This indirectly implies that the capital structure is irrelevant for the 

WACC, which is MM II proposition. However, in a market with taxes this proposition does not hold, as 

companies can achieve tax-benefits. Consequently, the firm value is affected by the capital structure and 

thereby also the WACC (Modigliani & Miller, 1963). In order to assume a constant WACC, it is therefore 

necessary to assume that Orkla periodically rebalances its capital structure by a target-ratio (Miles & Ezzell, 

1980). This assumption seems reasonable; as Orkla has communicated that they seek to remain an 

investment-grade company through a target of NIBD about 2.5x EBITDA (Orkla ASA, 2013c, p. 11).  

 

When the market value of equity is highly undervalued and the target capital structure significantly deviates 

from the current capital structure, it is by some argued that an iterative method should be applied in 

determining the target capital structure to correct for circularity (Larkin, 2011). However, for mature 

companies with growth rates close to the long-term growth rate, like Orkla, the target capital structure is 

often approximated by the company’s current debt-to-value ratio, using market values of debt and equity 

(Koller, Goedgart, & Wessels, 2010, p. 234). End-of-year 2013 NIBD/EBITDA was 2.6x, which is aligned 

with the target level. This induced a D/(E+D) of 18% and E/(E+D) of 82%. The target D/(E+D) level of 

Orkla is therefore assumed to be 20% going forward (see Appendix A.35. ). 

Figure 67: Weighted average cost of capital (WACC) for Orkla BCG 

 

Source: Authors´ own compilation. 

 

In conclusion, the WACC (after-tax) is estimated to be 7.43% based on Eq. 9.1 (see Appendix A.36.)
10

 

                                                      

10
 Orkla ASA reported an internal estimation of their pre-tax WACC of 8.7% in 2013 (Orkla ASA, 2013a). 

Source of   

Capital

Debt 0.61%

Equity 6.82%

WACC 7.43%

Contribution to   

Weighted Average

20% 3.07%25.7%

8.53%

Proportion of                

Total Capital

Cost of Capital Marginal Tax Rate

80%

100%

4.13%

8.53%

After-tax                      

Cost of Capital
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10. Valuation 

After thoroughly analyzing both strategic- and financial value drivers of Orkla, as well as determined an 

appropriate cost of capital and examined comparable peers to the respective Orkla segments, this section will 

present the sum-of-the-parts valuation. Although Orkla is streamlining its business focus, the company still 

has some values tied up in non-core assets. This structure complicates the valuation-process of the company 

and calls for a sum-of-the-parts analysis, since the economics for each Orkla segment vary (Koller, 

Goedgart, & Wessels, 2010, p. 296). This approach requires more of the authors in terms of inputs, but also 

produces a more comprehensive result (Damodaran, 2009, p. 20).  

 

Valuing the entire company with a single forecast, treating Orkla as one unit, would distort the valuation. A 

SOTP analysis allows for valuing each business segment individually by aggregating an estimate of their 

respective operating value, as measured by each segment’s contribution to enterprise value (EV) 

(Damodaran, 2009, p. 21). With total EV from all business segments, NIBD from group-level is subtracted 

in order to obtain the market value of equity and consequently calculate the theoretical share price of Orkla. 

 

The EV values of Orkla’s core business in branded consumer goods will be derived using a DCF approach, 

as described in the next sub-section. The non-core segments of Gränges, Hydro Power, Jotun and HQ will be 

valued using a multiple approach, based on the extensive peer group analysis presented in Section 6.2. For 

Sapa JV, the authors will argue for the use of a transaction value, derived from the agreement with Hydro 

when establishing the joint venture. The remaining segments, including the share portfolio and real estate 

business will be valued using market values and book values, respectively. 

 

The analysis will be conducted using end-of-year 2013 numbers. Hence, the valuation yields a theoretical 

share price as of this date. To arrive at an estimate for the equity value as of March 20
th
 2014, the value will 

be projected using the cost of capital. The value obtained at this point will be used in assessing the existence 

of a conglomerate discount in the stock, compared to the market price at the valuation date.  
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10.1. Orkla Branded Consumer Goods 

Valuation method 

Since a valuation entirely based on multiples critically relies on the assumption that the used companies are 

truly comparable (Koller, Goedgart, & Wessels, 2010, p. 305), a more comprehensive approach will be 

applied for the core-operations of Orkla going forward (as non-core assets eventually will be divested). 

Consequently, the EV of the respective BCG subsidiaries of Orkla will be based on the ‘discounted cash 

flow model’ (DCF) and ‘economic value added model’ (EVA). The two models rely on the same inputs, as 

both derive from the ‘dividend discount model’, hence the models are theoretically equivalent and yields 

identical value estimates (Petersen & Plenborg, 2012, p. 212). However, the two models provide different 

information about how value is created for shareholders. The estimated value will also be supplemented by a 

relative valuation to triangulate results. 

Reasoning of valuation method 

Each valuation approach has different strengths, weaknesses and limitations, and it is therefore necessary to 

choose a valuation method best suitable for the company. There are basically four main approaches to 

valuation. These include the present value-, relative- (multiples), liquidation- and contingent claim valuation 

(Damodaran, 2006, p. 3). The attributes of an ideal valuation are precision (unbiased estimates), realistic 

assumptions, user-friendliness and understandable output (Petersen & Plenborg, 2012, p. 212). All present 

value models derive from the ‘dividend discount model’. Except for forecast assumptions, which are 

prerequisites for any present value approach, the ‘dividend discount model’ does not rely on any other 

assumptions. Consequently, it yields unbiased value estimates (assuming forecasts with perfect hindsight). 

Therefore, based on the value attributes, the dividend discount model is attractive. The model though relies 

on input from many different sources making it time-consuming. Consequently, the dividend discount model 

does not necessarily exhibit attractive user attributes (Petersen & Plenborg, 2012, p. 213).  

Discounted cash flow model 

The undoubtedly most popular valuation model is the discounted cash flow (DCF). According to the model, 

only the free cash flows (FCFF) and weighted average cost of capital (WACC) affect the market value of a 

company. FCFF is considered a trustworthy measure, as it regardless of whether a cash outlet is counted as 

an expense or turned into an asset on the balance sheet tracks the money left for investors. The value of the 

company (EV) is determined by a forecast of FCFF in the forecast horizon and terminal period (through 

Gordon´s growth formula), which is discounted to present value by the WACC. FCFF is calculated using the 

following formula (Petersen & Plenborg, 2012, p. 216): 

 

Eq. 10.1                                                                
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Non-current liabilities are not part of either NWC or CAPEX, and are thus included as a separate element in 

calculating FCFF. Having estimated FCFF and WACC, the EV can be calculated through the two-stage 

model in the following formula (Petersen & Plenborg, 2012, p. 216): 

Eq. 10.2                   (  )  ∑
     

(      ) 
 
    

       

      
 

 

(      ) 
 

Economic value added model 

EVA represents the excess return on invested capital (ROIC – WACC). In other words, EVA shows a 

company´s value creation during a given time-period. The EVA is calculated using the following formula 

(Petersen & Plenborg, 2012, p. 220): 

Eq. 10.3              (                          ) 

According to the EVA model, the EV of a company is determined by the initial invested capital plus the 

present value of all future EVAs. The EVA model can also be specified as a two-stage model by the 

following formula (Petersen & Plenborg, 2012, p. 220): 

Eq. 10.4                   (  )                   ∑
    

(      ) 
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Critique of the present value approaches 

The critique of the present value approaches mainly relates to the fact that the models are only as good as its 

input assumptions. The models are especially sensitive to assumptions regarding perpetuity growth and 

discount rates. The forecasts and assumptions made in this thesis is based on comprehensive analysis and 

assumed to be credible. However, in order to enable the reader to make own assumptions, and to highlight 

the variability in estimated values, a sensitivity analysis of key input factors will be presented in Section 11. 

Aggregated DCF-valuation of Orkla BCG 

Through forecasting the key value drivers of Orkla BCG in Section 8, the future FCFFs of the respective 

BCG subsidiaries were derived. Discounting these forecasts, using the estimated WACC, to present value 

yields the aggregated EV of Orkla BCG, which is presented in Figure 68 below. It should be noted that the 

anticipated sale of Orkla Brands Russia end of year 2014, is accounted for through adding an estimate based 

on the book value. The valuation of the individual subsidiaries of Orkla BCG can be seen in Appendix A.37.  

Figure 68: DCF valuation - Aggregated EV of Orkla BCG  

 

Source: Authors´ own compilation. 

DCF model (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

FCFF 1,300 3,093 2,449 2,513 2,340

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

Discount Factor 0.93 0.87 0.81 0.75

PV FCFF 1,210 2,680 1,975 1,887

PV of FCFF (Forecast Period) 7,751 WACC 7.43 %

   Proceeds from sale of Orkla Brands Russia 605 TV growth 2.3 %

PV of FCFF (Terminal Period) 34,357

Estimated Enterprise Value 42,713
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Benchmarking DCF valuation with multiples 

Using the valuation multiples derived in the peer group analysis, the value derived from the DCF valuation 

of Orkla BCG can be benchmarked to a relative valuation approach. For all subsidiaries, except Orkla 

International, an EV/EBITA multiple is applied and multiplied by the EBITA contribution from each 

segment in 2013 to establish an appropriate EV. Since the EBITA contribution of International was negative 

in 2013, an EV / Sales multiple is applied instead and multiplied by the sales reported in 2013. Using this 

relative approach results in the estimated enterprise value presented in Figure 69: 

 

Figure 69: Multiple valuation – Aggregated EV of Orkla BCG  

 

Source: Authors’ own compilation. 

 

Comparing the estimated EV derived from the relative approach with the value obtained through the DCF 

valuation, reveals that the difference for Orkla BCG as a whole is small. This provides confidence that the 

DCF valuation yields a reliable EV estimate of Orkla BCG. However, it should be noted that the individual 

values of the subsidiaries exhibit greater variations. A waterfall comparing the differences is compiled in 

Figure 70. The largest absolute deviations are found in Foods and International.  

 

Figure 70: DCF-valuation versus Multiple-valuation 

 
          * International (DCF) includes proceeds from sale of Orkla Brands Russia 

Source: Authors’ own compilation.  

Multiple valuation EV Multiple x EBITA 2013 Sales 2013

(NOK million)

Orkla Foods 15,555 EV/EBITA 12.2 1,275 9,797

Orkla Confectionary and Snacks 10,025 EV/EBITA 14.7 682 4,755

Orkla Home & Personal 11,193 EV/EBITA 13.6 823 4,770

Orkla International 3,173 EV/Sales 1.2 -86 2,644

Orkla Food Ingredients 2,506 EV/EBITA 8.7 288 5,998

Estimated Enterprise Value 42,452
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10.2. Gränges and Sapa JV 

Today, Orkla’s engagement in aluminum is split in a JV with Norsk Hydro focusing on extrusion-based 

aluminum solutions and the spin-off Gränges, a supplier to the heat-exchanger industry (see Appendix A.5.  

for a more detailed description). Both companies have a global presence and are highly influenced by 

aluminum prices and general economic fluctuations. Sapa’s European business has been pressured on 

margins since the plunge in aluminum prices in 2009, while the American branch has delivered a more 

robust performance. The price development over the last ten years is illustrated below in Figure 71 and 

reveals that aluminum prices have been volatile: 

 

Figure 71: Development in aluminum prices over the last 10 years 

 

Source: Authors’ own compilation based on data from (Index Mundi, 2014c). 

 

10.2.1. Gränges 

In valuing Gränges, a multiple approach is utilized. The valuation multiple applied is based on the thorough 

peer analysis presented in Section 6.2 and Appendix A.19. For Gränges, Alcoa is seen as the most applicable 

peer, resulting in an EV/EBITA multiple of 11.9x. Due to the high cyclicality of the aluminum business, the 

authors have found an estimated average EBITA contribution from the segment over a cycle to be the most 

appropriate measure in valuing the business. Figure 72 presents Gränge’s revenue, EBITA and average 

EBITA over the last four years, pointing to an average EBITA of NOK 291 million: 

 

Figure 72: EBITA development and average EBITA for Gränges 

 

Source: Authors’ own compilation based on (Orkla ASA, 2013a; 2012a). 

 

 

Applying the EV/EBITA multiple of 11.9x and an average EBITA contribution of NOKm 291, Gränges has 

been estimated to an EV value of NOK 3,466 million. 

Gränges (NOKm) 2010 2011 2012 2013 Average

Operating Revenues 3,201 3,807 3,913 3,895 3,704

EBITA 340 179 309 337 291

EBITA margin 10.62% 4.70% 7.90% 8.65% 7.97%
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10.2.2. Sapa JV 

The Sapa JV is owned 50/50 by Orkla and Norsk Hydro. However, the companies contributed an uneven 

share of assets, resulting in compensation from Hydro to Orkla of NOK 1.8 billion at the JV’s establishment. 

Consequently, the sales generated by the assets Hydro contributed represented 42.7% of the sales of the 

combined company. Using the differences in sales as a proxy for value contributed, the cash compensation 

can be used to determine the EV of the combined company. The compensation of NOK 1.8 billion is divided 

by the difference in sales between the two companies (57.3% – 42.7% = 14.6%) to estimate the total EV of 

Sapa. As both companies are entitled to 50%, multiplying the EV by the ownership percentage yields an 

estimated transaction value of NOK 6,184 million, representing Orkla’s share of the EV in Sapa. The 

company was established September 13
th
 2013, based on an agreement disclosed in October 2012. This 

transaction price is thus relatively recent and assumed to be the most reliable measure of the value of the JV 

to Orkla. However, a sensitivity analysis is presented in Figure 73, showing the effect of Sapa’s value to 

Orkla at different multiples of the original value: 

 

Figure 73: Transaction value-bridge and sensitivity of the pricing of Sapa JV 

 
Source: Authors’ own compilation based on (Orkla ASA, 2011a; 2013a; Norsk Hydro, 2011). 

 

The JV agreement comprises a provision allowing each party to initiate an IPO process three years after 

closing. With Orkla’s intention of disposing non-core assets, an IPO at the end of the agreed period or a sale 

to Hydro on or before this date, seems likely. Sapa has initiated a restructuring process in relation to the 

newly established JV, aiming to realize NOK 1 billion in cost-synergies by the end of 2016 (Orkla ASA, 

2013a, p. 22). This would potentially lift the valuation of the company, as these synergies not are embedded 

in the transaction value. At this time however, synergies are not yet extracted. In addition, the aluminum 

business is highly dependent on economic fluctuations, which supports the use of a conservative estimate. 

Hence, the authors argue for the use of the original transaction value in deriving the EV of Sapa JV.  
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10.3. Hydro Power 

The Hydro Power subsidiary of Orkla is currently related to a run-of-the-river power plant in Sarpsfoss (0.59 

TWh) and Orkla´s 85% stake in AS Saudefaldene (1.81 TWh), which is a reservoir plant. The Sauda 

hydropower operations are regulated by a civil law lease agreement with Statkraft until 31
st
 December 2030. 

Orkla will then be compensated equivalent to the estimated residual value of new builds (around NOK 1.1 

billion) (Orkla ASA, 2013a, p. 117). The electricity prices in Norway are highly sensitive to changes in the 

weather, as over 90% of the electricity production in Norway is generated from hydropower plants (NVE, 

2012). Consequently, the level in water reservoirs and rivers are the primary drivers of electricity prices and 

thereby also the earnings of electricity-producers. As can be seen in Appendix A.42., the water reservoir 

level is highly cyclical. It is therefore assumed that an average of historical EBITA would yield a more 

representative figure in valuing the hydropower assets of Orkla.   

 

In 2009, Orkla sold off its power plants in Salten and Bremanger (1.5 TWh), which significantly reduced the 

total production capacity (Orkla ASA, 2009, p. 32). Figure 74 displays the financial performance of Orkla 

Hydro Power over the last nine years. It can be seen that the average EBITA from 2005 – 2009 were NOK 

778 million. In contrast, the average EBITA from 2010 – 2013 were NOK 215 million. It is assumed, with 

Orkla´s current hydropower assets, that the latter figure is a representative estimate of future EBITA 

contributions from this segment. 

Figure 74: EBITA-development of Hydro Power 

 

Source: Authors´ own compilation based on (Orkla ASA, Annual Reports 2003-2013). 

 

The EV/EBITA multiple of 13.2 applied in valuing Hydro Power derives from the peer group analysis, and 

relates to Hafslund and Fortum – both significant producers of hydropower electricity. Due to high 

cyclicality as emphasized above, the underlying profitability varies. Hence, although Hydro Power exhibits 

both higher growth and margins than the two competitors, the average multiple should be applicable. 

Consequently, this implies an EV of Hydro Power of NOK 2,838 million.  
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10.4. Other segments 

10.4.1. Jotun 

Jotun is a global player in the paint and coating sector, with the majority of shares held by the founding 

Gleditsch-family. Orkla holds 42.5% of the share capital, corresponding to 38.5% of the voting rights (Orkla 

ASA, 2013a). Although there is a small number of shares traded over-the-counter (OTC), the block holdings 

have been very stable and the stock is very illiquid. It could therefore be discussed whether the position in 

Jotun should be adjusted for an ‘illiquidity discount’, as selling the shares could prove difficult at market 

values. However, Jotun has showed steady performance over many years, leaving Orkla with no rush to exit 

their investment, even though Jotun is not considered part of the long-term strategy. In August 2011, Orkla 

actually submitted an offer to buy the remaining shares in Jotun for NOK 70 (Orkla ASA, 2011c). According 

to analysts though, the offer was more likely a stunt to reveal the value of the position rather than an actual 

intention to buy the remaining shares. 

 

In valuing Jotun, an EV/EBITA multiple of 12.7x is applied. The multiple is derived from the peer analysis, 

using the three peers considered most similar to Jotun’s financial performance. Jotun has grown steadily 

since the early 2000’s, increasing its EBITA by more than 150% over the last 10 years (Jotun, 2013). Hence, 

the authors find it most appropriate to value Jotun using the EBITA reported end-of-year 2013 (NOK 1,276 

million). In order to arrive at the EV applicable to Orkla of NOK 8,430 million, the total EV of Jotun is 

multiplied by Orkla’s share of the capital, equal to 42.5%. 

Figure 75: EBITA development at Jotun 

 

Source: Authors’ own compilation based on data from (Jotun, 2013; 2012; 2011). 

10.4.2. Share Portfolio 

Orkla has traditionally had substantial funds invested in the capital markets, with a share portfolio reaching a 

market value of more than NOK 21 billion in 2005 (Orkla ASA, 2005a). After the strategy shift in 2011, 

Orkla has gradually decreased its share holdings and at end-of-year 2013 the portfolio was valued at NOK 

1,051 million (Orkla ASA, 2013a). As the portfolio is marked-to-market, the market value is applied directly 

in the SOTP valuation. 

10.4.3. Real Estate and Other 

Orkla Eiendom (real estate) develops and sells real estate properties derived primarily from Orkla’s own 

operations. In 2013, Orkla disposed of a former joint venture with Fornebu Utvikling and acquired the 

properties of Drammensveien 149 and 151 – the company’s new, forthcoming headquarter in Oslo.  

Jotun (NOKm) 2010 2011 2012 2013 Average

Operating Revenues 9,767 10,659 11,351 12,034 10,953

EBITA 965 976 1,141 1,276 1,089

EBITA margin 9.88% 9.15% 10.05% 10.61% 9.92%
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In valuing ‘Real Estate and Other’, the book value of NOK 2.3 billion reported at end-of-year 2013 is used. 

As Orkla’s property transactions have been frequent and that significant value is tied to the newly acquired 

properties, book value should reflect market values and thus be a reliable measure of the segment’s value. 

10.4.4. HQ/Other Business 

The headquarters and administrative functions at Orkla are reported under ‘HQ/Other Business’. This is a 

segment that is difficult to appoint a value to. Nevertheless, this is naturally a necessary function implying a 

cost for the company, which will have a negative impact on the share price. In valuing this segment, a 

multiple approach was considered the most appropriate, essentially discounting the value of the segment’s 

future negative EBITA contribution. To arrive at an applicable multiple, the authors have applied a blended 

multiples approach, suggested by the financial resource site Macabacus (2014). 

 

The BCG segments are assumed to be an appropriate measure of what captures HQ resources. To assign 

applicable weights to each BCG segment, each segment is weighted by number of man-years. This weight is 

then multiplied by the EV/EBITA multiple found in the peer-analysis. The calculation is illustrated below: 

Figure 76: Blended multiple-calculation 

 

Source: Authors’ own compilation based on (Orkla ASA, 2013a; Datastream, 2014a). 

 

With an EV/EBITA multiple of 12.2x, the next step is to calculate an appropriate EBITA contribution from 

the ‘HQ/Other Business’. When a company grows, one argument is that synergies allow HQ-costs in 

proportion to the business as a whole to decrease. Looking at the EBITA contribution of Orkla, the EBITA 

grew up until a point where synergies were realized. However, the negative EBITA contribution has grown 

since. The authors argue that the EBITA contribution should be regarded over a cycle and is thus calculated 

using the average of the past 8 years. This yields an average of NOK 308 million, illustrated in Figure 77. 

 

Figure 77: EBITA development of HQ/Other Business 

 

Source: Authors’ own compilation based on segment data from (Orkla ASA Annual Reports ’06 – ’13). 

  

Subsidiary # of man-years 2013 EV/EBITA Weighted

Orkla Foods 4,083 12.2 3.2

Orkla Confectionary & Snacks 2,247 14.7 2.1

Orkla Home & Personal 1,738 13.6 1.5

Orkla International 4,957 12.2 3.9

Orkla Food Ingredients 2,366 8.7 1.3

BCG Total 15,391

Blended 'HQ/Other Business' Multiple 12.2

HQ/Other Business 2006 2007 2008 2009 2010 2011 2012 2013 Average

EBITA 199 262 322 352 333 288 340 366 308
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10.5. SOTP Valuation 

After establishing a valuation approach to each individual segment of Orkla, the following section presents a 

comprehensive SOTP analysis. Figure 78 shows the estimated EV of each segment and consequently the 

total EV for Orkla, yielding the SOTP value of Orkla’s equity after subtracting NIBD and minority 

interests
11

. This ultimately results in a theoretical share price for Orkla as of March 20
th
 2014 and an implied 

discount to the stock’s closing price that day. 

Figure 78: SOTP valuation of Orkla ASA 

 
Source: Authors’ own compilation. 

Consequently, the SOTP results in a theoretical share price of NOK 52.50, implying a discount of 8.7% 

compared to the corresponding market price at March 20
th
 2014.  

                                                      

11 Minority interests are investments from outside investors in Orkla companies, implying that some portion of the total value of Orkla is not 

applicable to Orkla shareholders. These minority interests are deducted based on the reported book value reported in the Annual Report 2013, as 

suggested by Damodaran (2009, p. 12). 

SOTP Valuation (NOK million) EV EV / share x Method Sales 2013 EBITA 2013

Orkla Foods 15,555 18,207 17.97 12.2 DCF 9,797 1,275

Orkla Confectionary and Snacks 10,025 9,199 9.08 14.7 DCF 4,755 682

Orkla Home & Personal 11,193 11,409 11.26 13.6 DCF 4,770 823

Orkla Food Ingredients 2,506 1,879 1.85 8.7 DCF 5,998 288

Orkla International 3,173 1,414 1.40 1.2 DCF 2,644 -86

   Proceeds from sale of Orkla Brands Russia 605 0.60 Book Value

Orkla Branded Consumer Goods 42,713 42.15

42,452

Gränges (HT) 3,466 3.42 11.9 EV/EBITA 291

Sapa JV (50/50) 6,184 6.10 1 Transaction Value

Sapa 9,650 9.52

Hydro Power, Sauda

Hydro Power, Borregaard

Hydro Power 2,838 2.80 13.2 EV/EBITA 215

Total EV (production/industry assets) 55,201 54.48

Jotun 8,430 8.32 12.7 EV/EBITA 1,562

Share Portfolio 1,051 1.04 Market value

Real Estate and Other 2,300 2.27 Book value

HQ/Other business -3,750 -3.70 12.2 EV/EBITA -308

Total EBITA (non-production/industry assets) 8,031 7.93

Total EV 63,232 62.40

Minority interests -301 -0.30 Book value

Net-interest-bearing debt (NIBD) -10,567 -10.43

SOTP Value of Equity Orkla Group 52,364

Shares Outstanding 1,013

Theoretical Share Price 31.12.2013 51.68

Theoretical Share Price 20.03.2014 52.50

Current Share Price 20.03.2014 48.30

Discount/Premium -8.71%
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11. Sensitivity Analysis 

A share price valuation, be it using a DCF- or multiple-approach, is not any better than its assumptions. The 

authors have therefore tried to minimize the risk of miscalculations and misconceptions regarding underlying 

assumptions through thorough analyses. Moreover, a relatively conservative approach has been the guiding 

principle in the forecasting section. However, even though the authors are confident with the approaches, it 

must be acknowledged that the conclusions in this thesis regarding the existence- and magnitude of a 

conglomerate discount depend on a precise valuation of Orkla’s different business segments. The following 

section therefore allows the reader to make own assumptions. 

 

11.1. WACC and Perpetuity Growth Rates 

In terms of valuing the BCG divisions of Orkla, the WACC and the perpetuity growth rates applied are the 

most critical assumptions. Hence, the authors have been systematic and strived to be as objective as possible 

in deriving both measures. Based on the WACC and perpetuity growth rates applied in the SOTP, about 80% 

of the total EV relates to the terminal period. Given the relatively short forecasting period due to the maturity 

of the BCG segment, this is however assumed to be reasonable. Regarding the WACC calculation, the beta is 

the single input that exhibited most variation dependent on which method of estimation that was applied, and 

the authors argued for the application of an industry-average. Using instead the beta found from a 

comparable analysis of relevant peers, this would have yielded a lower WACC that in turn would have 

increased the valuation, implying an even more significant discount.  

 

Figure 79 shows what the stock price would have been under different WACC- and growth assumptions. 

Note that the perpetuity growth is a weighted average of the perpetuity growth rates applied to each BCG 

business segment based on the weighted split applicable in the base case-scenario. In the most extreme cases, 

the stock price varies between NOK 44.04 – 71.28. However, the range found using more narrow deviations 

(the base case) results in a stock price of NOK 49.06 – 56.93, which implies a discount of 1.6% - 17.9%. 

 

Figure 79: Stock price sensitivity* to changes in WACC and weighted perpetuity growth across BCG 

 

* The sensitivity range is based on intervals of 0.33%-points up and down from the WACC and perpetuity growth rate, respectively. 

Source: Authors’ own compilation. 

  

Perpetuity Growth

WACC 52.50 1.3% 1.7% 2.0% 2.31% 2.6% 3.0% 3.3%

6.4 % 57.08 58.63 60.41 62.47 64.89 67.78 71.28

6.8 % 54.25 55.53 56.98 58.65 60.59 62.87 65.58

7.1 % 51.74 52.80 54.00 55.37 56.93 58.75 60.88

7.43 % 49.50 50.39 51.38 52.50 53.78 55.25 56.94

7.8 % 47.49 48.24 49.06 49.99 51.04 52.22 53.59

8.1 % 45.68 46.31 47.00 47.76 48.62 49.59 50.70

8.4 % 44.04 44.56 45.14 45.78 46.49 47.28 48.18
Pessemistic

Pessimistic Base Optimistic

Optimistic

Base
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Hypothetically, in case the WACC had been higher, the discount found could be eroded entirely. That is, 

applying a WACC of ~8%, the authors would not have found evidence for the existence of a conglomerate 

discount. However, it is not considered realistic that the WACC should be higher than the current estimate, 

taken into consideration the capital structure of the company. Since Orkla is currently financed with ~80% 

equity and ~20% debt, there is limited opportunity to increase the equity-to-debt ratio. Consequently, the 

company is more likely to increase the amount of debt and thus benefit from a decreased WACC. 

 

11.2. Deviations in the Values of Non-Core and Other Assets 

With the BCG segment contributing with approximately 70% of the total EV value in the SOTP, this is by 

far the most important segment for the value of the Orkla stock. However, miscalculating the value of the 

non-core assets could potentially alter the valuation of Orkla. 

 

However, although the authors may have miscalculated the values of non-core assets, a scenario where all 

assets appear to be either under- or overvalued seems unlikely. Figure 80 below shows how a given discount 

or premium (in % to the EV value found in the SOTP) of each non-core asset alters the overall valuation. It 

is evident that even if all individual assets are miscalculated by as much as ±15% to the EV value estimated, 

this will not substantially change the overall valuation.  

 

Figure 80: Stock price sensitivity from changes in valuation of non-core assets 

 
Source: Authors’ own compilation. 

 

 

The majority of the non-core value relates to the aluminum subsidiaries. The value applied to Gränges relies 

on Alcoa as the only representative peer. For Sapa JV, the value is based on the historical transaction value. 

This value could have changed and the potential synergies identified can alter the underlying value. 

Moreover, both aluminum subsidiaries are subject to market volatility. An improvement in the market for 

aluminum products, especially in Europe, which has struggled, could significantly alter the valuation of both 

Gränges and Sapa JV.  

  

∆ Valuation (non-core)

-15% -10% -5% +5% +10% +15%

Gränges (HT) 51.98 52.16 52.33 52.50 52.68 52.85 53.03

Sapa JV (50/50) 51.57 51.88 52.19 52.50 52.81 53.12 53.43

Hydro Power 52.08 52.22 52.36 52.50 52.65 52.79 52.93

Jotun 51.24 51.66 52.08 52.50 52.93 53.35 53.77

SUM 49.36 50.41 51.46 52.50 53.55 54.60 55.65

Pessimistic Base Optimistic
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On the other hand, both Gränges and Sapa JV are potential IPO candidates, which make Orkla reliant on an 

attractive IPO-market when these processes are initiated. Although Orkla does not have an immediate rush in 

selling off its non-core assets, ownership of these are not aligned with the company’s strategy. Hence, if 

market conditions are not in Orkla’s favor over the next 1-3 years, the company could potentially end up in a 

situation where they would have to sell off non-core assets at unsatisfactory prices. 

 

Moreover, the EBITA-contribution of the hydropower assets of Orkla is dependent upon the water-level in 

reservoirs and rivers. However, applying an average EBITA should reflect a representative measure of the 

contribution over a business-cycle. 

 

Regarding Jotun, it could be discussed whether a liquidity discount should be applied to the valuation of 

Orkla’s position. Some analysts refer to the Jotun holdings as ‘stranded values’, emphasizing that liquidating 

the position can prove difficult (Sivertsen, 2014). With the Gleditsch-family as the majority blockholder, 

apparently unable to buy Orkla out, selling off the whole block of 42.5% is potentially difficult. 

 

Overall, the authors are confident in the SOTP value assigned to the Orkla stock. Although deviations in the 

value of individual segments to their true underlying value may apply, it is unlikely that they will all pull in 

the same direction, making the range in which the stock price may deviate relatively narrow.  
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12. Discussion of the Conglomerate Discount Phenomenon 

The relevance of the conglomerate discount phenomenon was established through Section 2, covering the 

effect of corporate diversification. Moreover, the SOTP valuation provided evidence of the Orkla stock being 

traded at a conglomerate discount relative to the market price at March 20
th
 2014. 

  

The fact that the authors find evidence of the Orkla stock still being traded at a conglomerate discount 

implies an upside-potential for investors, which is unrelated to the general performance of the company. 

Hence, a marginal investor could invest in the stock at the valuation date and benefit from a gradually 

dissolving discount. Based on the sensitivity analysis, it should however be noted that changes in key inputs 

can alter the valuation and hence the evidence of the Orkla stock being traded at a conglomerate discount. 

The implied discount from the estimated share price of 8.7% is clearly below the historical average of 25% 

(see Figure 4). Consequently, it seems like the market, to some extent, has incorporated the fact that Orkla is 

in the process of going from a conglomerate structure to a single-business firm.  

 

However, one critical question remains unanswered; at what point should investors fully shift from valuing 

the company as a conglomerate to valuing it solely as a single-business firm with ‘assets held for sale’? 

 

The immediate reaction to the announcement of the strategy-shift was a positive increase of about 10% at 

closing price that day. Moreover, in pace with the company implementing the new strategic direction, there 

was a steady upward trend in the share price, which could indicate that the investors have been gradually 

decreasing the discount in their valuation of the stock (see Appendix A.8.). However, from one point of 

view, the efficient market hypothesis (EMH) should induce that the discount was dissolved the moment the 

new strategy was publicly announced. The EMH implies that financial markets effectively incorporate and 

reflect all relevant information (Fama, 1970). Hence, the 10% share price increase seen at September 14
th
 

2011, should have equaled the actual conglomerate discount applied by investors up until this point.  

 

On the other hand, there are several arguments as to why the discount should not dissolve immediately and 

rather gradually decline. One explanation could relate to the post-announcement drift phenomenon (Ball & 

Brown, 1968). The research on this field covers the effect of earnings-announcements, which shows that 

investors typically under-react and rather gradually incorporates the announcement. Nevertheless, it could be 

interesting whether a similar type of phenomenon applies to announcements of other corporate events, such 

as a change in corporate structure. However, what seems to be the primary argument as to why the discount 

has not yet dissolved, relates to the fact that the company is still partly structured as a conglomerate. 

Consequently, lack of transparency for investors and exposure to unwanted industries, in addition to 

uncertainty regarding the timing and transaction price of divestments, should imply that investors would still 

apply a conglomerate discount in their valuation. 
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As the concept of a conglomerate discount is relatively straightforward, the authors expected that there was 

more consistency among practitioners as to how the discount should be incorporated into a valuation. Since 

the financial analysts apply different interpretations and approaches, it would be fair to assume that this also 

applies to investors in general. Hence, some investors might treat the discount as immediately dissolved after 

the announcement, while others might gradually reduce the discount in pace with the execution of the new 

strategy. This could serve as another argument as to why there still could be a conglomerate discount 

associated with the stock.  

 

Moreover, there are multiple ways as to how investors can incorporate the discount into their valuation. One 

possible way to interpret the discount is that equity investors require a higher rate of return than what the 

CAPM predicts, given the systematic risk. This would lead to an increased discount rate and thus a reduced 

stock price valuation. The increased required return could take the form of either lower valuation multiples 

(if using a relative approach) or a decreased present value of cash flows (in the case of a DCF approach). The 

excess value, between the market price and the theoretical stock price predicted by CAPM, represents an 

abnormal return to potential investors solely related to the magnitude of the discount, as illustrated in 

Appendix A.43.  

 

In addition, one could argue that the conglomerate discount is reflected in investors’ cash flow predictions 

when valuing the Orkla stock. Meaning that instead of adjusting the required rate of return, investors 

discount the cash flow directly, due to uncertainty or lack of transparency related to the conglomerate 

structure. In the case of Orkla, accounting information and level of segregation is relatively high. Hence, the 

authors find it more likely that investors incorporate a conglomerate discount through the required return. 

 

In general, the implications of a dissolving conglomerate discount may be viewed in two perspectives. As 

presented above, in the perspective of a ‘marginal investor’, investors with a sufficient investment horizon 

could take advantage of a gradually dissolving discount. Moreover, in the perspective of large institutions or 

PE companies, conglomerates should represent a highly attractive takeover-candidate, as the conglomerate 

discount, to some degree, could offset the control premium usually associated with acquiring the control of a 

company. The reason for this is that splitting up the conglomerate will allow the buyer to benefit from a 

dissolved discount. Lastly, it should be noted that the discount could already be completely dissolved, 

implying that the authors have estimated the underlying value of Orkla to be higher than the general 

perception of the stock market. This would suggest that there exists a potential upside to the stock price 

based on the expected performance of Orkla. Either way, the authors expect a stock price increase.  
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13. Conclusion 

Historically, the Orkla share price has traded at a conglomerate discount relative to the SOTP valuation of 

financial analysts. The recent shift in strategic direction, restructuring the company from a conglomerate 

towards a pure BCG player, entails that the discount should have diminished or dissolved completely. 

Therefore, the main objective of this thesis has been to provide a credible estimate of the share price of Orkla 

ASA, as of March 20
th
 2014, to determine whether there is evidence of the company´s stock still being traded 

at a conglomerate discount. Based on a fundamental analysis leading up to the sum-of-the-parts valuation, 

the authors estimated the theoretical share price to be NOK 52.50. Compared to the market price at March 

20
th
 of NOK 48.30, this indicates a conglomerate discount of 8.7%. 

 

Before investigating the existence of a conglomerate discount, it was necessary to establish a thorough 

understanding of the nature of the phenomenon and to assess its relevance in relation to Orkla. In general, 

there seems to be theoretical rationales for being structured as a conglomerate, like benefits of an internal 

capital market and reduced income volatility. Empirical evidence, however, suggests that corporate 

diversification generally has a negative effect on relative firm value. The same result was found when 

analyzing the effect of corporate diversification in the Nordic market. Hence, conglomerates seem to be 

traded at a discount compared to the entities on a stand-alone basis. Overall, it seems like investors would 

rather assemble their own portfolio of assets than paying for the corporate diversification. This seems to be 

due to lack of transparency and unwanted exposure to certain industries, and that the conglomerate structure 

can result in inefficiencies and difficulties in coping with different business segments. In addition, 

conglomeration could be attributed to management’s empire building, impairing shareholder value. 

 

From interviews with financial analysts, it was evident that the conglomerate structure allowed Orkla to seize 

valuable investment opportunities in the 80s-90s, through operating an internal capital market when there 

was restricted access to capital. However, this rationale has diminished in pace with a more mature market, 

with easier access to capital. Moreover, they pointed to the fact that the discount has gradually declined. It 

was, however, rather surprising that there seems to be misconceptions about the nature of a conglomerate 

discount and how it theoretically should be applied in the valuation. For example, one analyst argued for the 

existence of a conglomerate discount of about 10%, while another did not consider a discount at all. 

 

In conducting the SOTP valuation, the authors valued the BCG segment using a fundamental analysis 

covering both external and internal factors affecting Orkla BCG and the industry. The analysis of external 

factors revealed a slightly positive outlook of the macroeconomic factors, where increased consumer 

spending was identified as the primary driver. Moreover, global trends for healthy and ‘on-the-go’ foods will 

likely provide growth opportunities, but also impose increased consumer requirements.  
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In terms of industry dynamics, the company is pressured by an increasingly concentrated retail sector, with 

private label products becoming a growing threat. Although the industry is competitive and highly saturated, 

Orkla holds strong brands enjoying significant loyalty in the Nordics, which may offset some of the industry 

pressure. The authors, though, expect that the combined level of rivalry in the BCG industry will influence 

the opportunities for organic growth negatively, in Orkla BCG’s main markets. 

 

In this competitive market, Orkla’s experience and local consumer insights, in combination with a strong 

ability to generate product innovations, are regarded as sources of sustainable competitive advantage. These 

capabilities are expected to influence the organic growth positively and also provide Orkla with negotiation 

leverage against a dominant retail sector. Moreover, the RMS-analysis revealed that, although Orkla holds 

several strong positions, there is still growth potential in attractive categories.  

 

The financial performance of Orkla BCG has suffered over the last years due to the heavy restructuring 

process and has lagged behind international comparable companies. In pace with shifted focus towards 

operational excellence, the financial performance is expected to gradually improve and to reach comparable 

levels to 2012. This is mainly due to cost-synergies related to the merger of several subsidiaries, and the 

expected divestment of Orkla Brands Russia. Although the profitability has been unsatisfying, Orkla enjoys a 

strong financial position with low liquidity and financial risk. 

 

In sum, the expected outlook for the BCG segment is slightly positive. The tough market conditions are 

somewhat offset by regained operational focus, with an increased rate of product innovation as the main 

driver of revenue growth, and realized cost synergies to improve pressured margins. 

 

Finally, the SOTP valuation combined the value of the BCG segment and non-core assets. The forecasted 

cash flows of the BCG subsidiaries were discounted using an estimated WACC of 7.34%, while non-core 

assets were valued using trading-multiples derived from a comprehensive peer group analysis. Consequently, 

the share price, as of March 20
th
 2014, was estimated to NOK 52.50.  

 

Compared to the market price of NOK 48.30 at the valuation date, this implies evidence of a conglomerate 

discount of 8.7%. The authors acknowledge that the evidence relies on the robustness of the assumptions 

regarding critical input factors, such as the WACC and perpetuity growth rate. However, the authors found 

solid arguments supporting that the conglomerate discount has not completely dissolved. Consequently, the 

evidence of a conglomerate discount implies that an investor could take advantage of the upside from a 

dissolving discount. From an investor perspective, the discount stems from a disadvantageous corporate 

structure and is hence unrelated to general firm performance. In pace with the streamlining of the company, 

the conglomerate discount has gradually diminished and is expected to completely disappear as Orkla 

transitions into a single-business firm. 



The Thesis in Perspective 

Page 118 of 251 

 

14. The Thesis in Perspective 

In writing this thesis, the authors encountered especially one interesting research question, which seems to be 

relatively unexploited; when does the conglomerate discount dissolve? The authors are aware of the efficient 

market hypothesis and that this theory would suggest that the discount should evaporate immediately after a 

conglomerate announces that it plans to restructure into a single-business firm. However, the authors find 

several arguments as to why the discount should rather gradually diminish. Due to the opposing arguments 

regarding when the discount should dissolve, further empirical research is encouraged.    

 

Moreover, the authors find it rather surprising that there seems to be no universal understanding among 

financial analysts about the conglomerate discount phenomenon and how to incorporate it into the valuation. 

In the interviews, some analysts argued that the discount was dissolved and some argued that it had only 

diminished. Additionally, they accounted for the discount differently. The uncertainty among financial 

analysts indicates that the same applies to the stock market in general. Hence, lack of a common practice 

regarding the conglomerate discount phenomenon reveals that there should be investment opportunities 

associated with conglomerate companies, especially in the case of a change in corporate structure. 

 

In order to exemplify why this is highly interesting, let us use another example of a conglomerate being 

traded at a significant discount. Financial analysts in general find that the Norwegian investment 

conglomerate, Aker ASA, is traded at a discount of ~40% relative to SOTP (NAV) value (Yggeseth, 2014; 

Mathisen, 2013). Hence, should Aker suddenly announce a shift in strategic direction, going from a 

conglomerate to a single-business firm, it would be very interesting whether the discount is likely to 

evaporate immediately or gradually diminish in pace with the transition. Especially if the latter is the case, 

the dissolving discount offers a huge upside potential, unrelated to general firm performance. 

 

In terms of the methodology of the thesis, the authors could have conducted a more comprehensive analysis 

on the non-core segments. This could potentially have altered some of the estimated values. However, 

through the sensitivity analysis it was evident that firm value is relatively unaffected by changes in the value 

of non-core assets. Additionally, as the non-core assets are to be divested within a short period of time and 

the core-business going forward is the BCG segment, the authors are confident with the method applied. 

As a final remark, it should be noted that after the valuation date (March 20
th
 2014) and up to the time of 

writing (May 1
st
 2014), the Orkla stock has increased from NOK 48.30 to NOK 51.57 (adjusted for a 

dividend payment of NOK 2.50 at April 11
th
 2014). Estimating the theoretical share price instead at May 1

st
 

2014, effectively extending the projection using the WACC, this yields an estimated share price of NOK 

52.80. That is, since the time of valuation, the discount has almost eroded entirely based on the authors’ 

assessment of the stock price. There have been no significant events other than the general assembly during 

this time, indicating that the market is gradually altering their view of the magnitude of the discount. 



   

                                                                   Page 119 of 251 

 

  



References 

Page 120 of 251 

 

References 

Aftenposten. (2012, May 02). Sparket sjef: Orkla lekker. Retrieved January 23, 2014, from 

http://www.aftenposten.no/okonomi/innland/Sparket-sjef-Orkla-lekker-6818632.html 

Agrawal, A., Jaffe, J., & Mandelker, G. (1992). Post-merger Performance of Acquiring Firms: A Re-examination of 

An Anomaly. Journal of Finance, 1605-1621. 

Aschehoug, H. (2014, January 27). Uninspiring Quarter Expected. Equity Research - Orkla ASA. DNB Markets. 

