
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Authors: Fabian Løke & Sondre Teige 

Supervisor: Edward Vali 

Master thesis, Copenhagen Business School, 15th of May 2018 

Valuation of Grieg Seafood ASA 

 

Student nr: 106077 & 107534 

Word count: 35,009 

Characters: 219,870 

Pages: 118 

 



 

 

Page | 1  

 

Financials 2017 2018e 2019e 2020e 2021e 2022e 2023e

Sales 7.017.456 8.146.732 8.240.475 8.383.441 9.055.598 9.158.470 9.367.807

EBITDA 1.085.275 1.733.061 1.370.999 1.037.062 1.178.502 1.054.100 976.306

EBIT 884.143 1.535.023 1.216.658 873.913 1.000.392 874.121 792.213

NOPAT 665.365 1.152.979 913.849 656.408 751.408 656.564 595.042

ROIC 12.9% 23.9% 17.9% 12.3% 12.7% 11% 9.8%

EBITDA margin 15.5% 21.3% 16.6% 12.4% 13.3% 11.5% 10.4%
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Improved capacity utilization in 2018 

Grieg Seafood is equipping for organic growth with 

investments in surveillance technology and smolt facilities. 

These investments are essential to increase harvest volume 

and reduce costs. Investment in surveillance and monitoring 

technology seems to yield results as sea-lice levels decreases 

in earlier troubled regions.  One of the expected contributors 

to the future EBIDTA margin is Grieg Seafood’s 

improvement in operational efficiency.  

Supply and demand  

In the short term-supply is expected to grow as both smolt 

release and standing biomasses are higher y-o-y. Increased 

supply can expect to be met by a growing demand as health 

trends and increased demand from European consumers are 

expected to strengthen demand.  

Salmon price 

In the short-term we see salmon prices to remain above 

NOK 60 per kg. The company’s high exposure to the spot 

market will be beneficial for the company as its sensitivity to 

the spot price remain high. We see the salmon price to 

stabilize close to NOK 60 per kg as supply and demand 

stabilizes.  
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1 Introduction and motivation 
 

This master thesis is the ending of five years studies in economics and finance for the both of us. Five 

years of studies with theoretical economics and business studies have made us motivated to choose a 

topic where we could utilize our knowledge while challenging our analytical skills in the financial 

field. This thesis is the final step in our graduate degree in finance and strategy. We chose the art of 

valuation because it is a complicated process, where we can combine the financial and strategic aspect 

of our degree.   

 

Our choice of company and industry comes from the interest to explore an industry that is highly 

relevant in the Norwegian economy and has exciting prospects. Today, the Norwegian economy is at a 

crossroad on whether the oil industry should play a big part in the Norwegian economy in the future or 

another industry should come in and replace its position. The aquaculture industry is expected to be 

one of the leading industries and to play a significant role in the Norwegian economy for years to 

come. The choice of company landed on Grieg Seafood as we found them especially appealing due to 

its short, but successful, history within the seafood industry. Our Norwegian roots and academic 

backgrounds made us curious to explore the driver of the salmon industry. We found it particularly 

enjoyable to explore and gain knowledge of the industry as well as the company. To dig deep into 

Grieg Seafood’s various value drivers, while at the same time following development in the stock 

price and the development of the aquaculture in general has been inspiring for our thesis writing.  

 

We wish to give a big thanks to our skillful and attentive supervisor, Edward Vali. Thank you for 

excellent input and valuable guidance throughout the process.  

 

2 Research objective 
 

This paper will assess Grieg Seafood from a financial and strategic perspective to explore various 

value drivers affecting Grieg Seafood’s performance. The identified value drivers will be addressed 

though a fundamental analysis and by applying valuation methods. We will assess how these value 

driver have affected Grieg Seafood in the past and make predictions on how they are going to impact 

Grieg Seafood in the future. After assessing the value driver, we will provide an investor 

recommendation on whether to buy – if Grieg Seafood is undervalue, hold – if the value is conserving, 

or sell – if the estimates suggest Grieg Seafood is overvalued. Hence, we will try to answer the 

question: 
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Is the fundamental value of Grieg Seafood reflected in today’s share price? 

 

This will be answered by performing a thorough analysis of the key value drivers affecting Grieg 

Seafood performance. This thesis will evaluate the company and analyze the market conditions in 

which the company operates in.  

 

3 Methodology and data collection 
 

Petersen and Plenborg (2012) are used extensively throughout this thesis, and all of the calculations 

and the financial modeling follows Petersen and Plenborg (2012) structure and is supplemented with 

additional theories where appropriate.  

 

This paper has chosen to value Grieg Seafood on a group level, which means that no explicit valuation 

of the various subsidiaries is made. However, the different business areas are defined in the segment 

report, which we consider to be sufficient to carry out a thorough analysis. The cut-off date for our 

paper is the same date as the release of the latest annual report for Grieg Seafood, 19.04.2018, hence 

no information released after this date is considered in our valuation.  

 

3.1 Data collection 
 

The valuation of Grieg seafood is solely based on publicly available information and is written from 

an external perspective. The valuation is based on a financial and strategic analysis which means that 

the data collected are both quantitative and qualitative. The data used in this thesis are collected from 

analyst reports, governmental databases, commodity and financial databases, news articles, journals, 

books, presentations and annual reports. We note that the data collected can include errors or be 

biased, but this is the risk all analysts face when basing its analysis on secondary information.  

 

Throughout the thesis we have used an industry-specific document written by Marine Harvest named 

the Industry Handbook 2017. This document is well-used by analysts and investors and according to 

the authors, is the handbook meant to educate analysts and investors about the salmon farming 

industry. It is worth noting that since the authors of the book is a ‘big’ industry player, they might 

have a self-interest in presenting the numbers in a way that gains them. We have been aware of this 

conflict of interest throughout our thesis and have tried to be critical to ideas and suggestions brought 

forward by the authors and supplemented the Industry Handbook with additional references where 

appropriate. Nevertheless, the handbook is heavily cited by industry analysts which gives the 
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document credibility. Lastly, we acknowledge that analyst reports are documents handed out public 

with the interest of the reader becoming a potential customer. Thus, the information inside these 

reports are interpreted with carefulness and supplemented with other sources where appropriate.  

 

3.2 Methodology 
 

An essential step in the process of performing a financial valuation is first to do a thorough financial 

and strategic analysis. These analyses aids to understanding the key value drivers inside the industry as 

well the company. The macro factors that impact the salmon farming industry are analyzed through a 

PESTEL framework. This framework aids the user to structure the analysis and point out the key 

factors affecting the business environment.  

 

To get a better look at the competitive environment that Grieg Seafood operates in, we apply Porter’s 

five forces framework. This framework helps the user to structure the business environment in an 

appropriate order to understand the overall attractiveness of the industry. Porter’s framework analyzes 

the power of suppliers and buyers, threats of new entrants and substitutions, and the industry rivalry 

(Porter, 2008). Examining all these factors and bringing them together should give the analyst an idea 

of the attractiveness of the business environment.  

 

This paper has used the VRIO framework to analyze Grieg Seafood’s resources and capabilities. The 

framework will aid this paper to examine whether GSF’s internal resources and capabilities can be a 

source of continued competitive advantage (Jurevicius, 2013). 

 

The theoretical framework used to analyze Grieg Seafood’s historical financial performance consists 

mainly of ratios pointed out in the DuPont framework. These ratios are also included in the framework 

designed by Petersen and Plenborg (2012). We have also decided to look at industry-specific ratios 

used by investment analysts because we find it to provide a good overlook of the underlying value 

drivers of each company in the industry. To comment on GSF and the peer group’s liquidity risk, we 

have decided to perform a liquidity analysis of the relevant companies.  

 

To structure, findings from the strategic and financial analysis performed are the analyses summarized 

in a SWOT framework at the end of the section.  

 

Findings from our strategic and financial analysis are used to guide the development of GSF into the 

future. The findings are the building blocks for designing the pro forma financial statements for the 
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future. Main parts of our forecasts are based on structures suggested by Industry Handbook 2017 and 

information collected from analysts’ reports. We have also used Petersen and Plenborg (2012) theory 

to design the pro forma financial statements and applied it to the salmon farming industry. The pro 

forma financial statements will serve as the basis for the present value models and the relative 

valuation approach.  

 

The present value models used to value GSF are discounted cash flow model (DCF) and the economic 

value added model (EVA). We will supplement these models with a relative valuation approach. All 

of these models are based on assumptions on the enterprise value and will be discussed later in this 

thesis. According to Petersen and Plenborg (2012) are these models widely used because of their 

accuracy in valuation and because they supplement each other well. We will also perform sensitivity 

and scenario analysis to test the sensitivity of essential variables in the models and examine how they 

change the value of the company. The variables are chosen to test the primary drivers of value, and we 

find it essential to test changes in them to see how they affect the share price.  

 

4 Limitations and assumptions 
 

Estimating the value of Grieg Seafood is an extensive process, and we had to make some assumptions 

and limitations to answer our research objective. The assumptions and limitations made through our 

thesis are: 

- We expect that the reader of this paper has general knowledge and understanding of financial 

and economic theory in addition to strategic frameworks and concepts. Hence, theories and 

models will only be discussed briefly 

- This thesis has been at group level which means that no explicit valuation of the various 

subsidiaries is done.  

- The perspective of this thesis is from an analyst’s point of view. Thus, only publicly available 

information has been applied, and no inside information has been used. 

- The cut-off date for our thesis is the release date of the latest annual report, 19.04.2018. No 

information released after this date will be used.  

- The term salmon is always referred to as Atlantic salmon unless it is specified otherwise. 

- We have chosen to go back six years because we find it to be sufficient to measure the 

cyclicality of the salmon farming industry and it also represents two production cycles. 

- The peer group compared to GSF are all integrated into some parts of the value chain, with 

some integrated into more chains, e.g., fish feed supplier. Some also are also farming at a 

different location and delivers products at various locations. This may lead to skewed analysis 
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in the relative valuation and peer analysis, but we have decided to ignore these for the 

simplicity in our analysis.  

- The best indicators of future supply are standing biomass, smolt release, feed sales, vaccine 

sales and seawater temperatures (Marine Harvest, 2018). Collecting these data for other 

countries has proven difficult, and we have therefore decided to use forecasted salmon supply 

for Norway as a proxy for global supply. 

 

5 Salmon farming industry 
 

Several salmon species are available from both wild and farmed sources, and nearly 70 % of the 

world’s salmon production is farmed (Marine Harvest, 2017b). The fish farming industry holds the 

purpose of raising fish commercially as a substitute for higher demand and stagnating catch of wild 

salmon (Marine Harvest, 2017b). Salmon farming in sea cages was initiated in Norway in the 1960s to 

raise salmon for commercial purposes (Marine Harvest, 2017b, FOA, 2015a). In the 1970s floating 

nets improved salmon production, and along with enhanced production capacity and lower costs, a 

new and sustainable industry emerged (Norway's Fisheries & Coastal History, 2016). Going into the 

1980s, sales and export increased rapidly for the entire industry, and the EU-region, the U.S, and 

Japan emerged as essential markets for Norwegian producers (Asche & Bjørndal, 2011). 

 

The rapid production growth in the 1980s led to increased disease outbreaks for the entire industry. At 

the same time, increased supply led to a fall in salmon price, and as a result, several companies 

experienced problems with profitability at the beginning of the 1990s. Combined with increased 

interest rates and credit cuts from Norwegian banks resulted in bankruptcies and further stagnation for 

the industry (Norway's Fisheries & Coastal History, 2016). Simultaneously, the Norwegian 

government removed a regulation that constrained companies to own only a limited number of 

licenses. The regulation led to a large extent of horizontal consolidations and a significant change in 

ownership structures from many small firms to fewer and larger companies as we can see today. 

(NOU, 1999). 

 

From the 1990s to 2012, the industry experienced an extended period of significant growth in harvest 

volumes. The production growth was the result of improvements in biotechnology, fish feed, 

vaccinations and production facilities (Asche & Bjørndal, 2011). In recent years, industry 

developments have been characterized by challenges in salmon lice and escaped salmon. The 

undesirable consequences on the environment led to a further restriction in licenses. Today, the 
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industry is focused on transformation and environmental issues to improve production capacity and to 

remain sustainable growth in the industry as a whole.  

 

5.1 The global salmon farming industry 
 

The early success of Norwegian salmon farming also encouraged production in other countries who 

had the appropriate environment. However, due to biological constraints such as the risk of diseases 

and seawater temperature, the global production of Atlantic salmon is limited to Norway, Chile, 

Canada, Feroe Island, UK North America and Tasmania (Marine Harvest, 2017b). The tendency has 

been that each of the production regions has different target markets for exports, with focus on 

exporting to nearby markets (Marine Harvest, 2018).  Figure 5.1 below illustrates the historical trends 

of the respective production areas and their export markets. 

 

Figure 5.1: Global trade flow of farmed Atlantic salmon 

 

Source: Marine Harvest 2017 

 

Chile has primarily exported salmon to the U.S, Latin America, Asia, Canada has focused on the U.S, 

and Scotland has prioritized domestic markets rather than exporting international (Marine Harvest, 

2017b). Lately, Chile has had significant challenges with aggressive lice outbreaks, which resulted in 

substantial reductions in exports to the US. In periods with low supply from Chile, new opportunities 

for other regions emerged, and Norwegian producers seized this opportunity and increased its export 

to the U.S (Marine Harvest, 2017b).  

 

Chile 

 

Analysts expect moderate growth in Chile in the coming years due to high salmon density in several 

regions (Marine Harvest, 2017b). The density is higher than in Norwegian regions, both when it comes 
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Source: Marine Harvest 

(2017b) 

to production per km coastline and production per km2 farming area. Higher density typically involves 

more biological challenges, and the government is interested in limiting growth in these areas. Most of 

the growth in Chile will come from farms located in a region which is underdeveloped due to the lack 

of infrastructure in this region and the fewer number of unused licenses indicating that growth from 

this region will take time (Marine Harvest, 2017b). However, in the first months of 2018, Chile’s total 

export increased by 33% y-o-y and a 29% increase in exports to the states (Ilaks, 2018).  

 

5.1.1 Export 

 

Norway is the world’s largest producer of salmon and stands for 1 million exported tons of salmon 

worth NOK 67 billion which is an increase of 5% y-o-y (Akvafakta, 2017).  

 

Norwegian salmon is typically exported without any secondary processing due to high cost of labor 

and tariffs (Asche & Bjørndal, 2011).  The top ten export markets for Norwegian produced salmon is 

Poland, Denmark, France, USA, UK, Netherlands, Spain, Sweden, Japan, Italy, and Poland. Denmark 

and the Netherlands are important markets for secondary processing and value-added-products 

(Norway's Seafood Council, 2018).  

 

There is a high demand for Norwegian salmon in Asia and is expected to grow as trade with China is 

normalizing after political issues in 2010. However, in recent years, Japan, Hong Kong, and South 

Korea have increased their imports of Norwegian salmon. There is also a great potential in other Asian 

countries, where Taiwan and Malaysia are expected to have significant growth potential (Norway's 

Seafood Council, 2016). 

 

5.2 Salmon production 
 

The salmon production cycle is an expensive process and can take up to three years (Marine Harvest, 

2017a). The process is a duplication of the natural process the wild salmon hatches in fresh water 

before the smoltification process allows them to live in seawater.  

 

Broodstock 

The production process starts with the carefully selected broodstock being stripped 

for eggs and artificially fertilized and placed in freshwater tanks. Two months after 

the insemination spawns hatches and once the fish start feeding they eat pallets and 

develop from fry to Parr.  
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Source: Source: Marine 

Harvest (2017b) 

 

Source: Marine Harvest 

(2017b) 

Source: Marine Harvest 

(2017b) 

Source: Marine Harvest 

(2017b) 

 

Parr to Smolt 

The Parr grows in on-shore freshwater tanks where they are fed and also 

vaccinated to ensure robustness through an improved resistance to common 

diseases (Marine Harvest, 2017a). Parr is referred to as smolt after it has 

undergone the smoltification process that enables it to survive in seawater 

(Marine Harvest, 2017b) The smolt is transferred from onshore operations to the 

sea farms nets in large tanks boats when have obtained the weight of 100-1000 

grams (Marine Harvest, 2017b)  

 

Farming - growth stage 

As soon as the smolt is released into seawater, it is named salmon. The salmons 

are kept in nets where it stays into optimal harvest size. Temperature, oxygen 

level, feeding, and light are critical factors that impact the salmon growth. The 

seawater process takes from around 14 to 24 months before it reaches its desired 

market weight of approximately 4-5kg. (Marine Harvest, 2017a).  

 

Harvesting and Value-added-products 

The harvest process starts with the primary process of slaughtering and guttering 

where most salmon in sold in gutted weight equivalent (GWE). Some fish goes to 

secondary processing in the form of filleting, smoking, or making ready meals 

known as value-added products (VAP) (Marine Harvest, 2017b).  

 

Sales and distribution 

The distribution segment requires knowledge in trading, slaughtering, and transportation. All segments 

are offered by independent suppliers and by integrated salmon producers as a part of the companies’ 

value chain. Farming companies have recognized the potential of integrating parts of the value chain 

instead of outsourcing to other companies 

 

5.2.1 Salmon production constraints and risk factors 

 

The salmon industry has experienced rapid growth, and therefore it opposes numerous risk factors. 