Ball, R., & Brown, P. (1968). An Empirical Evaluation of Accounting Income Numbers. Journal of Accounting 

Reserach, 159-178. 

Barney, J. B. (1991). Firm Resources and Sustainable Competitive Advantage. Journal of Management, 99-120. 

Barney, J. B., & Hesterly, W. S. (2006). Strategic Management and Competitive Advantages. Prentice-Hall. 

Becker, C. L., & Kristiansen, M. I. (2013, May 1). Orkla helt ute av REC. Retrieved February 7, 2014, from Dagens 

Næringsliv: http://www.dn.no/forsiden/borsMarked/article2606288.ece 

Bennedsen, M., & Nielsen, K. M. (2010). Incentive and Entrenchment Effects in European Ownership. Journal of 

Banking & Finance. 

Berger, P. G., & Ofek, E. (1995). Diversification's Effect On Firm Value. Journal of Financial Economics, 39-65. 

Blume, M. (1975). Betas and Their Regression Tendencies. Journal of Finance, 1-10. 

Booz & Company. (2012). E-Commerce and Consumer Goods: A Strategy for Omnichannel Success.  

Campa, J. M., & Kedia, S. (2002). Explaining the Diversification Discount. The Journal of Finance, 4, 1731-1762. 

Canica AS. (2014). About Canica. Retrieved January 22, 2014, from http://www.canica.no/canica_english.html 

Chatterjee, I. E. (2010). The Decade Ahead: Trends That Will Shape the Consumer Goods Industry. McKinsey & Co. 

Chivers, T. (2012, January 31). The New Green Revolution That Will Feed the World. Retrieved February 24, 2014, 

from http://blogs.telegraph.co.uk/news/tomchiversscience/100133700/the-new-green-revolution-that-will-feed-the-

world/ 

Chung, K. H., & Pruitt, S. W. (1994). A Simple Approximation of Tobin's q. Financial Management, 70-74. 

Chung, P., Herb, J., & Schill, M. (2004). Asset Pricing When Returns Are Non-Normal. Journal of Business. 

Clyde & Co. (2013). M&A Activity: A Global Overview 2009-2013. 

Coles, J. L., Naveen, D. D., & Naceen, L. (2008). Boards: Does One Size Fit All? Journal of Financial Economics, 

329-356. 

Country Economy. (2014). Credit Rating. Retrieved February 2014, from http://countryeconomy.com/ratings/norway 

Dagens Næringsliv. (2012, May 03). Korsvold er skreddersydd til oppgaven. Retrieved January 23, 2014, from 

http://www.dn.no/forsiden/borsMarked/article2387010.ece 

Damodaran, A. (2006). Valuation Approaches and Metrics - A Survey of the Theory and Evidence. Stern School of 

Business. 

Damodaran, A. (2008). What is the Risk-Free Rate? A Search for the Basic Building Block. Stern School of Business. 

Damodaran, A. (2009). The Octopus: Valuing Multi-business, Multi-national Companies. Stern School of Business. 

Damodaran, A. (2011). Equity Risk Premium (ERP) : Determinants, Estimation and Implications. Stern School of 

Business. 

Damodaran, A. (2014, January 01). The Data Page. Retrieved March 15, 2014, from Damodaran Online: 

http://pages.stern.nyu.edu/~adamodar/ 

Datastream. (2014a, March 20). Company Financials. Retrieved March 20, 2014, from Institutional Brokers' Estimate 

System. 



References   

                                                                   Page 121 of 251 

 

Datastream. (2014b, February 11). Orkla Share Price. Retrieved February 11, 2014, from Datastream. 

Deloitte. (2012). Global Powers of the Consumer Products Industry. Deloitte Global Services Limited. 

E24.no. (2013, May 14). Tvinger sjefer ut av Orkla-konsernet. Retrieved January 23, 2014, from http://e24.no/boers-

og-finans/sjefer-gaar-i-orkla-konsernet/20368927 

EFTA. (2014, February 17). EEA Agreement. Retrieved February 17, 2014, from About EFTA: 

http://www.efta.int/eea/eea-agreement 

European Commission. (2013). The European Union Explained: Trade. Brussels: European Commission. 

European Commission. (2014, February 20). What is the Common Customs Tariff? Retrieved February 20, 2014, from 

Taxation and Customs Union: 

http://ec.europa.eu/taxation_customs/customs/customs_duties/tariff_aspects/index_en.htm 

European Union. (2007, April 25). Authorised Food Additives. Retrieved February 19, 2014, from Summaries of EU 

Legislation: http://europa.eu/legislation_summaries/other/l21067_en.htm 

EY. (2011). Consumer Products. Retrieved January 22, 2014, from http://www.ey.dk/GL/en/Industries/Consumer-

Products/Eleven-risks-for-consumer-products-companies 

EY. (2013). US GAAP versus IFRS.  

Fama, E. (1970). Efficient Capital Markets: A Review of Theory and Empirical Work. The Journal of Finance. 

Fama, E., & French, K. (1996). Multifactor Explanations of Asset Pricing Anomalies. Journal of Finance. 

Fernández, P. (2009). Market Risk Premium Used in 2008 by Professors. IESE Business School. 

Fernández, P. (2013). Market Risk Premium and Risk Free Rate used for 51 countries in 2013. IESE Business School. 

French Institute of Demographic Studies. (2013). Population. Ined. 

Galante, N., López, E. G., & Monroe, S. (2013). The Future of Online Grocery in Europe. McKinsey & Co. 

Gordon, M. J. (1962). The Investment, Financing, and Valuation of the Corporation. 

Graham, J. R., Lemmon, M. L., & Wolf, J. G. (2002). Does Corporate Diversification Destroy Value? The Journal of 

Finance, 695-720. 

Greenwald, B., & Kahn, J. (2005). Competition Demystified. Penguin Group Inc. 

Halldén, D. (2014, February 6). The 3 Stage Process is Now Closer to Starting Stage 2. Equity Research - Orkla ASA. 

UBS. 

Haugan, B. (2012, May 1). Hagens høyre hånd Orkla-favoritt. Retrieved February 11, 2014, from E24.no: 

http://e24.no/boers-og-finans/hagens-hoeyre-haand-orkla-favoritt/20199332 

Helse- og Omsorgsdepartementet. (2013, Feburary 2). Genmodifisert mat. Retrieved February 19, 2014, from 

Regjeringen.no: http://www.regjeringen.no/nb/dep/hod/tema/folkehelse/genmodifisering.html?id=426441 

Holderness, C. G. (2003, April). Survey of Blockholders & Corporate Control. FRBNY Economic Policy Review. 

Høyre. (2013, September 2). Hva mener Høyre om landbruk. Retrieved February 18, 2014, from 

http://www.hoyre.no/www/politikk/hva_mener_hoyre_om/arbeids-_og_naringsliv/landbruk/ 

IASB. (2004). International Accounting Standard 36.  

IMF. (2013). World Economic Outlook.  

Index Mundi. (2014a, February 18). Commodity Price Indices. Retrieved February 18, 2014, from Food and Beverage 

Price Index: http://www.indexmundi.com/commodities/?commodity=food-and-beverage-price-index&months=120 

Index Mundi. (2014b, February 18). Commodity Price Indices. Retrieved February 18, 2014, from Agricultural Raw 

Material Index: http://www.indexmundi.com/commodities/?commodity=agricultural-raw-materials-price-

index&months=120 



References 

Page 122 of 251 

 

Index Mundi. (2014c, March 16). Commodity Price Indices. Retrieved March 16, 2014, from Aluminium Monthly 

Prices: http://www.indexmundi.com/commodities/?commodity=aluminum&months=120 

International Food Information Counsil. (2010, June 29). Food Ingredients & Colors. Retrieved February 19, 2014, 

from http://www.foodinsight.org/Resources/Detail.aspx?topic=Food_Ingredients_Colors 

Jilla, C., Bloch, N., & Vishwanath, V. (2006). Route to a Brand's Best Strategy. Bain & Company. 

Johansson, D. (2014, February 7). Another Weak Quarter, But With Some Rays of Light. Equity Research - Orkla 

ASA. Fondsfinans. 

Jørgensen, K. K. (2010, April 6). Prisforskjell på Grandiosa - i samme butikk. Retrieved February 18, 2014, from 

NRK: http://www.nrk.no/livsstil/prisforskjell-pa-grandiosa-1.7067685 

Jotun. (2011). Annual Report.  

Jotun. (2012). Annual Report.  

Jotun. (2013). Annual Report.  

Jotun. (2014). About Jotun. Retrieved January 21, 2014, from http://www.jotun.com/no/en/corporate/about-jotun/ 

Kellogg's. (2008 - 2013). Annual Report.  

Khan, Z. A., Yahya, F., Naumann, M., & Farooq, A. (2013). The Association and Impact of Inflation and Population 

Growth on GDP. Interdisciplinary Journal of Contemporary Research in Business, 903-910. 

Klein, P. G., & Lien, L. B. (2009). Diversification, Industry Structure, and Firm Strategy: An Organizational 

Economics Perspective. Advances in Strategy Management, Volume 26, 289-312. 

Koller, T., Goedgart, M., & Wessels, D. (2010). Valuation (5th ed.). McKinsey & Co. 

KPMG. (2014, March 19). Tax Rates Online. Retrieved March 19, 2014, from Tax Tools & Resources: 

http://www.kpmg.com/Global/en/services/Tax/tax-tools-and-resources/Pages/tax-rates-online.aspx 

Lang, L. H., & Stulz, R. M. (1994). Tobin's q, Corporate Diversification, and Firm Performance. Journal of Political 

Economy, 1248-1280. 

Larkin, P. (2011). To Iterate or Not to Iterate? Using WACC in Equity Valuation. Journal of Business and Economics 

Research, 29-34. 

Lewellen, W. G. (1971). A Pure Financial Rationale for the Conglomerate Merger. Journal of Finance, 521-537. 

Lindenberg, E. B., & Ross, S. A. (1981). Tobin's q Ratio and Industrial Organization. Journal of Business, 1-32. 

Lins, K., & Servaes, H. (1999). International Evidence on the Value of Corporate Diversification. The Journal of 

Finance, 2215-2239. 

Lintner, J. (1965). The Valuation of Risk Assets and the Selection of Risky Investments in Stock Portfolios and 

Capital Budgets. Review of Economics and Statistics. 

Macabacus. (2014, March 30). Sum-of-the-Part-Analysis. Retrieved March 30, 2014, from Valuation: 

https://www.macabacus.com/valuation/sotp 

Mathisen, E. R. (2013). NAV discount of c40%. Equity Research - Aker ASA. DNB Markets. 

Matsusaka, J. G. (1993). Takeover Motives During the Conglomerate Merger Wave. The RAND Journal of 

Economics, 375-379. 

Mauer, T. (2014, February 7). Better Than First Glance, New CEO. Equity Research - Orkla ASA. RS Platou Markets. 

Miles, J. A., & Ezzell, J. R. (1980). The Weighted Average Cost of Capital, Perfect Capital Markets and Project Life: 

A Clarification. The Journal of Financial and Quantitative Analysis. 

Ministeriet for Fødevarer, Landbrug og Fiskeri. (2014, January 24). GMO. Retrieved February 19, 2014, from 

FVM.dk: http://fvm.dk/foedevarer/indsatsomraader/foedevaresikkerhed/gmo/ 

Modigliani, F., & Miller, M. (1963). Corporate Income Taxes and the Cost of Capital. American Economic Review. 



References   

                                                                   Page 123 of 251 

 

Morck, A., Shleifer, A., & Vishny, R. (1990). Do Managerial Motives Drive Bad Acquisitions? Journal of Finance, 

31-48. 

Morgan Stanley. (2014, March 20). Morgan Stanley Capital International. Retrieved from Indexes: 

http://www.msci.com/products/indexes/ 

MSCI. (2014, March 01). Indexes. Retrieved March 01, 2014, from http://www.msci.com/ 

Nestlé. (2008 - 2013). Annual Report.  

Nielsen. (2009). Global Consumer Confidence, Concerns and Spending.  

Nielsen. (2010, August 30). Global Trends in Healthy Living. Retrieved February 21, 2014, from Nielsen Reports: 

http://www.nielsen.com/us/en/newswire/2010/global-trends-in-healthy-eating.html 

Nielsen. (2012). Battle of the Bulge & Nutrition Labels: Global Trends in Healthy Eating.  

Nielsen. (2013). Consumer Confidence, Concerns and Spending Intentions around the World.  

Nøkkelhullsmerket. (2012, October 10). Information About the Keyhole Symbol. Retrieved February 21, 2014, from 

http://www.nokkelhullsmerket.no/frontpage_en/article418.ece 

Norges Bank. (2014a, March 20). Government Bonds. Retrieved March 20, 2014, from http://www.norges-

bank.no/en/price-stability/interest-rates/government-bonds-yield-daily-observations/ 

Norges Bank. (2014b, February 18). Interest Rates. Retrieved February 18, 2014, from Key Policy Rate: 

http://www.norges-bank.no/en/price-stability/interest-rates/key-policy-rate-monthly-average-of-daily-observations/ 

Norsk Hydro. (2011). Annual Report.  

Norway.org. (2013, November 8). Norway's New Government. Retrieved February 18, 2014, from 

http://www.norway.org/News_and_events/Embassy/Norways-new-Government-/#.UwOD0XnNGG8 

Norwegian Agricultural Authority. (2013). Markedsrapport 2012. Pris- og markedsvurderinger av sentrale norske 

landbruksvarer. Norwegian Agricultural Authority. 

NTB. (2012a, November 28). Omsetningen stuper på Oslo Børs. Retrieved February 5, 2014, from Aftenposten: 

http://www.aftenposten.no/nyheter/iriks/Omsetningen-stuper-pa-Oslo-Bors-7056686.html 

NTB. (2013b, June 6). Ica vurderer å legge ned i Nord-Norge. Retrieved Feburary 28, 2014, from E24.no: 

http://e24.no/naeringsliv/ica-vurderer-aa-legge-ned-i-nord-norge/20383114 

NTB. (2013c, May 14). Sjefer går i Orkla-konsernet. Retrieved March 16, 2014, from E24.no: 

http://e24.vgnett.no/boers-og-finans/sjefer-gaar-i-orkla-konsernet/20368927 

Nubbard, G., & Palia, D. (1999). A Re-examination of the Conglomerate Merger Wave in the 1960s: An Internal 

Capital Markets View. The Journal of Finance, 54, 1131-1152. 

NVE. (2012). Energy in Norway. Norwegian Water Resources and Energy Directorate. 

NVE. (2013, December 31). Historical Data. (N. v.-o. (NVE), Producer) Retrieved March 15, 2014, from Norwegion 

Water Reservoir Utilization: http://vannmagasinfylling.nve.no/Default.aspx?ViewType=AllYearsTable&Omr=NO 

Orkla ASA. (2000). Annual Report.  

Orkla ASA. (2004). Annual Report.  

Orkla ASA. (2005a). Annual Report.  

Orkla ASA. (2005b, October 17). Press- and Stock Exchange Releases. Retrieved February 10, 2014, from 

http://www.orkla.com/Investor-relations/GA-General-Archive/Press-and-stock-exchange-releases/Stock-exchange-

releases/Orkla-will-keep-and-actively-promote-the-development-of-Elkem-Sapa-and-Borregaard 

Orkla ASA. (2006). Annual Report.  

Orkla ASA. (2007). Annual Report.  

Orkla ASA. (2008). Annual Report.  



References 

Page 124 of 251 

 

Orkla ASA. (2009). Annual Report.  

Orkla ASA. (2010). Annual Report.  

Orkla ASA. (2011a). Annual Report.  

Orkla ASA. (2011b, September 14). Leveraging Core Strengths Within Branded Goods. Retrieved January 21, 2014, 

from http://www.orkla.com/News-Media/News/Orkla-Investor-Day-in-London-Leveraging-core-strengths-within-

branded-goods 

Orkla ASA. (2011c, August 31). Orkla Seeks Majority in Jotun - Offers to Buy A-Shares. Retrieved February 9, 2014, 

from http://www.orkla.com/News-Media/News/Orkla-seeks-majority-in-Jotun-offers-to-buy-A-shares 

Orkla ASA. (2012a). Annual Report.  

Orkla ASA. (2012b, June 22). Orkla Acquires Jordan. Retrieved January 21, 2014, from http://www.orkla.com/News-

Media/News/Orkla-acquires-Jordan 

Orkla ASA. (2012c). Orkla Food Safety Standards.  

Orkla ASA. (2012d, June 13). Instructions for the Board of Directors of Orkla ASA. Retrieved January 23, 2014, from 

http://www.orkla.com/About-Orkla/Corporate-governance/Instructions-for-the-Board-of-Directors-of-Orkla-ASA 

Orkla ASA. (2012e, October 15). Orkla and Hydro to Form the World's Leading Aluminium Solutions Provider. 

Retrieved February 9, 2014, from http://www.orkla.com/News-Media/News/Orkla-and-Hydro-to-form-the-world-s-

leading-aluminium-solutions-provider 

Orkla ASA. (2013a). Annual Report.  

Orkla ASA. (2013b). History: Major Events. Retrieved January 21, 2014, from http://www.orkla.com/About-

Orkla/History/Major-events 

Orkla ASA. (2013c). Investor Presentation - The Local BCG Champion.  

Orkla ASA. (2013d, April 22). Orkla's Acquisition of Rieber & Søn Approved by Competition Authorities. Retrieved 

January 21, 2014, from http://www.orkla.com/Investor-relations/GA-General-Archive/Press-and-stock-exchange-

releases/Stock-exchange-releases/Orkla-s-acquisition-of-Rieber-Soen-approved-by-competition-authorities 

Orkla ASA. (2013e, September 1). Press- and Stock Exchange Releases. Retrieved March 3, 2014, from 

http://www.orkla.com/Investor-relations/GA-General-Archive/Press-and-stock-exchange-releases/Press-

releases2/Orkla-changes-its-corporate-structure 

Orkla ASA. (2013f). RÅK, landbrukspolitikk og internasjonal konkurranse.  

Orkla ASA. (2013g, November 22). Shareholders. Retrieved from http://www.orkla.com/Investor-relations/The-

share/Shareholders 

Orkla ASA. (2014a). About Orkla. Retrieved January 21, 2014, from http://www.orkla.com/About-Orkla 

Orkla ASA. (2014b, February 6). Investor Relations: Webcast. Retrieved February 6, 2014, from Q4 2013 Results: 

http://presenter.qbrick.com/?pguid=501b4d00-8ec2-4b1e-b25f-99cb81a80d0d 

Orkla ASA. (2014c, February 21). Nutrition and Health. Retrieved February 21, 2014, from Making Our Products 

Healthier: http://www.orkla.com/About-Orkla/Nutrition-and-health/Making-our-products-healthier 

Orkla ASA. (2014d). Orkla Fourth Quarter Results 2013. Oslo: Orkla ASA. 

Orkla ASA. (2014e, February 26). Responsible Purchasing. Retrieved February 26, 2014, from 

http://www.orkla.com/Sustainability/Responsible-purchasing/Supplier-follow-up2 

Orkla ASA. (2014f). About: Orkla Real Estate. Retrieved January 21, 2014, from 

http://www.orklaeiendom.no/English/About-Orkla-Real-Estate 

Orkla ASA. (2014g, March 15). The Board of Directors. Retrieved March 15, 2014, from 

http://www.orkla.com/About-Orkla/Key-personnel/The-Board-of-Directors 

Orkla ASA. (2014h). Group Executive Board. Retrieved January 23, 2014, from http://www.orkla.com/About-

Orkla/Key-personnel/Group-Executive-Board 



References   

                                                                   Page 125 of 251 

 

Oslo Stock Exchange. (2013, December 31). Annual Statistics. Retrieved March 12, 2014, from 

http://www.oslobors.no/ob_eng/Oslo-Boers/Statistics/Annual-statistics 

Oslo Stock Exchange. (2014a, March 20). Bond Quotes. Retrieved March 20, 2014, from 

http://www.oslobors.no/ob_eng/markedsaktivitet/bondOverview?newt__ticker=ORK80 

Oslo Stock Exchange. (2014b, March 19). Listings. Retrieved from http://www.oslobors.no/ob_eng/Oslo-

Boers/Listing/Energy-shipping-and-seafood 

Oslo Stock Exchange. (2014c, January 21). NewsWeb. Retrieved from 

http://www.newsweb.no/newsweb/search.do?messageId=344156 

Oslo Stock Exchange. (2014d). Quotes and Markets. Retrieved February 5, 2014, from 

http://www.oslobors.no/ob_eng/markedsaktivitet/stockGraph?newt__ticker=ORK&newt__menuCtx=1.1.20 

P&G. (2008 - 2013). Annual Report.  

Passport. (2012). Consumer Lifestyles in Norway. Euromonitor. 

Passport. (2013a). Beauty and Personal Care in Norway. Euromonitor. 

Passport. (2013b). Beauty and Personal Care in Sweden. Euromonitor. 

Passport. (2013c). Beauty and Personal Care in Denmark. Euromonitor. 

Passport. (2013d). Beauty and Personal Care in Finland. Euromonitor. 

Passport. (2013e). Home Care in Norway. Euromonitor. 

Passport. (2013f). Home Care in Sweden. Euromonitor. 

Passport. (2013g). Home Care in Denmark. Euromonitor. 

Passport. (2013h). Home Care in Finland. Euromonitor. 

Passport. (2013i). Packaged Food in Norway. Euromonitor. 

Passport. (2013j). Packaged Food in Sweden. Euromonitor. 

Passport. (2013k). Packaged Food in Denmark. Euromonitor. 

Passport. (2013l). Packaged Food in Finland. Euromonitor. 

Passport. (2013m). Snack Bars in Norway. Euromonitor. 

Passport. (2014a, February 17). Statistics. Retrieved February 17, 2014, from Real GDP Growth by Country. 

Passport. (2014b, February 17). Statistics. Retrieved February 17, 2014, from Annual Disposable Income by Country. 

Passport. (2014c, February 17). Statistics. Retrieved February 17, 2014, from Annual Food Expenditure per Capita by 

Country. 

Passport. (2014d, February 28). Statistics. Retrieved February 28, 2014, from Beauty & Personal Care- and Home Care 

Pricing. 

Passport. (2014e, February 28). Statistics. Retrieved Feburary 28, 2014, from Packaged Food Company Shares. 

Passport. (2014f, February 28). Statistics. Retrieved February 28, 2014, from Packaged Food Pricing. 

Passport. (2014g, February 28). Statistics. Retrieved February 28, 2014, from Beauty & Personal Care- and Home Care 

Company Shares. 

Passport. (2014h, February 26). Statistics. (Euromonitor) Retrieved February 26, 2014, from Packaged Food 

Distribution by Channel Format. 

Passport. (2014i, March 18). Statistics. Retrieved March 19, 2014, from Baked Goods Growth Forecasts. 

Penrose, E. T. (1959). The Theory of the Growth of the Firm. John Wiley. 

Petersen, C. V., & Plenborg, T. (2012). Financial Statement Analysis. Pearson Education Limited. 



References 

Page 126 of 251 

 

Pettersen, I. (2013). Dagligvarehandel og mat 2013. Oslo: Norsk institutt for landbruksøkonomisk forskning (NILF). 

Porter, M. E. (1979). How Competitive Forces Shape Strategy. Harvard Business Review. 

PwC. (2013). Global Top 100. PwC IPO Centre. 

PwC. (2014). The Norwegian Market Risk Premium 2013 and 2014.  

Ramachandran, J., Manikandan, K., & Anirvan, P. (2013). Why Conglomerates Thrive Outside the U.S. Harvard 

Business Review. 

Rasch-Olsen, P. (2014, February 7). Still Struggling. Equity Research - Orkla ASA. Carnegie. 

Regjeringen. (2009, June 8). Toll på landbruksvarer. Retrieved February 18, 2014, from Regjeringen.no: 

http://www.regjeringen.no/en/dep/fin/Selected-topics/taxes-and-duties/toll/toll-pa-landbruksvarer.html?id=560313 

Regjeringen. (2011). Mat, makt og avmakt. Landbruks- og matdepartementet. 

Rienecker, L., & Jørgensen, P. S. (2011). Den gode opgave. Samfundsliteratur. 

S&P Capital IQ. (2014, March 4). Compustat Financials. Retrieved March 4, 2014, from Equity Screening: 

https://www.capitaliq.com/ciqdotnet/login 

Servaes, H. (1996). The Value of Diversification During the Conglomerate Merger Wave. Journal of Financel, Vol. 51 

No. 4, 1201-1225. 

Sharpe, W. (1964). Capital Asset Prices: A Theory of Market Equilibrium Under Conditions of Risk. The Journal of 

Finance. 

Siccode.com. (2014). What is a SIC Code? Retrieved Fabruary 7, 2014, from http://siccode.com/en/pages/what-is-a-sic-

code 

Sivertsen, K. (2014, February 06). Outlook Remains Challenging. Equity Research - Orkla ASA. Arctic Securities. 

Stabburet. (2014, February 18). Merker & Produkter. Retrieved February 18, 2014, from Grandiosa Classic: 

http://www.stabburet.no/Merker-Produkter/Merker/Grandiosa/(productId)/46850 

STAND. (2014, January 1). Implementation Process for Launches in the Norwegian Retail Sector. Retrieved March 15, 

2014, from Stand.no: http://www.stand.no/standarder/stand011-effektive-lanseringer/ 

Standard & Poor. (2014). Corporate Rating Criteria - Ratings and Ratios. Standard & Poor. 

Statistics Norway. (2012a, December 31). Energy and Manufacturing. (Statistics Norway) Retrieved March 14, 2014, 

from Electricity, Annual Figures: https://www.ssb.no/statistikkbanken/SelectVarVal/saveselections.asp 

Statistics Norway. (2012b, January 18). Time Use Survey 2010. Retrieved February 21, 2014, from SSB.no: 

http://www.ssb.no/kultur-og-fritid/statistikker/tidsbruk/hvert-10-aar 

Statistics Norway. (2013, June 24). Statistikk. Retrieved February 17, 2014, from Norge har Europas høyeste 

matvarepriser: http://ssb.no/priser-og-prisindekser/artikler-og-publikasjoner/norge-har-europas-hoeyeste-matvarepriser 

Steffenrud, H. (2014, February 7). Still Struggling, No Quick Fix. Equity Research - Orkla ASA. Swedbank. 

Stein, J. C. (1997). Internal Capital Markets and the Competition for Corporate Resources. Journal of Finance, 52(1), 

111-133. 

Steine, G., & Kjuus, J. (2011). Mat og industri 2011. Status og utvikling i norsk matindustri. Norsk institutt for 

landbruksøkonomisk forskning (NILF). 

Sudarsanam, S. (2003). Creating Value from Mergers and Acquisitions: The Challenges. Pearson Education Ltd. 

Sudarsanam, S. (2010). Creating Value from Mergers and Acquisitions: The Challenges. Pearson Education Ltd. 

TDN Finans. (2013, September 2). "På sikt skal vi ut av Sapa". Retrieved February 9, 2014, from www.dn.no: 

http://www.dn.no/forsiden/borsMarked/article2674758.ece 

The Economist. (2013, Nov 30). The Raw and the Clicked. Retrieved March 16, 2014, from 

http://www.economist.com/news/business/21590906-grocery-has-so-far-resisted-rise-online-shopping-may-be-about-

change-raw-and 



References   

                                                                   Page 127 of 251 

 

The Norwegian Directorate of Health. (2011). Nasjonal faglig retningslinje for forebygging, utredning og behandling 

av overvekt og fedme hos voksne.  

Tine. (2012, June 4). Nordmenn på Europa-toppen i merkevarelojalitet. Retrieved February 25, 2014, from Tine.no: 

http://www.tine.no/om-tine/aktuelt-og-media/nyheter/nordmenn-p%C3%A5-europa-toppen-i-merkevarelojalitet 

Tobin, J. (1969). A General Equilibrium Approach To Monetary Theory. Journal of Money, Credit and Banking  

Tollersrud, T. (2013, December 13). Nå går Rema 1000 og Coop sammen. Retrieved February 27, 2013, from 

NRK.no: http://www.nrk.no/okonomi/na-gar-rema-1000-og-coop-sammen-1.11415710 

Tracy, S. J. (2013). Qualitative Research Methods: Collecting Evidence, Crafting Analysis, Communicating Impact. 

Blackwell Publishing Ltd. 

Tukker, A. E. (2006). Environmental Impact of Products. European Commission. 

Unilever. (2008 - 2013). Annual Report. Unilever. 

Utheim, E. B., Solberg, T., & Drange, L. (2014, Feburary 13). Sier nei til Ica og Norgesgruppens samarbeidsavtale. 

Retrieved February 27, 2014, from E24.no: http://e24.no/makro-og-politikk/sier-nei-til-ica-og-norgesgruppens-

samarbeidsavtale/22764290 

Valvik, M. E. (2012, May 31). Merkevaresjefer inntar Orkla. Retrieved March 16, 2014, from Aftenposten: 

http://www.aftenposten.no/okonomi/Merkevaresjefer-inntar-Orkla-6839948.html 

Vereide, A. (2014, February 07). New Guy in the Chair on Monday Morning. Equity Research - Orkla ASA. SEB. 

Villalonga, B. (2004). Does Diversification Cause the Diversification Discount? Financial Management, 33, 5-27. 

Williamson, O. (1975). Markets and Hierarchies: Analysis and Antitrust Implications. New York: Free Press. 

WTO. (2014, February 18). Agriculture: Negotiating Modalities. Retrieved February 18, 2014, from Doha Agenda: 

http://www.wto.org/english/tratop_e/dda_e/status_e/agric_e.htm 

Yahoo! Finance. (2014a, February 5). Historical Prices. Retrieved February 5, 2014, from 

http://finance.yahoo.com/echarts?s=REC.OL+Interactive#symbol=REC.OL;range=my 

Yahoo! Finance. (2014b, February 12). Market Data. Retrieved February 12, 2014, from Stock Center: 

http://finance.yahoo.com/stock-center/ 

Yahoo! Finance. (2014c, March 01). Historical Prices. Retrieved March 01, 2014, from 

http://finance.yahoo.com/q/hp?s=ORK.OL+Historical+Prices 

Yahoo! Finance. (2014d, March 01). Historical Prices. Retrieved March 01, 2014, from 

http://finance.yahoo.com/q/hp?s=OSEBX.OL+Historical+Prices 

Yahoo! Finance. (2014e, March 01). Historical Prices. Retrieved March 01, 2014, from 

http://finance.yahoo.com/q/hp?s=UL+Historical+Prices 

Yahoo! Finance. (2014f, March 01). Historical Prices. Retrieved March 01, 2014, from 

http://finance.yahoo.com/q/hp?s=PG+Historical+Prices 

Yahoo! Finance. (2014g, March 01). Historical Prices. Retrieved March 01, 2014, from 

http://finance.yahoo.com/q/hp?s=NESN.VX+Historical+Prices 

Yahoo! Finance. (2014h, March 01). Historical Prices. Retrieved March 01, 2014, from 

http://finance.yahoo.com/q/hp?s=K+Historical+Prices 

Yggeseth, C. (2014). Q4: Both NAV and Dividend above estimates. Equity Research - Aker ASA. Arctic Securities. 

 

 

  



 

Page 128 of 251 

 

  



Appendices   

                                                                   Page 129 of 251 

 

Appendices 
A.1. Glossary and Abbreviations ................................................................................................................... 130 

A.2. Orkla – Major Events ............................................................................................................................ 132 

A.3. Orkla – Ownership Structure ................................................................................................................. 133 

A.4. Orkla – Key Personnel ........................................................................................................................... 134 

A.5. Orkla – Description of Non-core Segments ........................................................................................... 136 

A.6. Development in the REC Share Price .................................................................................................... 137 

A.7. BCG Producers in the Nordics .............................................................................................................. 138 

A.8. Orkla – Recent Share Price Development ............................................................................................. 139 

A.9. Orkla BCG – Reported Financials by Segment ..................................................................................... 140 

A.10. Orkla BCG – Analytical Statements .................................................................................................... 145 

A.11. Orkla BCG – Index Analysis ............................................................................................................... 150 

A.12. Orkla BCG – Common-size Analysis .................................................................................................. 152 

A.13. Key Financial Ratios and the DuPont Pyramid ................................................................................... 154 

A.14. Orkla BCG – Profitability Analysis ..................................................................................................... 155 

A.15. Orkla ASA – Reported Financials ....................................................................................................... 158 

A.16. Orkla ASA – Analytical Statements Description ................................................................................ 159 

A.17. Orkla ASA – Analytical Statements .................................................................................................... 162 

A.18. Orkla ASA – Other Income ................................................................................................................. 164 

A.19. Peer Group Analysis ............................................................................................................................ 165 

A.20. BCG Peer – Reported Financials ......................................................................................................... 169 

A.21. BCG Peers – Analytical Statements .................................................................................................... 176 

A.22. BCG Peers – Index and Common-size Analysis ................................................................................. 184 

A.23. BCG Peers – Profitability Analysis ..................................................................................................... 187 

A.24. Orkla – Liquidity Risk Analysis .......................................................................................................... 189 

A.25. Orkla – Credit Risk Analysis ............................................................................................................... 190 

A.26. Orkla BCG – Forecasting Description by Item ................................................................................... 191 

A.27. Orkla BCG – Forecasting Assumptions .............................................................................................. 193 

A.28. Orkla BCG – Pro Forma Statements ................................................................................................... 196 

A.29. Volume Growth in the Baked Goods Industry used in Forecasting .................................................... 206 

A.30. Inflation Rates used in Forecasting ...................................................................................................... 206 

A.31. Historical Share Prices ......................................................................................................................... 208 

A.32. Beta ...................................................................................................................................................... 210 

A.33. Market Risk Premium .......................................................................................................................... 212 

A.34. Cost of Debt ......................................................................................................................................... 213 

A.35. Capital Structure .................................................................................................................................. 213 

A.36. Weighted Average Cost of Capital ...................................................................................................... 214 

A.37. Orkla BCG – Valuation ....................................................................................................................... 215 

A.38. Sales Split by Sub-Category and Country (by Product Category) ....................................................... 220 

A.39. Company Sales Split by Country (in Different Product Categories) ................................................... 223 

A.40. Backwards Integration of Norwegian Retailers ................................................................................... 224 

A.41. Economic Parameters .......................................................................................................................... 225 

A.42. Hydro Power – Water Reservoir Levels/Capacity ............................................................................... 229 

A.43. Required Return and CAPM ................................................................................................................ 230 

A.44. Analyst Interviews ............................................................................................................................... 231 

 



Appendices 

Page 130 of 251 

 

A.1. Glossary and Abbreviations 

Valuation and Finance 

ADT – Average Daily Turnover 

ATO – Annual Turnover 

Beta – A measure of systematic risk, where βu 

denotes the unlevered beta, whereas βe denotes 

the levered beta (see Equations 10.4-5) 

CAR – Cumulative Abnormal Return 

CAGR – Cumulative Annual Growth Rate 

CAPEX – Capital Expenditures 

CAPM – Capital Asset Pricing Model 

CoC – Cost of Capital 

CoE – Cost of Equity 

D -  Debt 

D&A – Depreciations & Amortizations 

DCF – Discounted Cash Flow 

E – Equity 

EBIT – Earnings before Interest and Tax 

EBITA – Earnings before Interest, Tax and 

Amortizations 

EBITDA – Earnings before Interest, Tax, 

Depreciations and Amortizations 

EOS – Economies of Scale 

EV – Enterprise Value 

EVA – Economic Value Added 

FCFF – Free Cash Flow to the Firm 

GAAP – Generally Accepted Accounting 

Principles 

GDP – Gross Domestic Product 

IFRS – International Financial Reporting 

Standards 

IPO – Initial Public Offering 

M&A – Mergers and Acquisitions 

MSCI– Morgan Stanley Capital International 

  

 

MRP – Market Risk Premium 

NIBD – Net Interest Bearing Debt 

NOK – Norwegian Kroner 

NOPAT – Net Operating Profit after Tax 

NWC – Net Working Capital 

ORK – Orkla (stock ticker) 

OSEBX – Oslo Benchmark Index 

P&L – Profit and Loss 

P/E – Price / Earnings ratio 

PE – Private Equity 

PM – Profit Margin 

PV – Present Value 

Rd – Cost of Debt 

Re – Required return of Equity 

Rf – Risk-free rate 

Ri – Return on a given asset, i 

Rm – Market required return 

ROE – Return on Equity 

ROIC – Return on Invested Capital 

SML – Security Market Line 

SOTP – Sum-of-the-parts 

T – Corporate tax rate 

WACC – Weighted Average Cost of Capital 

YTM – Yield to Maturity 

Political 

CCT – Common Customs Tariff 

EEA – European Economic Area 

GMO – Genetically Modified Organisms 

IMF – International Monetary Fund 

RÅK – “Råvarekompensasjon” (a compensation 

scheme for food production in Norway) 

WTO – World Trade Organization 
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Orkla and General 

B2B – Business to Business 

B2C – Business to Consumers 

BCG – Branded Consumer Goods 

C&S – Confectionary and Snacks (a division 

within Orkla Branded Consumer Goods) 

DK - Denmark 

DTC – Direct-to-consumer 

E-commerce – Electronic commerce 

FIN - Finland 

H&P – Home & Personal (a division within 

Orkla Branded Consumer Goods) 

HoReCa – Hotel, Restaurants and Catering 

HQ - Headquarter 

JV – Joint Venture 

MTR – Orkla’s Indian subsidiary 

NO - Norway 

Non-core assets – Meaning assets of Orkla not 

related to the core business of Branded 

Consumer Goods 

PL – Private Label 

R&D – Research and development 

REC – Renewable Energy Corporation (a leading 

company within solar power, where Orkla was 

a major shareholder between 2005 and 2012) 

SE – Sweden 

TWh – Terawatt hour 

 

 Statistics 

Approximate q – An approximation of Tobin’s q 

requiring less data and computational effort 

Cov - Covariance 

R
2
 – A regression measurement regarding goodness 

of fit  

SIC – Standard Industrial Classification 

Tobin’s q – A measurement of relative firm value 

Var - Variance 

Strategic 

EMH – Efficient Market Hypothesis 

LT – Long-term (5 years and beyond) 

MT – Medium-term (3-4 years) 

PESTEL – Political, Economic, Socio-cultural, 

Technological, Environmental and Legal 

Premiumness – The degree of premium goods in a 

category, defined as a 25% premium to low 

cost, private label alternatives 

RBV – Resource Based View 

RMS – Relative Market Share 

ST – Short-term (1-2 years) 

SWOT – Strengths, Weaknesses, Opportunities 

and Threats 

VRIO – Valuable, Rare, Inimitable, Organization 
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A.2. Orkla – Major Events 

 
Source: Authors’ own compilation based on (Orkla ASA, 2013b). 

Year Type Event description

2014 CEO Peter A. Ruzicka elected as new President and CEO

2014 Divestiture Orkla initiated the process to divest Orkla Brands Russia

2013 CEO Åge Korsvold announces that he will resign as Group President and CEO

2013 Corporate Change The Orkla Branded Consumer Goods business area is re-organized into five units: Orkla Foods, Orkla 

Confectionery & Snacks, Orkla Home & Personal, Orkla International and Orkla Food Ingredients

2012 Acquisition Orkla acquired Jordan

2012 Joint Venture Norsk Hydro ASA and Orkla agreed to join their profils, building systems and tubing units

2012 CEO Åge Korsvold takes over as Group President and CEO

2012 Divestiture Orkla initiated the process to divest Sapa Heat Transfer

2011 Corporate Change Orkla announces that its strategic focus will be on creating growth in its BCG operations

2011 Merger Russian confectionery- and chocolate companies merged into one entity, namely, Orkla Brands Russia

2011 Divestiture Orkla completed the sale of Elkem to China National Bluestar Group Co., Ltd

2010 Acquisition Sapa acquired Arch Extrusions in Miami, US

2010 Acquisition Felix Abba agreed to acquire Estonian confectionery Kalev Chocolate Factory, which would help to expand 

its confectionery operations in Finland and the Baltic area

2010 Divestiture Elkem sold the shares in Elkem Energi Siso AS and Elkem Energi Lakshola AS (the power plants in Salten, 

Norway) to Norsk Vannkraftproduksjon

2010 Divestiture Sale of Orkla's forest companies; Borregaard Skoger AS, AS Bærresen and Borregaard Vafos AS

2010 CEO Bjørn M. Wiggen takes over as Group President and CEO

2009 Acquisition Sapa acquired aluminum extrusion company Indalex Holdings Finance, Inc.

2009 Acquisition Orkla acquired the Swedish soft aluminium goods manufacturer Sapa AB

2009 Contract Swap of assets between Alcoa and Orkla where Orkla receives Alcoa's ownerhip interest in Sapa Profiler, 

and Alcoa receives Orkla's ownership interest in Elkem Aluminium

2008 Acquisition Orkla and Kverva agreement with 2/3 of the shareholders in PHARMAQ AS to acquire the company

2008 Corporate Change The Orkla Branded Consumer Goods business area is co-ordinated in terms of management and 

organization. The new business area is given the name Orkla Brands and is divided into four business units.

2009 Contract Orkla and Alcoa signed an agreement for merging the two parties' soft alloy aluminium profile operations 

to form a leading global company

2007 Investment A deal with Good Energies Investment and Q-Cells makes Orkla the largest owner of Renewable Energy 

Corporation (REC) with 39,99% of the shares. 

2007 Acquisition Orkla acuires MTR Foods in India

2006 Acquisition Orkla acquired Dansk Droge and the Russian chocolate company Krupskaya

2006 Divestiture Orkla sold Orkla Media to Mecom

2005 Acquisition Orkla acquired Elkem

2005 CEO Dag J. Opedal takes over as Group President and CEO

2004 Acquisition Orkla acquired SladCo, a leading Russian manufacturer of chocolate biscuits and confectionery

2004 Divestiture Calsberg Breweries is sold

2011 CEO Finn Jebsen takes over as Group President and CEO

2000 Joint Venture Orkla enters into a joint venture with Carlsberg A/S and acquires a 40% interest in Carlsberg Breweries.

2000 Acquisition Orkla Media acquires the Danish media group Det Berlingske Officin

2000 Divestiture Orkla sold NetCom

1997 Acquisition Orkla Beverages acquires an interest in Baltic Beverages Holding

1997 Acquisition Pripps Ringnes is now wholly owned by Orkla

1995 Acquisition Orkla acquires the food manufacturing companies Procordia Food and Abba Seafood in Sweden

1995 Joint Venture The SE brewery Pripps and the NO brewery Ringnes merge and are jointly owned by Orkla and Volvo

1992 Corporate Change Orkla Media and Norsk Egmont establish the magazine company Hjemmet Mortensen

1991 Merger Orkla merges with Nora Industrier

1987 Divestiture Mining operations at the Løkken Works are closed downed

1986 Merger Orkla and Borregaard merge and form Orkla Borregaard

1984 Acquisition Orkla acquires the publishing company Ernst G. Mortensens Forlag

1979 CEO Jens P. Heyerdahl d.y. becomes the Managing Director of Orkla Industries

1977 Corporate Change Orkla becomes a fully Norwegian-owned company when Skandinaviska Enskilda Banken sells its shares. 

Financial Investments become a separate business division

1975 Corporate Change Orkla establishes an office in Oslo with a view to expanding the company's industrial platform

1941 Investment Orkla Industrier begins to build its investment portfolio

1931 Contract The smelting plant in Thamshavn starts up, based on the sulphur extraction process developed by Orkla

1929 IPO Orkla becomes a listed company

1913 CEO Marcus Wallenberg sr. of the Swedish family of financiers becomes Chairman of the Board of Directors

1904 Incorporation Orkla Grube-Aktiebolag is established to continue mining operations at Løkken Verk
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A.3. Orkla – Ownership Structure 

The 10 largest shareholders (as of 31
st
 December 2013), portrayed below, hold 49.8% of the capital in Orkla 

ASA (Orkla ASA, 2013a, pp. 97, 115). The majority of the largest positions are held through nominee 

accounts, which allow the actual shareholder to remain anonymous.  