The government imposes regulations and routines on salmon producers to ensure a healthy product 

and to reduce environmental impact on the ecosystem. The regulations imposed on producers take 

account of sufficient water quality, size and quality of the nets, sufficient hygiene and daily 
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supervision. Further, feeding is required to be appropriate according to the species, fish age, stage, 

weight and physical need (The Norwegian food safety authority, 2016). Production plants are 

frequently exposed to harsh weather, salt water, waves and currents and needs to be maintained 

appropriately because damaged equipment can lead to the accidental escape of fish (Grieg Seafood, 

2018). Firstly, it is the risk of sea lice, illness and escaped salmon which are widespread concerns the 

industry is struggling with today. Also, the industry faces market risks in the form of price 

fluctuations, environmental issues, political factors and financial risks in the form of interest, currency 

risk and liquidity risk (Grieg Seafood, 2018). 

 

5.3 Licenses and maximum allowed biomass 
 

Licenses are issued by government authorities and control companies' production limits as well as total 

production for the entire industry. The purpose of the licenses is to control the production and put 

constraints on production volume for companies and the industry as a whole. At the end of 2017, 

Norway had issued 1015 licenses for salmon and trout in seawater (Directorate of fisheries, 2017). 

Each license allows the company to produce a set of "maximum allowed biomass" (MAB) at 780 tons, 

except Troms and Finnmark where one license allows production of 980 tons due to different sea 

temperature and other natural conditions (Marine Harvest, 2017b).   

 

5.3.1 Green licenses 

 

In 2017, the Norwegian government revised its aquaculture regulations with the intention to ensure 

sustainable growth of the industry. Possible future increase or reduction of MAB now depends on the 

level of sea lice in the area. If the ecological area satisfies the requirement for growth, the production 

may grow by a maximum of 6 % every two years (Marine Harvest, 2017a, p70). New "green licenses" 

has the purpose of reducing the environmental harm by limiting escape of fish and reduce the spread 

of lice. Hence, capacity growth and increased MAB is expected to grow mostly due to “green 

licenses” with the purpose to stimulate the use of environmentally friendly technology in production 

(Marine Harvest, 2017a). Green licenses are divided into three groups, A, B and C. To receive license 

class A or B; the applicants must provide a solution that provides 0.25 or less female lice per salmon 

with 3 or less medical treatments. In the group C, the requirement is 0.1 or less female lice with 3 or 

less medical treatments per production or significantly reduce its number of escaped salmon 

(Directorate of fisheries, 2017). The last distribution of green licenses was in 2013 when Grieg 

Seafood got approved for four new green licenses.  
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5.3.2 Traffic light system 

 

In November 2017, the Directorate of fisheries announced the first capacity increase based on the new 

traffic light system. The growth opportunity is given to where sea lice have little impact on the wild 

salmon population. Green light means that farmers in this area will be able to increase the capacity 

from 3% or 6% per year depending on biological risk in the farming area. Yellow light means no 

increase in capacity and red lights means that farmers must reduce capacity. The first round will give 

around 3% increased capacity in green areas, which should translate into 3% growth in 2018/2019 

(Directorate of fisheries, 2018). 

 

Figure 5.2: Overview of the Norwegian traffic light system 

 

 

Source: Department of Fisheries (2018) 

 

5.3.3 Development licenses 

 

Development licenses are allocated for free with the purpose to create incentives for fish farmers to 

develop new technology. Licenses may be awarded to prototype projects and later transformed into a 

commercial license if the project is successful. The license requires a thorough application explaining 

the new technology and how it can be a resource to improve the environmental difficulties in fish 

farming (Directorate of fisheries, 2017). Currently, six companies have been approved to initiate 

farming based on development licenses. The approved projects are based on improved technology and 

farms that are located "offshore" or in "closed farms" (Directorate of fisheries, 2017b). If the projects 

are successful, the licenses could be renewed into commercial licenses for NOK 10M (Marine 

Harvest, 2017a).   
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5.3.4 International farming authorizations 

 

To be eligible to operate farms in Scotland, companies need to get permissions from three institutions, 

which consider environmental concerns when deciding on MAB for each farm site. A permitted 

license production capacity varies between 100 tons to 2500 tons depending on location capacity and 

environmental concerns for each particular farm (Marine Harvest, 2017a). Salmon farming in British 

Columbia (BC) requires both a Provincial License and Federal License. Similarly to Scotland, MAB is 

specific to each farming facility and subject to environmental impact. Smaller farms in BC are usually 

licensed for 2200mt while larger facilities are typically licensed to produce 5500mt per cycle (Marine 

Harvest, 2017a) 

 

5.4 Salmon price 
 

The most important factor influencing companies in the salmon farming industry is the salmon spot 

price. The spot price is highly volatile and is affected by supply and demand of salmon. Several 

elements are affecting the amount of salmon supply. These include; smolt release, standing biomass, 

biological conditions, temperature, technology innovation, government regulations, and cost of 

production (Guttormsen, 2013). While economic growth, substitutes, and changes in consumer trends 

might have an impact on demand (Guttormsen, 2013)  

 

The salmon spot price has historically behaved in a cyclical pattern due to an increased harvest volume 

providing higher supply which is, all else equal, negatively correlated with salmon prices (Guttormsen, 

2013). The salmon price is in a cyclical pattern due to difficulties in adjusting to demand due to a long 

production cycle, which lags the time to market (Asche & Bjørndal, 2011). The cyclicality is 

exemplified by the fact that in periods with high prices it appears lucrative to increase production. 

Assuming no restrictions, this leads to higher or excessive supply and thus falling prices when the 

salmon reaches the market two or three years later. Hence, low salmon prices can then lead to a 

reduction in production and again a new period with reduced production and higher prices (Asche & 

Bjørndal, 2011). 
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Figure 5.3: Salmon spot price 

Source: Fish Pool (2018) 

 

Figure 5.3 displays FPI Oslo, i.e., the salmon spot price, which is a daily negotiated price between 

buyer and seller (Fish Pool, 2018). Trading of fresh salmon is challenging since the product shelf life 

is limited to three weeks. Thus the salmon need to be sold quickly (Marine Harvest, 2017b). This 

makes it a continuous risk for the farming industry as the lack of predictability makes it problematic to 

forecast revenue and investments over a longer time-horizon. However, it is possible to secure future 

delivery by using long-term forward contract (forwards) at Fish Pool, a regulated marketplace for 

trading in financial derivatives of seafood. Forwards are based on the fact a buyer a seller, with Fish 

Pool as intermediate, commits to a future salmon price and volume on an agreed upon delivery date 

(Fish Pool, 2018). 

 

Figure 5.4: Salmon forward prices from April 2018 

 

Source: Fish Pool (2018) 

 

5.5 Production costs structure 
 

The production cost of salmon farming varies between different locations since countries have various 

regulatory conditions (Marine Harvest, 2017b). A representative cost structure representing the critical 

drivers in the salmon farming industry is displayed in Table 5.1 below.  
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Table 5.1: Cost structure in the salmon industry 

 

Source: Marine Harvest (2017b)  

 

Despite minor differences in geographical production areas, feed makes up the largest proportion of 

the total production cost in all areas. The cost associated with smolt is the second largest cost, 

followed closely by primary processing. Key drivers in production cost will be elaborated further in 

section 10.4 

 

5.6 Business cycle 
 

The production cycle in combination with supply and demand effects creates a cyclical pattern for the 

salmon industry (Asche & Trond, 2011). As we described in the section above, it takes between 24 

and 40 months from the production starts to the fish is harvested. A cyclical industry is often described 

by increased production when prices are high, which results in excess supply, unavoidably leading to a 

drop in prices and lower margins. This pattern is expected to be repeated and thus the cyclical 

fluctuations (Asche & Trond, 2011). In Figure 5.5, the salmon spot price, the peer EBITA margin and 

EBIT/KG is displayed together in a graph with the intention to illustrate how the EBIDTA margin 

consequently fluctuates in-line with the spot price movements from 2011 to 2018.  