The 10 largest shareholders of Orkla ASA as of 31.12.2013 

 
 

Source: Authors’ own compilation based on (Orkla ASA, 2013g). 

 

Canica AS, which is the largest shareholder of Orkla, is one of the largest privately owned investment 

companies in Norway. Canica is also a large investor in Jernia AS (tools and hardware retailer), Komplett 

Group (e-commerce) and F&H of Scandinavia (domestic hardware brand house). The company belongs to 

the family of Stein Erik Hagen, the Chairman of the Board in Orkla. The CEO of Canica over the past years 

has been Peter A. Ruzicka, who was elected CEO of Orkla in February 2014 and has served several years on 

Orkla’s Board of Directors (Canica AS, 2014; Orkla ASA, 2014d). Canica is a long-term investor, which 

actively participates in managing the operations of their investments. The company has been an investor in 

Orkla since 2000, where they obtained a 2.8% ownership share of the company (Orkla ASA, 2000, p. 41). 

 

Orkla has one class shares, and each share carries one vote. Shareholders are entitled to vote by proxy or cast 

a direct vote in advance online. With regard to shares registered in nominee accounts, neither the shareholder 

nor the nominee is entitled to vote unless their identity is made publicly available (Orkla ASA, 2012a, p. 

113). As neither of the shareholders registered in nominee accounts are entitled to vote, Canica is able to 

preserve a substantial control of the company. Theory states that block-ownership is motivated by either 

shared benefits of control (incentive effect) or private benefits of control (entrenchment effect), and that it 

has an ambiguous effect on firm value, but is mostly positive for minority shareholders (Holderness, 2003). 

The entrenchment effect may lead to ‘Empire Building’ by the block-owner, which thus not induce a focus 

on maximizing shareholder value. However, as Orkla is listed in Norway, the investors are well protected by 

law and regulation. Hence the blockholders’ opportunities to extract corporate resources are limited. This 

suggests that Canica´s block-ownership should have a positive effect on firm value.  
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A.4. Orkla – Key Personnel 

The Board of Directors 

The board of directors is the highest authority in the management of Orkla. The general duties of the board is 

to draw up plans and budgets for the company’s business activity, ensure proper financial management, and 

actively supervise the day-to-day management of the company and its operation as such. They are either 

shareholder elected or elected by the employees of Orkla, and are appointed to act on behalf of the 

shareholders, employees, creditors, and other third parties (Orkla ASA, 2012d). 

 

Empirical research has showed that in especially complex firms, like Orkla, the composition of the board of 

directors has a significant effect on firm value. The studies of Coles et al. (2008) show that certain 

characteristics of the composition of the board of directors in complex firms have a positive effect on firm 

value. These characteristics include a diversified, larger board consisting of more outside directors. 

However, there is no such thing as one-size-fit-all. The specific context of the firm and the competitive 

environment dictates specific requirements of the board of directors (Coles, Naveen, & Naceen, 2008). 

 

The board of directors, in Orkla, consists of seven members elected by the shareholders and four members 

elected by the employees of Orkla. The board is diversified in terms of gender and to a certain degree 

background. However, there is a majority of expertise in the grocery retail- and consumer goods industry. 

The shareholder elected members consists of more outsider than insiders, which is preferable in a complex 

firm. The Chairman of the Board, Stein Erik Hagen (first elected on the board in 2004 and chairman in 

2006), has extensive experience in successfully managing consumer goods retailing companies. As the 

owner of Canica, Mr. Hagen is the representative from the majority owner in Orkla. Mr. Hagen was the 

founder and retailer of RIMI Norge AS, founder of Hakon Group and co-founder of ICA AB. Also, Mrs. 

Pallesen (first elected in 2013), Mrs. Blank (first elected in 2013) and Mr. Selte (first elected in 2014) holds 

experience from the consumer goods industry. Mr. Dalhgren (first elected in 2014), has held several finance-

related positions, primarily in Swedish Match, where he has been CEO since 2008. The other members of the 

board hold a variety of experience from telecommunication (Mr. Lunder, first elected in 2012), physics, 

corporate finance and venture capital (Mrs. Skaugen, first elected in 2012). The members elected by the 

employees all have long experience within Orkla (Orkla ASA, 2014g).  

 

Except from the long-time board member, Stein Erik Hagen, the board of Orkla consists of relatively newly 

elected members to facilitate the new strategic direction. Based on the certain characteristics of the board, the 

composition seems more competent in managing a branded consumer goods producer, than a conglomerate. 

In that regard, the board seems to fit the new strategic direction communicated by Orkla. 
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The Group Executive Board 

The group executive board consists of directors appointed to act on behalf of, and within the powers granted 

to them by, the board of directors.  

 

The group executive board of Orkla ASA consists of 12 members, including; CEO, CFO, COO, Director of 

Human Resources, Director of Corporate Affairs, Director of Business Development, Director of Legal 

Affairs and all the chief executives of the five different business areas associated with Orkla Branded 

Consumer Goods (Orkla ASA, 2014h). The composition of the group executive board has been subject to 

revision after the introduction of the new strategic direction and restructuring of the company.  

 

Following the shift in strategic direction, multiple employees in key positions were forced to resign. The 

subject brought severe media attention, questioning the Chairman of the Board (E24.no, 2013). The company 

also experienced several episodes of leaks to the media, such as the replacement of the former CEO of Orkla 

Group, Bjørn Wiggen, by Åge Korsvold in order to speed up the transition from a conglomerate to a pure 

focused BCG company (Aftenposten, 2012).  Mr. Korsvold holds great experience from the international 

transaction market and led a successful restructuring of Storebrand ASA as CEO of the company (Dagens 

Næringsliv, 2012). 

 

Korsvold’s engagement was however considered to be temporary, while the Board of Directors could work 

on finding a suitable CEO with sufficient experience within consumer goods to lead the company going 

forward. The Board finally appointed Mr. Peter A. Ruzicka on February 6
th
 2014, who had been a long-time 

member of the Board and also had successfully managed Mr. Hagen’s interests in Canica, where he has 

served as CEO since 2006 (Orkla ASA, 2014d). Mr. Ruzicka has also been the CEO of Rimi, Hakon 

Gruppen, Ahold and Jernia. Mr. Ruzicka has more than 24 years in the industry and was by the Norwegian 

financial press regarded as the most suitable candidate to proceed Åge Korsvold (Haugan, 2012). 

 

The common denominator of the members of the executive board is extensive experience within the BCG 

industry and Orkla. The members therefore seem highly competent in managing a pure branded consumer 

goods company. 
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A.5. Orkla – Description of Non-core Segments 

Jotun 

Jotun was founded as early as 1920 and started out as a chemical factory in 1926. Today, Jotun is one of the 

world’s leading manufacturers of paints, coatings and powder coatings. Jotun currently has 38 production 

facilities distributed across all continents, and an agent, branch office and distributors in more than 90 

countries (Jotun, 2014). In more than 40 years, Orkla has been an active minority owner of the company. 

Orkla approached Jotun in an attempt to increase its ownership in late August 2011, but was rejected by the 

controlling Gleditsch-family (Orkla ASA, 2011c). Orkla currently owns an equity share of 42.5% in Jotun 

(Orkla ASA, 2013a). Although Orkla regards Jotun as a non-core, which will not be part of the long-term 

strategy, the company has not communicated a time frame for a potential divestment (Orkla ASA, 2014d). 

 

Sapa JV 

Headquartered in Oslo and with operations in more than 40 countries, Sapa is one of the world leaders in 

aluminium solutions. The company was acquired by Orkla in 2005, but in 2011 it was announced that Sapa 

would not be included in the long-term strategy. Therefore, Sapa were restructured into a joint venture with 

the Extruded Products aluminium business of Norsk Hydro
12

, to create a company better positioned for a 

successful exit. The agreement gave the parent companies a 50% ownership each, but to compensate for the 

difference in contributed sizes, Orkla received the amount of NOK 1.8 billion of Norsk Hydro (Orkla ASA, 

2012e). The agreement contained provisions, whereby either party may initiate an initial public offering 

(IPO) process after approximately three years from closing, and where each party can decide to retain 34 

percent. The JV was established on September 1
st
 2013, and Orkla has communicated that the company 

seeks to divest its stake in Sapa either by utilizing the provision to initiate an IPO or otherwise exit the 

partnership after three years of joint ownership (TDN Finans, 2013). 

 

Gränges (Sapa Heat Transfer) 

Gränges is a spin-off from Sapa, as a result of the joint venture with Norsk Hydro. Gränges produces heat 

exchanger solutions based on aluminum strips. A structured process to divest the business unit was initiated 

in 2012, but this process was later put on hold (Orkla ASA, 2013a). 

 

 

                                                      

12 The JV consists of the business units Sapa Profiles and Sapa Building Systems, as well as part of Heat Transfer. The remaining parts of Sapa Heat 

Transfer have been formed into a new company, Gränges, which Orkla plans to divest separately. 
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Hydro Power 

Hydro Power consists of hydroelectric power assets owned through Orkla Energi and Borregaard Energi. A 

substantial part of the production is sold under long-term contracts, whereas the remainder is sold in the spot 

market. Where contractual commitments exceed available power from own production, this is covered 

through purchases in the power market. Hydro Power consists of the Sarpsfoss (0.6 TWh) power plant and 

Orkla’s 85% stake in AS Saudefaldene (1.8 TWh) (Orkla ASA, 2013a, p. 79).  

 

Shares and financial assets 

Orkla Financial Investments has managed a substantial share portfolio and its investment has primarily been 

the Nordic region. Orkla’s share portfolio is being phased out and is expected to be divested in its entirety 

during the first half of 2014 (Orkla ASA, 2013a). 

 

Real estate 

Orkla made its first property acquisition back in 1941. Since then, Orkla Real Estate has been active in real 

estate investment and development. The company and its associates (FG Eiendom 100% and RSL 40%) 

jointly develop residential, office, commercial and hotel properties. The activities are concentrated on 

investment in and the development and sale of properties primarily derived from Orkla’s own operations 

(Orkla ASA, 2014f). 

 

A.6. Development in the REC Share Price 

 

The share price development in REC Silicon (previously REC) 

 

Source: Authors’ own compilation based on (Yahoo! Finance, 2014a). 
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A.7. BCG Producers in the Nordics 

 

 

The 15 Largest BCG Producers in the Nordics by Revenue 

 

 

Source: Authors’ own compilation based on (Orkla ASA, 2013c). 
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A.8. Orkla – Recent Share Price Development 

From 2010 to Orkla announced the shift in strategy mid-2011, the stock saw a dramatic decrease. There were 

relatively few significant events in this period, with the divestment of Orkla’s forest companies (subsidiaries 

of Borregaard) and the divestment of Elkem as exceptions. As illustrated in the figure below, there was a 

clear negative stock price trend after the divestment of Elkem.  

Orkla Share price development in the period before and after the shift in strategy  

 

Source: Authors’ own compilation based on stock price data from (Yahoo! Finance, 2014c; Orkla ASA, 2013b). 

 

The immediate reaction to the announcement of the strategy shift was clearly positive, with an increase at 

close the same day of more than 10%. Before Orkla starts executing on the strategy in mid-2012, significant 

volatility causes a lot of noise in the share price development. However, with the acquisition of Jordan, 

marking the actual beginning of implementing the new strategy, there is a definite upward trend in the share 

price. The following transactions of the Rieber & Søn acquisition, the listing and divesture of Borregaard, 

the final divestment of the interest in REC and establishment of the Sapa JV contributed to the positive trend.  

 

Stock price reactions to corporate transactions 

 

Source: Authors’ own compilation based on stock price data from (Yahoo! Finance, 2014c). 

  

Transaction Type
Date 

announced

30 days prior 10 days prior 1 day prior at previous close at close 10 days after 30 days after 120 days after

Forrest companies Divesture 25-10-10 -4.6 % -1.5 % 0.0 % 56.10 0.7 % 0.8 % -2.5 % -2.4 %

Elkem Divesture 11-01-11 -9.2 % -0.8 % -2.6 % 57.40 -0.7 % -7.6 % -10.1 % -14.6 %

Strategy shift 14-09-11 14.9 % 7.2 % 0.1 % 41.79 10.6 % 9.4 % 18.2 % 11.2 %

Jordan Acquisition 22-06-12 -3.5 % -1.9 % 0.6 % 42.31 -0.8 % 1.6 % 0.8 % 10.4 %

Rieber & Søn Acquisition 20-08-12 -0.1 % 0.9 % -2.5 % 43.01 -0.5 % 0.7 % 2.4 % 12.1 %

Borregaard Divesture 29-08-12 0.6 % -1.9 % 0.8 % 42.75 0.6 % 1.4 % 5.2 % 11.6 %

REC Divesture 26-09-12 -6.2 % -3.0 % 0.2 % 44.69 -1.1 % 0.6 % 2.1 % 4.7 %

Sapa JV Divesture 15-10-12 -4.2 % -2.6 % 0.0 % 45.21 3.4 % -0.4 % 1.4 % 3.3 %

Share Price



Appendices 

Page 140 of 251 

 

A.9. Orkla BCG – Reported Financials by Segment 

Presented below are the reported financial statements for each BCG segment. It should be noted that the 

respective income statements are only reported to include ‘Operating profit/loss’ and that special estimations 

have been carried out in order to derive ‘Net earnings’. Moreover, the same applies to the respective balance 

sheets, as Orkla does not report a detailed segregation of ‘Capital Employed’. See Section 6.1 for details. 

Orkla Foods 

 

 

 

 

Source: Authors’ own compilation based on data from Orkla Annual Reports (’12 – ’13).  

Revenue/Profit/Loss (NOK million) 2009 2010 2011 2012 2013

Sales revenues
1

8,775 8,772 7,839 9,730

Other operating revenues 6 6 14 4

Intercompany sales 100 128 119 63

Operating revenues 9,302 8,881 8,906 7,972 9,797

Cost of materials -3,953 -4,058 -3,822 -4,765

Payroll expenses -1,843 -1,782 -1,457 -1,861

Other operating expenses -1,714 -1,682 -1,307 -1,583

Depreciation and write-down -306 -302 -242 -313

EBITA (adjusted) 1,061 1,065 1,058 1,114 1,275

Amortisation intangible assets 0 0 0 0

Other income and expenses -258 -184 -95 -262

Operating profit/loss 807 874 1,019 1,013

Profit/loss from associates 0 0 0 0

Non-controlling interests' share of profit/loss 0 0 0 0
1
Of this sales in EU 4,745 4,782 4,644 5,498

Cash Flow (NOK million) 2010 2011 2012 2013

Cash flow from operations before net replacement expenditures 1,371 1,117 1,217 1,409

Net replacement expenditures -256 -260 -238 -341

Cash flow from operations 1,115 857 979 1,068

Expansion investments -6 0 -40 -27

Acquired companies (enterprise value) -45 -35 -66 -5,322

Balance Sheet (NOK million) 2010 2011 2012 2013

Segment Assets

Accounts receivable 936 875 817 1,263

Other current receivables 155 160 156 188

Inventories 1,176 1,302 1,292 1,587

Pension plan assets 0 0 23 31

Investments in associates 0 0 0 0

Intangible assets 1,577 1,608 1,582 6,340

Property, plant and equipment 1,860 1,412 1,416 2,202

Total segment assets 5,704 5,357 5,286 11,611

Segment Liabilities

Accounts payable -666 -644 -594 -751

Value added tax, employee taxes etc. -182 -160 -156 -228

Other current liabilities -798 -671 -589 -732

Pension liabilities -482 -467 -461 -652

Deferred tax, excess values -18 -18 -17 -346

Total segment liabilities -2,146 -1,960 -1,817 -2,709

Capital employed (book value) 3,558 3,397 3,469 8,902
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Orkla Confectionary & Snacks 

 

 

 

 

 

 

Source: Authors’ own compilation based on data from Orkla Annual Reports (’12 – ’13).  

Revenue/Profit/Loss (NOK million) 2009 2010 2011 2012 2013

Sales revenues
1

4,705 4,772 4,760 4,755

Other operating revenues 9 21 10 10

Intercompany sales 16 17 24 19

Operating revenues 4,631 4,730 4,810 4,794 4,784

Cost of materials -1,869 -1,952 -1,945 -1,920

Payroll expenses -925 -975 -994 -1,031

Other operating expenses -926 -953 -907 -975

Depreciation and write-down -158 -164 -161 -176

EBITA (adjusted) 820 852 762 780 682

Amortisation intangible assets 0 0 0 0

Other income and expenses 7 0 0 -74

Operating profit/loss 859 762 780 608

Profit/loss from associates 0 0 0 0

Non-controlling interests' share of profit/loss 0 0 0 0
1Of this sales in EU 2,647 2,758 2,749 2,832

Cash Flow (NOK million) 2010 2011 2012 2013

Cash flow from operations before net replacement expenditures 1,032 755 996 796

Net replacement expenditures -169 -178 -211 -184

Cash flow from operations 863 577 785 612

Expansion investments 0 0 0 -

Acquired companies (enterprise value) -257 0 0 -

Balance Sheet (NOK million) 2010 2011 2012 2013

Segment Assets

Accounts receivable 683 728 735 816

Other current receivables 58 72 72 60

Inventories 425 513 455 489

Pension plan assets 0 0 0 0

Investments in associates 0 0 0 0

Intangible assets 3,668 3,677 3,579 3,949

Property, plant and equipment 1,254 1,250 1,249 1,367

Total segment assets 6,088 6,240 6,090 6,681

Segment Liabilities

Accounts payable -333 -338 -322 -333

Value added tax, employee taxes etc. -131 -122 -154 -164

Other current liabilities -456 -443 -451 -472

Pension liabilities -84 -88 -89 -131

Deferred tax, excess values -388 -388 -372 -392

Total segment liabilities -1,392 -1,379 -1,388 -1,492

Capital employed (book value) 4,696 4,861 4,702 5,189



Appendices 

Page 142 of 251 

 

Orkla Home & Personal 

 

 

 

 

 

 

Source: Authors’ own compilation based on data from Orkla Annual Reports (’12 – ’13). 

  

Revenue/Profit/Loss (NOK million) 2009 2010 2011 2012 2013

Sales revenues
1

3,701 3,684 3,986 4,743

Other operating revenues 5 4 8 12

Intercompany sales 30 34 31 15

Operating revenues 3,552 3,736 3,722 4,025 4,770

Cost of materials -1,431 -1,433 -1,606 -1,909

Payroll expenses -640 -631 -728 -878

Other operating expenses -870 -880 -927 -1,078

Depreciation and write-down -53 -51 -60 -82

EBITA (adjusted) 605 742 726 702 823

Amortisation intangible assets -5 -2 -2 -5

Other income and expenses 17 -1 -55 -18

Operating profit/loss 754 723 645 800

Profit/loss from associates 0 0 0 2

Non-controlling interests' share of profit/loss 0 0 0 0
1Of this sales in EU 938 918 1,044 1,373

Cash Flow (NOK million) 2010 2011 2012 2013

Cash flow from operations before net replacement expenditures 749 694 879 869

Net replacement expenditures -48 -54 -58 -69

Cash flow from operations 701 640 821 800

Expansion investments 0 -110 -6 -

Acquired companies (enterprise value) 0 0 -1,267 -6

Balance Sheet (NOK million) 2010 2011 2012 2013

Segment Assets

Accounts receivable 532 508 672 710

Other current receivables 50 96 48 42

Inventories 433 486 618 719

Pension plan assets 0 0 0 4

Investments in associates 0 0 15 22

Intangible assets 1,178 1,282 2,177 2,287

Property, plant and equipment 380 381 555 529

Total segment assets 2,573 2,753 4,085 4,313

Segment Liabilities

Accounts payable -224 -250 -278 -380

Value added tax, employee taxes etc. -66 -66 -108 -80

Other current liabilities -376 -359 -474 -468

Pension liabilities -44 -33 -29 -35

Deferred tax, excess values -52 -53 -125 -126

Total segment liabilities -762 -761 -1,014 -1,089

Capital employed (book value) 1,811 1,992 3,071 3,224
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Orkla International 

 

 

 

 

 

 

Source: Authors’ own compilation based on data from Orkla Annual Reports (’12 – ’13). 

  

Revenue/Profit/Loss (NOK million) 2009 2010 2011 2012 2013

Sales revenues
1

1,961 2,052 2,077 2,508

Other operating revenues 11 21 17 11

Intercompany sales 37 40 39 125

Operating revenues 1,939 2,009 2,113 2,133 2,644

Cost of materials -1,094 -1,153 -1,132 -1,458

Payroll expenses -353 -392 -403 -506

Other operating expenses -432 -483 -529 -675

Depreciation and write-down -90 -76 -74 -91

EBITA (adjusted) 92 40 8 -5 -86

Amortisation intangible assets 0 -1 -2 -1

Other income and expenses -4 -5 -267 -437

Operating profit/loss 36 2 -274 -524

Profit/loss from associates 0 0 0 0

Non-controlling interests' share of profit/loss 0 0 0 0
1
Of this sales in EU 256 251 256 812

Cash Flow (NOK million) 2010 2011 2012 2013

Cash flow from operations before net replacement expenditures 138 -6 29 -97

Net replacement expenditures -67 -65 -61 -63

Cash flow from operations 71 -71 -32 -160

Expansion investments -37 -73 -39 -61

Acquired companies (enterprise value) -265 -48 0 -855

Balance Sheet (NOK million) 2010 2011 2012 2013

Segment Assets

Accounts receivable 344 450 484 652

Other current receivables 54 52 47 50

Inventories 258 282 293 483

Pension plan assets 0 0 0 0

Investments in associates 0 0 0 0

Intangible assets 801 778 731 657

Property, plant and equipment 658 684 672 1,062

Total segment assets 2,115 2,246 2,227 2,904

0 0 0 0

Segment Liabilities

Accounts payable -153 -188 -222 -318

Value added tax, employee taxes etc. -62 -71 -60 -45

Other current liabilities -71 -81 -106 -131

Pension liabilities -9 -6 -6 -8

Deferred tax, excess values -41 -39 -37 -31

Total segment liabilities -336 -385 -431 -533

Capital employed (book value) 1,779 1,861 1,796 2,371
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Orkla Food Ingredients 

 

 

 

 

 

 

Source: Authors’ own compilation based on data from Orkla Annual Reports (’12 – ’13). 

  

Revenue/Profit/Loss (NOK million) 2009 2010 2011 2012 2013

Sales revenues
1

4,431 5,260 5,378 5,939

Other operating revenues 6 8 8 9

Intercompany sales 123 124 49 50

Operating revenues 3,966 4,560 5,392 5,435 5,998

Cost of materials -2,873 -3,556 -3,617 -3,997

Payroll expenses -642 -720 -729 -808

Other operating expenses -665 -762 -741 -788

Depreciation and write-down -112 -120 -115 -117

EBITA (adjusted) 238 268 230 228 288

Amortisation intangible assets -6 -12 -12 -15

Other income and expenses -7 3 -4 -7

Operating profit/loss 255 221 212 266

Profit/loss from associates 1 0 0 0

Non-controlling interests' share of profit/loss -20 -23 -20 -31
1Of this sales in EU 3,701 4,366 4,350 4,813

Cash Flow (NOK million) 2010 2011 2012 2013

Cash flow from operations before net replacement expenditures 292 240 331 379

Net replacement expenditures -78 -89 -99 -97

Cash flow from operations 214 151 232 282

Expansion investments 0 -33 -57 -11

Acquired companies (enterprise value) -422 -20 -60 -110

Balance Sheet (NOK million) 2010 2011 2012 2013

Segment Assets

Accounts receivable 644 721 725 843

Other current receivables 71 67 69 61

Inventories 470 555 543 606

Pension plan assets 0 0 5 6

Investments in associates 3 5 5 3

Intangible assets 791 788 779 902

Property, plant and equipment 738 749 768 880

Total segment assets 2,717 2,885 2,894 3,301

Segment Liabilities

Accounts payable -374 -431 -437 -455

Value added tax, employee taxes etc. -69 -80 -94 -132

Other current liabilities -179 -176 -158 -192

Pension liabilities -107 -106 -103 -133

Deferred tax, excess values -11 -14 -13 -13

Total segment liabilities -740 -807 -805 -925

Capital employed (book value) 1,977 2,078 2,089 2,376
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A.10. Orkla BCG – Analytical Statements 

The following section presents the analytical statements of the respective BCG segments.  

 

Orkla Foods 

 

 

 

Analytical Income Statement (NOK million) 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 8,781 8,778 7,853 9,734

Cost of materials -3,953 -4,058 -3,822 -4,765

Gross Profit 4,828 4,720 4,031 4,969

Payroll expenses -1,843 -1,782 -1,457 -1,861

Other operating expenses -1,714 -1,682 -1,307 -1,583

EBITDA 1,271 1,256 1,267 1,525

Depreciation and write-down -306 -302 -242 -313

EBITA 965 954 1,025 1,212

Amortisation intangible assets 0 0 0 0

Other income and expenses -258 -184 -95 -262

EBIT 707 770 930 950

Taxation (estimated) -189 -206 -246 -237

NOPAT 518 564 684 713

Net financial expenses (estimated) -81 -97 -133 -151

Tax shield 22 26 35 38

Net financial expenses (after-tax) -59 -71 -98 -113

Profit/loss for the year 459 493 586 600

Analytical Balance Sheet (NOK million)

Invested Capital (Net operating assets) 2010 2011 2012 2013

Accounts receivable 936 875 817 1,263

Other current receivables 155 160 156 188

Inventories 1,176 1,302 1,292 1,587

Total current operating assets 2,267 2,337 2,265 3,038

Accounts payable 666 644 594 751

Value added tax, employee taxes etc. 182 160 156 228

Other current liabilities 798 671 589 732

Total current, Non-interest-bearing debt 1,646 1,475 1,339 1,711

Operating working capital 621 862 926 1,327

Investments in associates 0 0 0 0

Intangible assets 1,577 1,608 1,582 6,340

Property, plant and equipment 1,860 1,412 1,416 2,202

Total non-current assets 3,437 3,020 2,998 8,542

Deferred tax, excess values 18 18 17 346

Total non-current, Non-interest bearing debt 18 18 17 346

Invested Capital (Net operating assets) 4,040 3,864 3,907 9,523

Invested Capital 2010 2011 2012 2013

Equity (estimated) 381 257 302 5,090

Interest-bearing debt

Pension liabilities 482 467 461 652

Interest-bearing liabilities (estimated) 3,178 3,140 3,168 3,813

Interest-bearing assets

Pension plan assets 0 0 23 31

Net-interest-bearing debt (NIBD) 3,660 3,607 3,606 4,434

Invested Capital 4,040 3,864 3,907 9,523
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Orkla Confectionary & Snacks 

 

 
 

 

 
 

 
  

Analytical Income Statement (NOK million) 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 4,714 4,793 4,770 4,765

Cost of materials -1,869 -1,952 -1,945 -1,920

Gross Profit 2,845 2,841 2,825 2,845

Payroll expenses -925 -975 -994 -1,031

Other operating expenses -926 -953 -907 -975

EBITDA 994 913 924 839

Depreciation and write-down -158 -164 -161 -176

EBITA 836 749 763 663

Amortisation intangible assets 0 0 0 0

Other income and expenses 7 0 0 -74

EBIT 843 749 763 589

Taxation (estimated) -223 197 198 147

NOPAT 620 946 961 736

Net financial expenses (estimated) -57 -64 -89 -76

Tax shield 15 17 23 19

Net financial expenses (after-tax) -42 -47 -66 -57

Profit/loss for the year 578 899 896 679

Analytical Balance Sheet (NOK million) 2010 2011 2012 2013

Invested Capital (Net operating assets)

Accounts receivable 683 728 735 816

Other current receivables 58 72 72 60

Inventories 425 513 455 489

Total current operating assets 1,166 1,313 1,262 1,365

Accounts payable 333 338 322 333

Value added tax, employee taxes etc. 131 122 154 164

Other current liabilities 456 443 451 472

Total current, Non-interest-bearing debt 920 903 927 969

Operating working capital 246 410 335 396

Investments in associates 0 0 0 0

Intangible assets 3,668 3,677 3,579 3,949

Property, plant and equipment 1,254 1,250 1,249 1,367

Total non-current assets 4,922 4,927 4,828 5,316

Deferred tax, excess values 388 388 372 392

Total non-current, Non-interest bearing debt 388 388 372 392

Invested Capital (Net operating assets) 4,780 4,949 4,791 5,320

Invested Capital

Equity (estimated) 2,211 2,579 2,392 3,092

Interest-bearing debt

Pension liabilities 84 88 89 131

Interest-bearing liabilities (estimated) 2,485 2,283 2,310 2,098

Interest-bearing assets

Pension plan assets 0 0 0 0

Net-interest-bearing debt (NIBD) 2,569 2,371 2,399 2,229

Invested Capital 4,780 4,949 4,791 5,320
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Orkla Home & Personal 

 

 
 

 

 
 

 
  

Analytical Income Statement (NOK million) 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 3,706 3,688 3,994 4,755

Cost of materials -1,431 -1,433 -1,606 -1,909

Gross Profit 2,275 2,255 2,388 2,846

Payroll expenses -640 -631 -728 -878

Other operating expenses -870 -880 -927 -1,078

EBITDA 765 744 733 890

Depreciation and write-down -53 -51 -60 -82

EBIT 712 693 673 808

Amortisation intangible assets -5 -2 -2 -5

Other income and expenses 17 -1 -55 -18

EBIT 724 690 616 785

Taxation (estimated) -197 -188 -166 -209

NOPAT 527 502 450 576

Net financial expenses (estimated) -43 -51 -69 -77

Tax shield 12 14 19 20

Net financial expenses (after-tax) -31 -37 -50 -56

Profit/loss for the year 495 465 399 520

Analytical Balance Sheet (NOK million) 2010 2011 2012 2013

Invested Capital (Net operating assets)

Accounts receivable 532 508 672 710

Other current receivables 50 96 48 42

Inventories 433 486 618 719

Total current operating assets 1,015 1,090 1,338 1,471

Accounts payable 224 250 278 380

Value added tax, employee taxes etc. 66 66 108 80

Other current liabilities 376 359 474 468

Total current, Non-interest-bearing debt 666 675 860 928

Operating working capital 349 415 478 543

Investments in associates 0 0 15 22

Intangible assets 1,178 1,282 2,177 2,287

Property, plant and equipment 380 381 555 529

Total non-current assets 1,558 1,663 2,747 2,838

Deferred tax, excess values 52 53 125 126

Total non-current, Non-interest bearing debt 52 53 125 126

Invested Capital (Net operating assets) 1,855 2,025 3,100 3,255

Invested Capital

Equity (estimated) -102 132 1,239 999

Interest-bearing debt

Pension liabilities 44 33 29 35

Interest-bearing liabilities (estimated) 1,913 1,860 1,833 2,225

Interest-bearing assets

Pension plan assets 0 0 0 4

Net-interest-bearing debt (NIBD) 1,957 1,893 1,862 2,256

Invested Capital 1,855 2,025 3,100 3,255
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Orkla International 

 

 
 

 

 
 

 
  

Analytical Income Statement (NOK million) 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 1,972 2,073 2,094 2,519

Cost of materials -1,094 -1,153 -1,132 -1,458

Gross Profit 878 920 962 1,061

Payroll expenses -353 -392 -403 -506

Other operating expenses -432 -483 -529 -675

EBITDA 93 45 30 -120

Depreciation and write-down -90 -76 -74 -91

EBITA 3 -31 -44 -211

Amortisation intangible assets 0 -1 -2 -1

Other income and expenses -4 -5 -267 -437

EBIT -1 -37 -313 -649

Taxation (estimated) 0 9 73 153

NOPAT -1 -28 -240 -496

Net financial expenses (estimated) -5 -3 -3 10

Tax shield 1 1 1 -2

Net financial expenses (after-tax) -4 -2 -2 8

Profit/loss for the year -5 -31 -242 -489

Analytical Balance Sheet (NOK million) 2010 2011 2012 2013

Invested Capital (Net operating assets)

Accounts receivable 344 450 484 652

Other current receivables 54 52 47 50

Inventories 258 282 293 483

Total current operating assets 656 784 824 1,185

Accounts payable 153 188 222 318

Value added tax, employee taxes etc. 62 71 60 45

Other current liabilities 71 81 106 131

Total current, Non-interest-bearing debt 286 340 388 494

Operating working capital 370 444 436 691

Investments in associates 0 0 0 0

Intangible assets 801 778 731 657

Property, plant and equipment 658 684 672 1,062

Total non-current assets 1,459 1,462 1,403 1,719

Deferred tax, excess values 41 39 37 31

Total non-current, Non-interest bearing debt 41 39 37 31

Invested Capital (Net operating assets) 1,788 1,867 1,802 2,379

Invested Capital

Equity (estimated) 1,547 1,749 1,721 2,671

Interest-bearing debt

Pension liabilities 9 6 6 8

Interest-bearing liabilities (estimated) 233 113 75 -300

Interest-bearing assets

Pension plan assets 0 0 0 0

Net-interest-bearing debt (NIBD) 242 119 81 -292

Invested Capital 1,788 1,867 1,802 2,379
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Orkla Food Ingredients 

 

 
 

 

 
 

 
 

Analytical Income Statement (NOK million) 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 4,437 5,268 5,386 5,948

Cost of materials -2,873 -3,556 -3,617 -3,997

Gross Profit 1,564 1,712 1,769 1,951

Payroll expenses -642 -720 -729 -808

Other operating expenses -665 -762 -741 -788

EBITDA 257 230 299 355

Depreciation and write-down -112 -120 -115 -117

EBITA 145 110 184 238

Amortisation intangible assets -6 -12 -12 -15

Other income and expenses -7 3 -4 -7

EBIT 132 101 168 216

Taxation (estimated) -33 -25 -40 -50

NOPAT 99 76 128 166

Net financial expenses (estimated) -16 -18 -31 -34

Tax shield 4 4 8 8

Net financial expenses (after-tax) -12 -14 -24 -27

Profit/loss for the year 87 63 104 140

Analytical Balance Sheet (NOK million) 2010 2011 2012 2013

Invested Capital (Net operating assets)

Accounts receivable 644 721 725 843

Other current receivables 71 67 69 61

Inventories 470 555 543 606

Total current operating assets 1,185 1,343 1,337 1,510

Accounts payable 374 431 437 455

Value added tax, employee taxes etc. 69 80 94 132

Other current liabilities 179 176 158 192

Total current, Non-interest-bearing debt 622 687 689 779

Operating working capital 563 656 648 731

Investments in associates 3 5 5 3

Intangible assets 791 788 779 902

Property, plant and equipment 738 749 768 880

Total non-current assets 1,532 1,542 1,552 1,785

Deferred tax, excess values 11 14 13 13

Total non-current, Non-interest bearing debt 11 14 13 13

Invested Capital (Net operating assets) 2,084 2,184 2,187 2,503

Invested Capital

Equity (estimated) 1,335 1,503 1,342 1,489

Interest-bearing debt

Pension liabilities 107 106 103 133

Interest-bearing liabilities (estimated) 643 575 748 888

Interest-bearing assets

Pension plan assets 0 0 5 6

Net-interest-bearing debt (NIBD) 750 681 846 1,015

Invested Capital 2,084 2,184 2,187 2,503
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A.11. Orkla BCG – Index Analysis 

The following section presents an index analysis of both income statement- and balance sheet items for the 

respective BCG segments. 

 

 

 

 

Index Analysis - Income Statement 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 100 100 89 111

Gross Profit 100 98 83 103

EBITDA 100 99 100 120

EBITA 100 99 106 126

EBIT 100 109 132 134

Net financial expenses (after-tax) 100 121 166 192

Profit/loss for the year 100 107 128 131

Operating revenues (excl. intercompany sales) 100 102 101 101

Gross Profit 100 100 99 100

EBITDA 100 92 93 84

EBITA 100 90 91 79

EBIT 100 89 91 70

Net financial expenses (after-tax) 100 114 158 137

Profit/loss for the year 100 155 155 117

Operating revenues (excl. intercompany sales) 100 100 108 128

Gross Profit 100 99 105 125

EBITDA 100 97 96 116

EBITA 100 97 95 113

EBIT 100 95 85 108

Net financial expenses (after-tax) 100 119 160 180

Profit/loss for the year 100 94 81 105

Operating revenues (excl. intercompany sales) 100 105 106 128

Gross Profit 100 105 110 121

EBITDA 100 48 32 -129

EBITA n.m. n.m. n.m. n.m.

EBIT n.m. n.m. n.m. n.m.

Net financial expenses (after-tax) n.m. n.m. n.m. n.m.

Profit/loss for the year n.m. n.m. n.m. n.m.

Operating revenues (excl. intercompany sales) 100 119 121 134

Gross Profit 100 109 113 125

EBITDA 100 89 116 138

EBITA 100 76 127 164

EBIT 100 77 127 164

Net financial expenses (after-tax) 100 112 191 213

Profit/loss for the year 100 72 119 160
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Index Analysis - Balance Sheet 2010 2011 2012 2013

Total current operating assets 100 103 100 134

Total current, Non-interest-bearing debt 100 90 81 104

Operating working capital 100 139 149 214

Total non-current assets 100 88 87 249

Total non-current, Non-interest bearing debt 100 100 94 1,922

Equity (estimated) 100 68 79 1,338

Net-interest-bearing debt (NIBD) 100 99 99 121

Invested Capital 100 96 97 236

Total current operating assets 100 113 108 117

Total current, Non-interest-bearing debt 100 98 101 105

Operating working capital 100 167 136 161

Total non-current assets 100 100 98 108

Total non-current, Non-interest bearing debt 100 100 96 101

Equity (estimated) 100 117 108 140

Net-interest-bearing debt (NIBD) 100 92 93 87

Invested Capital 100 104 100 111

Total current operating assets 100 107 132 145

Total current, Non-interest-bearing debt 100 101 129 139

Operating working capital 100 119 137 156

Total non-current assets 100 107 176 182

Total non-current, Non-interest bearing debt 100 102 240 242

Equity (estimated) 100 -130 -1,220 -984

Net-interest-bearing debt (NIBD) 100 97 95 115

Invested Capital 100 109 167 175

Total current operating assets 100 120 126 181

Total current, Non-interest-bearing debt 100 119 136 173

Operating working capital 100 120 118 187

Total non-current assets 100 100 96 118

Total non-current, Non-interest bearing debt 100 95 90 76

Equity (estimated) 100 113 111 173

Net-interest-bearing debt (NIBD) 100 49 34 -121

Invested Capital 100 104 101 133

Total current operating assets 100 113 113 127

Total current, Non-interest-bearing debt 100 110 111 125

Operating working capital 100 117 115 130

Total non-current assets 100 101 101 117

Total non-current, Non-interest bearing debt 100 127 118 118

Equity (estimated) 100 113 101 112

Net-interest-bearing debt (NIBD) 100 91 113 135

Invested Capital 100 105 105 120
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A.12. Orkla BCG – Common-size Analysis 

The following section presents a common-size analysis of both income statement- and balance sheet items 

for the respective BCG segments. 

 

 
 

Common-size Analysis - Income Statement 2010 2011 2012 2013

Operating revenues (excl. intercompany sales) 100% 100% 100% 100%

Gross Profit 55% 54% 51% 51%

EBITDA 14% 14% 16% 16%

EBITA 0% 0% 0% 0%

EBIT 8% 9% 12% 10%

Net financial expenses (after-tax) -1% -1% -2% -2%

Profit/loss for the year 5% 6% 7% 6%

Operating revenues (excl. intercompany sales) 100% 100% 100% 100%

Gross Profit 60% 59% 59% 60%

EBITDA 21% 19% 19% 18%

EBITA 18% 16% 16% 14%

EBIT 18% 16% 16% 12%

Net financial expenses (after-tax) -1% -1% -1% -1%

Profit/loss for the year 12% 19% 19% 14%

Operating revenues (excl. intercompany sales) 100% 100% 100% 100%

Gross Profit 61% 61% 60% 60%

EBITDA 21% 20% 18% 19%

EBITA 19% 19% 17% 17%

EBIT 20% 19% 15% 17%

Net financial expenses (after-tax) -1% -1% -1% -1%

Profit/loss for the year 13% 13% 10% 11%

Operating revenues (excl. intercompany sales) 100% 100% 100% 100%

Gross Profit 45% 44% 46% 42%

EBITDA 5% 2% 1% -5%

EBITA 0% -1% -2% -8%

EBIT 0% -2% -15% -26%

Net financial expenses (after-tax) 0% 0% 0% 0%

Profit/loss for the year 0% -1% -12% -19%

Operating revenues (excl. intercompany sales) 100% 100% 100% 100%

Gross Profit 35% 32% 33% 33%

EBITDA 6% 4% 6% 6%

EBITA 3% 2% 3% 4%

EBIT 3% 2% 3% 4%

Net financial expenses (after-tax) 0% 0% 0% 0%

Profit/loss for the year 2% 1% 2% 2%
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Common-size Analysis - Balance Sheet 2010 2011 2012 2013

Operating working capital 15% 22% 24% 14%

Total non-current assets 85% 78% 77% 90%

Total non-current, Non-interest bearing debt 0% 0% 0% 4%

Invested Capital (Net operating assets) 100% 100% 100% 100%

Equity (estimated) 9% 7% 8% 53%

Net-interest-bearing debt (NIBD) 91% 93% 92% 47%

Invested Capital 100% 100% 100% 100%

Operating working capital 5% 8% 7% 7%

Total non-current assets 103% 100% 101% 100%

Total non-current, Non-interest bearing debt 8% 8% 8% 7%

Invested Capital (Net operating assets) 100% 100% 100% 100%

Equity (estimated) 46% 52% 50% 58%

Net-interest-bearing debt (NIBD) 54% 48% 50% 42%

Invested Capital 100% 100% 100% 100%

Operating working capital 19% 20% 15% 17%

Total non-current assets 84% 82% 89% 87%

Total non-current, Non-interest bearing debt 3% 3% 4% 4%

Invested Capital (Net operating assets) 100% 100% 100% 100%

Equity (estimated) -5% 7% 40% 31%

Net-interest-bearing debt (NIBD) 105% 93% 60% 69%

Invested Capital 100% 100% 100% 100%

Operating working capital 21% 24% 24% 29%

Total non-current assets 82% 78% 78% 72%

Total non-current, Non-interest bearing debt 2% 2% 2% 1%

Invested Capital (Net operating assets) 100% 100% 100% 100%

Equity (estimated) 86% 94% 96% 112%

Net-interest-bearing debt (NIBD) 14% 6% 4% -12%

Invested Capital 100% 100% 100% 100%

Operating working capital 27% 30% 30% 29%

Total non-current assets 74% 71% 71% 71%

Total non-current, Non-interest bearing debt 1% 1% 1% 1%

Invested Capital (Net operating assets) 100% 100% 100% 100%

Equity (estimated) 64% 69% 61% 59%

Net-interest-bearing debt (NIBD) 36% 31% 39% 41%

Invested Capital 100% 100% 100% 100%
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A.13. Key Financial Ratios and the DuPont Pyramid 

In estimating profitability measures such as ROE and ROIC (before tax), the following key ratios have been 

utilized based on (Petersen & Plenborg, 2012, pp. 94-121): 

 

A.13.1.                             (            )  

A.13.2.                                   
    

                
  

A.13.3.         
    

      
  

A.13.4.          (        ) 

A.13.5.                          
                      

    
  

A.13.6.                    
    

                  
  

A.13.7.                      
                  

                
  

 

The connection between these ratios can be illustrated through the DuPont Pyramid: 

 

Overview of the DuPont Pyramid (before tax) 

 

Source: Authors’ own compilation based on (Petersen & Plenborg, 2012, p. 94). 
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A.14. Orkla BCG – Profitability Analysis 

The following section presents the calculations in the profitability analysis for the respective BCG segments. 