 

Cost category Norway 

(NOK)

Canada     

(CAD)

Scotland 

(GBP)

Chile        

(USD)

Norway 

(%)

Canada 

(%)

Scotland 

(%)

Chile 

(%)

Feed     1.520            244           156       196 45% 42% 39% 35%

Primary processing        276              47             29         50 8% 8% 7% 9%

Smolt        291              58             42         67 9% 10% 11% 12%

Salary        200              51             22         25 6% 9% 6% 4%

Maintenance        118              21             16         23 4% 4% 4% 4%

Well boat        106              18             19         26 3% 3% 5% 5%

Depreciation        100              25             19         23 3% 4% 5% 4%

Sales & Marketing          30                1               4           2 1% 0% 1% 0%

Mortality          71              -               12           3 2% 0% 3% 1%

Other        636            111             81       144 19% 19% 20% 26%

Total* 3.349 577 400 558 100% 100% 100% 100%
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Figure 5.5: Salmon spot price, EBITDA margin, EBIT / KG 

 

Source: Annual reports; GSF, SALM, MHG, LSG; own creation 

 

6 Company overview 
 

6.1 Grieg group 
 

Grieg seafood was founded in 1998 as a part of Grieg Group. First as Grieg Insurance AS, and later in 

1989 changed to Grieg Trade AS. The company was not established as a salmon company before 

1992, and then as a salmon trading company. In 1996, the Group decided to define a strategy for a 

fully integrated Seafood company from egg to market. From 1996 to 2002 the company developed 

into a major exporter of frozen fish to the Japanese and German market. In 2001, Grieg Seafood 

established it division in Canada by purchasing Tertnes Trading AS, owner of Scandic Ltd Canada. In 

2006 Grieg Seafood acquired Volden Group AS who was one of the leading companies in Finnmark. 

February 2007 was the beginning of GSF’s expansion inside Canada by purchasing the Canadian 

Target Marine Aquaculture Ltd. In April 2007 Grieg agreed to buy all stocks of Hjaltland Seafarms 

As.  The company went public in June 2007.   

 

6.2 Grieg Seafood ASA 
 

Grieg Seafood ASA (GSF) is an integrated Norwegian seafood company with its core business in 

Atlantic salmon farming, processing, and sales. GSF has been listed on the Oslo Stock Exchange 

(OSE) since 2007 and trading at NOK 86.00 per share with a current market capitalization of MNOK 

9,602 (19.04.2018), and 111,662,000 shares outstanding. GSF possess a total of 84 farming licenses 

and five licenses for smolt production, a total of 47 of the licenses are for farming in Norway, 17 

licenses for Shetland, and 20 farming licenses license in British Columbia (Grieg Seafood, 2018). The 

head office is located in Bergen, Norway and they have operations located in Finnmark and Rogaland 

in Norway, British Columbia (BC) and Shetland Scotland UK (Grieg Seafood, 2018). In 2017, GSF 
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had a production utilization of 62.579 out of a capacity of 100.000 gutted weight tons (GWT) making 

them the world fifth-biggest producer of farmed salmon. 

 

GSF supplies its customer through Ocean Quality (OQ), which is a sales distribution company 60 

percent owned by Grieg Seafood ASA and 40 percent by Bremnes Fryseri AS. The head office is 

located in Bergen, with divisional sales offices established in Shetland and British Columbia which 

sell all of GSF’s produced salmon in its respective regions (Grieg Seafood, 2016).  

 

The Grieg family is the largest owner with Per Grieg jr. and closely related family controlling 52.59% 

of the shares, while the private investor Ole Morten Halvorsen owns 4.63 % and the remaining 

shareholders are institutional investors who combined holds 69.01% of the company.  

 

Figure 6.1: Grieg Seafood ASA group structure 

 

Source: Grieg Seafood (2018) 

 

6.2.1 Grieg Seafood regions 

 

GSF farming operations are separated into four regional areas within the Grieg Seafood Group ASA: 

Grieg Seafood Rogaland AS (Norway), Grieg Seafood Finnmark (Norway), Grieg Seafood British 

Columbia Ltd (Canada) and Grieg Seafood Shetland (Shetland/UK). GSF owns 60% of the sales 

company Ocean Quality (OQ). Figure 6.2 shows harvested volumes in the different regions.  

 

6.2.1.1 Rogaland  

 

The company is a result of several acquisitions of smaller farming companies throughout the year and 

have 102 employees divided into four division (Grieg Seafood, 2018). The value chain is integrated 
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from roe to harvest. Rogaland is exposed to PD (Pancreas disease), AGD and other biological 

challenges which have forced GSF to invest in equipment to improve biological safety to increase 

utilization and meet future challenges. Rogaland has the second largest production in the group with 

close to 18,000 ton GWE and EBIT/kg at NOK 21,7/kg being GSFs most profitable production area in 

2017 (Grieg Seafood, 2018). 

 

6.2.1.2 Finnmark 

 

This regional division has 162 employees, including a processing plant which process all harvested 

salmon produced in this region. The group is in the process to expand the region’s smolt capacity and 

entered into a cooperation with Norwegian Royal Salmon to increase production of smolt with 1200 

tons (Grieg Seafood, 2018). The division discovered ISA (Infectious salmon anemia) in late 2016 and 

reduced the 2017 harvesting volume with 3000 tons (Grieg Seafood, 2018). Also, the company 

recently achieved four green licenses. Finnmark has the most extensive production within the group 

with more than 22,000-ton GWE produced in 2017 and EBIT/kg at NOK 15.4/kg being the second 

most profitable division (Grieg Seafood, 2018).  

 

6.2.1.3 Shetland 

 

The company owns and operates farms on both the west coast and east coast of Shetland as well as the 

west coast of Scotland (Grieg Seafood, 2016). GSF’s Shetland division has 166 employees divided 

into three divisions in hatcheries, sea farming, and processing. The region faces challenges with high 

sea lice and algae levels. To keep the lice at the lowest possible level, GSF incurred high treatment 

costs to hold lice and algae at an acceptable level, which is a problem for the entire aquaculture 

industry in the region (Grieg Seafood, 2018). The Shetland division produced close to 12,000 ton 

GWE and delivered an EBIT/kg at NOK 5,7/kg being the least profitable division at GSF in 2017 

(Grieg Seafood, 2018). 

 

6.2.1.4 British Columbia (BC) 

 

The company operates farms on both the west and east coast of Vancouver Island and has a total of 

105 employees (Grieg Seafood, 2018). GSF BC developed the brand Skuna Bay Salmon, a salmon 

brand targeting branding in the premium category. The Canadian production facilities proximity to 

U.S market is an advantage as the main part of sales consists of fresh fish (Grieg Seafood, 2016). In 
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2017, British Columbia division produced 9600-ton GWE and EBIT/kg at NOK 12,5/kg making them 

the smallest production region and the second least profitable (Grieg Seafood, 2018).  

 

6.2.1.5 Ocean Quality AS 

 

The sales company Ocean Quality handles all sales and marketing for Grieg Seafood Group. OQ is 

owned by Grieg Seafood (60%) and Bremnes Fryseri AS (40%). The company has its head office 

located in Bergen, Norway. OQ has sales offices in all GSF’s production countries; Shetland, Canada, 

and Norway (Grieg Seafood, 2016). The company started its sales operations in Shetland in 2014, and 

in Canada in 2015. OQ is fully consolidated in GSF as of 2014. (Grieg Seafood, 2015). In February 

2018 two employees were dismissed after it was found that the company had exported PD diseased 

fish to China (Berge, 2018). As a result, the Norwegian Food Safety Authority decided that they are 

excluding OQ from exporting to China by providing documents incorrect information regarding PD 

infected salmon (Oslo Bors, 2018).  

 

Figure 6.2: Harvested GWT and categorized by regional production 

Source: Grieg Seafood (2018, 2017, 2016, 2015, 2014, 2013, 2012) 

 

6.2.2 Grieg Seafood’s value chain 

 

GSF owns three licenses for broodstock and is self-sufficient of eggs in this region. The other three 

areas lack broodstock facilities and are dependent on external suppliers for fertile eggs. Thus, all 

production regions have in-house spawning facilities, which arrange for control over the value chain 

from an early stage (Grieg seafood, 2016b). Therefore, all divisions except BC are self-sufficient of 

smolt production (Grieg Seafood, 2016). The BC division purchases a portion of the smolt from 

external companies to mitigate risk in case of biological issues in their smolt production (Grieg 

Seafood, 2016). GSF handles the sea farming process from broodstock to smolt while the sales 

processing is organized through Ocean Quality. GSF currently depends on external suppliers for fish 

feed. 
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Table 6.1:  Grieg Seafood's value chain 

 

Source: Grieg Seafood (2018); Own creation 

 

6.2.3 Group management 

 

GSF previous CEO over ten years resigned from the position in October 2014 after GSF reported a 

challenging Q3 quarter (Grieg Seafood, 2015). The new CEO Andreas Kvame was hired in early in 

2015 and has substantial experience from the aquaculture industry. GSF did additional changes in 

2014 when they added the Chief Operating Officer position to the company structure. The 

management group is responsible for strategy, operation and risk management and the management 

performance is annually reviewed by the board (Grieg Seafood, 2016).  

 

Figure 6.3: Grieg Seafood ASA - Management structure 

 

Source: Grieg Seafood (2018)  

 

Chief Executive Officer  

Andreas Kvame is educated in aquaculture and business and started his career at GSF in June 2015. 

Previous to GSF he came from Marine Harvest Group (MHG) where he had 17 years of experiences 

as an executive where he had responsibilities within sale, logistics, processing and integration (Grieg 

Seafood, 2018b). He also worked with the integration of Stolt Seafarms, Panfish, Fjord Seafood and 

MHG (Grieg seafood, 2017).  