 

Orkla BCG – Aggregated  

 

 

 

Orkla Foods 

 

DuPont (before-taxes) 2010 2011 2012 2013

Profit Margin 10.2 % 9.2 % 9.0 % 6.8 %

Turnover Rate 1.6 1.7 1.5 1.2

ROIC 16.5 % 15.3 % 13.7 % 8.2 %

ROIC 16.5 % 15.3 % 13.7 % 8.2 %
Check 0 0 0 0

NBC 2.2 % 2.7 % 3.7 % 3.4 %

FGEAR 1.7 1.4 1.3 0.7

Spread 14.3 % 12.6 % 10.0 % 4.8 %

ROE 41.0 % 32.8 % 26.3 % 11.7 %

ROE 41.0 % 32.8 % 26.3 % 11.7 %

  Using end-of-period numbers 0 0 0 0

DuPont (before-taxes) 2010 2011 2012 2013

Profit Margin 8.1 % 8.8 % 11.8 % 9.8 %

Turnover Rate 2.2 2.3 2.0 1.0

ROIC 17.5 % 19.9 % 23.8 % 10.0 %

ROIC 17.5 % 19.9 % 23.8 % 10.0 %
Check 0 0 0 0

NBC 2.2 % 2.7 % 3.7 % 3.4 %

FGEAR 0.5 0.8 0.4 0.6

Spread 15.3 % 17.2 % 20.1 % 6.6 %

ROE 24.4 % 33.1 % 32.8 % 14.1 %

ROE 24.4 % 33.1 % 32.8 % 14.1 %

  Using end-of-period numbers 0 0 0 0

DuPont (after-taxes) 2010 2011 2012 2013

Profit Margin 6.4 % 8.7 % 7.3 %

Turnover Rate 2.2 2.0 2.5

ROIC 14.0 % 17.7 % 18.3 %

ROIC 14.0 % 17.7 % 18.3 %
Check 0 0 0

NBC 2.6 % 2.0 % 7.8 %

FGEAR 0.5 0.8 0.4

Spread 11.3 % 15.7 % 10.5 %

ROE 19.1 % 29.8 % 22.9 %

ROE 19.1 % 29.8 % 22.9 %

  Using beginning-of-period numbers 0 0 0
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Orkla Confectionary & Snacks 

 

 
Orkla Home & Personal 

 

 

DuPont (before-taxes) 2010 2011 2012 2013

Profit Margin 17.9 % 15.6 % 16.0 % 12.4 %

Turnover Rate 1.0 1.0 1.0 0.9

ROIC 17.6 % 15.1 % 15.9 % 11.1 %

ROIC 17.6 % 15.1 % 15.9 % 11.1 %
Check 0 0 0 0

NBC 2.2 % 2.7 % 3.7 % 3.4 %

FGEAR 0.3 0.6 0.3 0.6

Spread 15.4 % 12.4 % 12.2 % 7.7 %

ROE 22.3 % 22.4 % 19.7 % 15.4 %

ROE 22.3 % 22.4 % 19.7 % 15.4 %

  Using end-of-period numbers 0 0 0 0

DuPont (after-taxes) 2010 2011 2012 2013

Profit Margin 19.7 % 20.2 % 15.4 %

Turnover Rate 1.0 1.0 1.0

ROIC 19.8 % 19.4 % 15.4 %

ROIC 19.8 % 19.4 % 15.4 %
Check 0 0 0

NBC 3.3 % 1.7 % 4.3 %

FGEAR 0.3 0.6 0.3

Spread 16.5 % 17.7 % 11.0 %

ROE 24.8 % 29.7 % 18.8 %

ROE 24.8 % 29.7 % 18.8 %

  Using beginning-of-period numbers 0 0 0

DuPont (before-taxes) 2010 2011 2012 2013

Profit Margin 19.5 % 18.7 % 15.4 % 16.5 %

Turnover Rate 2.0 1.8 1.3 1.5

ROIC 39.0 % 34.1 % 19.9 % 24.1 %

ROIC 39.0 % 34.1 % 19.9 % 24.1 %
Check 0 0 0 0

NBC 2.2 % 2.7 % 3.7 % 3.4 %

FGEAR 0.3 0.6 0.3 0.5

Spread 36.8 % 31.4 % 16.2 % 20.7 %

ROE 50.5 % 52.2 % 24.7 % 35.3 %

ROE 50.5 % 52.2 % 24.7 % 35.3 %

  Using end-of-period numbers 0 0 0 0

DuPont (after-taxes) 2010 2011 2012 2013

Profit Margin 13.6 % 11.3 % 12.1 %

Turnover Rate 2.0 2.0 1.5

ROIC 27.1 % 22.2 % 18.6 %

ROIC 27.1 % 22.2 % 18.6 %
Check 0 0 0

NBC 3.3 % 2.6 % 4.0 %

FGEAR 0.3 0.6 0.3

Spread 23.8 % 19.6 % 14.6 %

ROE 34.5 % 33.6 % 22.9 %

ROE 34.5 % 33.6 % 22.9 %

  Using beginning-of-period numbers 0 0 0
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Orkla International 

 

 

Orkla Food Ingredients 

 

 

  

DuPont (before-taxes) 2010 2011 2012 2013

Profit Margin -0.1 % -1.8 % -14.9 % -25.8 %

Turnover Rate 1.1 1.1 1.2 1.1

ROIC -0.1 % -2.0 % -17.4 % -27.3 %

ROIC -0.1 % -2.0 % -17.4 % -27.3 %
Check 0 0 0 0

NBC 2.2 % 2.7 % 3.7 % 3.4 %

FGEAR 0.3 0.6 0.3 0.5

Spread -2.3 % -4.7 % -21.1 % -30.7 %

ROE -0.7 % -4.6 % -23.4 % -43.5 %

ROE -0.7 % -4.6 % -23.4 % -43.5 %

  Using end-of-period numbers 0 0 0 0

DuPont (after-taxes) 2010 2011 2012 2013

Profit Margin -1.4 % -11.4 % -19.7 %

Turnover Rate 1.2 1.1 1.4

ROIC -1.6 % -12.8 % -27.5 %

ROIC -1.6 % -12.8 % -27.5 %
Check 0 0 0

NBC 3.5 % 1.7 % 5.3 %

FGEAR 0.3 0.6 0.3

Spread -5.1 % -14.5 % -32.9 %

ROE -3.0 % -21.0 % -37.0 %

ROE -3.0 % -21.0 % -37.0 %

  Using beginning-of-period numbers 0 0 0

DuPont (before-taxes) 2010 2011 2012 2013

Profit Margin 3.0 % 2.0 % 3.2 % 3.7 %

Turnover Rate 2.1 2.4 2.5 2.4

ROIC 6.4 % 4.7 % 7.8 % 8.7 %

ROIC 6.4 % 4.7 % 7.8 % 8.7 %
Check 0 0 0 0

NBC 2.2 % 2.7 % 3.7 % 3.4 %

FGEAR 0.3 0.6 0.3 0.6

Spread 4.2 % 2.0 % 4.1 % 5.3 %

ROE 7.9 % 6.0 % 9.2 % 11.9 %

ROE 7.9 % 6.0 % 9.2 % 11.9 %

  Using end-of-period numbers 0 0 0 0

DuPont (after-taxes) 2010 2011 2012 2013

Profit Margin 1.5 % 2.4 % 2.8 %

Turnover Rate 2.5 2.5 2.7

ROIC 3.7 % 5.9 % 7.7 %

ROIC 3.7 % 5.9 % 7.7 %
Check 0 0 0

NBC 3.2 % 1.9 % 4.4 %

FGEAR 0.3 0.6 0.3

Spread 0.5 % 4.1 % 3.3 %

ROE 3.9 % 8.5 % 8.8 %

ROE 3.9 % 8.5 % 8.8 %

  Using beginning-of-period numbers 0 0 0
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A.15. Orkla ASA – Reported Financials 

The following section presents the reported financial statements of Orkla Group, which have been used in 

deriving the NIBD on a group level for the purpose of the SOTP-valuation. 

 

 

 
Source: Authors’ own compilation based on data from Orkla Annual Reports (’08 –’13). 

Income Statement (NOK million) 2008 2009 2010 2011 2012 2013

Sales revenues 56,848 48,851 56,051 60,345 28,559 32,216

Other operating revenues 997 1,382 1,287 664 1,442 829

Operating revenues 57,845 50,233 57,338 61,009 30,001 33,045

Cost of materials -28,945 -23,851 -29,161 -32,604 -15,063 -16,690

Payroll expenses -10,313 -9,926 -10,589 -10,668 -5,168 -5,918

Other operating expenses -13,012 -11,601 -11,832 -11,835 -5,542 -6,171

Gross Profit 5,575 4,855 5,756 5,902 4,228 4,266

Depreciation and write-down PP&E -1,699 -1,826 -1,812 -1,861 -933 -1,103

Amortisation intangible assets -227 -213 -52 -55 -16 -21

Other income and expenses -1,654 2,871 330 -1,041 -433 -860

Operating profit (EBIT) 1,995 5,687 4,222 2,945 2,846 2,282

Profit/loss from associates 2,189 -3,919 -6,169 -5,505 414 2

Dividends received 473 252 522 440 211 250

Gains, losses and write-downs in the Share Portfolio -6,043 584 1,772 1,643 857 623

Finance income 353 196 224 273 196 85

Finance costs -848 -945 -551 -719 -651 -578

Profit/loss before taxes -1,881 1,855 20 -923 3,873 2,664

Taxes -933 276 -844 -1,018 -707 -692

Profit/loss after taxes from continuing operations -2,814 2,131 -824 -1,941 3,166 1,972

Gains/profit/loss discontinued operations -151 429 -40 1,213 -1,583 -1,225

Profit/loss for the year -2,965 2,560 -864 -728 1,583 747

Balance Sheet (NOK million) 2008 2009 2010 2011 2012 2013

Assets

Property, plant and equipment 26,368 24,694 17,730 18,058 9,929 11,651

Intangible assets 16,317 14,217 12,337 12,460 9,948 15,368

Deferred tax assets 984 514 623 341 121 34

Investments in associates 17,112 14,676 9,990 4,723 2,738 10,377

Other assets 1,219 1,246 995 959 892 665

Non-current assets 62,000 55,347 41,675 36,541 23,628 38,095

Assets held for sale/discontinued operations 3,148 - 13,891 391 13,740 -

Inventories 9,564 7,531 7,102 8,047 4,243 4,836

Receivables 14,331 16,568 10,380 10,462 5,273 6,328

Share Portfolio etc. 11,445 11,087 11,674 5,502 3,601 1,051

Cash and cash equivalents 4,438 4,153 2,819 5,453 7,201 1,805

Current assets 42,926 39,339 45,866 29,855 34,058 14,020

Total assets 104,926 94,686 87,541 66,396 57,686 52,115

Equity and liabilities

Paid-in equity 1,993 1,995 1,999 1,997 1,985 1,989

Retained earnings 45,390 46,560 44,567 32,109 28,839 28,490

Non-controlling interests 2,686 370 365 280 258 301

Equity 50,069 48,925 46,931 34,386 31,082 30,780

Deferred tax 2,872 1,998 1,874 1,251 1,139 1,210

Provisions and other liabilities 2,361 2,341 2,207 1,914 1,968 2,159

Interest-bearing liabilities 29,598 29,042 21,820 15,488 9,531 8,041

Non-current liabilities 34,831 33,381 25,901 18,653 12,638 11,410

Liabilities held for sale/discontinued operations 665 - 2,544 177 3,793 -

Interest-bearing liabilities 3,654 1,746 1,380 1,472 3,460 2,837

Income tax payable 1,005 332 255 848 556 402

Other liabilities 14,702 10,302 10,530 10,860 6,157 6,686

Current liabilities 20,026 12,380 14,709 13,357 13,966 9,925

Equity and liabilities 104,926 94,686 87,541 66,396 57,686 52,115
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A.16. Orkla ASA – Analytical Statements Description 

Income Statement (Orkla Group) 

Most items are observably related to either “Operations” or “Financing”, but some items require a more 

detailed analysis of the corresponding note to be able to classify the item. The following section describes 

the considerations and assumptions made when reclassifying the Income Statement of Orkla Group. 

Other income and expenses 

Based on notes to the income statement for the years 2008-2013, “Other income and expenses” has been 

disaggregated. By reclassifying the item into four groups (‘Gains and losses’, ‘Restructuring costs’, ‘Write 

downs’ and ‘Other’, respectively), recurring and non-recurring items can be separated (Petersen & Plenborg, 

2012). Due to the fact that most of the items relates to discontinued operations, only ‘Restructuring costs’ is 

regarded as recurring. Restructuring costs have been fairly consistent, and the authors’ would argue that even 

though Orkla are discontinuing non-core assets, there will most likely also be significant restructuring costs 

going forward. For the complete analysis, see Appendix A.18. 

 

See Note 13, p. 74, Annual Report 2013. 

Profits/loss from associates 

After the sale of REC, ‘Profits/Loss from Associates’ consists mainly of the company’s investment in Jotun 

and Sapa JV. Orkla has made no stated intent of selling off this position, hence in reformulating the income 

statement this item is considered recurring and part of operations. 

 

See Note 7, p.68, Annual Report 2013. 

Dividends received 

Dividends received relate to equity investment (share portfolio) with ownership of less than 20%, and should 

therefore be considered to be a financial item. 

 

See Note 23 p.87, Annual Report 2013. 

Gains, losses and write-downs in the Share Portfolio 

As investments in financial assets are no longer considered part of Orkla’s operations, ‘Gains, losses and 

write-downs in the share portfolio’ is considered to be a financial item. 

 

See Note 23 p.87, Annual Report 2013. 
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Financial expenses and income 

These items are directly related to financing and should therefore not be included as operating activity.  

 

See Note 14 p.76, Annual Report 2013. 

Taxes 

Taxes are related to both operating activity and financing activity, as some items reported above “Profit 

before tax” is considered financial. Thus, some of the reported tax is related to financing activity. To make 

the separation, “Net financial expenses” is calculated and the estimated marginal tax rate is applied in 

calculating the “Tax shield”.   

Balance Sheet (Orkla Group) 

Deferred tax assets / liability 

It could be discussed whether deferred tax assets are actually assets, and whether deferred tax liabilities are 

actually liabilities. Some argue that deferred tax liabilities are more like “quasi-equity items”, since the 

liabilities are not payable for many years to come or maybe never have to be paid (Petersen & Plenborg, 

2012, pp. 431-433). However, usually the items are related to operations. Consequently, there are valid 

reasons to treat the items as operating activity. 

 

Investments in associates 

Since this item mainly consists of the investment in Jotun and Sapa JV, ‘Investments in associates’ are 

considered to be part of operations. 

 

See Note 7 p.68, Annual Report 2013. 

Other assets 

Other assets consist mainly of financial investments (shares and interest-bearing investments related to 

pension assets). Although a small portion is non-interest-bearing, ‘Other assets’ is considered to be a 

financial item. 

 

“Other non-current assets consist of financial investments of a long-term nature. The shares are 

presented at fair value with changes in value taken to comprehensive income. If the shares have 

decreased in value and the decline in value is significant or prolonged, the shares are written down in 

the income statement. This item also includes net pension plan assets in companies that have greater 

pension plan assets than pension liabilities. Other items are derivatives and receivables due in more 

than one year’s time.” 

                   Note 27 

See Note 26 p.89, Annual Report 2013. 



Appendices   

                                                                   Page 161 of 251 

 

Assets Held for Sale 

As these assets are converted into cash within a short time period, and as they will not be part of the 

continuing business, they are treated as cash (i.e. part of financials). However, in 2012 Orkla classified all 

assets related to the Sapa JV with Norsk Hydro, as ‘held for sale’ on the balance sheet for accounting 

purposes. In 2013, the assets were reclassified as ‘investment in associates’. Therefore, to not distort the 

estimate of NIBD and Invested Capital, the authors’ have adjusted for this and reclassified the assets related 

to Sapa JV as being part of operations in 2012. 

 

See Note 39, p.80, Annual Report 2012. 

Liabilities Held for Sale 

These liabilities are in general treated as interest-bearing. However, in relation to the adjustments described 

in ‘assets held for sale’, the liabilities regarding the Sapa JV are reclassified as non-interest-bearing. 

 

See Note 39, p.80, Annual Report 2012. 

 

Share Portfolio etc. 

In general, this item would be regarded as ‘cash equivalent’ and thus be subtracted in calculating NIBD. 

However, as the share portfolio is valued as a separate item in the sum-of-the-parts valuation, it has to be 

reclassified to avoid ‘double-counting’. Hence, the item is treated as part of operations.   

Provisions and Other Liabilities 

Provisions are measured at present value (value in use). The same arguments apply to this item as for 

pensions, and the item should be treated as interest-bearing debt - i.e. as part of financing activities. 

 

Other Liabilities 

Other liabilities are considered an operational item as all related items are non-interest-bearing. 

 

See Note 27, p.89, Annual Report 2013. 
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A.17. Orkla ASA – Analytical Statements 

 

 
 

 

Analytical Income Statement (NOK million) 2008 2009 2010 2011 2012 2013

Sales revenues 56,848 48,851 56,051 60,345 28,559 32,216

Other operating revenues 997 1,382 1,287 664 1,442 829

Operating revenues 57,845 50,233 57,338 61,009 30,001 33,045

Cost of materials -28,945 -23,851 -29,161 -32,604 -15,063 -16,690

Gross Profit 28,900 26,382 28,177 28,405 14,938 16,355

Payroll expenses -10,313 -9,926 -10,589 -10,668 -5,168 -5,918

Other operating expenses -13,012 -11,601 -11,832 -11,835 -5,542 -6,171

Other Income and Expenses (Operational) -188 -185 -26 -809 -417 -213

Profit/loss from associates 2,189 -3,919 -6,169 -5,505 414 2

EBITDA 7,576 751 -439 -412 4,225 4,055

Depreciation and write-down PP&E -1,699 -1,826 -1,812 -1,861 -933 -1,103

Amortisation intangible assets -227 -213 -52 -55 -16 -21

EBIT 5,650 -1,288 -2,303 -2,328 3,276 2,931

Tax -2,930 1,106 -224 -650 -553 -759

NOPAT 2,720 -182 -2,527 -2,978 2,723 2,172

Other Income and Expenses (Financial) -1,466 3,056 356 -232 -16 -647

Dividends received 473 252 522 440 211 250

Gains, losses and write-downs in the Share Portfolio -6,043 584 1,772 1,643 857 623

Finance income 353 196 224 273 196 85

Finance costs -848 -945 -551 -719 -651 -578

Net Financial Expenses -7,531 3,143 2,323 1,405 597 -267

Tax Shield 1,997 -830 -620 -368 -154 67

Net Financial Expenses (after-tax) -5,534 2,313 1,703 1,037 443 -200

Gains/profit/loss discontinued operations -151 429 -40 1,213 -1,583 -1,225

Profit/loss for the year -2,965 2,560 -864 -728 1,583 747

Analytical Balance Sheet (NOK million) 2008 2009 2010 2011 2012 2013

Invested Capital (Net operating assets)

Inventories 9,564 7,531 7,102 8,047 4,243 4,836

Receivables 14,331 16,568 10,380 10,462 5,273 6,328

Adjustment for 'discontinued operations' 6,079

Total current operating assets 23,895 24,099 17,482 18,509 15,595 11,164

Income tax payable 1,005 332 255 848 556 402

Other liabilities 14,702 10,302 10,530 10,860 6,157 6,686

Adjustment for 'discontinued operations' 3610

Total current, Non-interest-bearing debt 15,707 10,634 10,785 11,708 10,323 7,088

Operating working capital 8,188 13,465 6,697 6,801 5,272 4,076

Property, plant and equipment 26,368 24,694 17,730 18,058 9,929 11,651

Intangible assets 16,317 14,217 12,337 12,460 9,948 15,368

Deferred tax assets 984 514 623 341 121 34

Investments in associates 17,112 14,676 9,990 4,723 2,738 10,377

Share Portfolio etc. 11445 11087 11674 5502 3601 1051

Adjustment for 'discontinued operations' 7,661

Total non-current assets 72,226 65,188 52,354 41,084 33,998 38,481

Deferred tax 2,872 1,998 1,874 1,251 1,139 1,210

Adjustment for 'discontinued operations' 183

Total non-current, Non-interest bearing debt 2,872 1,998 1,874 1,251 1,322 1,210

Invested Capital (Net operating assets) 77,542 76,655 57,177 46,634 37,948 41,347
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Invested Capital

Total equity 50,069 48,925 46,931 34,386 31,082 30,780

Provisions and other liabilities 2,361 2,341 2,207 1,914 1,968 2,159

Interest-bearing liabilities 29,598 29,042 21,820 15,488 9,531 8,041

Liabilities held for sale/discontinued operations 665 - 2,544 177 - -

Interest-bearing liabilities 3,654 1,746 1,380 1,472 3,460 2,837

Total interes-bearing debt 36,278 33,129 27,951 19,051 14,959 13,037

Assets held for sale/discontinued operations 3,148 - 13,891 391 - -

Cash and cash equivalents 4,438 4,153 2,819 5,453 7,201 1,805

Other assets 1,219 1,246 995 959 892 665

Total interest-bearing assets 8,805 5,399 17,705 6,803 8,093 2,470

Net-interest-bearing debt (NIBD) 27,473 27,730 10,246 12,248 6,866 10,567

Invested Capital 77,542 76,655 57,177 46,634 37,948 41,347
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A.18. Orkla ASA – Other Income 

 

 

Other Income (NOK million) 2008 2009 2010 2011 2012 2013

M&A costs -28 -124 -79 -204

Special IFRS effects -22 -46

Final settlement employments -169

Write-down brands and goodwill in Orkla Foods Denmark (Pastella) -48

Write-down immaterial assets and provision for Orkla Brands Russia -435

Restructuring Orkla Foods Sweden and Orkla Foods Denmark -20

Restructuring Gränges (Heat Transefer) -24

Outsourcing IT Orkla Shared Services -41

Gain on disposal of Salvesen & Thams 44

Restructuring and legal disputes in Russia -267

Restructuring Procordia, Abba and Beauvais -55

Property tax in AS Saudefaldene for previous periods -19

Final settlements Group and Orkla Financial Investments -43

Insurance settlements Sapa Heat Transfer 30 127

Restructuring Sapa Heat Transfer -16

Write-down property, plant and equipment in Denomega -6

Restructuring Profiles and heat Transfer/Building System, Sapa -679

Net costs fires Finspång, Sapa -212 -41

Step acquisition in Orkla Brands and Orkla Eiendom -6

Gain on sale/settlements provisions etc., Borregaard 19

Write-down and selling expenses related to Bakers, Orkla Brands -155

Write-down PP&E in Denomega, Borregaard -55

Termination of the old AFP schemes and issued paid-up policies 1

Provision closure of Borregaard Italy -63

Loss and write-down of goodwill Orkla Finans -172

Gain on sale of property in Switzerland, Borregaard 47

Gain on sale of Borregaard Skoger 1,309

Final settlements regarding Sapa holland 3

Write-down buildings and machinery magnolia and Drunen Sapa -27

Write-down goodwill Bakers, Orkla Brands -276

Settlement sale power plants and correction

value power contracts related to sale of Elkem -254

Orkla Brands, settlement Russian Snack Company 2

Gain on sale of power plants 3,066

Provision for restructuring, Sapa, related to acquisition of Indalex -94

Provision for restructuring Sapa Benelux -91

Final settlement Orkla Brands related to Kotlin and Elbro in Poland -10

Orkla Brands International: Write-down goodwill in SladCo Russia -547

Write-down of inventory in Sapa Profiles -372

Borregaard: Closure of business in Switzerland -527

Borregaard: Closure of LignoTech Finland -34

Restructuring of Sapa Profiles -188

Residual settlement of former provisions in Orkla Brands 14

Total -1,654 2,871 330 -1,041 -433 -860

Of this: 

Write-down property, plant and equipment -280 -18 -54 -199 -35 0

Write-down intangible assets -547 0 -732 -7 0 -483

Other income Reclassified

Gains and losses from sale of non-current assets -561 3,056 870 19 1 -204

Restructuring  costs (incl. M&A Costs) -188 -185 -26 -809 -417 -213

Write-downs (impairment) of assets -919 -303 -210 -6 -483

Other 14 -211 -41 -11 40

Total -1,654 2,871 330 -1,041 -433 -860

Other income Adjusted

Other Income and Expenses (Operational) -188 -185 -26 -809 -417 -213

Other Income and Expenses (Financial) -1,466 3,056 356 -232 -16 -647
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A.19. Peer Group Analysis 

By scanning for potential competitors and examining equity research reports on Orkla, an extensive list of 

peers for each segment has been constructed. Using Datastream, the authors collected financial data for each 

peer and calculated valuation multiples. The extensive list of peers and multiples is shown below: 

 

Extensive list of peers with key financials and relevant valuation multiples 

 

  

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

Company Name Country (USDm) (USDm) 2013 2013 2013 2013

Orkla NO 5,543 571 1.6x 16.0x 23.4x 23.8x

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

FOODS Country (USDm) (USDm) 2013 2013 2013 2013

Kraft Foods Group US 33,514 40,466 2.2x 11.8x 13.4x 13.4x

Kellogg US 22,216 28,236 1.9x 10.7x 12.9x 12.9x

Nestle CH 239,006 256,809 2.4x 13.8x 16.2x 17.2x

Campbell Soup US 13,921 18,785 2.2x 11.0x 14.3x 14.5x

Danone FR 43,794 54,513 1.8x 11.2x 13.8x 13.9x

Hillshire Brands US 4,631 4,628 1.2x 9.3x 12.2x 12.7x

Unilever GB 111,276 129,240 1.8x 11.2x 12.7x 13.1x

Procter & Gamble US 216,289 237,373 2.8x 12.6x 14.5x 14.9x

Associated British Foods GB 36,804 23,716 1.1x 8.8x 11.5x 12.1x

Conagra Foods US 12,532 23,892 1.5x 11.9x 14.7x 15.2x

General Mills US 31,670 37,853 2.1x 10.9x 13.2x 13.2x

Diamond Foods US 1,064 1,616 1.9x 16.9x 23.1x 26.0x

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

CONFECTIONARY & SNACKS Country (USDm) (USDm) 2013 2013 2013 2013

Mondelez International US 58,514 73,179 2.1x 13.4x 16.0x 17.4x

Cloetta SE 1,029 1,404 1.8x 11.6x 14.7x 15.1x

Lindt & Spruengli CH 12,324 10,915 3.3x 19.0x 23.5x 23.6x

Barry Callebaut CH 7,063 7,245 1.3x 13.6x 15.9x 17.2x

The Hershey Company US 23,169 23,180 3.2x 14.6x 16.5x 16.9x

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

HOME & PERSONAL Country (USDm) (USDm) 2013 2013 2013 2013

Henkel DE 44,550 47,126 2.1x 11.5x 12.8x 13.5x

Reckitt Benckiser GB 57,445 60,540 3.6x 13.1x 14.0x 14.0x

Beiersdorf DE 24,460 24,727 2.9x 19.2x 21.3x 21.8x

L'Oreal FR 97,631 95,287 3.0x 14.5x 16.9x 17.7x

Clorox US 11,462 12,912 2.3x 11.2x 13.2x 13.3x

Bjørn Borg SE 105 113 1.4x 25.7x 32.3x 34.0x

Colgate-Palmolive US 59,125 65,339 3.8x 14.3x 15.7x 15.8x

Procter & Gamble US 216,289 237,373 2.8x 12.6x 14.5x 14.9x

Unilever GB 111,276 129,240 1.8x 11.2x 12.7x 13.1x

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

FOOD INGREDIENTS Country (USDm) (USDm) 2013 2013 2013 2013

Aryzta CH 7,655 6,648 1.1x 8.1x 9.5x 13.2x

Chr Hansen DK 5,393 5,312 5.2x 15.3x 17.9x 19.8x

Kerry Group IE 13,547 13,716 1.7x 13.9x 16.1x 16.4x

Tate & Lyle GB 4,921 7,390 1.4x 9.9x 12.2x 12.5x

Suedzucker DE 6,255 12,217 1.1x 7.1x 8.9x 9.2x

Apetit FI 188 166 0.3x 6.2x 8.5x 9.8x

Raisio FI 1,109 952 1.2x 12.6x 16.3x 17.4x
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Extensive list of peers with key financials and relevant valuation multiples (continued) 

 

Source: Authors’ own compilation based on (Datastream, 2014a). 

 

In line with the arguments presented in Section 6.2, comparing multiples of companies in the same industry 

regardless of differences in their performance is a dubious approach. Hence, for each peer-company the 

estimated sales growth for the period 2013-2016 (as provided by Datastream) and the EBITA-margin 

exhibited in 2013 have been found. Consequently, the potential peers in each segment has been sorted based 

on these characteristics, allowing to group the peers according to financial performance affecting the 

underlying factors of the EV/EBITA multiple. Sorting and grouping the peers yield the following table: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

HYDRO POWER Country (USDm) (USDm) 2013 2013 2013 2013

Hafslund NO 1,562 3,350 1.6x 8.2x 12.0x 12.1x

Fortum FI 20,160 32,363 3.8x 10.1x 14.4x 14.5x

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

ALUMINUM Country (USDm) (USDm) 2013 2013 2013 2013

Norsk Hydro NO 10,040 10,441 1.0x 8.7x 21.0x 22.7x

Alcoa US 12,979 14,270 0.6x 5.6x 11.9x 12.7x

Century Aluminum US 1,158 1,072 0.7x N/M N/M N/M

Hindalco Industries IN 4,021 10,644 0.8x 8.3x 12.9x 13.1x

Kaiser Aluminum US 1,310 1,397 1.1x 8.0x 9.5x 9.6x

Precn.Castparts US 37,052 31,272 3.7x 13.2x 14.3x 14.5x

Superior Industries US 530 346 0.4x 5.8x 9.5x 10.0x

Market Cap EV 2013 EV/Sales EV/EBITDA EV/EBITA EV/EBIT

JOTUN Country (USDm) (USDm) 2013 2013 2013 2013

Tikkurila FI 1,068 1,289 1.4x 9.8x 12.1x 12.8x

PPG Industries US 27,452 28,586 1.9x 12.1x 14.2x 15.1x

Sherwin-Williams US 20,503 19,946 2.0x 14.2x 16.0x 16.4x

Akzo Nobel NL 19,559 21,144 1.0x 8.8x 11.9x 13.8x

Valspar US 6,262 6,702 1.6x 10.9x 12.5x 12.7x

RPM International US 5,688 5,577 1.4x 13.2x 15.3x 16.5x
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Sorting and grouping peers based on underlying financial performance 

 

 

Source: Authors’ own compilation based on (Datastream, 2014a). 

 

Segment Valuation Multiples Consensus Projected Financial Performance

EV /  Sales Growth      EBITA margin Performance

EBITA  2013 - 2016 (%)      2013 (%) characteristics

FOODS

Diamond Foods

Hillshire Brands

Campbell Soup

Kraft Foods Group

Kellogg

Procter & Gamble

Unilever

General Mills

Associated British Foods High growth, low margin

Danone

Nestle

Conagra Foods

Average

CONFECTIONARY & SNACKS

Barry Callebaut High growth, low margin

Mondelez International

Cloetta

The Hershey Company

Lindt & Spruengli

Average

HOME & PERSONAL

Clorox

Procter & Gamble

Reckitt Benckiser

Unilever

Bjørn Borg High growth, low margin

L'Oreal

Colgate-Palmolive

Beiersdorf

Henkel
Average

FOOD INGREDIENTS

Apetit Low growth, low margin

Suedzucker

Tate & Lyle

Raisio High growth, low margin

Kerry Group

Aryzta

Chr Hansen

Average

HYDRO POWER

Hafslund Low growth, low margin

Fortum Low growth, high margin

Average

SAPA

Norsk Hydro

Alcoa

Century Aluminum

Hindalco Industries

Superior Industries

Kaiser Aluminum

Precn.Castparts

Average

JOTUN

Akzo Nobel

Tikkurila

PPG Industries

Sherwin-Williams

Valspar

RPM International

Average

High growth, high margin

Low growth, high margin

Low growth, low margin

High growth, high margin

High growth, high margin

Low growth, high margin

High growth, medium margin

Low growth, low margin

Low growth, high margin

High growth, high margin

Low growth, high margin

High growth, high margin

High growth, high margin

High growth, low margin

4.8

9.2

1.0

7.1

7.2

8.3

8.7

8.7

16.8

12.9

13.0

16.6

9.5

39.5

12.4

14.5

20.0

22.6

21.8

8.0

8.3

8.6

8.7

17.0

11.0

15.1

16.7

17.4

12.3

5.4

-3.5

-1.8

12.1

11.7

16.8

23.7

9.2

-0.4

-7.8

-4.1

16.6

10.9

43.1

36.0

56.4

19.9

38.5

31.6

9.7

6.8

13.4

22.2

20.1

19.7

15.3

23.1

12.2

14.3

13.4

12.9

14.5

12.7

13.2

11.5

13.8

16.2

14.7

14.4

15.9

16.0

14.7

16.5

23.5

17.3

13.2

14.5

14.0

12.7

32.3

16.9

15.7

21.3

12.8

17.0

8.5

8.9

12.2

16.3

16.1

9.5

17.9

12.8

12.0

14.4

13.2

21.0

11.9

-28.9

12.9

9.5

9.5

14.3

7.2

11.9

12.1

14.2

16.0

12.5

15.3

13.7

8.1

9.7

15.3

16.6

14.9

19.5

14.5

16.2

9.3

13.4

15.1

10.5

13.6

8.2

12.9

12.4

19.7

14.1

13.4

17.4

19.5

26.1

14.5

4.5

17.6

23.9

13.6

16.2

17.0

3.6

12.5

11.2

7.5

10.5

11.1

28.9

12.2

13.0

26.7

19.8

4.6

5.2

-2.5

6.3

4.6

11.4

26.1

7.9

8.7

11.7

13.3

12.2

13.0

9.0

11.3

Segment Valuation Multiples Consensus Projected Financial Performance

EV /  Sales Growth      EBITA margin Performance

EBITA  2013 - 2016 (%)      2013 (%) characteristics

Confectionary & Snacks

Barry Callebaut High growth, low margin

Mondelez International

Cloetta

The Hershey Company

Lindt & Spruengli

Average

Home & Personal

Clorox

Procter & Gamble

Reckitt Benckiser

Unilever

Bjørn Borg High growth, low margin

L'Oreal

Colgate-Palmolive

Beiersdorf

Henkel
Average

Food Ingredients

Apetit Low growth, low margin

Suedzucker

Tate & Lyle

Raisio High growth, low margin

Kerry Group

Aryzta

Chr Hansen

Average

Hydro Power

Hafslund Low growth, low margin

Fortum Low growth, high margin

Average

Gränges (Heat Transfer)

Norsk Hydro

Alcoa

Century Aluminum

Hindalco Industries

Superior Industries

Kaiser Aluminum

Precn.Castparts

Average

Jotun

Akzo Nobel

Tikkurila

PPG Industries

Sherwin-Williams

Valspar

RPM International

Average

Legend: Average Positive Negative

High growth, high margin

High growth, high margin

Low growth, high margin

High growth, medium margin

Low growth, low margin

Low growth, high margin

High growth, high margin

Low growth, high margin

High growth, high margin

High growth, high margin

High growth, low margin

39.5

12.4

14.5

20.0

22.6

21.8

8.0

8.3

8.6

8.7

17.0

11.0

15.1

16.7

17.4

12.3

5.4

-3.5

-1.8

12.1

11.7

16.8

23.7

9.2

-0.4

-7.8

-4.1

16.6

10.9

43.1

36.0

56.4

19.9

38.5

31.6

9.7

6.8

13.4

22.2

20.1

19.7

15.3

15.9x

16.0x

14.7x

16.5x

23.5x

17.3x

13.2x

14.5x

14.0x

12.7x

32.3x

16.9x

15.7x

21.3x

12.8x

17.0x

8.5x

8.9x

12.2x

16.3x

16.1x

9.5x

17.9x

12.8x

12.0x

14.4x

13.2x

21.0x

11.9x

-28.9x

12.9x

9.5x

9.5x

14.3x

7.2x

11.9x

12.1x

14.2x

16.0x

12.5x

15.3x

13.7x

8.2

12.9

12.4

19.7

14.1

13.4

17.4

19.5

26.1

14.5

4.5

17.6

23.9

13.6

16.2

17.0

3.6

12.5

11.2

7.5

10.5

11.1

28.9

12.2

13.0

26.7

19.8

4.6

5.2

-2.5

6.3

4.6

11.4

26.1

7.9

8.7

11.7

13.3

12.2

13.0

9.0

11.3
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The large number of peers in most groups results in varying EV/EBITA multiples. However, by sorting the 

companies based on performance characteristics, the peers that do not compare to the Orkla segments can be 

rejected. In this process, the historic sales and EBITA for each Orkla segment is analyzed: 

 

 

Key financials by Orkla segment 

 

 
Source: Authors’ own compilation based on data from (Orkla ASA, 2013a; 2012a; Jotun, 2013; 2012; 2011). 

 

 

By comparing average sales growth and EBITA-margin over the last four years, the list of extensive peers is 

refined to only include peers with comparable financial performance, which is the list presented in Section 

6.2. See this segment for the arguments as to which peers are rejected. 

 

  

Segments 2010 2011 2012 2013 Avg. Sales 

Growth '10-'13

Avg. EBITA 

Margin '10-'13

Orkla Foods

Sales 8,775 8,772 7,839 9,797 4.8%

EBITA 1,065 1,058 1,114 1,275 13.1%

Confectionary & Snacks

Sales 4,705 4,772 4,760 4,755 0.4%

EBITA 852 762 780 682 15.6%

Home & Personal

Sales 3,701 3,684 3,986 4,743 8.9%

EBITA 742 726 702 823 18.2%

International

Sales 1,961 2,052 2,077 2,508 8.9%

EBITA 40 8 -5 -86 -1.1%

Food Ingredients

Sales 4,431 5,260 5,378 5,939 10.5%

EBITA 268 230 228 288 4.5%

Hydro Power

Sales 579 1,105 533 639 19.7%

EBITA 177 260 208 213 32.0%

Gränges (Heat Transfer)

Sales 3,201 3,807 3,913 3,895 7.1%

EBITA 340 179 309 337 7.1%

Jotun

Sales 9,767 10,659 11,351 12,034 7.2%

EBITA 965 976 1,141 1,276 9.9%
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A.20. BCG Peer – Reported Financials 

The following section presents the reported financial statements of selected international BCG peers.  

 

Unilever 

 

 

 

 

 

 

Income Statement (EUR million) 2008 2009 2010 2011 2012 2013

Turnover 40,523 39,823 44,262 46,467 51,324 49,797

Operating profit (EBIT) 7,167 5,020 6,339 6,433 6,977 7,517

After (charging)/crediting non-core items 1,269 -877 -281 -468 -73 501

Net finance costs -257 -593 -394 -377 -535 -530

Finance income 106 75 77 92 136 103

Finance costs -506 -504 -491 -540 -526 -500

Pensions and similar obligations 143 -164 20 71 -145 -133

Share of net profit/(loss) of joint ventures  and associates 131 115 111 113 105 113

Other income from non-current investments 88 374 76 76 -14 14

Profit before taxation 7,129 4,916 6,132 6,245 6,533 7,114

Taxation -1,844 -1,257 -1,534 -1,622 -1,697 -1,851

Net profit 5,285 3,659 4,598 4,623 4,836 5,263

Balance Sheet (EUR million) 2008 2009 2010 2011 2012 2013

Assets

Goodwill 11,665 12,464 13,143 14,896 14,619 13,917

Intangible assets 4,426 4,583 5,090 7,017 7,099 6,987

Property, plant and equipment 5,957 6,644 7,854 8,774 9,445 9,344

Pension asset for funded schemes in surplus 425 759 910 1,003 758 991

Deferred tax assets 1,068 738 607 421 1,050 1,084

Financial assets - - 511 478 535 505

Other non-current assets 1,426 1,017 523 632 536 563

Total non-current assets 24,967 26,205 28,638 33,221 34,042 33,391

Inventories 3,889 3,578 4,307 4,601 4,436 3,937

Trade and other current receivables 3,823 3,429 4,142 4,513 4,436 4,831

Current tax assets 234 173 298 219 217 217

Cash and cash equivalents 2,561 2,642 2,316 3,484 2,465 2,285

Other financial assets 632 972 550 1,453 401 760

Non-current assets held for sale 36 17 921 21 192 92

Total current assets 11,175 10,811 12,534 14,291 12,147 12,122

Total assets 36,142 37,016 41,172 47,512 46,189 45,513
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Source: Authors’ own compilation based on data from Unilever Annual Reports (’08 – ’13).  

Equity and Liabilities

Financial liabilities 4,842 2,279 2,276 5,840 2,656 4,010

Trade payables and other current liabilities 7,824 8,413 10,239 10,971 11,668 11,735

Current tax liabilities 377 487 642 725 1,129 1,254

Provisions 757 420 421 393 361 379

Liabilities associated with assets held for sale - - 30 - 1 4

Total current liabilities 13,800 11,599 13,608 17,929 15,815 17,382

Financial liabilities due after one year 6,363 7,692 7,258 7,878 7,565 7,491

Non-current tax liabilities 189 107 184 258 100 145

Pensions and post-retirement healthcare liabilities:

Funded schemes in deficit 1,820 1,519 1,081 2,295 2,060 1,405

Unfunded schemes 1,987 1,822 1,899 1,911 2,040 1,563

Provisions 646 729 886 908 846 892

Deferred tax liabilities 790 764 880 1,125 1,414 1,524

Other non-current liabilities 175 248 298 287 400 296

Total non-current liabilities 11,970 12,881 12,486 14,662 14,425 13,316

Total liabilities 25,770 24,480 26,094 32,591 30,240 30,698

Share capital 484 484 484 484 484 484

Share premium 121 131 134 137 140 138

Other reserves -6,469 -5,900 -5,406 -6,004 -6,196 -6,746

Retained profit 15,812 17,350 19,273 19,676 20,964 20,468

Minority interests 424 471 593 628 557 471

Total equity 10,372 12,536 15,078 14,921 15,949 14,815

Equity and Liabilities 36,142 37,016 41,172 47,512 46,189 45,513
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P&G 

 

 
 

 

 

 
 

Income Statement (USD million) 2008 2009 2010 2011 2012 2013

Net Sales 79,257 76,694 78,938 81,104 83,680 84,167

Cost of products sold -39,261 -38,690 -37,919 -39,859 -42,391 -42,428

Selling, general and administrative expense -24,017 -22,630 -24,998 -25,750 -26,421 -26,950

Goodwill and impairment charges 0 0 0 0 -1,576 -308

Operating income (EBIT) 15,979 15,374 16,021 15,495 13,292 14,481

Interest expense -1,467 -1,358 -946 -831 -769 -667

Interest income 0 0 0 62 77 87

Other non-operating income, net 373 397 -28 271 185 942

Earnings before income tax 14,885 14,413 15,047 14,997 12,785 14,843

Income taxes on continuing operations 3,594 3,733 4,101 3,299 3,468 3,441

Net earnings from continued operations 11,291 10,680 10,946 11,698 9,317 11,402

Earnings from discontinued operations 784 2,756 1,790 229 1,587 0

Net earnings 12,075 13,436 12,736 11,927 10,904 11,402

Balance Sheet (USD million) 2008 2009 2010 2011 2012 2013

Assets

Current assets

Cash and cash equivalents 3,313 4,781 2,879 2,768 4,436 5,947

Accounts receivable 6,761 5,836 5,335 6,275 6,068 6,508

Inventories

Materials and supplies 2,262 1,557 1,692 2,153 1,740 1,704

Work in process 765 672 604 717 685 722

Finished goods 5,389 4,651 4,088 4,509 4,296 4,483

Total inventories 8,416 6,880 6,384 7,379 6,721 6,909

Deferred income taxes 2,012 1,209 990 1,140 1,001 948

Prepaid expenses and other current assets 4,013 3,199 3,194 4,408 3,684 3,678

Total current assets 24,515 21,905 18,782 21,970 21,910 23,990

Non-current assets

Buildings 7,052 6,724 6,868 7,753 - -

Machinery and equipment 30,145 29,042 29,294 3,282 - -

Land 889 885 850 934 - -

Total property, plant and equipment 38,086 36,651 37,012 41,507 - -

Accumulated depreciation -17,446 -17,189 -17,768 -20,214 - -

Net PP&E 20,640 19,462 19,244 21,293 20,377 21,666

Goodwill and other intangible assets

Goodwill 59,767 56,512 54,012 57,562 53,773 55,188

Trademarks and other intangible assets, net 34,233 32,606 31,636 3,262 30,988 31,572

Net goodwill and other intangible assets 94,000 89,118 85,648 90,182 84,761 86,760

Other non-current assets 4,837 4,348 4,498 4,909 5,196 6,847

Total non-current assets 119,477 112,928 109,390 116,384 110,334 115,273

Total assets 143,992 134,833 128,172 138,354 132,244 139,263
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Source: Authors’ own compilation based on data from P&G Annual Reports (’08 – ’13). 