 

Chief Financial Officer  

Atle Harald Sandtorv has been the CFO in GSF since 2009 and has prior CFO experience from 

positions in a subsea company Bennex and the Norwegian transportation company Tide. He spent 13 
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years working for Tide in a period with strong growth and structural change. He is educated from the 

Norwegian School of Economics 

 

Chief Operating Officer - Farming 

Knut Utheim started as COO in April 2014. He has been working in the aquaculture industry since 

1990 in both Stolt Sea farm (1990-2005) and Marine Harvest (2005-2014). He served as a regional 

director for Central-Norway. He has a Dh-candidate in aquaculture from San Francisco University 

(Grieg Seafood, 2016).  

 

Board of Directors  

Grieg Seafood’s board consists of 5 members. The Chairman of the board is Per Grieg Jr, majority 

shareholder and has been actively involved in leading position since the founding in 1992 (Grieg, 

2018b).  Per Grieg jr. has previously acted as chairman and CEO. We observe that Per Grieg jr, which 

is the largest owner, a previous executive, and a board member is expected to hold considerable 

influence and control of the board. 

 

6.3 Share price development 
 

Figure 6.4: GSF share price development 

 

Source: own creation, Yahoo Finance (2018) 

 

Post GSF’s IPO in 2007, the company was affected by diseases, biological challenges, as well as the 

2008 financial crises which effected the company with a significant currency loss (Grieg Seafood, 

2008). In November 2010 GSF strengthened its distribution by establishing Ocean Quality AS in 

cooperation with Bremnes Seashore AS. The downturn in 2011 is caused by significant growth in 

0%

50%

100%

150%

200%

250%

300%

350%

400%

450%

Grieg Seafood Spot Price



 

 

Page | 23  

 

supply–side, resulting in low spot prices. Furthermore, it also reflects Grieg Seafood's difficulties in 

utilizing its farming licenses full capacity (Grieg Seafood, 2012). However, GSF faced substantial 

problems in its Canada and Shetland division due to algae and lice problems. In 2011, the U.S market 

experienced a sharp increase in supply growth from Chile which resulted in low spot prices (Grieg 

Seafood, 2012). The period from 2012-2014 the average market price for salmon increased with NOK 

10 that positively affected GSFs’ share prices. In 2014, GSF did some structural changes in its 

management and hired a new CEO (Grieg Seafood, 2015). From mid-2015 we can see that the salmon 

spot price increased sharply and GSF’s stock price following the same pattern. This illustrates GSF’s 

share price is highly sensitive to the salmon spot price and moves in the same pattern.  

 

6.4 Peer group 
 

To benchmark and evaluate GSF performance in the aquaculture industry, we have evaluated Marine 

Harvest, SalMar, and Lerøy Seafood to serve as an appropriate benchmark in our analysis. In our 

evaluation criteria, we looked at similarities in operations, location, value chain, and harvest volume. 

The peer analysis is beneficial and provides insight regarding information of performance establishing 

a foundation for evaluating GSF performance.  

 

The result of historical consolidations has led the top five producers in each region to count for a 

significant proportion of total produced salmon. The peer group is all among the top five producers in 

Norway. The table below shows top five producers in its respective countries.  

 

Figure 6.5: Top five producers (2016) in GWE 

 

Source: Own creation and Marine Harvest 

 

In the assessment of peers, we have decided that the peer group will consist of Marine Harvest, Lerøy 

Seafood, and Salmar. 

 Norway H.Q. U.K H.Q. North America H.Q. Chile H.Q.

Marine Harvest 236000 Marine Harvest 45000 Cooke Aquaculture 56000 Salmones 

Multiexport

50000

Lerøy Seafood 115700 Scottish Seafarms 28000 Marine Harvest 43300 Mitsubishi 40000

Salmar 115600 The Scottish Salmon 24300 Mitsubishi 21000 Empresas 39000

Mitsubishi 60000 Cooke Aquaculture 21000 Northern Harvest 14500 Marine Harvest 36900

Grieg Seafood 40500 Grieg Seafood 13500 Grieg Seafood 10700 Pesquera Los 36000

Top 5  567800 Top 5  131800 Top 5  145500 Top 5  201900

Total 1054000 Total 141700 Total 148100 Total 454000

% of total 54% % of total 93,0% % of total 98% % of total 44%
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6.4.1 Marine Harvest (MHG) 

 

Marine Harvest is the largest fish farming company with approximately 12,717 employees and 

produced 370 346 ton of salmon GWE in 2017 (Marine Harvest, 2018). The company has a presence 

in 24 countries and has structured its operations in three divisions: Feed, farming, sales and marketing 

(Marine Harvest, 2018). Farming operations are located in Norway, Scotland, Canada, Chile Ireland 

and the Faroe Ireland. The group is fully integrated and control its entire value chain from feed to 

finished value-added products. Marine Harvest is listed on Oslo stock exchange with a market cap at 

84.6 BNOK (19.04.2018). The two largest shareholders are Gerivan Trading Co Ltd with 17.7% and 

are owned and controlled by John Fredriksen. The second largest is the Norwegian Government 

Pension Fund with 8.2% (Marine Harvest, 2017).  

 

6.4.2 Lerøy Seafood Group (LSG) 

 

Lerøy Seafood Group has over 3500 employees. It is the second largest fish farming company with 

157 768 GWT produced in 2017. LSG is one of the leading exporters and has a high focus on VAP 

and distribution of a broad range. The company’s market cap is 30.9 BNOK (19.04.2018). The largest 

owner is Austevoll Seafood with 52.7% ownership. Again, the second largest investor is the 

Norwegian Government Pension Fund with 4.9% (Marine Harvest, 2017b).   

 

6.4.3 Salmar (SALM) 

 

Salmar group has 1200 employees in altogether five countries. The group’s total harvested volume 

ended at 135.200 tons in 2017, which is slightly increase from the preceding year (Salmar, 2017). The 

company’s market cap is 41.0 BNOK (19.04.2018). Salmar group control its value chain from 

broodstock, roe, and smolt to value-added products and sales (Salmar, 2018). The Group operates with 

68 licenses in Northern Norway (Troms and Finnmark) and with 32 licenses in Central Norway 

(Trøndelag and Nordmøre) with a total of 100 production licenses (Salmar, 2018). Furthermore, the 

group owns 50% share in Scottish sea Farms Ltd providing 14 000 tons and a 34% share in Arnarlax 

Hf providing 1400 tons (Salmar, 2016). The company’s sales revenue is based on export to Asia 

(20%), USA and Canada (16.5%), Europe excl. Norway (45.6%) and Norway (16.5%) (Salmar, 2018). 

The group’s largest shareholders with 53.4% indirect ownership are Gustav Witzøe Jr., son of the 

founder Gustav Witzøe. The second largest owner is the Norwegian Government Pension Fund with 

6.08% (Salmar, 2018).  
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Figure 6.6: Share price (GSF), and peers (SALM, MHG, LSG) 

Source: Yahoo finance (2018a, 2018b, 2018c, 2018d) 

 

Figure 6.6 illustrates the development in share price for GSF and peer group.  

 

7 Financial analysis 
 

7.1 Accounting quality 
 

When undertaking a financial statement analysis of a company is it essential to consider the quality of 

the reported numbers in their quarterly and annual reports. There have been multiple events in the past 

where companies have manipulated their financial reports to give regulators and equity- and debt 

holders the impression of looking healthier than they are (Petersen & Plenborg, 2012). Petersen and 

Plenborg (2012) categorize recurring items of higher quality than transitory/special items. This paper 

has considered this when analyzing and reformulating the financial statements of GSF and the peer 

group. 

 

When analyzing financial statements, it is essential to examine accounting flexibilities. Petersen and 

Plenborg (2012) discuss that there are under some circumstances where accounting number are more 

prone to be biased. Some of these circumstances are where: transaction intervals are over a longer 

period, when the complexity of transactions is high, e.g., derivatives, managers freedom to choose 

methods by management is high, accounting standards are complex, and there is a high degree of 

personal discretion of standards (Petersen & Plenborg, 2012). Complex transactions have we 

categorized as not an issue in the salmon farming industry because most products are traded at market 

prices, and derivatives are rarely traded on a large scale. Inventory (especially biological assets) and 

depreciation can be depreciated differently and adjusted to fair value separately to give the impression 

of healthier operations. Nevertheless, since accounting standard is identical across the industry 
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together with independent audits, we believe that the accounting quality of the financial statement is 

satisfactory.  

 

7.2 Adjustments to financial statement 
 

Financial statements for both GSF and peers’ have been prepared in accordance with International 

Financial Reporting Standard (IFRS).  One of the drawbacks of the IFRS for analysts is that this 

standard does not categorize between financial and operating items in the balance sheet nor the income 

statement. Therefore, it is crucial for practitioners to reformulate both balance sheet and income 

statement to be able to calculate performance (Petersen & Plenborg, 2012). The reason for 

distinguishing between operations and financial items comes from the idea that value creation stems 

from operations and not financial activity (Petersen & Plenborg, 2012). Both GSF’s and its peers’ 

financial statements have been reformulated to differentiate operational items from financial items and 

can be found in Appendix 1-4. Furthermore, financial statements for GSF and the peer group have 

been reformulated, and items have classified according to Petersen and Plenborg’s (2012) suggestions. 

The income statement is reformulated to classify operational items from the financial items, and 

operational items have been assigned to core operation while financial items are non-core operations. 

Earnings that comes from core operations are key performance measures independent of how it is 

financed (Petersen & Plenborg, 2012). It is essential to reformulate the balance sheet too; this is done 

to match the analytical items in the income statement (Petersen & Plenborg, 2012). Some of the items 

in the income statement and balance sheet are not discussed below in section 7.2, because these are 

relatively explanatory themselves.  

 

The following section will provide explanation and argumentation of items that need the justification 

of their classification. We have decided not to comment on GSF’s peers reformulate financial 

statement items because these items are similar to GSF’s financial statement items. We find it 

therefore only necessary to provide the reader with a general description for the peer groups. 

Furthermore, there may be some deviations in the item names between the companies analyzed.  

 

 

 

 

 

 



 

 

Page | 27  

 

7.2.1 Reformulating income statement: 

 

The following items have been eliminated from operating result  

 

Other gains/losses  

This post consists of sales of shares and operating equipment, as well as foreign currency and forward 

contracts recognized at fair value which makes it difficult to forecast and is disregarded in core 

operations. Furthermore, other gains and losses have been relatively insignificant regarding absolute 

value.  

 

Other income  

The post mainly relates to the settlement of insurance and other services not directly related to the 

operation, hence not part of core operations (Grieg Seafood, 2018).  

 

Reversals/impairment losses property, plant, and equipment: 

GSF test intangible assets to evaluate if the value of the intangible assets are realistic or to see if any 

indications of impairment or reversal exist. Licenses with definite useful lives are tested for 

impairment only if there are indications of a decline in value (Grieg Seafood, 2018). Since these 

changes are not regularly adjusted and problematic to predict in the future, we have chosen to discard 

them from core operation.  

 

Fair value adjustment of biological assets:  

Despite being a recurring post in the income statement, fair value adjustments fluctuate severely from 

year to year and is challenging to forecast appropriately. The intention behind fair value adjustment is 

to value the live fish stock and according to growth stage. Hence, all live fish shall be measured at fair 

value. However, large fluctuations in salmon spot price makes forecasting difficult. Consequently, fair 

value adjustments are excluded from core operations. 

  

7.2.2 Balance sheet adjustments 

 

Biological Assets 

Biological assets include inventories of broodstock, smolt and live fish held for harvesting purposes 

(Grieg Seafood, 2018). The nature of salmon makes it difficult to estimate fair value because of the 

variations in physical condition and size of each salmon (Grieg Seafood, 2018). For accounting 

purposes is the salmon measured in (biomass), emphasizing that the salmon is held for harvest at 
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approximately 4.5KG. Hence, in a fish farming company, this is unquestionably an essential part of 

core operating activities.  

 

Investment in associated companies 

All associated companies under this post are included in GSF’s value chain and part of core operations 

in salmon farming. This is also according to reclassifying balance sheet posts to match the income 

statement, which is explained in the introduction of this section.   

 

Cash and cash equivalents 

Cash and cash equivalents are considered as excess cash, which can be used to reduce debt, buy back 

own shares or be paid out as dividend without affecting core operations (Petersen & Plenborg 2012). 

However, the post might include cash necessary in daily operations, and thus, separated into excess 

and operating cash in the balance sheet (Petersen & Plenborg 2012). Moreover, this is not the case in 

GSF’s balance sheet, and separation of the two is therefore impossible based on publicly available 

information from the annual report. Furthermore, cash deposited in a bank account is interest bearing, 

and thus a contribution to a reduction of interest-bearing debt. We have therefore decided to classify 

this line of item as financial.  

 

Deferred tax assets & liabilities 

Deferred tax items are a nominal sum calculated based on temporarily variances between accounting 

and tax values. Deferred tax assets related to an allowable deficit, which is recognized in the balance 

sheet according to the level of expectations to be set against future taxable profits (Grieg Seafood. 

2018). Deferred tax liabilities are subject to uncertainty due to amount and timing of settlement since 

it depends on the company’s future investments and the uncertainty of tax rate at the given period 

(Petersen & Plenborg, 2012). In theory, when a company constantly invests in perpetuity, the deferred 

tax may never be settled (Petersen & Plenborg, 2012).  

 

Tax payable  

The post arises because the company comes short regarding payments on tax on the account during the 

financial year (Petersen & Plenborg, 2012). The post-tax payables contain no uncertainty regarding 

settlements, and hence, we treat this post according to Petersen & Plenborg (2012) suggestion to 

include it in core operations.   
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7.3 Profitability analysis  
 

In this section, we will look at the historical performance of Grieg Seafood’s profitability and compare 

its performance to the peer group. Companies’ historical profitability is a central part of defining the 

future expectations (Petersen and Plenborg, 2012). We have calculated profitability ratios based on the 

analytical income statement and balance sheet described in section 7.2. The profitability analysis is 

structured after the Du Pont model according to Petersen and Plenborg (2012), see appendix 10. 

 

Firstly, we will look at the EBITDA margin and the underlying events that have affected both GSF’s 

and the peer group’s historic operational performance. The assessment will comment extensively on 

yearly events affecting both GSF and peer group’s performance.   

 

Secondly, the analysis will focus on return capital employed (ROIC) which measures return on the 

companies’ invested capital. We decompose the ROIC into (1) profit margin, and (2) turnover rate to 

describe the critical drivers of ROIC. The ROIC will also be compared to GSF’s WACC to evaluate 

further if the company provided an excess return for the company in the form of economic value 

added (EVA). To decompose the profit margin will we use a common-size analysis to explain 

industry-specific value drivers. The profitability analysis will be seen in comparison to peers.  

 

Lastly, to measure the profitability from an ownership perspective, we will look at return on equity 

(ROE) taking operating and financial leverage into account.  

 

7.3.1 EBITDA Margin  

 

The EBITDA margin is calculated based on operating income from the analytical balance sheet which 

provides a clean representation of core operations to GSF and peers. In section 5.6, we displayed how 

the cyclicality of the industry fluctuates in-line with the salmon spot price and how the peer group’s 

EBITDA margin tends to move in-line with the spot price.  

 

The EBITDA margins fluctuate cyclically for all companies over the analyzed period. The essentials 

to take from Figure 7.1 is the differences in operational efficiency among the salmon producers. The 

margin indicates that SalMar is the most efficient in terms turning smolt into revenue. In contrast, GSF 

has performed worst in all years except for 2013. To gain some insight on both the peer group and 

GSF’s operational performance, we will provide an analysis that looks beyond the cyclical tendencies 
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to discuss value drivers from both external and internal factors, which affect performance for all 

companies.  

 

Figure 7.1: GSF and peer group EBITDA margin 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

In 2012, the industry experienced a drop in salmon spot prices due to an increase in the global supply 

of 22%. This led to a brief imbalance between supply and demand, which made spot prices to fall. 

However, demand for salmon had never been higher at that time (Marine Harvest, 2013). Even though 

spot prices fell, the peer group performed significantly better than GSF because of higher harvest 

volumes and increasing sales of VAP (Marine Harvest, 2012; SalMar 2012). It may seem that peers’ 

VAP efforts have made EBITDA margin less sensitive to a drop in spot prices.  2012 was a 

challenging year for GSF, and from Figure 7.2 below, is it evident that Rogaland was the only division 

that delivered positive results. The reason for Finnmark’s poor performance was the temporary closing 

of the Russian market due to parasites found in Norwegian salmon harvested in Finnmark (Grieg 

Seafood, 2013). Also, GSF’s Shetland division struggled with outbreaks of sea lice and the BC 

division experienced furunculosis disease that led to high mortality. Additionally, lagged prices in the 

American market resulted in even lower profitability for BC, as they fell below production cost (Grieg 

Seafood, 2013).   

 

2013 can be summarized with record high spot prices, as strong demand continued throughout the year 

and supply experienced a record low growth due to sea-lice, AGD and other biological challenges, 

especially in Norwegian production facilities (Grieg Seafood, 2014; Lerøy, 2014). We can see that 

GSF significantly improved performance compared to the peer group. This is not because the peer 

group performed poorly, as peer companies reported record high harvest volumes, but a result of 

GSF’s turnaround operations in Shetland and BC (Grieg Seafood, 2014; SalMar; 2014; Marine 

Harvest, 2014). Shetland significantly reduced sea lice levels with a new de-licing method proven 
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successful in Norway at that time. The BC division implemented external smolt supply to ensure 

backup from after the 2012 furunculosis crises (Grieg Seafood, 2014).  