  

Liabilities and Equity

Current liabilities

Accounts payable 6,775 5,980 7,251 8,022 7,920 8,777

Accrued and other liabilities 11,099 8,601 8,559 9,290 8,289 8,828

Debt due within one year 13,084 16,320 8,472 9,981 8,698 12,432

Total current liabilities 30,958 30,901 24,282 27,293 24,907 30,037

Non-current liabilities

Long-term debt 23,581 20,652 21,360 22,033 21,080 19,111

Deferred income tax 11,805 10,752 10,902 11,070 10,132 10,827

Other non-current liabilities 8,154 9,429 10,189 9,957 12,090 10,579

Total non-current liabilities 43,540 40,833 42,451 43,060 43,302 40,517

Total liabilities 74,498 71,734 66,733 70,353 68,209 70,554

Equity

Convertible Class A preferred stock 1,366 1,324 1,277 1,234 1,195 1,137

Non-Voting Class B preferred stock - - - - - -

Common stock 4,002 4,007 4,008 4,008 4,008 4,009

Additional paid-in capital 60,307 61,118 61,697 62,405 63,181 63,538

Reserve for ESOP debt retirement -1,325 -1,340 -1,350 -1,357 -1,357 -1,352

Accumulated other comprehensive income (loss) 3,746 -3,358 -7,822 -2,054 -9,333 -7,499

Treasury stock -47,588 -55,961 -61,309 -67,278 -69,604 -71,966

Retained earnings 48,986 57,309 64,614 70,682 75,349 80,197

Noncontrolling interest - - 324 361 596 645

Total equity 69,494 63,099 61,439 68,001 64,035 68,709

Total liabilities and equity 143,992 134,833 128,172 138,354 132,244 139,263
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Nestlé 

 

 
 

 

 

 
 

Income Statement (CHF million) 2008 2009 2010 2011 2012 2013

Sales 109,908 107,618 93,015 83,642 89,721 92,158

Other revenue 0 0 109 128 210 215

Cost of goods sold -47,339 -45,208 -45,849 -44,127 -47,500 -48,111

Distribution expenses -9,084 -8,420 -8,078 -7,602 -8,017 -8,156

Marketing and administration expenses -35,832 -36,270 -21,122 -17,395 -19,041 -19,711

Research and development costs -1,977 -2,021 -1,881 -1,423 -1,413 -1,503

Other trading income 0 0 168 51 141 120

Other trading expenses 0 0 -1,530 -736 -637 -965

Trading operating profit 15,676 15,699 14,832 12,538 13,464 14,047

Other operating income 9,426 509 24,573 112 146 616

Other operating expenses -2,124 -1,238 -585 -179 -222 -1,595

Operating profit (EBIT) 22,978 14,970 38,820 12,471 13,388 13,068

Financial income 102 179 94 115 120 219

Financial expense -1,247 -794 -847 -536 -825 -850

Profit before taxes, associates and joint ventures 21,833 14,355 38,067 12,050 12,683 12,437

Taxes -3,787 -3,362 -3,693 -3,112 -3,259 -3,256

Share of results of associates and joint ventures 1,005 800 1,010 866 1,253 1,264

Profit for the year 19,051 11,793 35,384 9,804 10,677 10,445

Balance Sheet (CHF million) 2008 2009 2010 2011 2012 2013

Assets

Current assets

Cash and cash equivalents 5,835 2,734 8,057 4,938 5,713 6,415

Short-term investments 1,296 2,585 8,189 3,050 3,583 638

Inventories 9,342 7,734 7,925 9,255 8,939 8,382

Trade and other receivables 13,442 12,309 12,083 13,340 13,048 12,206

Prepayments and accrued income 627 589 748 900 821 762

Derivative assets 1,609 1,671 1,011 731 576 230

Current income tax assets 889 1,045 956 1,094 972 1,151

Assets held for sale 8 11,203 28 16 368 282

Total current assets 33,048 39,870 38,997 33,324 34,020 30,066

Non-current assets

Property, plant and equipment 21,097 21,599 21,438 23,971 26,576 26,895

Goodwill 30,637 27,502 27,031 29,008 32,688 31,039

Intangible assets 6,867 6,658 7,728 9,356 13,018 12,673

Investments in associates and joint ventures 7,796 8,693 7,914 8,629 11,586 12,315

Financial assets 3,868 4,162 6,366 7,161 4,979 4,550

Employee benefits assets 60 230 166 127 84 537

Current income tax assets 0 0 90 39 27 124

Deferred tax assets 2,842 2,202 1,911 2,476 2,899 2,243

Total non-current assets 73,167 71,046 72,644 80,767 91,857 90,376

Total assets 106,215 110,916 111,641 114,091 125,877 120,442
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Source: Authors’ own compilation based on data from Nestlé Annual Reports (’08 – ’13).  

Liabilities and equity

Current liabilities

Financial debt 15,383 14,438 12,617 16,100 18,408 11,380

Trade and other payables 12,608 13,033 12,592 13,584 14,627 16,072

Accruals and deferred income 2,931 2,779 2,798 2,909 3,078 3,185

Provisions 417 643 601 576 452 523

Derivative liabilities 1,477 1,127 456 646 423 381

Current income tax liabilities 824 1,173 1,079 1,417 1,608 1,276

Liabilities directly associated with assets held for sale - 2,890 3 - 1 100

Total current liabilities 33,640 36,083 30,146 35,232 38,597 32,917

Non-current liabilities

Financial debt 6,344 8,966 7,483 6,207 9,008 10,363

Employee benefits liabilities 5,464 6,249 5,280 7,105 8,360 6,279

Provisions 3,246 3,222 3,510 3,094 2,827 2,714

Deferred tax liabilities 1,341 1,404 1,371 2,060 2,240 2,643

Other payables 1,264 1,361 1,253 2,119 2,181 1,387

Total non-current liabilities 17,659 21,202 18,897 20,585 24,616 23,386

Total liabilities 51,299 57,285 49,043 55,817 63,213 56,303

Equity

Share capital 383 365 347 330 322 322

Treasury shares -9,652 -8,011 -11,108 -6,722 -2,078 -2,196

Translation reserve -11,103 -11,175 -15,794 -16,927 -17,924 -20,811

Retained earnings and other reserves 71,146 67,736 88,422 80,116 80,687 85,260

Total equity attributable to shareholders of the parent 50,774 48,915 61,867 56,797 61,007 62,575

Non-controlling interests 4,142 4,716 731 1,477 1,657 1,564

Total equity 54,916 53,631 62,598 58,274 62,664 64,139

Total liabilities and equity 106,215 110,916 111,641 114,091 125,877 120,442
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Kellog’s 

 

 

 

 

Source: Authors’ own compilation based on data from Kellogg’s Annual Reports (’08 – ’13). 

Income Statement (USD million) 2008 2009 2010 2011 2012 2013

Net sales 12,822 12,575 12,397 13,198 14,197 14,792

Cost of goods sold -7,455 -7,184 -7,108 -8,046 -8,763 -8,689

Selling, general and administrative expense -3,414 -3,390 -3,299 -3,725 -3,872 -3,266

Operating profit (EBIT) 1,953 2,001 1,990 1,427 1,562 2,837

Interest expense -308 -295 -248 -233 -261 -235

Other income (expense), net -14 -22 0 -10 24 4

Income before income taxes 1,631 1,684 1,742 1,184 1,325 2,606

Income taxes -485 -476 -502 -320 -363 -792

Earnings (loss) from joint ventures 0 0 0 0 -1 -6

Net income 1,146 1,208 1,240 864 961 1,808

Balance Sheet (USD million) 2008 2009 2010 2011 2012 2013

Assets

Current assets

Cash and cash equivalents 255 334 444 460 281 273

Accounts receivable, net 1,100 1,093 1,190 1,188 1,454 1,424

Inventories 897 910 1,056 1,132 1,365 1,248

Other current assets 269 221 225 247 280 322

Total current assets 2,521 2,558 2,915 3,027 3,380 3,267

Property, net 2,933 3,010 3,128 3,281 3,782 3,856

Goodwill* 3,637 3,643 3,628 3,623 5,038 5,051

Other intangibles, net 1,461 1,458 1,456 1,454 2,359 2,367

Other assets 394 531 720 516 610 933

Total assets 10,946 11,200 11,847 11,901 15,169 15,474

Liabilities and equity

Current liabilities

Current maturities of long-term debt 1 1 952 761 755 289

Notes payable 1,387 44 44 234 1,065 739

Accounts payable 1,135 1,077 1,149 1,189 1,402 1,432

Other current liabilities 1,029 1,166 1,039 1,129 1,301 1,375

Total current liabilities 3,552 2,288 3,184 3,313 4,523 3,835

Long-term debt 4,068 4,835 4,908 5,037 6,082 6,330

Deferred income taxes 300 425 697 637 523 928

Pension liability 631 430 265 560 886 277

Other liabilities 940 947 639 592 690 497

Total non-current liabilities 5,939 6,637 6,509 6,826 8,181 8,032

Equity

Common stock 105 105 105 105 105 105

Capital in excess of par value 438 472 495 522 573 626

Retained earnings 4,836 5,481 6,122 6,721 5,615 6,749

Treasury stock -1,790 -1,820 -2,650 -3,130 -2,943 -2,999

Accumulated other comprehensive income (loss)* -2,141 -1,966 -1,914 -2,458 -946 -936

Total Kellogg Company equity 1,448 2,272 2,158 1,760 2,404 3,545

Noncontrolling interests 7 3 -4 2 61 62

Total equity 1,455 2,275 2,154 1,762 2,465 3,607

Total liabilities and equity 10,946 11,200 11,847 11,901 15,169 15,474
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A.21. BCG Peers – Analytical Statements 

The following section presents reclassified (analytical) statements of the respective BCG peers. It should be 

noted that some of the peers reports under US GAAP, while Orkla uses IFRS. However, EY (2013) 

emphasizes that the two sets of standards are more alike than different for most commonly accoutered 

transactions, with IFRS being largely, but not entirely, grounded in the same basic principles as US GAAP. 

Hence, it is assumed that key figures, on an overall basis, are comparable. 

 

Unilever 

 
 

Comments to Unilever’s Analytical Income Statement: 

 Unilever reports under IFRS 

 ‘After (charging)/crediting non-core items’ is treated as not related to ‘operations’ 

o The tax-effect related to this ‘special item’ is isolated 

 ‘Net financial expenses’ are interest-bearing and thus treated as a ‘financial item’ 

o The tax-effect related to this ‘financial item’ is isolated 

 It can be seen that the ‘Net earnings’ in the analytical statement correspond to the reported, proving that the reclassification 

is conducted properly. 

 

Comments to Unilever’s Analytical Balance Sheet: 

 The authors’ have based the reclassification on the notes related to the respective items and separated ‘interest-bearing’ 

from ‘non-interest-bearing’ items. The arguments are based on the guidelines for reclassification by Petersen & Plenborg 

(2012, pp. 73-90). 

 The following items are treated as’ non-interest-bearing debt’: 

o ‘Trade payables and other current liabilities’, ‘Current tax liabilities’, ‘Non-current tax liabilities’, ‘Deferred tax 

liabilities’ and ‘Other non-current liabilities’. 

 The following items are treated as ‘interest-bearing assets’: 

o ‘Financial assets’, ‘Trade and other current receivables’, ‘Cash and cash equivalent’, ‘Other financial assets’ and 

‘non-current assets held for sale’. 

 It can be seen that Invested Capital (Net operating assets) balance with Invested Capital on the other side, proving that the 

reclassification is conducted properly. 

Analytical Income Statement (EUR million) 2008 2009 2010 2011 2012 2013

Turnover 40,523 39,823 44,262 46,467 51,324 49,797

Share of net profit/(loss) of joint ventures  and associates 131 115 111 113 105 113

Other income from non-current investments 88 374 76 76 -14 14

Operating Profit (EBIT) 6,117 6,386 6,807 7,090 7,141 7,143

Tax -1,582 -1,633 -1,703 -1,841 -1,855 -1,859

NOPAT 4,535 4,753 5,104 5,249 5,286 5,284

After (charging)/crediting non-core items 1,269 -877 -281 -468 -73 501

Tax on profit from non-core -328 224 70 122 19 -130

Special items (after-tax) 941 -653 -211 -346 -54 371

Net financial expenses -257 -593 -394 -377 -535 -530

Tax shield 66 152 99 98 139 138

Net financial expenses (after-tax) -191 -441 -295 -279 -396 -392

Net earnings 5,285 3,659 4,598 4,623 4,836 5,263
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Analytical Balance Sheet (EUR million) 2008 2009 2010 2011 2012 2013

Invested Capital (Net operating assets)          

Inventories 3,889 3,578 4,307 4,601 4,436 3,937

Current tax assets 234 173 298 219 217 217

Total current operating assets 4,123 3,751 4,605 4,820 4,653 4,154

Trade payables and other current liabilities 7,824 8,413 10,239 10,971 11,668 11,735

Current tax liabilities 377 487 642 725 1,129 1,254

Total current non-interest-bearing debt 8,201 8,900 10,881 11,696 12,797 12,989

Operating working capital -4,078 -5,149 -6,276 -6,876 -8,144 -8,835

Goodwill 11,665 12,464 13,143 14,896 14,619 13,917

Intangible assets 4,426 4,583 5,090 7,017 7,099 6,987

Property, plant and equipment 5,957 6,644 7,854 8,774 9,445 9,344

Pension asset for funded schemes in surplus 425 759 910 1,003 758 991

Deferred tax assets 1,068 738 607 421 1,050 1,084

Other non-current assets 1,426 1,017 523 632 536 563

Total non-current operating assets 24,967 26,205 28,127 32,743 33,507 32,886

Non-current tax liabilities 189 107 184 258 100 145

Deferred tax liabilities 790 764 880 1,125 1,414 1,524

Other non-current liabilities 175 248 298 287 400 296

Total non-current non-interest-bearing debt 1,154 1,119 1,362 1,670 1,914 1,965

Invested Capital (Net operating assets) 19,735 19,937 20,489 24,197 23,449 22,086

Invested Capital         

Total equity 10,372 12,536 15,078 14,921 15,949 14,815

Financial liabilities 4,842 2,279 2,276 5,840 2,656 4,010

Provisions 757 420 421 393 361 379

Liabilities associated with assets held for sale - - 30 - 1 4

Financial liabilities due after one year 6,363 7,692 7,258 7,878 7,565 7,491

Funded schemes in deficit 1,820 1,519 1,081 2,295 2,060 1,405

Unfunded schemes 1,987 1,822 1,899 1,911 2,040 1,563

Provisions 646 729 886 908 846 892

Total interest-bearing debt 16,415 14,461 13,851 19,225 15,529 15,744

Financial assets - - 511 478 535 505

Trade and other current receivables 3,823 3,429 4,142 4,513 4,436 4,831

Cash and cash equivalents 2,561 2,642 2,316 3,484 2,465 2,285

Other financial assets 632 972 550 1,453 401 760

Non-current assets held for sale 36 17 921 21 192 92

Total interest-bearing assets 7,052 7,060 8,440 9,949 8,029 8,473

Net-interest-bearing debt (NIBD) 9,363 7,401 5,411 9,276 7,500 7,271

Invested Capital 19,735 19,937 20,489 24,197 23,449 22,086



Appendices 

Page 178 of 251 

 

P&G 

 

 
 
 

Comments to P&G’s Analytical Income Statement: 

 P&G reports under US GAAP 

 ‘Net financial expenses’ are interest-bearing and thus treated as a ‘financial item’ 

o The tax-effect related to this ‘financial item’ is isolated 

 ‘Earnings from discontinued operations’ are reported after ‘NOPAT’ and ‘financial items’, as it is not taxable and neither 

related to ‘operations’ nor ‘financial items’. 

 It can be seen that the ‘Net earnings’ in the analytical statement correspond to the reported, proving that the reclassification 

is conducted properly. 

 

Comments to P&G’s Analytical Balance Sheet: 

 The authors’ have based the reclassification on the notes related to the respective items and separated ‘interest-bearing’ 

from ‘non-interest-bearing’ items. The arguments are based on the guidelines for reclassification by Petersen & Plenborg 

(2012, pp. 73-90). 

 The following items are treated as’ non-interest-bearing debt’: 

o ‘Accrued and other liabilities’, ‘Deferred income tax’ and ‘Other non-current liabilities’. 

 The following items are treated as ‘interest-bearing assets’: 

o ‘Cash and cash equivalents’. 

 It can be seen that Invested Capital (Net operating assets) balance with Invested Capital on the other side, proving that the 

reclassification is conducted properly. 

 

 

Analytical Income Statement (USD million) 2008 2009 2010 2011 2012 2013

Net Sales 79,257 76,694 78,938 81,104 83,680 84,167

Cost of products sold -39,261 -38,690 -37,919 -39,859 -42,391 -42,428

Selling, general and administrative expense -24,017 -22,630 -24,998 -25,750 -26,421 -26,950

Goodwill and impairment charges 0 0 0 0 -1,576 -308

Other non-operating income, net 373 397 -28 271 185 942

Operating income (EBIT) 16,352 15,771 15,993 15,766 13,477 15,423

Tax on operations 3,948 4,085 4,359 3,468 3,656 3,575

NOPAT 12,404 11,686 11,634 12,298 9,821 11,848

Interest expense -1,467 -1,358 -946 -831 -769 -667

Interest income 0 0 0 62 77 87

Net financial expenses -1,467 -1,358 -946 -769 -692 -580

Tax shield 354 352 258 169 188 134

Net financial expenses (after-tax) -1,113 -1,006 -688 -600 -504 -446

Earnings from discontinued operations 784 2,756 1,790 229 1,587 0

Net earnings 12,075 13,436 12,736 11,927 10,904 11,402
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Analytical Balance Sheet (USD million) 2008 2009 2010 2011 2012 2013

Invested Capital (Net operating assets)          

Current operating assets

Accounts receivable 6,761 5,836 5,335 6,275 6,068 6,508

Total inventories 8,416 6,880 6,384 7,379 6,721 6,909

Deferred income taxes 2,012 1,209 990 1,140 1,001 948

Prepaid expenses and other current assets 4,013 3,199 3,194 4,408 3,684 3,678

Total current operating assets 21,202 17,124 15,903 19,202 17,474 18,043

Current non-interest-bearing debt

Accrued and other liabilities 11,099 8,601 8,559 9,290 8,289 8,828

Total current non-interest-bearing debt 11,099 8,601 8,559 9,290 8,289 8,828

Operating working capital 10,103 8,523 7,344 9,912 9,185 9,215

Non-current operating assets

Net PP&E 20,640 19,462 19,244 21,293 20,377 21,666

Net goodwill and other intangible assets 94,000 89,118 85,648 90,182 84,761 86,760

Other non-current assets 4,837 4,348 4,498 4,909 5,196 6,847

Total non-current operating assets 119,477 112,928 109,390 116,384 110,334 115,273

Non-current non-interest-bearing debt

Deferred income tax 11,805 10,752 10,902 11,070 10,132 10,827

Other non-current liabilities 8,154 9,429 10,189 9,957 12,090 10,579

Total non-current non-interest-bearing debt 19,959 20,181 21,091 21,027 22,222 21,406

Invested Capital (Net operating assets) 109,621 101,270 95,643 105,269 97,297 103,082

Invested Capital      

Total equity 69,494 63,099 61,439 68,001 64,035 68,709

Interest-bearing debt

Accounts payable 6,775 5,980 7,251 8,022 7,920 8,777

Debt due within one year 13,084 16,320 8,472 9,981 8,698 12,432

Long-term debt 23,581 20,652 21,360 22,033 21,080 19,111

Total interest-bearing debt 43,440 42,952 37,083 40,036 37,698 40,320

Interest-bearing assets

Cash and cash equivalents 3,313 4,781 2,879 2,768 4,436 5,947

Total interest-bearing assets 3,313 4,781 2,879 2,768 4,436 5,947

Net-interest-bearing debt (NIBD) 40,127 38,171 34,204 37,268 33,262 34,373

Invested Capital 109,621 101,270 95,643 105,269 97,297 103,082
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Nestlé 

 
Comments to Nestlé’s Analytical Income Statement: 

 Nestlé reports under IFRS 

 ‘Net financial expenses’ are interest-bearing and thus treated as a ‘financial item’ 

o The tax-effect related to this ‘financial item’ is isolated 

 Parts of ‘Other operating income’ are non-recurring and related to divestments. The non-recurring items in 2008 and 2010 

is thus adjusted for and treated as ‘special items’. 

o The tax-effect related to this ‘special item’ is isolated 

 ‘Share of results of associates and joint ventures’ is reported after-tax  

 It can be seen that the ‘Net earnings’ in the analytical statement correspond to the reported, proving that the reclassification 

is conducted properly. 

Comments to Nestlé’s Analytical Balance Sheet: 

 The authors’ have based the reclassification on the notes related to the respective items and separated ‘interest-bearing’ 

from ‘non-interest-bearing’ items. The arguments are based on the guidelines for reclassification by Petersen & Plenborg 

(2012, pp. 73-90). 

 The following items are treated as’ non-interest-bearing debt’: 

o ‘Trade and other payable’, ‘Accruals and deferred income’, ‘Current income tax liabilities’, ‘Deferred tax 

liabilities’ and ‘Other payables’ 

 The following items are treated as ‘interest-bearing assets’: 

o ‘Cash and cash equivalents’, ‘Short-term investments’, ‘Trade and other receivables’, ‘Derivative assets’, ‘Assets 

held for sale’, ‘Financial assets’ and ‘Employee benefit assets’.  

 It can be seen that Invested Capital (Net operating assets) balance with Invested Capital on the other side, proving that the 

reclassification is conducted properly. 

Analytical Income Statement (CHF million) 2008 2009 2010 2011 2012 2013

Sales 109,908 107,618 93,015 83,642 89,721 92,158

Other revenue 0 0 109 128 210 215

Cost of goods sold -47,339 -45,208 -45,849 -44,127 -47,500 -48,111

Distribution expenses -9,084 -8,420 -8,078 -7,602 -8,017 -8,156

Marketing and administration expenses -35,832 -36,270 -21,122 -17,395 -19,041 -19,711

Research and development costs -1,977 -2,021 -1,881 -1,423 -1,413 -1,503

Other trading income 0 0 168 51 141 120

Other trading expenses 0 0 -1,530 -736 -637 -965

Trading operating profit 15,676 15,699 14,832 12,538 13,464 14,047

Other operating income 93 509 52 112 146 616

Other operating expenses -2,124 -1,238 -585 -179 -222 -1,595

Operating profit (EBIT) 13,645 14,970 14,299 12,471 13,388 13,068

Tax -2,367 -3,506 -1,387 -3,221 -3,440 -3,421

NOPAT 11,278 11,464 12,912 9,250 9,948 9,647

Financial income 102 179 94 115 120 219

Financial expense -1,247 -794 -847 -536 -825 -850

Net financial expenses -1,145 -615 -753 -421 -705 -631

Tax shield 199 144 73 109 181 165

Net financial expenses (after-tax) -946 -471 -680 -312 -524 -466

Adj. Other operating income 9,333 24,521

Special items 9,333 24,521

Tax shield -1,619 -2,379

Special items (after-tax) 7,714 22,142

Share of results of associates and joint ventures 1,005 800 1,010 866 1,253 1,264

Net earnings 19,051 11,793 35,384 9,804 10,677 10,445
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Analytical Balance Sheet (CHF million) 2008 2009 2010 2011 2012 2013

Invested Capital (Net operating assets)          

Inventories 9,342 7,734 7,925 9,255 8,939 8,382

Prepayments and accrued income 627 589 748 900 821 762

Current income tax assets 889 1,045 956 1,094 972 1,151

Total current operating assets 10,858 9,368 9,629 11,249 10,732 10,295

Trade and other payables 12,608 13,033 12,592 13,584 14,627 16,072

Accruals and deferred income 2,931 2,779 2,798 2,909 3,078 3,185

Current income tax liabilities 824 1,173 1,079 1,417 1,608 1,276

Total current non-interest-bearing debt 16,363 16,985 16,469 17,910 19,313 20,533

Operating working capital -5,505 -7,617 -6,840 -6,661 -8,581 -10,238

Property, plant and equipment 21,097 21,599 21,438 23,971 26,576 26,895

Goodwill 30,637 27,502 27,031 29,008 32,688 31,039

Intangible assets 6,867 6,658 7,728 9,356 13,018 12,673

Investments in associates and joint ventures 7,796 8,693 7,914 8,629 11,586 12,315

Current income tax assets 0 0 90 39 27 124

Deferred tax assets 2,842 2,202 1,911 2,476 2,899 2,243

Total non-current operating assets 69,239 66,654 66,112 73,479 86,794 85,289

Deferred tax liabilities 1,341 1,404 1,371 2,060 2,240 2,643

Other payables 1,264 1,361 1,253 2,119 2,181 1,387

Total non-current non-interest-bearing debt 2,605 2,765 2,624 4,179 4,421 4,030

Invested Capital (Net operating assets) 61,129 56,272 56,648 62,639 73,792 71,021

Invested Capital        

Total equity 54,916 53,631 62,598 58,274 62,664 64,139

Financial debt 15,383 14,438 12,617 16,100 18,408 11,380

Provisions 417 643 601 576 452 523

Derivative liabilities 1,477 1,127 456 646 423 381

Liabilities directly associated with assets held for sale - 2,890 3 - 1 100

Financial debt 6,344 8,966 7,483 6,207 9,008 10,363

Employee benefits liabilities 5,464 6,249 5,280 7,105 8,360 6,279

Provisions 3,246 3,222 3,510 3,094 2,827 2,714

Total interest-bearing debt 32,331 37,535 29,950 33,728 39,479 31,740

Cash and cash equivalents 5,835 2,734 8,057 4,938 5,713 6,415

Short-term investments 1,296 2,585 8,189 3,050 3,583 638

Trade and other receivables 13,442 12,309 12,083 13,340 13,048 12,206

Derivative assets 1,609 1,671 1,011 731 576 230

Assets held for sale 8 11,203 28 16 368 282

Financial assets 3,868 4,162 6,366 7,161 4,979 4,550

Employee benefits assets 60 230 166 127 84 537

Total interest-bearing assets 26,118 34,894 35,900 29,363 28,351 24,858

Net-interest-bearing debt (NIBD) 6,213 2,641 -5,950 4,365 11,128 6,882

Invested Capital 61,129 56,272 56,648 62,639 73,792 71,021
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Kellogg’s 

 

 
 

 

Comments to Kellogg’s Analytical Income Statement: 

 Kellogg’s reports under US GAAP 

 ‘Net financial expenses’ are interest-bearing and thus treated as a ‘financial item’ 

o The tax-effect related to this ‘financial item’ is isolated 

 ‘Earnings (loss) from joint ventures’ is reported after-tax  

 It can be seen that the ‘Net earnings’ in the analytical statement correspond to the reported, proving that the reclassification 

is conducted properly. 

 

Comments to Kellogg’s Analytical Balance Sheet: 

 The authors’ have based the reclassification on the notes related to the respective items and separated ‘interest-bearing’ 

from ‘non-interest-bearing’ items. The arguments are based on the guidelines for reclassification by Petersen & Plenborg 

(2012, pp. 73-90). 

 The following items are treated as’ non-interest-bearing debt’: 

o ‘Note payable’, ‘Accounts payable’, ‘Other current liabilities’, ‘Deferred income taxes’ and ‘Other liabilities’. 

 The following items are treated as ‘interest-bearing assets’: 

o ‘Cash and cash equivalents’. 

 It can be seen that Invested Capital (Net operating assets) balance with Invested Capital on the other side, proving that the 

reclassification is conducted properly. 

 

 

Analytical Income Statement (USD million) 2008 2009 2010 2011 2012 2013

Net sales 12,822 12,575 12,397 13,198 14,197 14,792

Cost of goods sold -7,455 -7,184 -7,108 -8,046 -8,763 -8,689

Selling, general and administrative expense -3,414 -3,390 -3,299 -3,725 -3,872 -3,266

Other income (expense), net -14 -22 0 -10 24 4

Operating profit (EBIT) 1,939 1,979 1,990 1,417 1,586 2,841

Tax -577 -559 -573 -383 -435 -863

NOPAT 1,362 1,420 1,417 1,034 1,151 1,978

Interest expense -308 -295 -248 -233 -261 -235

Net financial expenses -308 -295 -248 -233 -261 -235

Tax Shield 92 83 71 63 72 71

Net financial expenses (after-tax) -216 -212 -177 -170 -189 -164

Earnings (loss) from joint ventures 0 0 0 0 -1 -6

Net earnings 1,146 1,208 1,240 864 961 1,808
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Analytical Balance Sheet (USD million) 2008 2009 2010 2011 2012 2013

Invested Capital (Net operating assets)          

Accounts receivable, net 1,100 1,093 1,190 1,188 1,454 1,424

Inventories 897 910 1,056 1,132 1,365 1,248

Other current assets 269 221 225 247 280 322

Total current operating assets 2,266 2,224 2,471 2,567 3,099 2,994

Notes payable 1,387 44 44 234 1,065 739

Accounts payable 1,135 1,077 1,149 1,189 1,402 1,432

Other current liabilities 1,029 1,166 1,039 1,129 1,301 1,375

Total current non-interest-bearing debt 3,551 2,287 2,232 2,552 3,768 3,546

Operating working capital -1,285 -63 239 15 -669 -552

Property, net 2,933 3,010 3,128 3,281 3,782 3,856

Goodwill* 3,637 3,643 3,628 3,623 5,038 5,051

Other intangibles, net 1,461 1,458 1,456 1,454 2,359 2,367

Other assets 394 531 720 516 610 933

Total non-current operating assets 8,425 8,642 8,932 8,874 11,789 12,207

Deferred income taxes 300 425 697 637 523 928

Other liabilities 940 947 639 592 690 497

Total non-current non-interest-bearing debt 1,240 1,372 1,336 1,229 1,213 1,425

Invested Capital (Net operating assets) 5,900 7,207 7,835 7,660 9,907 10,230

Invested Capital        

Total equity 1,455 2,275 2,154 1,762 2,465 3,607

Current maturities of long-term debt 1 1 952 761 755 289

Long-term debt 4,068 4,835 4,908 5,037 6,082 6,330

Pension liability 631 430 265 560 886 277

Total interest-bearing debt 4,700 5,266 6,125 6,358 7,723 6,896

Cash and cash equivalents 255 334 444 460 281 273

Total interest-bearing assets 255 334 444 460 281 273

Net-interest-bearing debt (NIBD) 4,445 4,932 5,681 5,898 7,442 6,623

Invested Capital 5,900 7,207 7,835 7,660 9,907 10,230
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A.22. BCG Peers – Index and Common-size Analysis 

Income Statement 

The following section presents index- and common-size analysis on key income statement items for the 

international BCG peers. 

 

 
 

 

 

 
 

Index Analysis - Income Statement 2008 2009 2010 2011 2012 2013

Revenue 100 98 109 115 127 123

EBIT 100 104 111 116 117 117

NOPAT 100 105 113 116 117 117

Net earnings 100 69 87 87 92 100

Revenue 100 97 100 102 106 106

EBIT 100 96 98 96 82 94

NOPAT 100 94 94 99 79 96

Net earnings 100 111 105 99 90 94

Revenue 100 98 85 76 82 84

EBIT 100 110 105 91 98 96

NOPAT 100 102 114 82 88 86

Net earnings 100 62 186 51 56 55

Revenue 100 98 97 103 111 115

EBIT 100 102 103 73 82 147

NOPAT 100 104 104 76 85 145

Net earnings 100 105 108 75 84 158
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Common-Size Analysis - Income Statement 2008 2009 2010 2011 2012 2013

Revenue 100% 100% 100% 100% 100% 100%

EBIT 15% 16% 15% 15% 14% 14%

NOPAT 11% 12% 12% 11% 10% 11%

Net earnings 13% 9% 10% 10% 9% 11%

Revenue 100% 100% 100% 100% 100% 100%

EBIT 21% 21% 20% 19% 16% 18%

NOPAT 16% 15% 15% 15% 12% 14%

Net earnings 15% 18% 16% 15% 13% 14%

Revenue 100% 100% 100% 100% 100% 100%

EBIT 12% 14% 15% 15% 15% 14%

NOPAT 10% 11% 14% 11% 11% 10%

Net earnings 17% 11% 38% 12% 12% 11%

Revenue 100% 100% 100% 100% 100% 100%

EBIT 15% 16% 16% 11% 11% 19%

NOPAT 11% 11% 11% 8% 8% 13%

Net earnings 9% 10% 10% 7% 7% 12%
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Balance Sheet 

The following section presents index- and common-size analysis on key balance sheet items for the 

international BCG peers. 

 

 
 

 

 

 

 

 

 

 

 

 

 

Index Analysis - Balance Sheet 2008 2009 2010 2011 2012 2013

Operating working capital 100 126 154 169 200 217

Total non-current assets 100 105 113 131 134 132

Total non-current, Non-interest bearing debt 100 97 118 145 166 170

Invested Capital (Net operating assets) 100 101 104 123 119 112

Equity 100 121 145 144 154 143

Net-interest-bearing debt (NIBD) 100 79 58 99 80 78

Invested Capital 100 101 104 123 119 112

Operating working capital 100 84 73 98 91 91

Total non-current assets 100 95 92 97 92 96

Total non-current, Non-interest bearing debt 100 101 106 105 111 107

Invested Capital (Net operating assets) 100 92 87 96 89 94

Equity 100 91 88 98 92 99

Net-interest-bearing debt (NIBD) 100 95 85 93 83 86

Invested Capital 100 92 87 96 89 94

Operating working capital 100 138 124 121 156 186

Total non-current assets 100 96 95 106 125 123

Total non-current, Non-interest bearing debt 100 106 101 160 170 155

Invested Capital (Net operating assets) 100 92 93 102 121 116

Equity 100 98 114 106 114 117

Net-interest-bearing debt (NIBD) 100 43 -96 70 179 111

Invested Capital 100 92 93 102 121 116

Operating working capital 100 5 -19 -1 52 43

Total non-current assets 100 103 106 105 140 145

Total non-current, Non-interest bearing debt 100 111 108 99 98 115

Invested Capital (Net operating assets) 100 122 133 130 168 173

Equity 100 156 148 121 169 248

Net-interest-bearing debt (NIBD) 100 111 128 133 167 149

Invested Capital 100 122 133 130 168 173
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Common-size Analysis - Balance Sheet 2008 2009 2010 2011 2012 2013

Operating working capital -21% -26% -31% -28% -35% -40%

Total non-current assets 127% 131% 137% 135% 143% 149%

Total non-current, Non-interest bearing debt 6% 6% 7% 7% 8% 9%

Invested Capital (Net operating assets) 100% 100% 100% 100% 100% 100%

Equity 53% 63% 74% 62% 68% 67%

Net-interest-bearing debt (NIBD) 47% 37% 26% 38% 32% 33%

Invested Capital 100% 100% 100% 100% 100% 100%

Operating working capital 9% 8% 8% 9% 9% 9%

Total non-current assets 109% 112% 114% 111% 113% 112%

Total non-current, Non-interest bearing debt 18% 20% 22% 20% 23% 21%

Invested Capital (Net operating assets) 100% 100% 100% 100% 100% 100%

Equity 63% 62% 64% 65% 66% 67%

Net-interest-bearing debt (NIBD) 37% 38% 36% 35% 34% 33%

Invested Capital 100% 100% 100% 100% 100% 100%

Operating working capital -9% -14% -12% -11% -12% -14%

Total non-current assets 113% 118% 117% 117% 118% 120%

Total non-current, Non-interest bearing debt 4% 5% 5% 7% 6% 6%

Invested Capital (Net operating assets) 100% 100% 100% 100% 100% 100%

Equity 90% 95% 111% 93% 85% 90%

Net-interest-bearing debt (NIBD) 10% 5% -11% 7% 15% 10%

Invested Capital 100% 100% 100% 100% 100% 100%

Operating working capital -22% -1% 3% 0% -7% -5%

Total non-current assets 143% 120% 114% 116% 119% 119%

Total non-current, Non-interest bearing debt 21% 19% 17% 16% 12% 14%

Invested Capital (Net operating assets) 100% 100% 100% 100% 100% 100%

Equity 25% 32% 27% 23% 25% 35%

Net-interest-bearing debt (NIBD) 75% 68% 73% 77% 75% 65%

Invested Capital 100% 100% 100% 100% 100% 100%
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A.23. BCG Peers – Profitability Analysis 

Unilever 

 
 

 
 

P&G 

 
 

 
 

DuPont (before-taxes) 2008 2009 2010 2011 2012 2013

Profit Margin 15.1 % 16.0 % 15.4 % 15.3 % 13.9 % 14.3 %

Turnover Rate 2.1 2.0 2.2 1.9 2.2 2.3

ROIC 31.0 % 32.0 % 33.2 % 29.3 % 30.5 % 32.3 %

ROIC 31.0 % 32.0 % 33.2 % 29.3 % 30.5 % 32.3 %
Check 0 0 0 0 0 0

NBC 2.7 % 8.0 % 7.3 % 4.1 % 7.1 % 7.3 %

FGEAR 0.9 0.6 0.4 0.6 0.5 0.5

Spread 28.3 % 24.0 % 25.9 % 25.2 % 23.3 % 25.1 %

ROE 56.5 % 46.2 % 42.5 % 45.0 % 41.4 % 44.6 %

ROE 56.5 % 46.2 % 42.5 % 45.0 % 41.4 % 44.6 %

  Using end-of-period numbers 0 0 0 0 0 0

DuPont (before-taxes) 2008 2009 2010 2011 2012 2013

Profit Margin 20.6 % 20.6 % 20.3 % 19.4 % 16.1 % 18.3 %

Turnover Rate 0.7 0.8 0.8 0.8 0.9 0.8

ROIC 14.9 % 15.6 % 16.7 % 15.0 % 13.9 % 15.0 %

ROIC 14.9 % 15.6 % 16.7 % 15.0 % 13.9 % 15.0 %
Check 0 0 0 0 0 0

NBC 3.7 % 3.6 % 2.8 % 2.1 % 2.1 % 1.7 %

FGEAR 0.6 0.6 0.6 0.5 0.5 0.5

Spread 11.3 % 12.0 % 14.0 % 12.9 % 11.8 % 13.3 %

ROE 21.4 % 22.8 % 24.5 % 22.1 % 20.0 % 21.6 %

ROE 21.4 % 22.8 % 24.5 % 22.1 % 20.0 % 21.6 %

  Using end-of-period numbers 0 0 0 0 0 0
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Nestlé 

 
 

 

Kellogg’s 

 
 

 

DuPont (before-taxes) 2008 2009 2010 2011 2012 2013

Profit Margin 12.4 % 13.9 % 15.4 % 14.9 % 14.9 % 14.2 %

Turnover Rate 1.8 1.9 1.6 1.3 1.2 1.3

ROIC 22.3 % 26.6 % 25.2 % 19.9 % 18.1 % 18.4 %

ROIC 22.3 % 26.6 % 25.2 % 19.9 % 18.1 % 18.4 %
Check 0 0 0 0 0 0

NBC 18.4 % 23.3 % -12.7 % 9.6 % 6.3 % 9.2 %

FGEAR 0.1 0.0 -0.1 0.1 0.2 0.1

Spread 3.9 % 3.3 % 37.9 % 10.3 % 11.8 % 9.2 %

ROE 22.8 % 26.8 % 21.6 % 20.7 % 20.2 % 19.4 %

ROE 22.8 % 26.8 % 21.6 % 20.7 % 20.2 % 19.4 %

  Using end-of-period numbers 0 0 0 0 0 0

DuPont (before-taxes) 2008 2009 2010 2011 2012 2013

Profit Margin 15.1 % 15.7 % 16.1 % 10.7 % 11.2 % 19.2 %

Turnover Rate 2.2 1.7 1.6 1.7 1.4 1.4

ROIC 32.9 % 27.5 % 25.4 % 18.5 % 16.0 % 27.8 %

ROIC 32.9 % 27.5 % 25.4 % 18.5 % 16.0 % 27.8 %
Check 0 0 0 0 0 0

NBC 6.9 % 6.0 % 4.4 % 4.0 % 3.5 % 3.5 %

FGEAR 3.1 2.2 2.6 3.3 3.0 1.8

Spread 25.9 % 21.5 % 21.0 % 14.5 % 12.5 % 24.2 %

ROE 112.1 % 74.0 % 80.9 % 67.2 % 53.8 % 72.2 %

ROE 112.1 % 74.0 % 80.9 % 67.2 % 53.8 % 72.2 %

  Using end-of-period numbers 0 0 0 0 0 0
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A.24. Orkla – Liquidity Risk Analysis 

 

 
 

 
  

Short-term Liquidity Risk 2008 2009 2010 2011 2012 2013

Orkla 51.67 97.84 42.63 40.69 64.14 45.02

Unilever -36.73 -47.19 -51.75 -54.01 -57.92 -64.76

P&G 46.53 40.56 33.96 44.61 40.06 39.96

Nestlé -18.28 -25.83 -26.84 -29.07 -34.91 -40.55

Kellogg -36.58 -1.83 7.04 0.41 -17.20 -13.62

Orkla 2.14 3.18 3.12 2.24 2.44 1.41

Unilever 0.81 0.93 0.92 0.80 0.77 0.70

P&G 0.79 0.71 0.77 0.80 0.88 0.80

Nestlé 0.98 1.10 1.29 0.95 0.88 0.91

Kellogg 0.71 1.12 0.92 0.91 0.75 0.85

Orkla 1.51 2.57 1.69 1.60 1.15 0.93

Unilever 0.51 0.61 0.51 0.53 0.46 0.45

P&G 0.33 0.34 0.34 0.33 0.42 0.41

Nestlé 0.66 0.53 0.97 0.63 0.59 0.59

Kellogg 0.38 0.62 0.51 0.50 0.38 0.44
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Long-term 2008 2009 2010 2011 2012 2013

(Book-values)

Orkla 1.10 0.94 0.87 0.93 0.86 0.69

Unilever 2.48 1.95 1.73 2.18 1.90 2.07

P&G 1.07 1.14 1.09 1.03 1.07 1.03

Nestlé 0.93 1.07 0.78 0.96 1.01 0.88

Kellogg 6.52 3.92 4.50 5.75 5.15 3.29

(Market-values)

Orkla 0.59 0.48 0.18 0.27 0.14 0.22

Unilever 0.13 0.08 0.06 0.09 0.06 0.06

P&G 0.22 0.22 0.19 0.20 0.18 0.15

Nestlé 0.04 0.02 -0.03 0.02 0.06 0.03

Kellogg 0.27 0.24 0.30 0.32 0.37 0.30

(Book-values)

Orkla 0.48 0.52 0.54 0.52 0.54 0.59

Unilever 0.29 0.34 0.37 0.31 0.35 0.33

P&G 0.48 0.47 0.48 0.49 0.48 0.49

Nestlé 0.52 0.48 0.56 0.51 0.50 0.53

Kellogg 0.13 0.20 0.18 0.15 0.16 0.23

(Market-values)

Orkla 0.63 0.68 0.85 0.79 0.88 0.82

Unilever 0.89 0.93 0.95 0.92 0.94 0.94

P&G 0.82 0.82 0.84 0.83 0.85 0.87

Nestlé 0.96 0.99 1.03 0.98 0.94 0.97

Kellogg 0.79 0.80 0.77 0.76 0.73 0.77

Orkla 4.03 7.59 12.91 6.60 6.25 4.63

Unilever 23.80 10.77 17.28 18.81 13.35 13.48

P&G 11.15 11.61 16.91 20.50 19.48 26.59

Nestlé 11.92 24.34 18.99 29.62 18.99 20.71

Kellogg 6.30 6.71 8.02 6.08 6.08 12.09
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A.25. Orkla – Credit Risk Analysis 

The following section presents the credit risk analysis conducted and used in relation to determine the ‘credit 

spread’ and thus the cost of debt. 

 

 
 

 
Source: Authors’ own compilation based on (Petersen & Plenborg, 2012, pp. 277-291). 

 

 

 

 
Source: Authors’ own compilation based on (Petersen & Plenborg, 2012, pp. 277-291). 

 

  

Credit Analysis

Adjusted US key industrial financial ratios 

AAA AA A BBB BB B CCC < CCC

Values 0 1 2 3 4 5 6 7

EBIT Interest cover (x) 21.4 10.1 6.1 3.7 2.1 0.8 0.1

EBITDA interest cover (x) 26.5 12.9 9.1 5.8 3.4 1.8 1.3

Operating Cash Flow/Total Liabilities (%) 84.2 25.2 15.0 8.5 2.6 -3.2 -12.9

Return on Invested Capital (%) 34.9 21.7 19.4 13.6 11.6 6.6 1.0

Total Liabilities/Total Capital (%) 22.9 37.7 42.5 48.2 62.6 74.8 87.7

Definitions

EBIT Interest cover (x) = EBIT / Net Financial Expenses

EBITDA interest cover (x) = EBITDA / Net Financial Expenses

Operating Cash Flow/Total Liabilities (%) = CFO / Total Liabilities * 100

Return on Invested Capital (%) = EBIT / Invested Capital * 100

Total Liabilities/Total Capital (%) = Total Liabilities / Total Assets * 100

* End-of-year figures are used for balance sheet items

Rating of Orkla ASA Adjusted US key industrial financial ratios

2008 2009 2010 2011 2012 2013

EBIT Interest cover (x) 11.4 -1.7 -7.0 -5.2 7.2 5.9

EBITDA interest cover (x) 15.3 1.0 -1.3 -0.9 9.3 8.2

Operating Cash Flow/Total Liabilities (%) - -13.0 11.7 -7.9 27.3 10.4

Return on Invested Capital (%) 8.5 -2.0 -5.1 -5.7 13.4 7.3

Total Liabilities/Total Capital (%) 52.3 48.3 46.4 48.2 46.1 40.9

EBIT Interest cover AA < CCC < CCC < CCC A BBB

EBITDA interest cover AA < CCC < CCC < CCC A BBB

Operating Cash Flow/Total Liabilities - < CCC BBB CCC AA BBB

Return on Invested Capital B < CCC < CCC < CCC BB B

Total Liabilities/Total Capital BB BB BBB BB BBB A

Yearly Rating 2.75 6.4 5.4 6.2 2.4 3.2

Yearly Rating A CCC B CCC A BBB

Credit Rating 2008 2009 2010 2011 2012 2013

Orkla ASA A CCC B CCC A BBB

Credit Spread

US Treasury, 10 year AAA AA A BBB BB B

3.38% 1.9 2.4 3.6 4.7 11.2 13.1

3.38% 0.6 0.7 0.8 1.3 2.6 3.2
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A.26. Orkla BCG – Forecasting Description by Item 

This appendix explains the reasoning behind the assumptions used (excluding revenue growth and margin 

consideration) in forecasting pro forma financial statements for Orkla BCG subsidiaries. Each relevant line 

item is presented, with comments regarding each assumption. As Orkla BCG consists of five subsidiaries, 

they all have a separate pro forma statement. However, based on the authors’ analysis, the procedure used in 

deriving the assumptions on the following key value-drivers will be similar for all subsidiaries. 

Depreciation and EBITDA 

Depreciation as percentage of PPE is estimated going forward as the average of the period ’10 – ’13. As the 

EBITA-margin is used to estimate Orkla’s profitability in the budget period, depreciation is used to derive 

EBITDA by adding back depreciations to EBITA.  

The same calculation will be followed for all subsidiaries. 

Interest rate 

There has been an upward trend in Orkla’s reported interest rate (’10 -’13). Hence, the interest rate going 

forward has been set equal to the average of the last two years (3.6%). For the terminal period, this rate has 

been rounded up to 4%, in order to obtain a more conservative estimate given today’s low interest rate levels.  

The same procedure will be used for all subsidiaries. 

Estimated marginal tax rate 

The tax rate is based on the historic average of the estimated marginal tax rate in the period ’10 -’13. 

The same procedure will be used for all subsidiaries. 

Intangible assets 

In 2013, Orkla incorporated the acquisition of Rieber & Søn. The average of intangible assets as percentage 

of revenue prior to this period was 18.6% (’10 – ’12). However, the substantial goodwill of NOKm 3,653 

and intangible assets of NOKm 1,230 recognized in relation to the acquisition boosted this ratio for Orkla 

Foods to as much as 64.7% (Orkla ASA, 2013a, p. 67). Since 2004, goodwill cannot be amortized, and is 

instead subject to annual impairment tests – unless qualitative indicators suggest that it is unlikely that 

goodwill is impaired (IASB, 2004). The authors assume that the level of intangibles is constant going 

forward which implies that the company only grows organically. Consequently, the ratio of intangible assets 

as percentage of revenue is effectively decreased in pace with an increase in revenue. However, in the 

terminal period, the growth rate of intangible assets is set equal to the terminal growth rate. 

The same procedure will be used for all subsidiaries. 
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Tangible assets 

Tangible assets as percentage of revenue is set equal to the percentage found in the last year. With a gradual 

increase in revenue over the forecast period, this will result in an absolute increase in tangible assets 

exceeding depreciations (except for Orkla International in 2014 where Russia is divested). These capital 

expenditures can be regarded as maintenance CAPEX, reflecting necessary preservations of the asset base. 

The same procedure will be used for all subsidiaries. 

Inventories and receivables  

For both ‘inventory’, ‘accounts receivable’ and ‘other current receivable’ as percentage of revenue, an 

average of the ratio over the last four years is used. This is assumed to be a representative estimate, given 

that each ratio is fairly stable and varies around the four-year mean (for all subsidiaries). For Orkla Foods, 

there is notably an increase in receivables following the Rieber acquisition in 2013, but the authors assume 

that this item will quickly return to historically representative levels, as the organizations are fully merged. 

The same procedure will be used for all subsidiaries. 

Current non-interest bearing debt 

Current non-interest-bearing debt as percentage of revenue fluctuates around a mean in the period ’10 – ’13, 

which is assumed to be the ratio going forward. 

The same procedure will be used for all subsidiaries. 

Non-current non-interest bearing debt 

For Orkla Foods, non-current non-interest-bearing debt as percentage of revenue increased in 2013 due to 

recognized ‘deferred tax, excess value’ in relation to the Rieber acquisition. This liability is assumed to be 

paid-off in 2014, and non-current non-interest-bearing debt as percentage of revenue is subsequently 

assumed to be zero. This implies an assumption that all tax are paid off when recognized in the income 

statement. 

The procedure of paying off ‘deferred tax, excess value’ immediately is conducted for all subsidiaries. 

Net interest-bearing debt 

Net interest-bearing debt as percentage of invested capital is derived from calculating NIBD to Equity on the 

Orkla Group-level, and this ratio is used to split capital employed between equity and debt in the period ’10 

– ’13. Orkla has communicated a target debt level of 2.5x–3x EBITDA, which is assumed to be reached in 

E2016. Hence, the ratio of NIBD as percentage of invested capital is set so that Orkla in the forecast 

gradually reach the target level in 2016. However, NIBD is only an estimate meant as a supporting 

calculation to control that invested capital (net operating assets) is calculated correctly, and thus not used for 

any valuation purposes. For a more detailed explanation, see Section 6.1. 

The same procedure will be used for all subsidiaries. However, due to negative EBITDA contribution of 

Orkla International in E2014 and E2015, the NIBD/IC is set to be 35% (equal to ‘13) and 40%, respectively.  
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A.27. Orkla BCG – Forecasting Assumptions 

 

Orkla Foods 

 

 

 

 

Orkla Confectionary & Snacks 

 

 

 

 

 

 

 

Forecasting Assumptions TV

2010 2011 2012 2013 Average E2014 E2015 E2016 E2017 Terminal

Revenue growth n.a. 0.0 % -10.5 % 24.0 % 4.5 % 10.35% 2.00% 2.50% 2.50% 2.24%

   Organic growth1 -4.0% 0.0 % 1.0 % -4.0 % -1.8 % 1.50% 2.00% 2.50% 2.50% 2.24%

      Price growth (inflation, innovations, negotiations etc.) 0.50% 1.50% 3.50% 3.50% 2.24%

      Volume growth (market shares,  consumer spending, new product offerings etc.) 9.85% 0.50% -1.00% -1.00% 0.00%

EBITDA Margin 14.5 % 14.3 % 16.1 % 15.7 % 15.1 % 17.41% 17.91% 18.41% 18.41% 18.41%

EBITA Margin 11.0 % 10.9 % 13.1 % 12.5 % 11.8 % 13.50% 14.00% 14.50% 14.50% 14.50%

Interest rate 2.2 % 2.7 % 3.7 % 3.4 % 3.0 % 3.6 % 3.6 % 3.6 % 3.6 % 4.0 %

Estimated marginal tax rate 26.8 % 26.7 % 26.5 % 24.9 % 26.2 % 26.2 % 26.2 % 26.2 % 26.2 % 26.2 %

Depreciation as % of PP&E 16.5 % 21.4 % 17.1 % 14.2 % 17.3 % 17.3 % 17.3 % 17.3 % 17.3 % 17.3 %

Intangilbe assets as % of revenue 18.0 % 18.3 % 20.1 % 65.1 % 30.4 % 59.0 % 57.9 % 56.5 % 55.1 % 55.1 %

Tangible assets as % of revenue 21.2 % 16.1 % 18.0 % 22.6 % 19.5 % 22.6 % 22.6 % 22.6 % 22.6 % 22.6 %

Inventory as % of revenue 13.4 % 14.8 % 16.5 % 16.3 % 15.2 % 15.2 % 15.2 % 15.2 % 15.2 % 15.2 %

Accounts Receivables as % of revenue 10.7 % 10.0 % 10.4 % 13.0 % 11.0 % 11.0 % 11.0 % 11.0 % 11.0 % 11.0 %

Other current receivables as % of revenue 1.8 % 1.8 % 2.0 % 1.9 % 1.9 % 1.9 % 1.9 % 1.9 % 1.9 % 1.9 %

Current non-interest-bearing debt as % of revenue 18.7 % 16.8 % 17.1 % 17.6 % 17.5 % 17.5 % 17.5 % 17.5 % 17.5 % 17.5 %

Non-current non-interest-bearing debt as % of revenue 0.2 % 0.2 % 0.2 % 3.6 % 1.0 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %

Net-interest-bearing debt as % of invested capital 31.2 % 43.4 % 30.8 % 38.6 % 36.0 % 40.0 % 45.0 % 51.3 % 52.1 % 52.1 %
1 Adjusted for acquired and sold companies, and currency translation effects.

Historical Short-term Medium-term

Forecasting Assumptions TV

2010 2011 2012 2013 Average E2014 E2015 E2016 E2017 Terminal

Revenue growth n.a. 1.7 % -0.5 % -0.1 % 0.4 % 1.95% 2.66% 3.15% 3.20% 2.25%

Organic growth1 2.0% 1.0 % 1.0 % -3.0 % 0.3 % 1.95% 2.66% 3.15% 3.20% 2.25%

  Price growth (inflation, innovations, negotiations etc.) 1.95% 2.16% 2.15% 2.20% 2.25%

  Volume growth (market shares, consumer spending, new product offerings etc.) 0.00% 0.50% 1.00% 1.00% 0.00%

EBITDA Margin 21.1 % 19.0 % 19.4 % 17.6 % 19.3 % 18.69% 19.19% 20.19% 20.19% 20.19%

EBITA Margin 17.7 % 15.6 % 16.0 % 13.9 % 15.8 % 15.00% 15.50% 16.50% 16.50% 16.50%

Interest rate 2.2 % 2.7 % 3.7 % 3.4 % 3.0 % 3.6 % 3.6 % 3.6 % 3.6 % 4.0 %

Estimated marginal tax rate 26.5 % 26.3 % 26.0 % 24.9 % 25.9 % 25.9 % 25.9 % 25.9 % 25.9 % 26.0 %

Depreciation as % of PP&E 12.6 % 13.1 % 12.9 % 12.9 % 12.9 % 12.9 % 12.9 % 12.9 % 12.9 % 12.9 %

Intangilbe assets as % of revenue 77.8 % 76.7 % 75.0 % 82.9 % 78.1 % 81.3 % 79.2 % 76.8 % 74.4 % 74.4 %

Tangible assets as % of revenue 26.6 % 26.1 % 26.2 % 28.7 % 26.9 % 28.7 % 28.7 % 28.7 % 28.7 % 28.7 %

Inventory as % of revenue 9.0 % 10.7 % 9.5 % 10.3 % 9.9 % 9.9 % 9.9 % 9.9 % 9.9 % 9.9 %

Accounts Receivables as % of revenue 14.5 % 15.2 % 15.4 % 17.1 % 15.6 % 15.6 % 15.6 % 15.6 % 15.6 % 15.6 %

Other current receivables as % of revenue 1.2 % 1.5 % 1.5 % 1.3 % 1.4 % 1.4 % 1.4 % 1.4 % 1.4 % 1.4 %

Current non-interest-bearing debt as % of revenue 19.5 % 18.8 % 19.4 % 20.3 % 19.5 % 19.5 % 19.5 % 19.5 % 19.5 % 19.5 %

Non-current non-interest-bearing debt as % of revenue 8.2 % 8.1 % 7.8 % 8.2 % 8.1 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %

Net-interest-bearing debt as % of invested capital (2.5x EBITDA) 23.2 % 36.8 % 23.5 % 35.9 % 29.9 % 38.0 % 42.0 % 44.8 % 45.7 % 45.7 %
1 Adjusted for acquired and sold companies, and currency translation effects.

Historical Short-term Medium-term
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Orkla Home & Personal 

 

 

 

 

Orkla International 

 

 

 

 

 

 

Forecasting Assumptions TV

2010 2011 2012 2013 Average E2014 E2015 E2016 E2017 Terminal

Revenue growth n.a. -0.5 % 8.3 % 19.1 % 9.0 % 2.52% 3.18% 3.68% 3.85% 2.47%

Organic growth1 7.0% 0.0 % -1.0 % -1.0 % 1.3 % 2.52% 3.18% 3.68% 3.85% 2.47%

  Price growth (inflation, innovations, negotiations etc.) 2.02% 2.18% 2.18% 2.35% 2.47%

  Volume growth (market shares, consumer spending, new product offerings etc.) 0.50% 1.00% 1.50% 1.50% 0.00%

EBITDA Margin 20.6 % 20.2 % 18.4 % 18.7 % 19.5 % 18.99% 18.99% 18.99% 18.99% 18.99%

EBITA Margin 19.2 % 18.8 % 16.9 % 17.0 % 18.0 % 17.50% 17.50% 17.50% 17.50% 17.50%

Interest rate 2.2 % 2.7 % 3.7 % 3.4 % 3.0 % 3.6 % 3.6 % 3.6 % 3.6 % 4.0 %

Estimated marginal tax rate 27.2 % 27.2 % 27.0 % 26.6 % 27.0 % 27.0 % 27.0 % 27.0 % 27.0 % 27.0 %

Depreciation as % of PP&E 13.9 % 13.4 % 10.8 % 15.5 % 13.4 % 13.4 % 13.4 % 13.4 % 13.4 % 13.4 %

Intangilbe assets as % of revenue 31.8 % 34.8 % 54.5 % 48.1 % 42.3 % 46.9 % 45.5 % 43.9 % 42.2 % 42.2 %

Tangible assets as % of revenue 10.3 % 10.3 % 13.9 % 11.1 % 11.4 % 11.1 % 11.1 % 11.1 % 11.1 % 11.1 %

Inventory as % of revenue 11.7 % 13.2 % 15.5 % 15.1 % 13.9 % 13.9 % 13.9 % 13.9 % 13.9 % 13.9 %

Accounts Receivables as % of revenue 14.4 % 13.8 % 16.8 % 14.9 % 15.0 % 15.0 % 15.0 % 15.0 % 15.0 % 15.0 %

Other current receivables as % of revenue 1.3 % 2.6 % 1.2 % 0.9 % 1.5 % 1.5 % 1.5 % 1.5 % 1.5 % 1.5 %

Current non-interest-bearing debt as % of revenue 18.0 % 18.3 % 21.5 % 19.5 % 19.3 % 19.3 % 19.3 % 19.3 % 19.3 % 19.3 %

Non-current non-interest-bearing debt as % of revenue 1.4 % 1.4 % 3.1 % 2.6 % 2.2 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %

Net-interest-bearing debt as % of invested capital 23.7 % 36.7 % 22.8 % 35.0 % 29.5 % 50.0 % 60.0 % 71.9 % 73.8 % 73.8 %
1 Adjusted for acquired and sold companies, and currency translation effects.

Historical Short-term Medium-term

Forecasting Assumptions Historical TV

2010 2011 2012 2013 Average E2014 E2015 E2016 E2017 Terminal

Revenue growth n.a. 5.1 % 1.0 % 20.3 % 8.8 % 11.0 % -40.8 % 6.7 % 7.3 % 3.1 %

Organic growth1 4.0% 9.0% 5.0% -7.0% 2.8 % 2.9 % 5.7 % 6.7 % 7.3 % 3.1 %

  Price growth (inflation, innovations, negotiations etc.) 4.1 % 3.1 % 3.1 % 3.1 % 3.1 %

  Volume growth (market shares, consumer spending, new product offerings etc.) 6.9 % -44.0 % 3.6 % 4.2 % 0.0 %

EBITDA Margin 4.7 % 2.2 % 1.4 % -4.8 % 0.9 % -3.7 % 11.7 % 11.7 % 11.7 % 11.7 %

EBITA Margin 0.2 % -1.5 % -2.1 % -8.4 % -3.0 % -8.4 % 7.0 % 7.0 % 7.0 % 7.0 %

Interest rate 2.2 % 2.7 % 3.7 % 3.4 % 3.0 % 3.6 % 3.6 % 3.6 % 3.6 % 4.0 %

Estimated marginal tax rate 24.1 % 23.4 % 23.4 % 23.5 % 23.6 % 23.6 % 23.6 % 23.6 % 23.6 % 23.6 %

Depreciation as % of PP&E 13.7 % 11.1 % 11.0 % 8.6 % 11.1 % 11.1 % 11.1 % 11.1 % 11.1 % 11.1 %

Intangilbe assets as % of revenue 40.6 % 37.5 % 34.9 % 26.1 % 34.8 % 23.5 % 39.7 % 37.2 % 34.7 % 34.7 %

Tangible assets as % of revenue 33.4 % 33.0 % 32.1 % 42.2 % 35.2 % 42.2 % 42.2 % 42.2 % 42.2 % 42.2 %

Inventory as % of revenue 13.1 % 13.6 % 14.0 % 19.2 % 15.0 % 13.1 % 13.1 % 13.1 % 13.1 % 13.1 %

Accounts Receivables as % of revenue 17.4 % 21.7 % 23.1 % 25.9 % 22.0 % 17.4 % 17.4 % 17.4 % 17.4 % 17.4 %

Other current receivables as % of revenue 2.7 % 2.5 % 2.2 % 2.0 % 2.4 % 2.7 % 2.7 % 2.7 % 2.7 % 2.7 %

Current non-interest-bearing debt as % of revenue 14.5 % 16.4 % 18.5 % 19.6 % 17.3 % 14.5 % 14.5 % 14.5 % 14.5 % 14.5 %

Non-current non-interest-bearing debt as % of revenue 2.1 % 1.9 % 1.8 % 1.2 % 1.7 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %

Net-interest-bearing debt as % of invested capital 22.2 % 35.8 % 22.3 % 34.6 % 28.7 % 35.0 % 40.0 % 29.7 % 30.5 % 30.5 %
1 Adjusted for acquired and sold companies, and currency translation effects.

Short-term Medium-term
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Orkla Food Ingredients 

 

 

 

  

Forecasting Assumptions TV

2010 2011 2012 2013 Average E2014 E2015 E2016 E2017 Terminal

Revenue growth n.a. 18.7 % 2.2 % 10.4 % 10.5 % 2.05% 2.14% 2.25% 2.30% 2.15%

Organic growth1 4.0% 9.0 % 1.0 % 2.0 % 4.0 % 2.05% 2.14% 2.25% 2.30% 2.15%

  Price growth (inflation, innovations, negotiations etc.) 2.11% 2.08% 2.13% 2.13% 2.15%

  Volume growth (market shares, consumer spending, new product offerings etc.) -0.06% 0.06% 0.13% 0.17% 0.00%

EBITDA Margin 5.8 % 4.4 % 5.6 % 6.0 % 5.5 % 5.43% 5.43% 5.43% 5.43% 5.43%

EBITA Margin 3.3 % 2.1 % 3.5 % 4.0 % 3.2 % 3.23% 3.23% 3.23% 3.23% 3.23%

Interest rate 2.2 % 2.7 % 3.7 % 3.4 % 3.0 % 3.6 % 3.6 % 3.6 % 3.6 % 4.0 %

Estimated marginal tax rate 24.6 % 24.3 % 24.1 % 23.1 % 24.0 % 24.0 % 24.0 % 24.0 % 24.0 % 24.0 %

Depreciation as % of PP&E 15.2 % 16.0 % 15.0 % 13.3 % 14.9 % 14.9 % 14.9 % 14.9 % 14.9 % 14.9 %

Intangilbe assets as % of revenue 17.8 % 15.0 % 14.5 % 15.2 % 15.6 % 14.9 % 14.5 % 14.2 % 13.9 % 13.9 %

Tangible assets as % of revenue 16.6 % 14.2 % 14.3 % 14.8 % 15.0 % 14.8 % 14.8 % 14.8 % 14.8 % 14.8 %

Inventory as % of revenue 10.6 % 10.5 % 10.1 % 10.2 % 10.3 % 10.3 % 10.3 % 10.3 % 10.3 % 10.3 %

Accounts Receivables as % of revenue 14.5 % 13.7 % 13.5 % 14.2 % 14.0 % 14.0 % 14.0 % 14.0 % 14.0 % 14.0 %

Other current receivables as % of revenue 1.6 % 1.3 % 1.3 % 1.0 % 1.3 % 1.3 % 1.3 % 1.3 % 1.3 % 1.3 %

Current non-interest-bearing debt as % of revenue 14.0 % 13.0 % 12.8 % 13.1 % 13.2 % 13.2 % 13.2 % 13.2 % 13.2 % 13.2 %

Non-current non-interest-bearing debt as % of revenue 0.2 % 0.3 % 0.2 % 0.2 % 0.2 % 0.0 % 0.0 % 0.0 % 0.0 % 0.0 %

Net-interest-bearing debt as % of invested capital 25.8 % 38.7 % 25.6 % 37.7 % 32.0 % 35.0 % 30.0 % 32.8 % 33.1 % 33.1 %
1 Adjusted for acquired and sold companies, and currency translation effects.

Historical Short-term Medium-term
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A.28. Orkla BCG – Pro Forma Statements 

 

Orkla Foods 

 

 
 

 

 

 
 

Pro Forma Income Statement (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Operating revenues (excl. intercompany sales) 9,734 10,741 10,956 11,230 11,511 11,769

Cost of materials -4,765

Gross Profit 4,969

Payroll expenses -1,861

Other operating expenses -1,583

EBITDA 1,525 1,870 1,962 2,068 2,119 2,167

Depreciation and write-down -313 -420 -428 -439 -450 -460

EBITA 1,212 1,450 1,534 1,628 1,669 1,706

Amortisation intangible assets 0

Other income and expenses -262

EBIT 950 1,450 1,534 1,628 1,669 1,706

Taxation (estimated) -237 -380 -402 -427 -438 -448

NOPAT 713 1,070 1,132 1,201 1,231 1,259

Net financial expenses (estimated) -125 -141 -159 -183 -188 -217

Tax shield 31 37 42 48 49 57

Net financial expenses (after-tax) -94 -104 -118 -135 -139 -160

Profit/loss for the year 619 966 1,014 1,066 1,093 1,099

Pro Forma Balance Sheet (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Invested Capital (Net operating assets)

Accounts receivable 1,263 1,182 1,205 1,236 1,266 1,295

Other current receivables 188 202 206 211 216 221

Inventories 1,587 1,638 1,670 1,712 1,755 1,794

Total current operating assets 3,038 3,021 3,081 3,158 3,237 3,310

Accounts payable 751

Value added tax, employee taxes etc. 228

Other current liabilities 732

Total current, Non-interest-bearing debt 1,711 1,885 1,922 1,970 2,020 2,065

Operating working capital 1,327 1,136 1,159 1,188 1,218 1,245

Investments in associates 0

Intangible assets 6,340 6,340 6,340 6,340 6,340 6,482

Property, plant and equipment 2,202 2,430 2,479 2,541 2,604 2,662

Total non-current assets 8,542 8,770 8,819 8,881 8,944 9,144

Deferred tax, excess values 346

Total non-current, Non-interest bearing debt 346 0 0 0 0 0

Invested Capital (Net operating assets) 9,523 9,906 9,978 10,069 10,162 10,389



Appendices   

                                                                   Page 197 of 251 

 

 
 

 

 

 
 

  

Invested Capital

Equity (estimated) 5,846 5,944 5,488 4,900 4,864 4,973

Interest-bearing debt

Pension liabilities 652

Interest-bearing liabilities (estimated) 3,056

Interest-bearing assets

Pension plan assets 31

Net-interest-bearing debt (NIBD) 3,677 3,963 4,490 5,169 5,298 5,417

Invested Capital 9,523 9,906 9,978 10,069 10,162 10,389

Free Cash Flow (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Equity

Equity

Equity (beginning of period) 2,703 5,846 5,944 5,488 4,900 4,864

Profit/loss for the year 619 966 1,014 1,066 1,093 1,099

Dividends/Share buy-back 2,524 -868 -1,470 -1,654 -1,129 -990

Equity (end of period) 5,846 5,944 5,488 4,900 4,864 4,973

CAPEX Calculation

CAPEX

Intangible and tangible assets (beginning of period) 2,998 8,542 8,770 8,819 8,881 8,944

Depreciation -313 -420 -428 -439 -450 -460

Amortization 0 0 0 0 0 0

Intangible and tangible assets (end of period) 8,542 8,770 8,819 8,881 8,944 9,144

CAPEX 5,857 648 477 501 514 660

Free Cash Flow Calculation

NOPAT 713 1,070 1,132 1,201 1,231 1,259

Depreciation 313 420 428 439 450 460

Amortization 0 0 0 0 0 0

Change in Net working capital -401 191 -23 -29 -30 -27

Change in Non-current, Non-interest-bearing debt 329 -346 0 0 0 0

CAPEX -5,857 -648 -477 -501 -514 -660

FCFF -4,903 686 1,060 1,110 1,138 1,031

Change in NIBD 2,473 285 527 679 129 119

Net financial expenses -125 -141 -159 -183 -188 -217

Tax Shield 31 37 42 48 49 57

FCFE -2,524 868 1,470 1,654 1,129 990

Dividend (neg.)/Share buy-back (pos.) 2,524 -868 -1,470 -1,654 -1,129 -990

Cash surplus 0 0 0 0 0 0
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Orkla Confectionary & Snacks 

 

 
 

 

 

 
 

Pro Forma Income Statement (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Operating revenues (excl. intercompany sales) 4,765 4,858 4,987 5,144 5,308 5,428

Cost of materials -1,920

Gross Profit 2,845

Payroll expenses -1,031

Other operating expenses -975

EBITDA 839 908 957 1,039 1,072 1,096

Depreciation and write-down -176 -179 -184 -190 -196 -200

EBITA 663 729 773 849 876 896

Amortisation intangible assets 0

Other income and expenses -74

EBIT 589 729 773 849 876 896

Taxation (estimated) 147 -189 -200 -220 -227 -233

NOPAT 736 540 573 629 649 663

Net financial expenses (estimated) -65 -77 -86 -92 -95 -110

Tax shield 16 20 22 24 25 28

Net financial expenses (after-tax) -49 -57 -63 -68 -70 -81

Profit/loss for the year 687 483 509 560 578 582

Pro Forma Balance Sheet (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Invested Capital (Net operating assets)

Accounts receivable 816 756 776 800 826 844

Other current receivables 60 67 69 71 73 75

Inventories 489 480 493 508 524 536

Total current operating assets 1,365 1,302 1,337 1,379 1,423 1,455

Accounts payable 333

Value added tax, employee taxes etc. 164

Other current liabilities 472

Total current, Non-interest-bearing debt 969 949 974 1,005 1,037 1,060

Operating working capital 396 353 363 374 386 395

Investments in associates 0

Intangible assets 3,949 3,949 3,949 3,949 3,949 4,038

Property, plant and equipment 1,367 1,394 1,431 1,476 1,523 1,557

Total non-current assets 5,316 5,343 5,380 5,425 5,472 5,595

Deferred tax, excess values 392

Total non-current, Non-interest bearing debt 392 0 0 0 0 0

Invested Capital (Net operating assets) 5,320 5,696 5,743 5,799 5,858 5,990
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Invested Capital

Equity (estimated) 3,408 3,532 3,331 3,202 3,178 3,250

Interest-bearing debt

Pension liabilities 131

Interest-bearing liabilities (estimated) 1,781

Interest-bearing assets

Pension plan assets 0

Net-interest-bearing debt (NIBD) 1,912 2,165 2,412 2,597 2,680 2,740

Invested Capital 5,320 5,696 5,743 5,799 5,858 5,990

Free Cash Flow (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Equity

Equity

Equity (primo) 3,663 3,408 3,532 3,331 3,202 3,178

Profit/loss for the year 687 483 509 560 578 582

Dividends/Share buy-back -943 -359 -710 -689 -602 -510

Equity (ultimo) 3,408 3,532 3,331 3,202 3,178 3,250

CAPEX Calculation

CAPEX

Intangible and tangible assets (primo) 4,828 5,316 5,343 5,380 5,425 5,472

Depreciation -176 -179 -184 -190 -196 -200

Amortization 0 0 0 0 0 0

Intangible and tangible assets (ultimo) 5,316 5,343 5,380 5,425 5,472 5,595

CAPEX 664 206 221 235 243 324

Free Cash Flow Calculation

NOPAT 736 540 573 629 649 663

Depreciation 176 179 184 190 196 200

Amortization 0 0 0 0 0 0

Change in Net working capital -61 43 -9 -11 -12 -9

Change in Non-current, Non-interest-bearing debt 20 -392 0 0 0 0

CAPEX -664 -206 -221 -235 -243 -324

FCFF 207 164 526 572 590 531

Change in NIBD 785 252 247 185 83 60

Net financial expenses -65 -77 -86 -92 -95 -110

Tax Shield 16 20 22 24 25 28

FCFE 943 359 710 689 602 510

Dividends / Share buy-back -943 -359 -710 -689 -602 -510

Cash surplus 0 0 0 0 0 0
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Orkla Home & Personal 

 

 
 

 

 

 
 

Pro Forma Income Statement (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Operating revenues (excl. intercompany sales) 4,755 4,875 5,030 5,215 5,416 5,550

Cost of materials -1,909

Gross Profit 2,846

Payroll expenses -878

Other operating expenses -1,078

EBITDA 890 926 955 990 1,029 1,054

Depreciation and write-down -82 -73 -75 -78 -81 -83

EBITA 808 853 880 913 948 971

Amortisation intangible assets -5

Other income and expenses -18

EBIT 785 853 880 913 948 971

Taxation (estimated) -209 -230 -238 -247 -256 -262

NOPAT 576 623 642 666 692 709

Net financial expenses (estimated) -39 -60 -72 -88 -91 -105

Tax shield 10 16 20 24 25 28

Net financial expenses (after-tax) -28 -44 -53 -64 -67 -77

Profit/loss for the year 548 579 590 602 625 632

Pro Forma Balance Sheet (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Invested Capital (Net operating assets)

Accounts receivable 710 730 753 781 811 831

Other current receivables 42 74 76 79 82 84

Inventories 719 676 697 723 751 769

Total current operating assets 1,471 1,479 1,526 1,583 1,643 1,684

Accounts payable 380

Value added tax, employee taxes etc. 80

Other current liabilities 468

Total current, Non-interest-bearing debt 928 942 972 1,008 1,047 1,073

Operating working capital 543 537 554 574 597 611

Investments in associates 22

Intangible assets 2,287 2,287 2,287 2,287 2,287 2,343

Property, plant and equipment 529 542 560 580 603 617

Total non-current assets 2,838 2,829 2,847 2,867 2,890 2,961

Deferred tax, excess values 126

Total non-current, Non-interest bearing debt 126 0 0 0 0 0

Invested Capital (Net operating assets) 3,255 3,366 3,401 3,442 3,486 3,572
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Invested Capital

Equity (estimated) 2,117 1,683 1,360 965 915 937

Interest-bearing debt

Pension liabilities 35

Interest-bearing liabilities (estimated) 1,107

Interest-bearing assets

Pension plan assets 4

Net-interest-bearing debt (NIBD) 1,138 1,683 2,040 2,476 2,571 2,635

Invested Capital 3,255 3,366 3,401 3,442 3,486 3,572

Equity

Equity

Equity (primo) 2,393 2,117 1,683 1,360 965 915

Profit/loss for the year 548 579 590 602 625 632

Dividends/Share buy-back -823 -1,013 -912 -997 -676 -609

Equity (ultimo) 2,117 1,683 1,360 965 915 937

CAPEX Calculation

CAPEX

Intangible and tangible assets (primo) 2,747 2,838 2,829 2,847 2,867 2,890

Depreciation -82 -73 -75 -78 -81 -83

Amortization -5 0 0 0 0 0

Intangible and tangible assets (ultimo) 2,838 2,829 2,847 2,867 2,890 2,961

CAPEX 178 64 92 98 103 154

Free Cash Flow Calculation

NOPAT 576 623 642 666 692 709

Depreciation 82 73 75 78 81 83

Amortization 5 0 0 0 0 0

Change in Net working capital -65 6 -17 -20 -22 -15

Change in Non-current, Non-interest-bearing debt 1 -126 0 0 0 0

CAPEX -178 -64 -92 -98 -103 -154

FCFF 421 511 608 625 647 623

Change in NIBD 430 545 357 436 95 64

Net financial expenses -39 -60 -72 -88 -91 -105

Tax Shield 10 16 20 24 25 28

FCFE 823 1,013 912 997 676 609

Dividends / Share buy-back -823 -1,013 -912 -997 -676 -609

Cash surplus 0 0 0 0 0 0
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Orkla International 

 

 
 

 

 

 
 

Pro Forma Income Statement (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Operating revenues (excl. intercompany sales) 2,519 2,800 1,664 1,782 1,919 1,978

Cost of materials -1,458

Gross Profit 1,061

Payroll expenses -506

Other operating expenses -675

EBITDA -120 -104 194 208 224 231

Depreciation and write-down -91 -131 -78 -83 -90 -93

EBITA -211 -235 116 125 134 138

Amortisation intangible assets -1

Other income and expenses -437

EBIT -649 -235 116 125 134 138

Taxation (estimated) 153 55 -28 -29 -32 -33

NOPAT -496 -179 89 95 103 106

Net financial expenses (estimated) -28 -29 -24 -18 -20 -23

Tax shield 7 7 6 4 5 5

Net financial expenses (after-tax) -21 -22 -18 -14 -15 -18

Profit/loss for the year -518 -202 71 81 87 88

Pro Forma Balance Sheet (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Invested Capital (Net operating assets)

Accounts receivable 652 488 290 311 335 345

Other current receivables 50 77 46 49 53 54

Inventories 483 366 218 233 251 259

Total current operating assets 1,185 932 553 593 639 658

Accounts payable 318

Value added tax, employee taxes etc. 45

Other current liabilities 131

Total current, Non-interest-bearing debt 494 406 241 258 278 287

Operating working capital 691 525 312 334 360 371

Investments in associates 0

Intangible assets 657 657 657 657 657 677

Property, plant and equipment 1,062 1,181 701 751 809 834

Total non-current assets 1,719 1,838 1,358 1,408 1,466 1,511

Deferred tax, excess values 31

Total non-current, Non-interest bearing debt 31 0 0 0 0 0

Invested Capital (Net operating assets) 2,379 2,363 1,670 1,742 1,826 1,882
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Invested Capital

Equity (estimated) 1,557 1,536 1,002 1,222 1,266 1,305

Interest-bearing debt

Pension liabilities 8

Interest-bearing liabilities (estimated) 814

Interest-bearing assets

Pension plan assets 0

Net-interest-bearing debt (NIBD) 822 827 668 520 560 577

Invested Capital 2,379 2,363 1,670 1,742 1,826 1,882

Free Cash Flow (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Equity

Equity

Equity (primo) 1,399 1,557 1,536 1,002 1,222 1,266

Profit/loss for the year -518 -202 71 81 87 88

Dividends/Share buy-back 676 180 -604 139 -44 -49

Equity (ultimo) 1,557 1,536 1,002 1,222 1,266 1,305

CAPEX Calculation

CAPEX

Intangible and tangible assets (primo) 1,403 1,719 1,838 1,358 1,408 1,466

Depreciation -91 -131 -78 -83 -90 -93

Amortization -1 0 0 0 0 0

Intangible and tangible assets (ultimo) 1,719 1,838 1,358 1,408 1,466 1,511

CAPEX 408 249 -401 133 148 137

Free Cash Flow Calculation

NOPAT -496 -179 89 95 103 106

Depreciation 91 131 78 83 90 93

Amortization 1 0 0 0 0 0

Change in Net working capital -255 166 213 -22 -26 -11

Change in Non-current, Non-interest-bearing debt -6 -31 0 0 0 0

CAPEX -408 -249 401 -133 -148 -137

FCFF -1,073 -163 781 23 19 50

Change in NIBD 419 5 -159 -148 40 17

Net financial expenses -28 -29 -24 -18 -20 -23

Tax Shield 7 7 6 4 5 5

FCFE -676 -180 604 -139 44 49

Dividends / Share buy-back 676 180 -604 139 -44 -49

Cash surplus 0 0 0 0 0 0
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Orkla Food Ingredients 

 

 
 

 

 

 
 

Pro Forma Income Statement (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Operating revenues (excl. intercompany sales) 5,948 6,070 6,200 6,340 6,485 6,625

Cost of materials -3,997

Gross Profit 1,953

Payroll expenses -808

Other operating expenses -788

EBITDA 357 330 337 344 352 360

Depreciation and write-down -117 -134 -136 -139 -143 -146

EBITA 240 196 200 205 210 214

Amortisation intangible assets -15

Other income and expenses -7

EBIT 218 196 200 205 210 214

Taxation (estimated) -50 -47 -48 -49 -50 -51

NOPAT 168 149 152 156 159 163

Net financial expenses (estimated) -32 -32 -28 -31 -31 -36

Tax shield 7 8 7 7 8 9

Net financial expenses (after-tax) -25 -24 -21 -23 -24 -27

Profit/loss for the year 143 125 131 132 136 135

Pro Forma Balance Sheet (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Invested Capital (Net operating assets)

Accounts receivable 843 847 865 885 905 925

Other current receivables 61 79 80 82 84 86

Inventories 606 628 642 656 671 686

Total current operating assets 1,510 1,554 1,587 1,623 1,660 1,696

Accounts payable 455

Value added tax, employee taxes etc. 132

Other current liabilities 192

Total current, Non-interest-bearing debt 779 803 821 839 858 877

Operating working capital 731 751 767 784 802 819

Investments in associates 3

Intangible assets 902 902 902 902 902 921

Property, plant and equipment 880 898 917 938 960 980

Total non-current assets 1,785 1,800 1,819 1,840 1,862 1,901

Deferred tax, excess values 13

Total non-current, Non-interest bearing debt 13 0 0 0 0 0

Invested Capital (Net operating assets) 2,503 2,551 2,586 2,624 2,663 2,721
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Invested Capital

Equity (estimated) 1,560 1,658 1,810 1,763 1,783 1,821

Interest-bearing debt

Pension liabilities 133

Interest-bearing liabilities (estimated) 816

Interest-bearing assets

Pension plan assets 6

Net-interest-bearing debt (NIBD) 943 893 776 861 881 900

Invested Capital 2,503 2,551 2,586 2,624 2,663 2,721

Free Cash Flow (NOK million) 2013 E2014 E2015 E2016 E2017 Terminal

Equity

Equity

Equity (primo) 1,628 1,560 1,658 1,810 1,763 1,783

Profit/loss for the year 143 125 131 132 136 135

Dividends/Share buy-back -210 -27 21 -180 -116 -97

Equity (ultimo) 1,560 1,658 1,810 1,763 1,783 1,821

CAPEX Calculation

CAPEX

Intangible and tangible assets (primo) 1,552 1,785 1,800 1,819 1,840 1,862

Depreciation -117 -134 -136 -139 -143 -146

Amortization -15 0 0 0 0 0

Intangible and tangible assets (ultimo) 1,785 1,800 1,819 1,840 1,862 1,901

CAPEX 365 149 156 160 164 186

Free Cash Flow Calculation

NOPAT 168 149 152 156 159 163

Depreciation 117 134 136 139 143 146

Amortization 15 0 0 0 0 0

Change in Net working capital -83 -20 -16 -17 -18 -17

Change in Non-current, Non-interest-bearing debt 0 -13 0 0 0 0

CAPEX -365 -149 -156 -160 -164 -186

FCFF -148 101 117 118 120 106

Change in NIBD 383 -50 -117 85 20 19

Net financial expenses -32 -32 -28 -31 -31 -36

Tax Shield 7 8 7 7 8 9

FCFE 210 27 -21 180 116 97

Dividends / Share buy-back -210 -27 21 -180 -116 -97

Cash surplus 0 0 0 0 0 0
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A.29. Volume Growth in the Baked Goods Industry used in Forecasting 

 

 

Source: Authors’ own compilation based on data from (Passport, 2014i). 

 

 

A.30. Inflation Rates used in Forecasting 

 

 

Inflation Rates by Country 

 

 

Source: Authors’ own compilation based on data from (IMF, 2013). 