 

In 2014, spot prices continued to increase and remained high most of the year, except for a small dip 

in prices at the year-end due to trade barriers with Russia. The peer group remained reasonably 

profitably. GSF reported PD outbreaks in Rogaland which resulted in lower harvest volumes and 

higher costs. Due to the furunculosis disease in 2012 were BC harvest volumes in 2014 affected 

negatively. Also, algae blooms during the summer led to increased mortality of 500 tons (Grieg 

Seafood, 2015). Nevertheless, some of the negative impacts were offset by increased harvest volume 

in Shetland.  

 

In 2015, global supply increased by 4 % and prices were negatively affected in America. This was due 

to additional shipment of fresh and frozen salmon from Chile, harvested in 2014, and high volumes 

coming from Canada (Grieg Seafood, 2016). However, GSF and its peers reported reduced harvest 

volumes and higher costs due to biological issues (Grieg Seafood, 2016; SalMar; 2016; Marine 

Harvest, 2016; Lerøy, 2016). Even though harvest volumes decreased, high sales of secondarily 

processed salmon again favored an integrated value chain for LSG and MHG (Lerøy, 2016; Marine 

Harvest, 2016). GSF’s result was negatively affected by foreign operations, as Shetland incurred 

higher treatment costs and GSF’s BC division sold its remaining of frozen Coho salmon after the 

discontinued production in 2014, which affected operating result negatively (Grieg Seafood, 2015)  

 

In 2016, already high spot prices reached a substantial new level due to a decreased global supply of 

6% and increased global demand. Also, the weak NOK exchange rate, which was a result of the oil 

crisis, increased revenues. Consequently, the effects on the Norwegian market made it look more 

attractive than normal (SalMar, 2017). Furthermore, during 2016 fish feed prices increased partly due 

to a weak NOK, and treatment cost increased due to stronger regulatory regime (SalMar, 2017; Lerøy, 

2017; Marine Haverst, 2017). Both GSF and its peers experienced lower harvesting volumes in 2016 

due to biological issues facing the industry (Grieg Seafood, 2017; SalMar, 2017; Lerøy, 2017; Marine 

Haverst, 2017). For GSF’s case was increased harvest volume in both Rogaland and Finnmark offset 

by decreased volumes in BC and Shetland, which resulted in a small decrease y-o-y in harvest volume 

(Grieg Seafood, 2017).   

 

In 2017, sales revenue increase for both GSF and peer group. However, companies’ treatment of 

diseases led to different harvested volumes. For GSF, a skewed harvest plan for Finnmark resulted in 

only 75% of volumes harvested. Also, increased biological challenges compared to 2016 negatively 
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affected profitability (Grieg Seafood, 2017). SalMar and LSG managed to increase volumes, while 

MHG and GSF decreased their harvest volume (Grieg Seafood, 2018; SalMar, 2018; Lerøy, 2018; 

Marine Haverst, 2018). For SalMar, sales and processing business contributed positively to their 

profitability.  

 

Figure 7.2: Divisional EBIT margin 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

From the descriptions of the yearly events above is it evident that the salmon spot price together with 

biological issues are the most significant drivers affecting GSF’s operating performance and 

profitability. It can be concluded that GSF is highly sensitive to spot price fluctuations compared to 

the peer group; this seems to reap benefits in years with high spot prices, but result in poor 

performance when the spot price drops. The in-depth description of operational events described 

above will aid our profitability analysis going forward.  

 

7.3.2 Economic value added 

 

Return on invested capital (ROIC) is the overall profitability measure for operations. When conducting 

a valuation of a company, will a higher ROIC, ceteris paribus, result in higher enterprise value. Thus, 

creditors find higher returns more attractive, and companies may be able to acquire less expensive 

financing (Petersen & Plenborg, 2012). We will interpret ROIC levels over time and benchmark them 

against peers and the analyzed company’s WACC. We benchmark ROIC levels against peers to get an 

indication of changes in ROIC levels stems from either change in the industry or the company itself 

(Petersen & Plenborg, 2012).  

 

Figure 7.3 shows that Grieg Seafood’s ROIC underperformed compared to the peer-group average in 

all years, except for 2016. Furthermore, historical ROICs for both GSF and peer group seem to be very 

volatile during the analyzed period. This can be explained by the volatile salmon price, which is 

known to be an important value driver for salmon farming companies. The cyclicality is also in line 
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with deviations in the EBITDA margins analyzed in section 7.3.1. The reason for low ROIC levels in 

the years of 2011, 2012, 2013, and 2014 are due to relatively low salmon spot prices and poor 

utilization of production capacity for GSF. Furthermore, in 2015 it is evident that GSF’s ROIC is 

below zero, and this is a result of higher COGS and other operating costs, as discussed in section 7.3.1 

above. We can see that the ROIC development in the peer group tends to follow the same pattern 

displayed in the EBITDA margin, except for 2016 where EBIDTA margins are below average while 

ROIC is above average 

  

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

The level of ROIC can be compared with the company WACC to illustrate excess returns or economic 

value added, i.e., shareholder value (Petersen & Plenborg, 2012). Figure 7.4 below displays that GSF 

have had difficulties to provide significant returns above its WACC until 2016, except for 2013. In 

2013, GSF experienced a decrease in COGS, which is a result of their efforts of turnaround 

performance in their foreign regions. From 2016 and forwards ROIC has stayed above WACC and 

generated an excess return for the company. The reason behind satisfactory returns is due to record 

high salmon spot price in both years.  

 

From Figure 7.4 we see the ROIC compared to the company’s WACC. It is essential to understand 

that the companies’ value creation for its owners depends on the companies’ independent cost of 

capital. However, from the discussion above and with the assumption that all peers’ have identical 

WACCs, all peers outperform GSF in all periods except for 2016.  
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Figure 7.4: ROIC and WACC 

 

Source: Own calculations; GSF Annual reports 

 

Figure 7.5 illustrates GSF´s EVA which supports the turnaround period in 2016 when they started to 

create significant profitability from its core operations generating excess returns for both equity and 

debt holders.  

 

Figure 7.5: EVA GSF 

 

Source: Own calculations; GSF Annual reports 

 

Decomposition of ROIC  

 

The ROIC alone is not sufficient to explain whether EVA is driven by the improved relationship 

between revenue and expenses or if the capital utilization that has improved or worsen (Petersen & 

Plenborg, 2012). To explain this, we analyze both the profit margin and turnover rate since the 

company can improve ROIC by either more efficiently utilize its capital or by improving its profit 

margin (Petersen & Plenborg, 2012). 

 

7.3.2.1 Profit margin 

 

Figure 7.6 illustrates GSF’s and peers’ profit margin over the analyzed period. The figures support 

expectations made from the EBITDA margin that GSF will have a lower profitability ratio relative to 

its peer. Even though we have repeated the industry cyclicality throughout the paper, we will further 
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emphasize that the profit margin follows the same cyclicality in-line with spot prices. The reason for 

GSF’s underperformance relative to the peer average regarding returns is correlated with high costs of 

production. However, GSF experienced a significant improvement in 2016, but only to see a weaker 

margin in 2017. 

 

Figure 7.6: Profit margins for GSF and peer group 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

To get a better overview of GSF and peer groups’ profit margin is it favored to use relative numbers 

instead of absolute numbers. We have therefore decided to look at revenues, cost, and EBIT over 

harvested volume.  

 

Analysis of profit margin: Common Size analysis  

 

The previous section provided comments on how the profit margin has developed over time. The ratio 

is unclear in the description of why they have developed as they have (Petersen & Plenborg, 2012). 

The profit margin will be addressed more thoroughly through a common-size analysis which is based 

on the reformulated income statement. The common-size analysis typically benchmarks each line in 

the income statement to revenue (Petersen & Plenborg, 2012). However, it is common amongst 

analysts to benchmark profitability indicators against harvest volumes (Pareto, 2017; ABG, 2017; 

DNB Markets, 2017). The volatile spot price makes sales revenue a poor benchmark, and harvest 

volumes are used as a benchmark due to its industry-specific performance measure since harvest 

volume provides a more precise indication of the company performance relative to its input. 

 

-10,0%

0,0%

10,0%

20,0%

30,0%

2011 2012 2013 2014 2015 2016 2017

Average GSF SALM MHG LSG



 

 

Page | 36  

 

Figure 7.7: Common size: Sales / KG 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

From Figure 7.7, GSF operating revenue has gone up from 34.07 NOK per kg in 2011 to 112.2 in 

2017 giving CAGR of 21.98%. The peer group average went from NOK 46 to NOK 91 per kg 

providing a CAGR of 10.8% in revenue for the peers. From the figure, we can establish a general 

upward trend for GSF and all peer companies which indicate increased sales revenue per kg salmon 

sold. We can attribute this trend to the salmon spot price as we are familiar with the effect it has on the 

salmon farming industry. However, sales/KG within the peer group varies widely, and we can only 

assume that additional sales revenue is obtained through each company’s value chain, i.e., secondary 

processed VAP, sales distribution and brand value recognition resulting in premium sales per kg sold. 