 

  

Baked Goods - Volume Growth

Geography 2009 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018 Average

Norway 3.46% 1.67% 3.33% -0.08% -0.34% 0.04% 0.23% 0.57% 0.53% 0.45%

Sweden -1.95% 1.18% -1.29% -0.91% -0.69% -0.44% -0.25% -0.15% -0.04% 0.00%

Denmark -0.87% 0.87% 0.37% -1.23% -0.64% -0.03% 0.20% 0.24% 0.30% 0.30%

Finland -2.25% -4.57% -1.99% 0.14% 0.51% 1.33% 1.42% 0.87% 0.69% 0.59%

Eastern Europe -1.22% 0.00% -0.42% -0.72% -0.20% 0.19% 0.34% 0.32% 0.33% 0.22%

Western Europe 0.88% -0.81% -0.58% -0.40% -0.20% -0.25% -0.31% -0.28% -0.19% -0.12%
Average -2.35% -1.72% -0.20% -0.59% -0.50% 0.19% 0.29% 0.32% 0.32% 0.31% -0.39%

2008 2009 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018

Norway 3.77% 2.17% 2.40% 1.30% 0.71% 1.80% 1.80% 2.00% 2.00% 2.30% 2.50%

Sweden 3.44% -0.49% 1.16% 2.96% 0.89% 0.21% 1.63% 2.40% 2.40% 2.10% 2.00%

Denmark 3.40% 1.33% 2.30% 2.76% 2.41% 0.80% 1.90% 1.80% 2.00% 2.00% 2.00%

Finland 3.91% 1.64% 1.69% 3.32% 3.16% 2.42% 2.43% 2.20% 2.00% 2.00% 2.00%

Nordics 3.63% 1.16% 1.89% 2.59% 1.79% 1.31% 1.94% 2.10% 2.10% 2.10% 2.13%

Estonia 10.37% -0.09% 2.89% 5.12% 4.20% 3.50% 2.80% 2.50% 2.50% 2.50% 2.50%

Latvia 15.25% 3.26% -1.22% 4.22% 2.29% 0.69% 2.10% 2.30% 2.30% 2.30% 2.30%

Lithuania 11.09% 4.16% 1.19% 4.12% 3.17% 1.30% 2.09% 2.31% 2.35% 2.36% 2.36%

Baltics 12.24% 2.45% 0.95% 4.49% 3.22% 1.83% 2.33% 2.37% 2.38% 2.39% 2.39%

Poland 4.42% 3.50% 2.60% 4.30% 3.74% 1.44% 1.95% 2.13% 2.38% 2.50% 2.50%

Czech Republic 6.34% 1.03% 1.46% 1.93% 3.29% 1.82% 1.83% 2.00% 2.00% 2.00% 2.00%

Austria 3.22% 0.40% 1.69% 3.55% 2.58% 2.18% 1.80% 1.80% 1.80% 1.80% 1.80%

Russia 14.11% 11.65% 6.85% 8.44% 5.07% 6.73% 5.71% 5.36% 5.45% 5.50% 5.50%

Central- and Eastern Europe 7.02% 4.15% 3.15% 4.56% 3.67% 3.04% 2.82% 1.98% 2.06% 2.10% 2.10%

India 9.10% 12.37% 10.45% 8.39% 10.44% 10.88% 8.88% 7.52% 7.02% 6.78% 6.71%

China 5.90% -0.68% 3.33% 5.42% 2.65% 2.74% 2.97% 3.00% 3.00% 3.00% 3.00%

Asia 7.50% 5.84% 6.89% 6.90% 6.54% 6.81% 5.92% 5.26% 5.01% 4.89% 4.86%

Canada 2.39% 0.30% 1.77% 2.91% 1.52% 1.15% 1.64% 1.95% 2.03% 2.02% 2.02%

United States 3.82% -0.32% 1.64% 3.14% 2.08% 1.39% 1.51% 1.78% 1.95% 2.14% 2.22%

North America 3.10% -0.01% 1.70% 3.02% 1.80% 1.27% 1.58% 1.86% 1.99% 2.08% 2.12%

Brazil 5.68% 4.89% 5.04% 6.64% 5.40% 6.35% 5.77% 5.31% 4.70% 4.50% 4.50%

Argentina 8.59% 6.27% 10.46% 9.78% 10.04% 10.52% 11.38% 10.84% 10.84% 10.84% 10.84%

Mexico 5.13% 5.30% 4.15% 3.41% 4.11% 3.60% 2.96% 3.05% 2.98% 3.02% 3.01%

South America 6.46% 5.48% 6.55% 6.61% 6.52% 6.82% 6.70% 6.40% 6.17% 6.12% 6.12%
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Weighted Inflation Rates by Geographical Revenue Distribution 

 

 

 

  

Orkla Foods 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018

Revenue weighted by country 100% 100% 100% 100%

Norway 45% 45% 40% 43% 0.77% 0.86% 0.86% 0.99% 1.07%

Sweden 36% 37% 40% 37% 0.60% 0.89% 0.89% 0.78% 0.74%

Denmark 6% 6% 6% 8% 0.14% 0.14% 0.15% 0.15% 0.15%

Finland 8% 7% 8% 7% 0.17% 0.16% 0.14% 0.14% 0.14%

Europe (Baltics average) 5% 5% 5% 5% 0.12% 0.12% 0.12% 0.12% 0.12%

Asia (India) 0% 0% 0% 0% 0.01% 0.01% 0.01% 0.01% 0.01%

North America (average) 0% 0% 0% 0% 0.00% 0.00% 0.00% 0.00% 0.00%

Weighted Average Inflation Rate 1.82% 2.17% 2.17% 2.19% 2.24%

Orkla Confectionary & Snacks 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018

Revenue weighted by country 100% 100% 100% 100%

Norway 42% 41% 41% 39% 0.70% 0.77% 0.77% 0.89% 0.97%

Sweden 22% 22% 22% 23% 0.37% 0.54% 0.54% 0.48% 0.45%

Denmark 10% 10% 10% 10% 0.18% 0.17% 0.19% 0.19% 0.19%

Finland 17% 16% 16% 16% 0.38% 0.35% 0.32% 0.32% 0.32%

Europe (Baltics average) 9% 10% 11% 12% 0.29% 0.29% 0.30% 0.30% 0.30%

Asia (India) 0% 0% 0% 0% 0.01% 0.01% 0.01% 0.01% 0.01%

North America (average) 1% 1% 1% 1% 0.01% 0.01% 0.01% 0.01% 0.01%

Weighted Average Inflation Rate 1.95% 2.16% 2.15% 2.20% 2.25%

Orkla Home & Personal 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018

Revenue weighted by country 100% 100% 100% 100%

Norway 71% 72% 71% 66% 1.19% 1.32% 1.32% 1.52% 1.65%

Sweden 8% 8% 8% 9% 0.15% 0.22% 0.22% 0.19% 0.18%

Denmark 6% 6% 7% 8% 0.14% 0.14% 0.15% 0.15% 0.15%

Finland 5% 5% 4% 5% 0.11% 0.10% 0.09% 0.09% 0.09%

Europe (Baltics average) 8% 7% 7% 9% 0.21% 0.21% 0.21% 0.21% 0.21%

Asia (India) 1% 1% 1% 2% 0.20% 0.17% 0.15% 0.15% 0.15%

North America (average) 1% 1% 1% 1% 0.02% 0.03% 0.03% 0.03% 0.03%

Weighted Average Inflation Rate 2.02% 2.18% 2.18% 2.35% 2.47%

Orkla International 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018

Revenue weighted by country 100% 100% 100% 100%

Norway 0% 0% 0% 0% 0.00% 0.00% 0.00% 0.00% 0.00%

Sweden 0% 0% 0% 0% 0.00% 0.00% 0.00% 0.00% 0.00%

Denmark 0% 0% 0% 0% 0.00% 0.00% 0.00% 0.00% 0.00%

Finland 0% 0% 0% 0% 0.00% 0.00% 0.00% 0.00% 0.00%

Europe (Central- and Eastern Average) 79% 77% 75% 78% 2.20% 1.54% 1.61% 1.64% 1.64%

Asia (India) 20% 22% 24% 21% 1.85% 1.57% 1.46% 1.41% 1.40%

North America (average) 1% 1% 1% 1% 0.01% 0.02% 0.02% 0.02% 0.02%

Weighted Average Inflation Rate 4.07% 3.13% 3.09% 3.08% 3.06%

Orkla Food Ingredients 2010 2011 2012 2013 E2014 E2015 E2016 E2017 E2018

Revenue weighted by country 100% 100% 100% 100%

Norway 12% 13% 15% 15% 0.26% 0.29% 0.29% 0.34% 0.37%

Sweden 22% 21% 21% 20% 0.30% 0.42% 0.42% 0.37% 0.35%

Denmark 29% 28% 23% 21% 0.38% 0.34% 0.38% 0.38% 0.38%

Finland 3% 3% 3% 3% 0.08% 0.08% 0.07% 0.07% 0.07%

Rest of Western Europe 15% 17% 18% 17% 0.35% 0.40% 0.40% 0.40% 0.41%

Central- and Eastern Europe 17% 17% 19% 23% 0.68% 0.50% 0.52% 0.53% 0.53%

Rest of the World 1% 1% 1% 1% 0.05% 0.04% 0.04% 0.04% 0.04%

Weighted Average Inflation Rate 2.11% 2.08% 2.13% 2.13% 2.15%
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A.31. Historical Share Prices 

 

 
Source: Data from (MSCI, 2014; Yahoo! Finance, 2014c; 2014d). 

Date (end-of-month) Orkla ASA OSEBX MSCI World MSCI Europe

Feb-14 47.40 555.72 123.87 115.10

Jan-14 48.75 2.93% 535.73 -2.45% 121.04 -1.70% 110.08 -1.87%

Dec-13 47.32 -0.76% 548.86 1.11% 123.09 0.78% 112.13 0.93%

Nov-13 47.68 -1.20% 542.79 1.93% 122.13 1.42% 111.08 0.84%

Oct-13 48.25 9.22% 532.33 5.74% 120.39 3.28% 110.15 3.63%

Sep-13 43.80 -0.82% 501.76 0.99% 116.45 2.06% 106.16 4.14%

Aug-13 44.16 -3.33% 496.78 0.29% 114.05 -1.67% 101.76 -0.85%

Jul-13 45.63 -9.05% 495.36 5.36% 115.96 2.88% 102.62 4.80%

Jun-13 49.76 0.22% 468.79 -4.89% 112.62 -2.98% 97.69 -5.60%

May-13 49.65 -4.53% 491.71 2.36% 115.98 1.42% 103.16 1.25%

Apr-13 51.90 10.02% 480.13 1.86% 114.33 0.22% 101.87 0.94%

Mar-13 46.70 -0.62% 471.21 -0.39% 114.07 3.79% 100.92 1.26%

Feb-13 46.99 -2.58% 473.07 1.54% 109.75 3.67% 99.64 0.74%

Jan-13 48.20 -0.62% 465.79 4.66% 105.73 1.95% 98.91 2.62%

Dec-12 48.50 4.95% 444.09 0.45% 103.67 0.37% 96.31 1.33%

Nov-12 46.10 2.17% 442.08 -0.02% 103.28 0.70% 95.03 1.99%

Oct-12 45.10 3.53% 442.18 -0.85% 102.56 -1.50% 93.14 0.61%

Sep-12 43.51 1.59% 445.92 2.40% 104.10 0.45% 92.57 0.72%

Aug-12 42.82 -0.75% 435.22 2.74% 103.63 -0.06% 91.90 1.69%

Jul-12 43.14 0.19% 423.31 3.83% 103.69 4.11% 90.35 3.95%

Jun-12 43.06 3.97% 407.09 5.58% 99.43 2.19% 86.79 4.66%

May-12 41.35 -1.67% 384.36 -9.59% 97.26 -2.65% 82.74 -7.41%

Apr-12 42.04 -7.04% 421.21 0.19% 99.83 -0.77% 88.87 -2.40%

Mar-12 45.00 -3.29% 420.40 -2.25% 100.60 1.46% 91.00 -0.45%

Feb-12 46.48 -2.30% 429.85 7.56% 99.14 2.36% 91.41 3.63%

Jan-12 47.55 6.10% 397.36 3.12% 96.80 3.90% 88.08 3.56%

Dec-11 44.65 1.55% 384.95 1.07% 93.02 3.40% 84.95 2.00%

Nov-11 43.96 -10.33% 380.85 -0.88% 89.86 0.82% 83.25 -1.44%

Oct-11 48.50 7.11% 384.22 9.35% 89.12 5.71% 84.45 7.21%

Sep-11 45.05 1.66% 348.28 -6.27% 84.03 -2.23% 78.36 -4.84%

Aug-11 44.30 -14.45% 370.10 -12.85% 85.90 -8.04% 82.15 -11.65%

Jul-11 50.70 -1.18% 417.65 -0.88% 92.81 -1.02% 91.72 -2.68%

Jun-11 51.30 1.85% 421.33 -4.65% 93.76 -2.63% 94.18 -3.04%

May-11 50.35 -5.56% 440.91 -1.55% 96.22 0.67% 97.04 -1.09%

Apr-11 53.15 -0.85% 447.74 0.52% 95.58 -0.50% 98.10 2.68%

Mar-11 53.60 4.48% 445.41 0.38% 96.06 -4.03% 95.47 -3.88%

Feb-11 51.20 -1.56% 443.72 3.04% 99.93 2.50% 99.17 2.28%

Jan-11 52.00 -9.04% 430.24 -2.20% 97.43 -0.01% 96.92 1.59%

Dec-10 56.70 8.11% 439.72 9.93% 97.43 3.91% 95.38 4.87%

Nov-10 52.10 -8.83% 396.07 -2.16% 93.63 4.09% 90.73 -1.59%

Oct-10 56.70 4.41% 404.62 5.73% 89.79 1.78% 92.17 2.34%

Sep-10 54.20 2.68% 381.43 7.54% 88.20 1.56% 90.02 3.14%

Aug-10 52.75 4.45% 352.66 -1.63% 86.83 -1.54% 87.19 -1.51%

Jul-10 50.40 16.79% 358.41 8.45% 88.16 1.54% 88.51 4.64%

Jun-10 41.94 -7.01% 328.12 -4.91% 86.81 -3.51% 84.40 -0.77%

May-10 44.88 -10.96% 344.23 -11.27% 89.86 -2.43% 85.04 -6.01%

Apr-10 49.80 -5.52% 383.02 1.65% 92.05 1.57% 90.16 -1.41%

Mar-10 52.55 11.89% 376.69 6.98% 90.60 6.40% 91.43 6.62%

Feb-10 46.30 -16.20% 350.41 -3.51% 84.80 3.01% 85.37 -0.38%

Jan-10 53.80 -7.16% 362.72 -3.44% 82.25 -1.11% 85.70 -3.01%

Dec-09 57.65 9.45% 375.20 6.95% 83.16 6.03% 88.28 5.78%

Nov-09 52.20 -2.30% 349.14 3.23% 78.15 2.04% 83.17 0.84%

Oct-09 53.40 -1.12% 337.85 4.50% 76.56 -2.84% 82.48 -2.19%

Sep-09 54.00 10.74% 322.63 6.96% 78.73 1.88% 84.28 2.58%

Aug-09 48.20 -0.71% 300.18 0.87% 77.25 2.59% 82.11 4.54%

Jul-09 48.54 3.79% 297.56 5.11% 75.25 6.73% 78.38 8.43%

Jun-09 46.70 -10.28% 282.34 -3.64% 70.18 0.29% 71.77 -1.33%

May-09 51.50 7.28% 292.61 13.67% 69.98 1.66% 72.72 3.87%

Apr-09 47.75 3.25% 252.62 10.40% 68.82 10.01% 69.91 11.80%

Mar-09 46.20 8.66% 226.34 5.17% 61.93 2.52% 61.66 1.98%

Feb-09 42.20 -9.60% 214.63 -5.22% 60.37 -10.72% 60.44 -10.70%

Jan-09 46.25 1.73% 225.83 0.15% 66.84 -1.14% 66.91 -3.77%

Dec-08 45.45 11.66% 225.48 2.49% 67.60 -6.30% 69.43 -4.15%

Nov-08 40.15 -10.83% 219.87 -11.33% 71.86 -7.28% 72.31 -7.86%

Oct-08 44.50 -18.88% 244.79 -30.06% 77.09 -11.51% 78.00 -14.73%

Sep-08 52.90 -31.38% 318.37 -33.04% 85.96 -8.51% 89.49 -12.50%

Aug-08 69.50 5.47% 423.56 -0.11% 93.28 4.11% 100.67 1.50%

Jul-08 65.70 0.46% 424.04 -9.29% 89.45 -1.60% 99.16 -2.06%

Jun-08 65.40 -12.54% 463.44 -7.29% 90.87 -10.32% 101.20 -11.24%

May-08 73.60 8.15% 497.24 6.84% 100.25 1.28% 112.57 -0.30%

Apr-08 67.60 4.59% 463.21 11.06% 98.97 6.41% 112.91 5.42%

Mar-08 64.50 -1.71% 411.98 -3.67% 92.63 -5.70% 106.79 -4.34%

Feb-08 65.60 -6.55% 427.10 7.78% 97.91 -3.29% 111.42 -1.08%

Jan-08 69.90 -50.57% 393.87 -24.61% 101.13 -9.73% 112.62 -13.15%

Dec-07 105.25 490.80 110.97 127.43



Appendices   

                                                                   Page 209 of 251 

 

 
 
Source: Data from (Yahoo! Finance, 2014e; 2014f; 2014g; 2014h). 

   

Date (end-of-month) Unilever P&G Nestlé Kellogg's

Feb-14 41.03 78.66 64.27 60.23

Jan-14 38.24 -6.72% 76.62 -5.46% 63.54 0.54% 57.54 -5.34%

Dec-13 40.81 1.72% 80.8 -3.45% 63.20 -1.46% 60.61 0.71%

Nov-13 40.11 0.67% 83.59 4.13% 64.12 0.90% 60.18 -3.52%

Oct-13 39.84 4.94% 80.14 7.11% 63.54 3.81% 62.30 7.14%

Sep-13 37.87 1.06% 74.44 -3.05% 61.12 3.26% 57.85 -3.37%

Aug-13 37.47 -5.52% 76.71 -3.09% 59.13 -3.03% 59.80 -8.29%

Jul-13 39.54 0.46% 79.08 4.83% 60.92 -5.09% 64.76 3.04%

Jun-13 39.36 -3.86% 75.26 0.31% 64.02 0.00% 62.79 3.39%

May-13 40.88 -2.27% 75.03 -0.01% 64.02 -0.31% 60.66 -4.09%

Apr-13 41.81 2.49% 75.04 0.36% 64.22 -3.16% 63.14 0.93%

Mar-13 40.77 5.67% 74.77 1.14% 66.25 4.38% 62.55 6.09%

Feb-13 38.46 -1.30% 73.92 1.34% 63.35 2.30% 58.74 4.02%

Jan-13 38.96 4.85% 72.93 10.39% 61.89 6.50% 56.38 4.52%

Dec-12 37.07 0.94% 65.35 -2.85% 57.87 -1.76% 53.83 0.71%

Nov-12 36.72 3.57% 67.21 0.83% 58.89 2.72% 53.45 6.40%

Oct-12 35.41 2.09% 66.65 0.65% 57.29 -0.42% 50.03 1.26%

Sep-12 34.67 1.73% 66.22 3.13% 57.53 -0.17% 49.40 1.96%

Aug-12 34.07 1.03% 64.15 3.94% 57.63 -0.85% 48.43 6.63%

Jul-12 33.72 5.81% 61.62 5.92% 58.12 5.83% 45.22 -3.41%

Jun-12 31.76 6.36% 57.97 -1.71% 54.73 2.76% 46.76 1.11%

May-12 29.74 -7.67% 58.96 -2.15% 53.22 -0.47% 46.24 -2.79%

Apr-12 32.02 3.72% 60.23 -4.73% 53.47 -2.71% 47.53 -6.06%

Mar-12 30.83 1.75% 63.08 -0.60% 54.92 2.11% 50.41 2.40%

Feb-12 30.29 1.16% 63.46 6.76% 53.76 5.13% 49.20 6.16%

Jan-12 29.94 -3.51% 59.17 -4.97% 51.00 -1.88% 46.17 -2.12%

Dec-11 30.99 -0.32% 62.11 3.20% 51.96 4.83% 47.15 2.80%

Nov-11 31.09 0.87% 60.12 0.90% 49.45 0.20% 45.83 -9.30%

Oct-11 30.82 7.30% 59.58 2.06% 49.35 1.76% 50.09 1.88%

Sep-11 28.57 -8.16% 58.35 -0.79% 48.48 0.70% 49.15 -2.12%

Aug-11 30.9 5.92% 58.81 3.43% 48.14 -1.41% 50.19 -1.87%

Jul-11 29.07 -1.03% 56.79 -2.55% 48.82 -3.56% 51.13 0.82%

Jun-11 29.37 -0.61% 58.24 -5.39% 50.56 -5.08% 50.71 -3.02%

May-11 29.55 1.05% 61.38 3.14% 53.13 1.92% 52.24 0.23%

Apr-11 29.24 5.98% 59.45 5.85% 52.11 1.86% 52.12 5.74%

Mar-11 27.49 3.02% 55.97 -2.34% 51.14 0.47% 49.13 0.77%

Feb-11 26.66 3.26% 57.28 -0.14% 50.90 2.10% 48.75 6.81%

Jan-11 25.79 -6.44% 57.36 -1.15% 49.83 -5.06% 45.43 -1.56%

Dec-10 27.45 9.44% 58.02 5.07% 52.35 -0.84% 46.14 3.62%

Nov-10 24.86 -2.82% 55.08 -4.08% 52.79 1.10% 44.47 -1.24%

Oct-10 25.56 -0.27% 57.33 6.38% 52.21 2.41% 45.02 -0.51%

Sep-10 25.63 8.74% 53.67 0.50% 50.95 0.39% 45.25 1.66%

Aug-10 23.39 -6.71% 53.4 -2.51% 50.75 1.62% 44.50 0.04%

Jul-10 24.96 6.61% 54.74 2.70% 49.93 -1.26% 44.48 -0.49%

Jun-10 23.31 -1.16% 53.26 -1.86% 50.56 -0.67% 44.70 -6.22%

May-10 23.58 -10.22% 54.25 -1.75% 50.90 0.00% 47.48 -2.11%

Apr-10 25.99 2.73% 55.2 -1.01% 50.90 -2.57% 48.48 2.76%

Mar-10 25.28 -0.55% 55.76 -0.02% 52.21 1.67% 47.14 2.40%

Feb-10 25.42 -2.71% 55.77 2.74% 51.34 5.20% 46.01 -3.61%

Jan-10 26.11 -4.52% 54.24 2.19% 48.67 0.29% 47.67 2.24%

Dec-09 27.29 7.44% 53.05 -2.83% 48.53 4.70% 46.60 1.16%

Nov-09 25.26 0.28% 54.55 6.97% 46.25 -0.39% 46.06 2.67%

Oct-09 25.19 3.85% 50.75 0.91% 46.43 8.21% 44.83 4.48%

Sep-09 24.22 4.50% 50.29 6.56% 42.62 0.07% 42.82 4.34%

Aug-09 23.13 3.80% 46.99 -2.58% 42.59 0.45% 40.96 -0.07%

Jul-09 22.25 10.79% 48.2 8.67% 42.40 6.65% 40.99 1.98%

Jun-09 19.85 -0.40% 44.02 -1.64% 39.58 4.72% 40.18 7.12%

May-09 19.93 19.67% 44.74 4.81% 37.71 4.53% 37.32 3.40%

Apr-09 16.01 2.75% 42.59 5.56% 36.00 -3.17% 36.05 13.01%

Mar-09 15.57 -1.86% 40.22 -2.29% 37.14 0.83% 31.36 -6.25%

Feb-09 15.86 -13.68% 41.14 -13.15% 36.83 -4.81% 33.32 -11.25%

Jan-09 18.03 -5.05% 46.55 -12.63% 38.60 -4.90% 37.07 -0.38%

Dec-08 18.94 0.53% 52.43 -4.10% 40.49 -4.25% 37.21 1.75%

Nov-08 18.84 2.87% 54.58 -0.29% 42.21 -0.38% 36.56 -16.11%

Oct-08 18.3 -20.66% 54.74 -7.29% 42.37 -10.01% 42.45 -11.26%

Sep-08 22.08 1.45% 58.73 -0.12% 46.61 -1.16% 47.23 2.96%

Aug-08 21.76 -2.11% 58.8 6.16% 47.15 45.83 3.14%

Jul-08 22.22 -3.74% 55.18 7.70% 44.39 9.48%

Jun-08 23.05 -16.36% 50.93 -8.62% 40.18 -7.89%

May-08 26.82 0.45% 55.32 -1.50% 43.35 1.85%

Apr-08 26.7 -0.41% 56.15 -3.92% 42.55 -2.73%

Mar-08 26.81 6.64% 58.35 5.55% 43.71 3.50%

Feb-08 25.03 -4.19% 55.11 1.14% 42.18 6.33%

Jan-08 26.08 -14.07% 54.48 -11.66% 39.51 -9.69%

Dec-07 29.75 60.83 43.34
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A.32. Beta  

The following section presents the different approaches used in deriving the most representative beta for 

Orkla BCG in relation to the cost of capital calculation. The calculations and scatter-plots are based on the 

stock price data from Appendix A.31. 

Regression Beta 

 

 
 

 
 

 
 

 
 

 
 

 

Orkla ASA - Raw Beta

ORK OSEBX

Variance of Returns 0.0097 0.0067

Standard Deviation of Returns 0.0986 0.0818

Correlation of Returns (ORK, OSEBX) 0.7657

Raw Beta 0.9233

ORK MSCI W

Variance of Returns 0.0097 0.0018

Standard Deviation of Returns 0.0986 0.0429

Correlation of Returns (ORK, MSCI W) 0.5622

Raw Beta 1.2931

ORK MSCI E

Variance of Returns 0.0097 0.0026

Standard Deviation of Returns 0.0986 0.0511

Correlation of Returns (ORK, MSCI E) 0.6633

Raw Beta 1.2788

Avg. Raw Beta 1.1651

Orkla ASA / MSCI World - Raw Beta
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Beta from Comparable Firms 

 

 

 

 

 

Industry Beta (Damodaran) 

 

 

Source: Damodaran (2014). 

  

Levered Unlevered Re-levered

Unilever 0.7782 0.6157 0.7697

P&G 0.5291 0.4191 0.5239

Nestlé 0.4005 0.3835 0.4793

Kellogg's 0.5850 0.3815 0.4769

Average 0.57 0.45 0.56

# Companies Levered Unlevered Re-levered

Food Processing (Europe) 152 0.9700 0.8200 1.0250

Diversified 54 1.19 0.86 1.075



Appendices 

Page 212 of 251 

 

A.33. Market Risk Premium 

The following section presents the data used and the calculation of the market risk premium. Individual 

market risk premiums are gathered from Damodaran (2014) and weighted with the geographical revenue 

distribution of Orkla BCG. 

 

Market Risk Premium by Country 

 

 

Source: Authors’ own compilation based on data from (Damodaran, 2014). 

 

Market Risk Premium by Geographical Revenue Distribution 

 

 

Source: Authors’ own compilation. 

 

Norway 5%

Sweden 5%

Denmark 5%

Finland 5%

Nordics 5%

Estonia 6.05%

Latvia 7.85%

Lithuania 7.40%

Poland 6.28%

Central- and Eastern Europe 6.90%

Asia (India) 8.30%

North America (US, Canada) 5%

Revenue Split (%) Premium

Norway 10,019 36%

Sweden 6,267 23%

Denmark 2,805 10%

Finland and Iceland 1,870 7%

Nordics 20,961 76% 3.8%

Rest of Western Europe 1,901 7% 0.4%

Central and Eastern Europe 3,959 14% 1.0%

Asia 677 2% 0.2%

North America 152 1% 0.0%

Total 27,650 100% 5.39%
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A.34. Cost of Debt 

 

Source: Authors’ own compilation based on data from (Oslo Stock Exchange, 2014a). 

 

 

A.35. Capital Structure  

The graph presents the historical capital structure of Orkla ASA, it is evidential that the firm over the last 

four years has been relatively low leveraged. The calculation of NIBD/EV is based on market values and in 

2013 the ratio represented 18% or 2.6x NIBD/EBITDA.  

 

 

Capital Structure of Orkla 

 
Source: Authors’ own compilation based on (Orkla ASA, Annual Reports ’08 – ’13).  

Public Bond ORK80

Currency NOK

Face Value 100

Fair Value 101.8

Type Fixed

Coupon 4.35%

Settlement Date 3/20/2014

Maturity Date 1/22/2024

Years to Maturity 10

Payment Frequency 1

YTM 4.13%
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A.36. Weighted Average Cost of Capital  

 

 
Source: Authors’ own compilation. 

 

 

  

Weighted Average Cost of Capital

Tax

Marginal Tax Rate 25.70%

Capital Structure (target)

D/EV 20%

E/EV 80%

Debt Cost of Capital

Debt CoC 4.13%

Equity Cost of Capital

Risk-free rate 3.05%

Adjusted Beta 1.0167

Market Risk Premium 5.39%

Equity CoC 8.53%
= rf + Beta (Rm - rf)

Weighted Average Cost of Capital

WACC 7.43%
= E/EV * E CoC + D/EV * D CoC * (1 - T)

WACC Distribution

Source of   

Capital

Debt 0.61%

Equity 6.82%

WACC 7.43%

Contribution to   

Weighted Average

20% 3.07%25.7%

8.53%

Proportion of                

Total Capital

Cost of Capital Marginal Tax Rate

80%

100%

4.13%

8.53%

After-tax                      

Cost of Capital
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A.37. Orkla BCG – Valuation  

 

Orkla Foods 

 

 

 
 

 

 

 
  

DCF 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

FCFF 686 1,060 1,110 1,138 1,031

WACC 7.43 % 7.43 % 7.43 % 7.43 % 7.43 %

Discount Factor 0.93 0.87 0.81 0.75

PV FCFF 639 919 895 854

PV of FCFF (Forecast Period) 3,307 WACC 7.43 %

PV of FCFF (Terminal Period) 14,900 TV growth 2.24 %

Estimated Enterprise Value 18,207

EVA 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

NOPAT 1,070 1,132 1,201 1,231 1,259

Invested Capital (beginning of period) 9,523 9,906 9,978 10,069 10,162

WACC 7.43 % 7.43 % 7.43 % 7.43 % 7.43 %

CoC 708 736 742 749 755

EVA 362 395 459 483 503

Discount Factor 0.9308 0.8664 0.8064 0.7506

PV of EVA 337 342 371 362

Invested Capital (beginning of period) 9,523 WACC 7.43 %

PV of EVA (Forecast Period) 1,412 TV growth 2.24 %

PV of EVA (Terminal Period) 7,272

Estimated Enterprise Value 18,207
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Orkla Confectionary & Snacks 

 

 

 
 

 

 

 
 

  

DCF 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

FCFF 164 526 572 590 531

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

Discount Factor 0.93 0.87 0.81 0.75

PV FCFF 152 456 461 443

PV of FCFF (Forecast Period) 1,512 WACC 7.43 %

PV of FCFF (Terminal Period) 7,687 TV growth 2.25 %

Estimated Enterprise Value 9,199

EVA 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

NOPAT 540 573 629 649 663

Invested Capital (primo) 5,320 5,696 5,743 5,799 5,858

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

CoC 395 423 427 431 436

EVA 144 149 202 218 227

Discount Factor 0.9308 0.8664 0.8064 0.7506

PV of EVA 134 129 163 163

Invested Capital (primo) 5,320 WACC 7.43 %

PV of EVA (Forecast Period) 590 TV growth 2.25 %

PV of EVA (Terminal Period) 3,290

Estimated Enterprise Value 9,199
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Orkla Home & Personal 

 

 

 
 

 

 

 
 

  

DCF 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

FCFF 511 608 625 647 623

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

Discount Factor 0.93 0.87 0.81 0.75

PV FCFF 476 527 504 486

PV of FCFF (Forecast Period) 1,993 WACC 7.43 %

PV of FCFF (Terminal Period) 9,416 TV growth 2.47 %

Estimated Enterprise Value 11,409

EVA 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

NOPAT 623 642 666 692 709

Invested Capital (primo) 3,255 3,366 3,401 3,442 3,486

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

CoC 242 250 253 256 259

EVA 381 392 413 436 450

Discount Factor 0.9308 0.8664 0.8064 0.7506

PV of EVA 354 340 333 327

Invested Capital (primo) 3,255 WACC 7.43 %

PV of EVA (Forecast Period) 1,355 TV growth 2.47 %

PV of EVA (Terminal Period) 6,800

Estimated Enterprise Value 11,409
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Orkla International 

 

 

 
 

 

 

 
 

  

DCF 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

FCFF -163 781 23 19 50

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

Discount Factor 0.93 0.87 0.81 0.75

PV FCFF -152 677 19 14

PV of FCFF (Forecast Period) 558 WACC 7.43 %

PV of FCFF (Terminal Period) 856 TV growth 3.06 %

Estimated Enterprise Value 1,414

EVA 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

NOPAT -179 89 95 103 106

Invested Capital (primo) 2,379 2,363 1,670 1,742 1,826

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

CoC 177 176 124 130 136

EVA -356 -87 -29 -27 -30

Discount Factor 0.9308 0.8664 0.8064 0.7506

PV of EVA -331 -75 -23 -20

Invested Capital (primo) 2,379 WACC 7.43 %

PV of EVA (Forecast Period) -450 TV growth 3.06 %

PV of EVA (Terminal Period) -515

Estimated Enterprise Value 1,414
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Orkla Food Ingredients 

 

 

 
 

 

 

 
 

  

DCF 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

FCFF 101 117 118 120 106

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

Discount Factor 0.93 0.87 0.81 0.75

PV FCFF 94 101 95 90

PV of FCFF (Forecast Period) 381 WACC 7.43 %

PV of FCFF (Terminal Period) 1,498 TV growth 2.15 %

Estimated Enterprise Value 1,879

EVA 2013 E2014 E2015 E2016 E2017 Terminal

(NOK million) 1 2 3 4

NOPAT 149 152 156 159 163

Invested Capital (primo) 2,503 2,551 2,586 2,624 2,663

WACC 7.4 % 7.4 % 7.4 % 7.4 % 7.4 %

CoC 186 190 192 195 198

EVA -37 -37 -37 -36 -35

Discount Factor 0.9308 0.8664 0.8064 0.7506

PV of EVA -34 -32 -29 -27

Invested Capital (primo) 2,503 WACC 7.43 %

PV of EVA (Forecast Period) -123 TV growth 2.15 %

PV of EVA (Terminal Period) -501

Estimated Enterprise Value 1,879
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A.38. Sales Split by Sub-Category and Country (by Product Category) 

 

Home Care – Absolute numbers and percentage terms 

 

Source: Authors’ own compilation based on data from (Passport, 2013e; 2013f; 2013g; 2013h).  

Home Care 2013

  Sales by Product Category (EUR m)

Norway Sweden Denmark Finland
Nordic   

Total

Laundry Care 135.2 174.4 119.6 101.9 531.1

Surface Care 72.0 57.0 45.8 41.5 216.3

Dishwashing 67.9 80.0 54.2 45.8 247.9

Toilet Care 15.3 20.5 20.5 9.6 65.9

Polishes 13.9 7.7 6.3 8.5 36.4

Air Care 7.6 14.6 3.7 5.6 31.5

Home Insecticides 7.5 9.4 9.9 7.9 34.7

Bleach 5.4 4.0 2.5 2.8 14.7

Total 324.8 367.6 262.5 223.6 1,178.5

Home Care 2013

  Sales by Product Category (%)

Norway Sweden Denmark Finland
Nordic   

Weighted

Laundry Care 41.63% 47.44% 45.56% 45.57% 45.07%

Surface Care 22.17% 15.51% 17.45% 18.56% 18.35%

Dishwashing 20.91% 21.76% 20.65% 20.48% 21.04%

Toilet Care 4.71% 5.58% 7.81% 4.29% 5.59%

Polishes 4.28% 2.09% 2.40% 3.80% 3.09%

Air Care 2.34% 3.97% 1.41% 2.50% 2.67%

Home Insecticides 2.31% 2.56% 3.77% 3.53% 2.94%

Bleach 1.66% 1.09% 0.95% 1.25% 1.25%

Total 100.00% 100.00% 100.00% 100.00% 100.00%
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Beauty & Personal Care – Absolute numbers and percentage terms 

 

Source: Authors’ own compilation based on data from (Passport, 2013a; 2013b; 2013c; 2013d). 

  

Beauty & Personal Care 2013

  Sales by Product Category (EUR m)

Norway Sweden Denmark Finland
Nordic   

Total

Hair Care 368.4 382.6 357.6 281.5 1,390.1

Skin Care 367.6 465.7 192.2 211.9 1,237.4

Colour Cosmetics 269.0 465.2 156.8 165.2 1,056.2

Oral Care 152.5 183.8 98.9 80.2 515.4

Bath and Shower 140.1 120.9 66.3 63.1 390.4

Fragrances 80.9 161.2 158.6 44.6 445.3

Deodorants 76.5 76.7 65.3 58.0 276.5

Sun Care 52.6 45.4 57.7 25.4 181.1

Sets/Kits 43.2 27.9 17.2 37.4 125.7

Baby and Child-specific Products 35.6 52.8 27.3 16.2 131.9

Depilatories 22.0 22.4 20.5 6.8 71.7

Total 1,608.4 2,004.6 1,218.4 990.3 5,821.7

Beauty & Personal Care 2013

  Sales by Product Category (%)

Norway Sweden Denmark Finland
Nordic   

Weighted

Hair Care 22.90% 19.09% 29.35% 28.43% 23.88%

Skin Care 22.86% 23.23% 15.77% 21.40% 21.25%

Colour Cosmetics 16.72% 23.21% 12.87% 16.68% 18.14%

Oral Care 9.48% 9.17% 8.12% 8.10% 8.85%

Bath and Shower 8.71% 6.03% 5.44% 6.37% 6.71%

Fragrances 5.03% 8.04% 13.02% 4.50% 7.65%

Deodorants 4.76% 3.83% 5.36% 5.86% 4.75%

Sun Care 3.27% 2.26% 4.74% 2.56% 3.11%

Sets/Kits 2.69% 1.39% 1.41% 3.78% 2.16%

Baby and Child-specific Products 2.21% 2.63% 2.24% 1.64% 2.27%

Depilatories 1.37% 1.12% 1.68% 0.69% 1.23%

Total 100.00% 100.00% 100.00% 100.00% 100.00%
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Packaged Food Products – Absolute numbers and percentage terms 

 

Source: Authors’ own compilation based on data from (Passport, 2013i; 2013j; 2013k; 2013l).  

Packaged Food 2013

  Sales by Product Category (EUR m)

Norway Sweden Denmark Finland
Nordic   

Total

Dairy 2,844.0 3,282.0 1,544.4 2,547.9 10,218.3

Bakery 1,698.7 2,318.8 1,314.7 1,575.9 6,908.1

Chilled Processed Food 1,225.2 1,935.7 829.5 1,156.5 5,146.9

Confectionery 1,375.7 1,590.3 887.0 920.2 4,773.2

Frozen Processed Food 825.6 1,156.3 643.0 440.1 3,065.0

Ready Meals 739.4 782.5 248.5 575.2 2,345.6

Ice Cream 445.4 571.8 323.6 498.3 1,839.1

Oils and Fats 400.7 587.2 362.4 485.0 1,835.3

Sauces, Dressings and Condiments 455.8 684.7 314.2 274.9 1,729.6

Sweet and Savoury Snacks 627.8 533.8 220.4 144.3 1,526.3

Canned/Preserved Food 376.8 437.6 283.2 159.1 1,256.7

Dried Processed Food 274.9 398.3 158.2 124.7 956.1

Spreads 195.8 236.5 96.9 62.3 591.5

Pasta 93.1 227.4 69.1 49.8 439.4

Soup 84.4 145.5 65.0 64.8 359.7

Baby Food 84.0 151.8 25.3 67.1 328.2

Meal Replacement 45.6 59.1 14.6 20.6 139.9

Snack Bars 42.0 12.0 40.2 29.2 123.4

Noodles 15.8 24.3 21.4 17.3 78.8

Total 11,850.7 15,135.6 7,461.6 9,213.2 43,661.1

Packaged Food 2013

  Sales by Product Category (%)

Norway Sweden Denmark Finland
Nordic   

Weighted

Dairy 24.00% 21.68% 20.70% 27.65% 23.40%

Bakery 14.33% 15.32% 17.62% 17.10% 15.82%

Chilled Processed Food 10.34% 12.79% 11.12% 12.55% 11.79%

Confectionery 11.61% 10.51% 11.89% 9.99% 10.93%

Frozen Processed Food 6.97% 7.64% 8.62% 4.78% 7.02%

Ready Meals 6.24% 5.17% 3.33% 6.24% 5.37%

Ice Cream 3.76% 3.78% 4.34% 5.41% 4.21%

Oils and Fats 3.38% 3.88% 4.86% 5.26% 4.20%

Sauces, Dressings and Condiments 3.85% 4.52% 4.21% 2.98% 3.96%

Sweet and Savoury Snacks 5.30% 3.53% 2.95% 1.57% 3.50%

Canned/Preserved Food 3.18% 2.89% 3.80% 1.73% 2.88%

Dried Processed Food 2.32% 2.63% 2.12% 1.35% 2.19%

Spreads 1.65% 1.56% 1.30% 0.68% 1.35%

Pasta 0.79% 1.50% 0.93% 0.54% 1.01%

Soup 0.71% 0.96% 0.87% 0.70% 0.82%

Baby Food 0.71% 1.00% 0.34% 0.73% 0.75%

Meal Replacement 0.38% 0.39% 0.20% 0.22% 0.32%

Snack Bars 0.35% 0.08% 0.54% 0.32% 0.28%

Noodles 0.13% 0.16% 0.29% 0.19% 0.18%

Total 100.00% 100.00% 100.00% 100.00% 100.00%
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A.39. Company Sales Split by Country (in Different Product Categories) 

 

Home Care Products in 2013 

 

Source: Authors’ own compilation based on data from (Passport, 2013e; 2013f; 2013g; 2013h). 

Beauty & Personal Care Products in 2013 

 
Source: Authors’ own compilation based on data from (Passport, 2013a; 2013b; 2013c; 2013d). 
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Packaged Food Products in 2013 

 
Source: Authors’ own compilation based on data from (Passport, 2013i; 2013j; 2013k; 2013l). 

 

 

 

A.40. Backwards Integration of Norwegian Retailers 

 

Overview of Norwegian retailers’ ownership engagement in manufacturing companies 

 

Source: Authors’ own compilation based on (Pettersen, 2013, p. 59). 

  

Coop Norge NorgesGruppen REMA 1000 ICA Norge

– Coop Norge Industri AS – Unil AS – Rema Industrier AS – Totenpoteter AS

– Coop Norge Kaffe AS – Joh. Johannson Kaffe AS – Kjeldsberg Kaffebrenneri AS

– AS Margarinfabrikken Norge – Bama Gruppen AS – Bama Gruppen AS

– Gomanbakeren Holding AS – Bakers AS – MaxMat AS

– AS Røra Fabrikker – Lille Asia Catering – Spekeloftet AS

– Smart Club Gourmet AS – Norsk Kylling AS

– Hvebergsmoen Potetbakeri AS – Grans Bryggeri AS

– Staur Foods AS

– Norsk Kjøtt AS

– Hugaas Industrier
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A.41. Economic Parameters 

Real GDP growth by region 

 

Real GDP growth – The Baltic area 

  
Source: Authors’ own compilation based on data from (Passport, 2014a). 

 

Real GDP growth – The Nordic region 

 

Source: Authors’ own compilation based on data from (Passport, 2014a). 
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Real GDP growth - International 

 

Source: Authors’ own compilation based on data from (Passport, 2014a). 

 

Annual Disposable Income per capita 

Annual Disposable Income per capita – The Baltic area 

 

Source: Authors’ own compilation based on data from (Passport, 2014b). 
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Annual Disposable Income per capita – Nordic region 

 

Source: Authors’ own compilation based on data from (Passport, 2014b). 

 

 

Annual Disposable Income per capita – International 

 

Source: Authors’ own compilation based on data from (Passport, 2014b). 
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Annual Food Expenditures per capita 

 

Annual Food Expenditures per capita – The Baltic area 

 

Source: Authors’ own compilation based on data from (Passport, 2014c). 

 

Annual Food Expenditures per capita – The Nordic region 

 

Source: Authors’ own compilation based on data from (Passport, 2014c). 
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Annual Food Expenditures per capita – International 

 

Source: Authors’ own compilation based on data from (Passport, 2014c). 

 

A.42. Hydro Power – Water Reservoir Levels/Capacity 

 

Water reservoir level/capacity and electricity prices in Norway 

 

Source: Authors´ own compilation based on data from (NVE, 2013; Statistics Norway, 2012a).  
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A.43. Required Return and CAPM 

 

Illustration of how Orkla’s required rate of return deviates from CAPM 

 

Source: Authors’ own compilation based on the theory of Capital Asset Prices by Sharpe (1964). 
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A.44. Analyst Interviews 

The following appendix describes the process of interviewing financial analysts regarding Orkla and the 

analysts’ approaches to incorporating a conglomerate discount in their valuation of the stock. This includes 

the methods used, a description of the participants, a list of questions and transcribed phrases (as well as a 

table explaining the transcribing symbols used). The interviews were conducted in Norwegian, and the 

enclosed questions and transcribed answers have been translated to English. 

 

Interview method 

The interviews were conducted in an unstructured form. That is, the authors wanted to stimulate discussion 

rather than dictating it (Tracy, 2013, p. 139). Moreover, the authors utilized the interviews to not only get the 

analysts’ take on the conglomerate discount, but also to learn about their view regarding Orkla as a company, 

the BCG industry and the market outlook going forward. Hence, the unstructured interview form was 

appropriate in order to have the analysts speak freely and elaborate on topics of interest. Tracy (2013) 

emphasizes that the unstructured interview is ideal for the interviewees’ complex viewpoints to be heard 

without the strict constraints of scripted questions, supporting the use of this method. Nevertheless, the 

authors used a set of questions as guidance in order to come about the same topics with each analyst. The 

questions listed in this appendix should thus be regarded more as tools of guidance than a strict script. 
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Interview participants 

The interviewees were sampled in an opportunistic way (Tracy, 2013, p. 135). With a limited set of analysts 

covering Orkla and constrained by time to conduct interviews as well as access to potential interviewees, 

four analysts were interviewed. The authors attempted to interview analysts with varying valuation 

approaches and experience in covering the Orkla stock. All analysts were based in Oslo and employed by 

different investment banks. 

Atle Vereide, Head of Equities and Research, SEB 

Mr. Vereide is the analyst with the longest track-record in covering the Orkla stock. He is head of equities 

and research at SEB, and has covered Orkla since 1993 when he earned his Certificate in Financial Analysis 

(CFA). Atle has been appointed the best financial analyst by the Norwegian magazine Kapital, and SEB has 

been awarded the best brokerage firm in Norway for five consecutive years under his management. 

Kenneth Sivertsen, Analyst Consumer Goods, Arctic Securities 

Mr. Sivertsen holds an MBA in Finance from Norwegian School of Economics (NHH) and a BSc from the 

Norwegian School of Management (BI). He has covered Orkla as a financial analyst with Arctic Securities 

since 2007. 

Preben Rasch-Olsen, Analyst Consumer Goods & Cruise, Carnegie 

Mr. Rasch-Olsen began his carrier at Carnegie in 2005. He previously worked at Handelsbanken as an 

analyst, and in 2013 he was awarded the best analyst in Norway within consumer goods by Kapital. Preben 

holds a MSc. from the Norwegian School of Management (BI) and has a Certificate in Financial Analysis 

(CFA). 

Daniel Johansson, Analyst Consumer Goods, Fondsfinans 

Daniel joined Fondsfinans in late 2012, with a position in equity and high yield sales. He later begun 

covering consumer goods as an analyst and has covered Orkla for 9 months. Mr. Johansson has a long and 

varied experience from the financial sector, both as an analyst and sales-person, including companies such as 

Alfred Berg, Lehman Brothers, S&P Capital IQ and Danske Bank Markets. 
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Interview questions 

The interview-guiding questions were divided into two parts: financial questions and strategic questions. The 

former included questions regarding the conglomerate discount and financial development of Orkla, while 

the latter were questions regarding macroeconomic factors, industry questions and company specific 

questions. 

 The conglomerate discount 

1. Do you adjust your SOTP value for a conglomerate discount, and if so, how do you do it? 

2. How has the conglomerate discount developed historically? 

a. Have you changed your approach / understanding of the discount? 

3. How will the discount change in pace with the disposal of non-core assets? 

4. How do you choose your peer group, and what is the argument for the multiples chosen for valuation 

purposes? 

Financial development 

5. What is your view regarding the financial development in the different BCG segments? 

6. How do you picture organic growth (in BCG) going forward? 

7. Do you believe that Orkla will dispose of any core-segments/divisions, and if so, which? 

8. Do you see any potential acquisition candidates within the different BCG segments? 

a. Which product categories do you believe Orkla should strengthen/dispose of? 

Macroeconomic factors 

9. Do you forecast on any macroeconomic factors, and if so, which? 

10. What do you see (if any) as the most prominent macroeconomic shifts affecting Orkla in the years to 

come? 

Industry specific 

11. How has the profit-distribution changed between the different parts of the value chain in recent 

years? 

12. How do you picture the competitive situation in the Nordic BCG market going forward? 

a. How is Orkla positioned for potential structural changes? 

Company specific 

13. Does Orkla possess any sustainable competitive advantages? 
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Transcribed answers 

In transcribing the answers, only the answers used directly in the thesis regarding the analysis conducted in 

Section 2.3 about the analysts’ valuation approach are included. That is, much of the answers and 

discussions from the interviews have only been used as a means of improving the authors’ understanding of 

Orkla as a company and the industry. The transcribing symbols applied can be seen in the table below: 

Transcribing symbols 

Explanation Symbol Example 

Transcriber comments about 

context 

((words)) double parens around 

comment 

I gave you a five dollar bill, so 

you owe me two fifteen. 

((participant talking with 

cashier)). 

Transcriber uncertainty about 

what was said 

(unclear word) parens around the 

unclear word 

I (subscribe) to an (anti) fruit and 

vegetable diet most the time. 

Speech overlap [ Single left bracket #1: Why did that paradox 

develop? 

#2:                    [I think I am kind 

of a rebel at heart 

Words omitted from sentence […] three equally spaced dots 

(ellipse) inside brackets 

When I exercise, especially when 

I swim […] I get ravenous later 

in the day. 

Sentence omitted from excerpt . […] four dots (or rather full stop 

and ellipse in brackets, with space 

between) 

A question is when I am going to 

eat. […] My trainer says to eat 

within 20 minutes after workout. 

Multiple sentences omitted from 

excerpt 

// double slash Milkshakes are my decadence. // 

And the very best flavor of all is 

peanut butter chocolat malt. 

Words written by transcriber (for 

clarification, summary, or 

confidentiality) 

[replacement or additional words] My favorite is the Dairy Queen 

[on the west side] because my 

nana [grandma] used to take me 

there when I was little. 

[Participant goes on to talk more 

about going to Dairy Queen with 

her grandparents]. 

Source: Authors’ own compilation based on (Tracy, 2013, p. 179). 
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Interview # 1: Atle Vereide 

Date and time: March 14
th
 2014, 10:00 – 10:38 

Participants: Atle Vereide (=AV) and Henrik Gundersen (=HG) 

 

HG: What is your understanding of a conglomerate discount? Is there a rational for a discount or do you 

believe it is more of a market phenomenon? 

AV: Well, there are some rationales [for a discount]. And the rationale which was to Orkla’s disadvantage, 

or in a sense that they had to do something about it, was that…. ((Atle pauses and rephrases his argument, 

starting in another way)). […] In the late 80s / 90s, it ((Orkla)) was a spider in a web in a market that wasn’t 

especially transparent. There was restricted access to capital – they had capital. If people ((essentially 

meaning businesses)) had good ideas they went to Orkla. In practice they operated as a private equity firm. 

They had capital, they had a lot of know-how about different businesses, they had a lot of good ideas, and 

people went to them with good ideas. Today there is a whole industry doing private equity [in the Nordics] – 

that word didn’t even exist back then. […] ((Transitions to talk about the top management at Orkla)) You 

had Tom Vidar Rygh who is smart, and could sell his grandmother any time, and [Finn] Jebsen who was 

even smarter […], and lastly you had Jens P. [Heyerdahl] walking around in his smoking jacket, with 

connections to LO members ((a political organization in Norway with tight bonds to the Labour Party, which 

ruled in the period of interest)) and knowing politicians all around the place. This was an incredible combo, 

when you had a very defined and manageable market area. There is something about [this set-up] that I 

believe is the reason for Orkla’s success [as a conglomerate]. 

HG: So it was this combination of factors that resulted in the fact that the conglomerate structure worked 

[for Orkla]? 

AV: I mean that […] take Rieber for example. Rieber did actually the same thing in Bergen. They were 

engaged in packaging, Norman Bygg ((a construction material outlet)), asphalt, dry soups, steal wholesale, I 

mean everything between heaven and earth – and they did that with success. But it was within certain 

conditions/frames ((or a certain scale)). But then Orkla took a position in Sapa – a global business. And 

within REC – a global business, with the Chinese ((meaning that China is a big player in the solar power 

industry)). Consequently, a whole new ball-game. Now [Orkla] was suddenly affected by a lot more factors 

which they couldn’t control and was no longer the architect of their own luck ((freely translated from a 

Norwegian saying)). Private equity and others which now [gave Orkla competition] in buying interesting 

assets. […] Up until the financial crisis, essentially 9 out of 10 potential acquirers in a given deal were 

private equity players. The trade buyer ((or industrial buyer)) who could actually extract the synergies didn’t 

reach up ((i.e. did not have the financial power)) – private equity “always” had the higher bid. So, the 

competition over assets, access to capital and similar factors has changed the landscape [which earlier played 
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to Orkla’s advantage]. […] I mean, there is no doubt that Jens P. [Heyerdahl] and those guys were talented, 

but it was also because their operating conditions were different. 

HG: So essentially, [Orkla] is now operating in a totally different market? 

AV: Yeah, I believe they do. 

 

HG: […] There are some discussions [in the media etc.] regarding expensive acquisitions at Orkla, and that 

potential targets are expensive? Can Orkla grow further [through acquisitions in the Nordics]? 

AV: Buy expensively and sell cheaply? That is certainly a good strategy ((Atle being ironic)), and also a 

relevant problem [for Orkla]. […] What I though believe is in favor of conglomerates ((pauses and restarts 

his argument. His answer deviates somewhat from the actual question, but concerns why being structured as 

a conglomerate has worked in Orkla’s favor)) […]. Management will generally have the incentive to build 

their “company empire”, right? Their ((management’s)) alternative is to meet some sort of required return, or 

otherwise pay back stock holders [through dividends or buybacks]. And that is typically a tough decision ((to 

pay out to stockholders)) – they would of course like to please the stock holders, but there is value in 

“controlling the money”. Orkla has in reality gotten away with always being overcapitalized by having their 

funds invested in the capital markets [through Orkla Finans], where they did well. They sometimes earned 

20-30%. Basically, it was net/excess cash. But if you only have one business area in which you operate, do 

you then get any competition over the capital allocation? Or is it more like; “We are going to do this. It is not 

a good investment, but this is what we do”? If you instead have a different business area saying; “We would 

also like this capital – we’re growing by this”. Say they can show to an IRR of 35% compared to the first 

business segment which can only generate 11%. Do you see what I mean? 

HG: So [through a conglomerate] you get much better capital allocation? 

AV: This is of course a very narrow representation. Most [single-] business firms don’t typically operate in a 

segment like this ((Atle “drawing” a small square in the air)), but rather like this ((“drawing” a bigger 

square)). Take Schibsted ((an online media company in Norway)) for example. Whether you start building 

online classifieds in Brazil or Portugal is in itself a rather big deal[, even though it’s both within online 

classifieds]. // So a situation where you compete for the capital, also internally, not only whether the 

[investors] should have their money back or not. Cause it is very easy [to imagine], “ref.” agent theory, that 

most managers would prefer a strong capital base. […] It gives you freedom […] but there will always be an 

incentive to build up power and empires ((through possessing excess cash)). 

// 

HG: Do you adjust your SOTP value for a conglomerate discount, and if so, how do you do it? 

AV: Historically, based on the numbers I’ve used, the discount has been in the range of 20% to 40%. It 

peaked when the Russian ruble crashed in 1999 – sorry, I mean 1998 – when Orkla had a great exposure 

towards the Russian beer market through BBH, Baltic Beverage Holding. ((Atle goes on to talk about how 
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Orkla acquired BBH through a deal with Prips brewery in Sweden)) // When the ruble crashed, suddenly the 

market believed that the value in BBH was gone like this ((snaps his fingers)), which lead to about a 40% 

discount. That is, I believe that the market clearly overreacted and the discount gradually returned to more 

typical levels of about 20%. 

 

HG: Have you seen the discount change after the strategy shift? 

AV: After the strategy shift, my judgment is that now, the Orkla stock shall not be traded at a discount. And 

based on my valuation, the stock trades more or less at the underlying value, despite that Orkla still holds 

different stuff [meaning non-core assets]. 

HG: So in your view, the forthcoming disposal of assets are priced into the stock ((that is, Orkla should no 

longer be treated as a conglomerate but rather as a single-business firm))? 

AV: More or less from my perspective. 

 

HG: Can you elaborate on your valuation approach? 

AV: […] Parts of Orkla are rather difficult to put a value on. You have e.g. the Hydro Power assets. First and 

foremost, the power price is unpredictable in itself, so I don’t spend time on that. However, we know that 

hydro power is relatively stable and generates safe profits. […]. Today they have two different plants; 

Borregaard Kraft, which is fully owned by Orkla which gives it a high value, but it is in a stream and not a 

reservoir. Hence, they cannot control production. The Sauda plant however, is in a reservoir, but this plant is 

operated on a lease agreement with the Norwegian government lasting until 2040 ((meaning that the plant is 

given back to the government after the lease agreement is terminated)). So the question is; how do you 

valuate these hydro power assets? Can you use multiples on the results ((profits))? Well, I say you can, it is 

essentially a discounted cash flow which you incorporate into the multiple used. 

HG: But do you predict water levels in the magazines etc.? Or how do you go about? 

AV: No, then you would have to be a meteorologist… What you need to do is find an average EBITA 

contribution from that segment and go from there. 

//  

((Returning to the discussion regarding difficulties in valuing Orkla assets))  

Then you have Sapa, which is just a question mark. You have the JV which is a 50/50 agreement with Hydro 

– IPO within three years. // The US part of Sapa is actually performing pretty good . […] while the European 

business is struggling. What is “under-communicated” from Orkla is how good the US business is doing.  

// 

Orkla had three people on the board of REC – both CEO, and two from the executive board were board 

members. And you know, when it burns at REC that is where you bring your fire hose ((meaning that REC 

drained a lot of management resources and took a lot of management’s attention)). So the argument that they 
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((meaning Orkla)) now should perform better on the old core business ((meaning consumer goods)) is that; 

how many from the executive management at Orkla did actually focus on “Makrell i tomat” ((Orkla’s fish 

spread))? ((Atle being ironic, emphasizing that the conglomerate structure resulted in the management team 

at Orkla having very much to focus on)). 

HG: I guess that has been a typical argument – that the innovation has suffered [due to a lack of focus]? 

AV:           [ That is essentially the conglomerate part. One thing is to be a conglomerate in [familiar] 

grounds - Nordic markets, relatively manageable conditions. […] It is another thing to be part of a global 

business – suddenly being the largest player in the world in downstream aluminum. “Wow”. And suddenly a 

global player in the solar power industry, where you have some Chinese players operating – not outside 

business ethics – but at least outside comparable [Western] business conditions regarding required return. 

You know, they just do what their told… It’s a completely different ball-game. 

HG: So… It’s kind of an open-ended question, but what do you think of the strategic shift, streamlining the 

BCG business? 

AV: I believe that was the right thing to do. Because the world looks the way it does ((meaning that the 

competitive landscape in which Orkla operates has changed since they started the conglomeration process)). 

HG: So it is the right structure given today’s market conditions? It was right to be structured as a 

conglomerate in the 90s and it is right to streamline the business towards BCG today? 

AV: Yeah, I believe so. I think it’s fair to say that, at that time, Norway slash the Nordics was too small. […] 

it is necessary to have a critical mass in order to […] know your market and know the consumers so well that 

the possibilities reveal themselves / comes to you. It is clear that if you operate very narrowly, in something 

that isn’t global but is a local niche, which opportunities do you get? As I said, they were like a spider-web 

where all of the interesting opportunities just came along. […] A lot of things occurred that wasn’t core, but 

was lucrative, and hadn’t been possible today [given the competitive landscape]. 

// 

HG: To close the [conglomerate] discount discussion. You compare peers… 

AV:          [There are different things. […] Sapa is a very special case. [Hydro] power is a special case, in 

many ways. […] [Regarding branded consumer goods, the question is:] How big are they, do they grow the 

top line, what margins do they generate, what should profits be priced at, do they have global brands or local 

brands? […] The largest problem [Orkla] has nowadays is top line growth. 

HG: Because that ((meaning top line growth)) looks conservative, also going forward? A target of 2-3% in 

2016 looks pretty modest? 

AV: Yeah, but then again you don’t have an inflationary environment either. If you had gone ten years back, 

this would have been totally different. […] And on that note, the international competitors do also struggle 

with their top line growth. Especially since the emergent markets has started to slow down […]. 

HG: But is it though also because it is hard to take a product concept from one country to another? 
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AV: […] Business is local. // But I would say that is one of Orkla’s advantages – they’re trying to be multi-

local. […] While some of the international competitors – if your big enough it works everywhere. Coca-cola 

is an example of that. But there is not everything that works everywhere. 

HG: [I’ve understood] that Nestlé for example is managed more centrally [across business areas and 

geographies]? 

AV: Yeah. […]. While Orkla maybe has gone too far in their multi-local model. You can see that on the cost 

side for example. I mean how local should you really be? The people working at Nidar ((now a subsidiary of 

Confectionary & Snacks, but traditionally situated in Trondheim, Norway)) would probably not say they 

worked for Orkla, but for Nidar. […] Which of course has some advantages, e.g. in terms of local business 

culture, but also some disadvantages: Do you share the necessary market information with other Orkla 

subsidiaries […]? 

HG: […] So what is your take on the restructuring process that has taken place? ((Orkla has e.g. made 

merged regional players into national companies within each country)). 

AV: […] We will have to wait and see. I think there are some advantages to centralizing – as long as they’re 

not getting too big. […] But if you suddenly become some sort of mini-Nestlé ((meaning a very centralized 

company)), it will go wrong. Because you will not be superior at that. They will have to be the best local 

player, but Orkla will have to find that balance. 

HG: […] Do you have confidence in new innovations when merging the previously separated companies? 

AV: That is again a copy of what Kraft [Foods] has done. […] I believe that this can create results, but I 

think the main advantage will be cross-national innovations [rather than between nationally operating 

companies]. E.g. more Norway-Sweden innovations than what they have had earlier. […] They had a 

philosophy for a while that their innovations should be very large, but I think they have abandoned that idea. 

[…] Rather have many, but smaller innovations. // But there is a balance there – not being too general in the 

business model. 

//  

HG: Some fund managers we’ve talked to argued that the company is poorly managed. What is your take on 

Orkla’s management? 

AV: It has become more poorly managed… […] 

HG: What do you think of Peter Ruzicka as the new CEO? 

AV: Compared to what we’ve had ((Åge Korsvold)), I believe [Ruzicka] is a clear improvement. 

HG: Was Korsvold the right man for the restructuring process [after the strategy shift]? 

AV: […] In light of what he has done, conducted expensive acquisitions and sold off assets too cheap, I 

personally don’t think so. But whether Wiggen ((Orkla’s CEO before Korsvold)) would have been the right 

man to turn it around – I don’t know. 
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HG: Then what it is your take on the “musical chair” game going on at Orkla in recent years ((meaning the 

rapid fire and replacement of top level management))? Is that process over? 

AV: I think so. It will settle with Ruzicka, which I believe is one of the advantages. Regaining focus on the 

work to be done. 

HG: So when you now will have the whole management’s focus on BCG going forward…? 

AV: …I think Orkla will have the ability to reach the targets they have set. Although we will have to see if 

they can actually deliver. […] Of course, it hasn’t played to Orkla’s advantage that their biggest business 

area, Foods Nordic, hasn’t performed according to plan. Which I believe is due to two reasons; one that the 

integration with Rieber has been [too heavy], and two that there was [9 months between the time of 

acquisition] ((of Rieber)) and when the actually got it approved by the Competition Authority of Norway. 

There wasn’t many with Rieber & Søn who were “eager beavers” – they were standing by the coffee 

machine wondering if they actually had a job. […] Hence, it was just as much enabling Rieber to function 

with Orkla than pushing own innovations to the market, resulting in a double “whammy” ((meaning that 

instead of focusing on innovations in own products to improve Orkla’s competitive situation, the company 

had more than enough with integrating the two companies)). 

HG: So they have essentially been working simultaneously on too many fronts? 

AV: Yeah, I think [it kind of stormed around them]. You don’t really manage to compete out in the market 

then… But we’ll have to see. 

// 

[Changes topic to discuss which investors that is the most interesting nowadays] 

AV: The investors interested today are primarily long-only USA investors and some UK investors, but 

Norwegian investors “love to hate the stock”. // The problem with Orkla is that it is not cheap. […] 

HG: [Valuation] multiple-wise it is kind of expensive, right? 

AV: Well, yes. But you have to “break it up” (to see what it’s worth). They have to perform on branded 

consumer goods, and I believe […] that is what foreign investors look at; “what can it be worth in three 

years’ time”? […] Will they reach their performance goals? If they do that (Orkla could be a good case). But, 

the point is – they have to perform. 

 

HG: I have seen that – was it [Haakon] Aschough ((the consumer goods analyst at DNB)) – who had an 

overview of [the discount compared to his SOTP value] over time. He points to an historical discount of 20% 

give or take, but that this discount has gradually decreased after the strategy shift. Is that the same picture 

you see? 

AV: Yeah. That is the same thing I see. Now, I have a SOTP of around NOK 50 and the stock trades at 

around NOK 48, so that is more or less gone spot on. The conglomerate discount is so to speak dissolved. 

But what they’ll have to do now is deliver (on the performance targets they have set). 
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HG: So bottom line is that the conglomerate discount no longer exist? 

AV: Yes.  

// 

HG: Just to touch up on some macroeconomic- and industry specific factors. Do you typically forecast 

drivers like consumer spending etc.? 

AV: No, not directly, but as you know we have macro-analysts on the house ((meaning at SEB)). Both here 

in Oslo, but also globally. […] 

HG: So the information [you receive through them is implicitly] incorporated into your valuation? 

AV: Yeah, that’s what I do. […] 

HG: But what is your view regarding the markets in which Orkla operates, going forward? 

AV: In general I believe the outlook is pretty ok. Sweden looks positive going forward. [Growth in] Norway 

is relatively sloppy – and it has been for a while – but again, it is at a high level. Denmark, I believe, is on its 

way up. The Finland exposure is relatively small, so that will not have any major impact anyway. While 

Russia has become a great problem for [Orkla]. 

HG: Market-wise […] is it a correct observation that the Norwegian market is more fragmented [than the 

other Nordic markets]? 

AV: Well, there are many players, but then again, Orkla is very large [in Norway]. Then you have Tine and 

Nortura, right, and then mostly smaller players. […] 

HG: Do you have any measure of the size of the market for branded consumer goods in Norway? 

AV: Well, I guess there is some statistics on that. […] What you’ll have to do is look at; “how concentrated 

is the retail sector compared to producers”? 

HG: Yeah, we’ve tried to create a profit pool [mapping the industry as a whole], to verify our hypothesis that 

the profits have moved from producers to retailers. Does that sound reasonable [to you]? 

AV: Well, historically the power was with the wholesalers, while the retailers – pardon my French – were 

fucked, and the industry again ((meaning BCG producers)) was good. Now, there is no doubt that the 

balance of power has moved closer to the register ((meaning that retailers have gained more power)). But 

that is due to the fact that the wholesalers were acquired by the retailers. 

HG: Who were the large wholesalers earlier? Was it Asko and…? 

AV: […] Well, those were the only one who has survived, although now owned by Norgesgruppen. Then 

you had (Kuff), Kepas, Staff Gruppen. 

HG: Ok, so there were several large players [in that part of the value chain] controlling the power back in the 

days? 

AV: Yeah, definitely. 

HG: So now the backward integration of the retailers has resulted in a power shift? 

AV: Well, that actually happened in the late 80s. 
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HG: But how is the dynamic nowadays between suppliers, producers and retailers? Are the producers 

squeezed on both sides? 

AV: That is why you need to be large enough – have so many strong brands and be present in all channels, 

not for your own sake but for the sake of the channel ((meaning that the retailers are so dependent on your 

products that they need to stock your products)). If you’re not, I believe you will be somewhat stuck in the 

middle, resulting in more private label and then the game would be over. In that case you would at best meet 

your required return. 

HG: […] Do you see a trend towards more private labels going forward? 

AV: Well, private label is gradually coming more and more. They are becoming more professional, no 

doubt. […] But when you see where private labels grow, it is typically not in categories where Orkla is well 

positioned. At least historically. […] Regarding margins, it is not in high-end categories Orkla typically has 

high margins, but in products with long shelf life like “Stabburet Makrell” and “Leverpostei” ((fish spread 

and liver paste)). 

// 

HG: Bottom line, the conglomerate discount is gone? 

AV: Yes. 

HG: Did it suddenly disappear by the way? 

AV: No, I wouldn’t say so. The announcement when Bjørn Wiggen took over as CEO, at the capital markets 

day, the stock increased 10% […]. So that decreased the discount to a large extent. 

HG: Was it first at that time the market realized what Orkla was going to do going forward, or was that with 

the sale of Elkem? 

AV: […] Well, that was the first time this strategy was clearly communicated. 

// 
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Interview # 2: Kenneth Sivertsen 

Date and time: March 14
th
 2014, 13:10 – 13:45 

Participants: Kenneth Sivertsen (=KS), Henrik Gundersen (=HG) and Joakim Severinsen (=JS) 

 

[Discussing multiples used compared to peers and the application of a discount to the multiples] 

HG: So the idea is that compared to peer-companies, which experience growth and better prospects, you 

don’t see the same potential in Orkla, hence discount the multiples? 

KS: Correct. // The organic growth in Orkla is nothing or negative, which is kind of their main challenge. In 

addition they’re losing market share and there is also margin pressure. The Nordics is not a bad market – 

we’re pretty willing to spend – but Orkla does not have the same width as international competitors. 

// 

HG: How to you interpret the latest developments regarding Ruzicka ((the new CEO)) […] and Korsvold’s 

role in Orkla? 

KS: […] Mr. Hagen ((the largest owner)) has tried to appoint Ruzicka to the CEO position for a long time, as 

Ruzicka probably is the guy who has worked with Hagen the longest. In that sense, he is Hagen’s “guy”. I 

believe the selection committee or board of directors was against appointing Ruzicka last time ((after Mr. 

Wiggen was replaced)), and that appointing Korsvold was some sort of compromise. The advantage with 

Korsvold – he is a relatively “direct” guy so to speak – is that he has experience as a consultant and an 

analyst, no doubt a very [gifted analytical mind-set] […]. He has no concern about what people say about 

him whatsoever. 

JS: He ((Korsvold)) definitely has had some impact? 

KS: I asked him one time about what he did – firing “everyone” in the top management. // You know, a 

company such as Orkla is dependent on innovation and new thinking – and you can say that the way [they 

fired everyone] doubtfully inspired innovation. If that is part of the explanation as to why Orkla is seeing 

such a downward trend, or if it is just the Rieber acquisition which was really a [bummer]. 

HG: [A bummer] in terms of price or also product-wise? 

KS: Both price- and product-wise. What they accomplished by buying Rieber was exposure to soups and 

ready-meals, which historically has been a pretty good market, but this has started to slide. […] When you 

talk to people in retail, they say that these kinds of products don’t sell so well. It might well be that Rieber 

has maintained their market share – Rieber has exceptionally good market shares – but the markets have 

contracted. […] It is just not that catchy/trendy any more. // 

HG: So, in your view the product fit wasn’t that good, even though the products didn’t overlap much with 

Orkla’s current portfolio? 

KS: [They] paid an extremely high premium for products that had started to show weak tendencies. It is of 

course easy sitting here today and say that one should have seen this, and I am not trying to claim that – 



Appendices 

Page 244 of 251 

 

management in hindsight is always pretty accurate – but the Rieber deal seems more and more like a bad 

investment. // [Returning to the discussion regarding Korsvold and the replacement of key personnel] You 

can say that the process [Orkla] has been through… Again, you’re supposed to turn around a large company 

like Orkla and according to Korsvold, in such a process you have to either be supportive to the changes [or 

you have to leave]. He was really [rough] in this process. Maybe he was the right guy after all? 

// 

HG: […] What is your take on Orkla International and the operations outside the Nordics? I mean, they have 

a strategy of being leading in the Nordics, but in addition they run e.g. companies in India. 

KS: I don’t remember exactly how they ended up with MTR in India, but in isolation it’s an extremely good 

business with a strong brand. MTR is actually a highly recognized brand in India. […] but I believe they will 

sell it off in the foreseeable future. [Orkla] International is a sales case, and especially Russia. […] We don’t 

even don’t believe they will achieve book-values in a potential sales of the Russian subsidiary. […] USD 100 

million at best – NOK 600 million. 

// 

[Turns to a discussion about market conditions in the 90s.] 

KS: […] If you go twenty years back in time, the ones with capital had the opportunity of engaging in start-

ups. Orkla had capital. [Moreover], they had political influence, management expertise – they acted more or 

less as a private equity firm at that time. // So, you have to see [Orkla] in light of the historic conditions. 

When they entered year 2000, that competitive advantage started to dilute – private equity players were 

coming in – and they didn’t achieve the same good deals as before.  

// 

[Changing to a discussion regarding Mr. Sivertsen’s valuation approach] 

HG: Regarding the valuation of headquarters, what is your approach there? 

KS: […] The headquarter cost ((as measured by EBITA)) rose steadily with the size of the company and 

peaked around the level it is today. It then declined and reached a level of around NOKm 280 – 260 […], 

before it increased again to the level we see today. In the restructuring face there will always be additional 

costs like consultants, juridical assistance etc. that not is steady going business. [I guess] it will decline 

somewhat around 2016, but until then be at today’s level. // What you can do […] is to adjust it downwards 

[to match a “full cycle”], and then use a present value approach by applying a relevant multiple [I would say 

around 10]. 

// 

JS: If we return to the conglomerate discount, what do you believe is the reason that investors apply a 

discount in their valuation? 
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KS: […] as an investor, you’re probably interested in this part here ((Kenneth illustrating with his SOTP 

analysis)) which is about 80%, but in addition you get exposure to some segments that you don’t necessarily 

like.  

// 

HG: In your pricing of the Sapa JV, what is your approach there? You start with the transaction value in 

which you discount? […] 

KS: […] We put in a relatively low value, we used 70% of the transaction value. […] When the world looks 

a little better today ((compared to the time where the JV was announced)), you can probably get something 

like this ((pointing on a graph illustrating the value of the Sapa JV if the transaction value wasn’t 

discounted)). […] If Orkla and Hydro were to IPO the JV, you will have to leave a little upside for new 

investors – you will not get the full potential. You will not get the full present value if you sell it off to leave 

an incentive for new investors. […]. It’s still such a short time since the JV was established, so that is the 

best price you can get. 

// 

[Returning to the conglomerate discount debate] 

HG:  Is the conglomerate discount gone? [Does the market] value Orkla as [a single-business firm]? 

KS: Like we show here ((pointing to his SOTP)), had [Orkla] been priced like peers this is what it’s worth, 

but since they have weaker growth and poorer margins, we believe it should be a discount to peers. 

However, we set the discount down here ((pointing to his discounts in the SOTP analysis)).  

// 

HG: Do you believe that [the conglomerate discount] has disappeared? 

KS: […] Yeah, at this point it was gone ((pointing to his graph showing the historic discount)) […]. 

// 
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Interview # 3: Preben Rasch-Olsen 

Date and time: March 14
th
 2014, 14:00 – 14:35 

Participants: Preben Rasch-Olsen (=PR), Henrik Gundersen (=HG) and Joakim Severinsen (=JS) 

 

HG: What is your approach to the conglomerate discount, and how do you incorporate it into your 

valuation? 

PR: Orkla’s dream – or more precisely, Hagen and Korsvold’s dream – has been to remove this discount. 

They initiated this process by splitting up the company and sell off assets, which, yes, is a process that 

should reduce this discount. But in reality, they only got half-way. If you take a look at what [assets] they 

still possess, they still have 40% in Jotun, a large hydro power plant in Salten, both Sapa companies – which 

are huge companies. Hence, they didn’t really wrap up this process […]. I started following Orkla in 1999, 

and from ’99 to ‘05-’06, the discount was in the range of 20-25%. […] From 2005 and through the solar-

power fairytale with REC, the discount went from 40%-5% - I mean a huge variation. And then Orkla started 

streamlining the company, and as I see it, the discount has been more or less gone over the last years. […] 

which I essentially believe is wrong, given the fact that Orkla in many ways still is structured as a 

conglomerate. 

HG: So the market has [not] priced in the discount after 2011, [although you believe it should]? 

PR: Yeah, that is my view. 

HG: So as you value the assets, [the market] has actually priced those correctly – that is, at the underlying 

value? 

PR: Well, yes, that would be a way to look at it. Now, I have a total SOTP of NOK 48-49, and it trades at 

NOK 48.5. 

HG: That is, after 2011, the discount has gradually diminished? 

PR: That is my belief. And I have had a sale recommendation for nearly two years now, primarily for that 

reason ((meaning Preben believes it still should be traded at a discount)). The day to day operations perform 

poorly and the fact that there is no discount anymore, giving no incentive to purchase the stock. 

HG: So there is not any potential upside from a dissolving discount the way you see it? 

PR: No, I don’t think so. Unless I [of course] is making a huge mistake in my valuation, e.g. regarding my 

valuation of Sapa – which could be the case. That is the challenge with a sum-of-the-parts analysis; as you as 

an analyst can put a value on individual parts that do not match what the market at any given time value 

them at. 

HG: What is your approach to valuing Sapa then? 

PR: Well, my approach is that you should have a valuation based on what that segment should earn 

throughout a cycle. 

// 
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HG: Regarding the Sapa JV, how should that by valued? We have seen that many use the transaction value 

from the venture’s establishment. 

PR: Well, that is definitely a reasonable way to go about. But a JV, you know… You put values on 

something both parties believe is (underpriced), with the beliefs that bringing the assets together should raise 

the value. And hence, that transaction value will not reflect the full potential of what the parties can achieve 

regarding synergies of the combined companies. They say that they will save NOK 1 billion on the cost side. 

That synergy value is not represented in that transaction value. 

HG: […] Are the proposed cost synergies possible to achieve? 

PR: I say that in the valuation of Sapa you should consider a range including the potential cost synergies. 

HG: What is the time frame regarding these synergies? [How quickly can they potentially be realized]? 

PR: Hmm, what did they say again. Two years maybe? // Within the period before either of the parties can 

start an IPO process ((three years from the establishment)) they should at least be able to realized these 

synergies. 

// 

[Discussion returns to the conglomerate discount] 

HG: So, in your view, because [Orkla] still holds several non-core assets and hence still is a conglomerate, 

one should apply a discount to the stock value? 

PR: Yes. 

HG: Is it primarily because an investor gets exposure to segments he is not necessarily interested in? 

PR: Correct. Drains a lot of management resources, constrains capital, there are a lot of factors… […] 

 

HG: Do you believe it was “correct” [of Orkla] to be [structured as] a conglomerate in the 90s. 

PR: When you look at what they achieved, I would say so. But that is also contingent on the historic 

situation. What was unique about Jens P. [Heyerdahl] and his team of people was that they acted more or 

less like the first private equity company of the Nordics. They saw a premature Norway with a lot of 

opportunities for those who could both do their calculations and also had the capital, which allowed them to 

do many different, industrially correct things. When we then reached halfway through year 2000, there was 

no longer a unique advantage to have financially skilled people, or access to capital – everyone had access to 

capital. There was no longer easy to do value-creating transactions, so what had previously been ideal 

conditions for a conglomerate structure was no longer there. I think that debate is really interesting. Take GE 

((General Electric)) [in the US] for example. They have also been a conglomerate – and done really well. 

With a lot of legs to lean on ((meaning many opportunities)). And if you take a look at the [performance] 

history of Orkla, it has always been like; “Ok, so Brands wasn’t so good this quarter – but hydro power 

however went really well”. […] There is something to having a more smooth development – having more 
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strings to play on. […] All in all – I am not quite sure whether you actually should be so damned 

streamlined. You are very vulnerable, right? 

// 

HG: What is your take on the BCG market going forward? […] Are you bearish like many others? 

PR: Yeah, that is, Orkla as an organization is totally broken. What made Orkla so unique was their ability to 

do really long-term strategic work. Over the last years the organization has more or less [stumbled in the 

dark] – been introverted instead of extroverted. And that will not work when you’re in a business with three 

[negotiation] windows throughout the year to drive top line growth. When you then cope with totally 

different things… If you first lose shelf space it is really hard to regain it. The retailers know their power as 

well. 

HG: We have tried to illustrate a profit pool for the consumer goods sector […]. Is it a correct hypothesis 

that profits have shifted more towards retailers? 

PR: That is at least what Norgesgruppen ((the market leader in Norwegian retail)) wished to do. I am not 

quite sure. […]. Well, we as consumers get screwed, no doubt, but [which part of the value chain] that 

actually extract those profits… I don’t know for sure. 

// 

HG: The organic growth in Orkla, which has been lousy lately. […]. How do you picture the outlook going 

forward? 

PR: Well, the target of around 3% is after all just a little more than inflation. So net of inflation there is only 

a minor price increase on the goods, which should definitely be achievable.  

// 

[Discussion turns to consumer trends in Norway] 

HG: […] Is Orkla positioned to benefit from the trend towards more sustainable and healthy food? 

PR: Through their [strong] brands I would say they are. But then again, you will need an organization that 

works properly – who has the guts and confidence. And the Orkla organization we see now doesn’t have any 

confidence… They have failed big time with recent innovations. They try once again with a pizza, which is 

not what people demand at the moment. […] 

// 

HG: Do you see any macroeconomic/political changes going forward? In terms of e.g. lifted import barriers? 

PR: Well, I believe the farmers have a too strong position in Norway for a radical shift in the foreseeable 

future. […]. 

// 

HG: You touched upon the organizational difficulties at Orkla […], what is your take on the process [of 

shifting out top-level managers]? 
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PR: In my view [the whole process] is a tragedy. I can’t even understand what’s going on… Let me give you 

a good example – Lilleborg has been a fantastic company. Lilleborg is even topic of discussion at L’Oreal’s 

HQ in Paris – “How do they do it?”. // The guy that was CEO ((Zappfe)) went public in the media last May 

and welcomed change, and has been a driving force at Lilleborg. Two weeks later he was gone.  

// 

HG: In addition you have Torkel Nordberg, Jan Ove Rivenes, Bjørn Wiggen – all people with more than 20 

years of experience from Orkla that were fired. 

PR: Yeah, exactly. Then again, I can understand some of the rationale – something had to be done. There 

had been rise to a culture where there were several “privileged” executives that fought each other, wouldn’t 

share etc. Some parts of Orkla had seen poor performance for a long time; Nidar is one example, Sæthre had 

to think differently. But when you just [fire people] across the board, with like one day’s notice. Wiggen & 

Nordberg actually learnt about their replacement through a news article. […]. And when you know how 

many resources that have been invested in organizational- and cultural development throughout the years, 

which then are eroded in only half a year. You know, it is only sad. […]. But the jury is still out. It might be 

that Orkla has seen and done something that we [as outsiders] haven’t seen. However, the organic growth 

took a nosedive in July last year. 

HG: Is that first and foremost due to the Rieber integration? 

PR: That is what Orkla is claiming at least. But it is likely a combination of that and a paralyzed 

organization. 

HG: And probably low spirit internally? 

AR: Yeah. 

//  
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Interview # 4: Daniel Johansson 

Date and time: March 14
th
 2014, 15:00 – 15:42 

Participants: Daniel Johansson (=DJ), Henrik Gundersen (=HG) and Joakim Severinsen (=JS) 

 

HG: Just to start off – regarding the conglomerate discount, you incorporate it [through the different] 

multiples? 

DJ: […] I believe though that the big problem with Orkla is that in a long perspective, even though you 

adjust for the fact that they have [non-core] assets that generate lower return on equity or return on capital 

invested […], the company should be traded at a discount to international peers. [Compared to] the large, 

important competitors - companies like Nestlé, Unilever and American companies in a broader perspective – 

and also the smaller [European] competitors, Orkla should be traded at a discount. If you look at 

Confectionary & Snacks for example, which we know generate lower earnings over a cycle [compared to 

peers] […], and maybe also certain other sectors like Home & Personal – if your sole focus is home an 

personal products you can generate solid returns due to strong brands – but in general, I believe that the right 

thing to do is to take out the discount using the multiples. ((Mr. Johansson argues that Orkla has different 

segments that underperform compared to peers, and that the right thing to do in terms of valuation is to 

discount the multiples in which you apply to each segment)). // 

HG: So the discount is so to speak a sum of your assessment for each segment, where you adjust the 

multiple you apply compared to the average for each segment? 

DJ: Yes, exactly. […] You can say that I do not use any real [conglomerate] discount per se. 

// 

[Goes on to talk about to which segments he applies a discount versus peers and the reason why] 

DJ: […] And I believe that where the largest discounts should be applied is in Foods and temporarily in 

Confectionary & Snacks. In Foods you have basically two things that call for a discount; first of all the rate 

of innovation has been a very low simultaneously as competitors are taking market shares and that there is an 

underlying pressure on the company’s profitability due to a very concentrated and strong buyer group. 

Secondly, I believe they have a range of problems with private label products, which has a growing market 

share in the Nordics. 

HG: Well, how do you picture the trend in private labels going forward? 

DJ: I certainly believe that will continue, but to Orkla’s advantage; they have to a large extent strong brands 

in categories where I think private label penetration is less likely, even within Confectionary & Snacks. // In 

addition to the two reasons earlier as to why I apply a discount, there is also a third thing. […] Orkla seems 

to have difficulties in integrating the two new companies – which is a short-term problem purely in terms of 

operations. The price was steep and they don’t manage to make it work. 

HG: Especially Rieber? 
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DJ: Yeah, especially Rieber. And even though one can argue that the worst is over with Rieber, you still 

have the poor rate of innovation, making it hard to argue that Orkla is a good buy candidate. 

// 

[Shifts to talk about Orkla’s operations] 

DJ: Orkla operates in a market that in many ways are isolated. If you do not have Orkla’s set up, it’s not easy 

to just start up in Norway. […] First of all you need to pass really high import barriers, then you will have to 

take advantage of the Norwegian subsidies on food ingredients – e.g. 30% of a Grandiosa [pizza] is paid by 

Norwegian tax-payers – and lastly you will have to come in and make some sort of copy or white label or 

private label of brands that are very specifically Norwegian, “Stabbur Makrell” for example. I believe most 

companies think; “I don’t want to go there”. They don’t know exactly what to do and [the market in Norway 

is so small on an international scale]. Hence, [Orkla] has a strong position in Nordics or at least in Norway. 

So maybe a 10% discount? 

HG: [So if I understand you correctly;] in your view it is not a conglomerate discount per se, but rather a 

discount on the different segments in which Orkla underperforms compared to peers? 

DJ: Yes, within the understanding I have of the company. […] That is, due to operational reasons. However, 

effectively that is a conglomerate discount as you have a range of different product areas in which some 

perform poorly. And that is basically the conglomerate discount, right? Because it is difficult for an outsider 

to see what is actually going on. 

HG: So [the problem] is actually the transparency from an investor’s point of view – who get exposure to a 

range of segments [he doesn’t really want or know]? 

DJ: Mmm. 

// 

[Discussion switches to Orkla’s management] 

HG: How do you evaluate the job that Korsvold has done? 

DJ: Well, I think he has done several good things. The problem really, has been that Orkla started to lag 

behind on the restructuring and the operational side suffered. […]. His view has been that; “It’s better to do it 

now than later”. […]. But it’s important not to sell off too quickly either ((refers to the IPO of Borregaard, in 

which the stock price has increased dramatically after Orkla sold out)). […] So one can say that the stock 

holders have done themselves a disfavor by pushing on for a quick fix, and in addition you had Korsvold 

who wanted this process to go quickly.  
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