In the period from 2011 to 2013 is GSF underperforming regarding sales/KG to its peers. However, in 

the period from 2014-2017 are GSF performing above the industry average, which is highly related to 

the consolidation of OQ in 2014 and higher salmon prices. 

 

Figure 7.8: Common size - Operating cost / KG 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 
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Over the analyzed period, GSF’s total operating costs grew from NOK 28.82 per kg to NOK 94.85 per 

kg giving a CAGR of 21.96% compared to a peer average of NOK 43 to NOK 58 per kg giving a peer 

CAGR of 5.11%. In general, higher operating costs have increased in line with increased salmon spot 

prices. This is due to higher fish feed costs and increasing biological issues.  

 

Operating costs per kg from 2011 to 2017 has increased due to multiple reasons. In 2012, were 

Shetland region struggling with biological challenges such as sea lice and amoebic gill disease (AGD) 

which led to increased treatment costs and high mortality rates (Grieg Seafood, 2013). 2013 can be 

summarized with record low growth in harvest volumes because of sea lice and AGD outbreaks in the 

Norwegian regions, which resulted in higher treatment costs and lower harvest volumes (Grieg 

Seafood, 2014). The increase in operating costs per kg in 2014 compared to 2013 can be explained by 

GSF’s consolidation OQ, PD outbreaks in Rogaland, and lagged effects from furunculosis diseases in 

BC. In 2015, did GSF and the peer group report reduced harvest volumes and higher cost due to 

biological issues, which resulted in increased operating costs per kg. 2016 was a year where fish feed 

prices and treatment cost increased. Treatment costs increased because of stronger regulatory regime 

(SalMar, 2016; Lerøy, 2016; Marine Haverst, 2016). Biological issues in 2016 resulted in lower 

harvest volumes for both GSF and the peer group (Grieg Seafood, 2016; SalMar, 2016; Lerøy, 2016; 

Marine Harvest, 2016). Lastly, differences in the efficiency of treating biological issues resulted in 

GSF surpassing its peers regarding operating costs per kg in 2017. LSG experienced reduced costs in 

2017 as they have seen a 97% decrease in number of accidental releases, and a reduction of 

approximately 30% in the average number of fully-grown sea lice per fish (Lerøy, 2018). It is worth 

taking note of GSF’s relatively high cost level in 2017 compared to peer average. 

 

Figure 7.9: EBIT / KG for GSF and peers 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

 

 

-10,00

 -

 10,00

 20,00

 30,00

2011 2012 2013 2014 2015 2016 2017

Peer average GSF SALM MHG LSG



 

 

Page | 38  

 

Summary of the profit margin:  

In conclusion, the analysis done above shows that the most significant drivers for GSF’s and peer 

group’s performance over the analyzed periods are salmon spot price, harvest volume, fish escape, and 

biological issues. It is evident that GSF is much more sensitive to changes in salmon price compared 

to its peers, and a possible explanation is VAP products. The analysis supports findings that GSF has a 

higher cost than its peers throughout the entire period. From the analysis is it evident that Lerøy is the 

most efficient regarding EBIT/KG, with Salmar following close. However, Salmar is the industry 

leader regarding EBITDA margin. It is also evident that GSF improved significantly after 2015. 

 

7.3.2.2 The turnover rate  

 

Turnover rate expresses a company’s ability to utilize invested capital. A turnover rate explains how 

many days a company has tied up invested capital, or how much is generated in sales per Euro/NOK 

invested in operations (Petersen & Plenborg, 2012). The farming industry is categorized as being very 

capital intensive, as a result of a prolonged production cycle, market conditions and external factors 

affecting the production process (Marine Harvest, 2018)   

 

Figure 7.10 displays how GSF’s turnover ratio changes from an underperformance compared to its 

peers to a peer leader in 2014 and going forward. The turnover rate increased sharply in 2014 as their 

subsidiary Ocean Quality was consolidated into GSF’s financial statements, generating a substantial 

increase in sales revenue and hence a higher turnover ratio. The consolidation increased revenue but 

did not affect the profit margin accordingly since increased revenue offsets increased operating costs. 

In the analyzed period has GSF’s utilization of capital increased in all periods except for 2017 where 

GSF’s increased their debt while decreased their cash and cash equivalents (Grieg Seafood, 2018). 

From the peer group, Salmar turnover ratio has the highest historical variations decreasing from 1.37 

in 2012 to 0.82 in 2017.  

 

Figure 7.10: Turnover rate for GSF and peers 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 
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In conclusion, GSF has done a turnaround regarding turnover ratio, from being an industry loser in 

2011 to an industry leader in 2017. It is worth mentioning that GSF’s increase in turnover rate is due 

to the consolidation of OQ in 2014.  

 

7.3.3 Decomposing ROE 

 

Different from ROIC, which estimates the profitability of the whole company, does ROE estimate 

profitability from owners’ viewpoint, by dividing NOPAT by the average value of equity (Petersen & 

Plenborg, 2012). ROE is determined by how a company structures its capital to finance projects. A 

company that finances projects through debt and can get a higher return on its invested capital 

compared to what it pays after-tax interest rate will be able to increase its ROIC through debt 

(Damodaran, 2012). We will, therefore, decompose ROE into FGEAR and spread. 

 

7.3.3.1 FGEAR 

 

FGEAR is calculated by dividing net interest-bearing debt (NIBD) by the average book value of 

equity (Damodaran, 2012).  

 

Table 7.1: FGEAR for GSF and peers 

 

Source: Annual reports for all companies, own creation 

 

Table 7.1, illustrates that FGEAR decreased substantially from 2015 and onwards. For GSF has 

FGEAR fluctuated from 2011 to 2015 but remained stable at 0.51 and 0.55 in 2016 and 2017 

respectively. In 2012 was an unsecured bond loan of NOK 400m issued to finance a high level of 

investment which increased FGEAR compared to 2011 (Grieg Seafood, 2013). Furthermore, in 2013 

was group equity increased while interest-bearing debt was reduced compared to previous year (Grieg 

Seafood, 2014). In 2014, did GSF make investments which increased interest bearing-debt, but GSF’s 

equity also increased which resulted in lower FGEAR (Grieg Seafood, 2015). In 2015, was the ratio 

increased mainly due to increased factoring liabilities (Grieg Seafood, 2016). In 2016, FGEAR 

Year 2011 2012 2013 2014 2015 2016 2017

GSF 0,8 0,98 0,85 0,78 0,88 0,51 0,55

SALM 1,2 1,06 0,44 0,45 0,51 0,4 0,17

MHG 0,55 0,48 0,49 0,15 0,75 0,78 0,46

LSG 0,27 0,39 0,33 0,26 0,32 0,32 0,17

Average 0,67 0,64 0,42 0,29 0,53 0,5 0,27
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decreased because of steady cash flow through 2016 and no drawdown of the credit facility (Grieg 

Seafood, 2017). The reason for increased interest-bearing debt in 2017 is due to reduced earning and 

build-up of biomass (Grieg Seafood, 2018).  

 

In sum, the general trend in the industry is to reduce debt and increase equity, i.e., finance projects 

with equity instead of debt. SALM has decreased its FGEAR the most, and GSF has still higher 

FGEAR compared to its peers.  

 

7.3.3.2 Spread 

 

Spread is calculated by deducting net borrowing costs from ROIC (Damodaran, 2012). When the 

spread is positive is a company able to increase shareholder value through debt financing.  

 

Table 7.2: Spread for GSF and peers 

 

Source: Annual reports; Own calculations  

 

GSF’s spread over the analyzed period has been relatively unstable, ranging from -12.1% in 2012 to 

12,1% in 2017. This is not uncommon compared to its peers if one excludes Salmar. MHG and LSG 

have all had negative and positive spread over the analyzed period; it is only Salmar that has had 

positive spread over the whole period. Furthermore, GSF has had lower spread than the peer average 

in all periods except for 2013 and 2017.   

 

Net borrowing cost (NBC) is calculated by dividing net financial expenses by the average book value 

of net interest-bearing debt (Damodaran, 2012).  

 

Year / Company 2011 2012 2013 2014 2015 2016 2017

GSF 0,1% -11,6% 0,8% 0,3% -7,2% 12,8% 9,9%

SALM 18,7% 5,8% 11,0% 16,0% 13,7% 19,8% 13,0%

MHG 6,8% -5,2% 0,2% 3,7% 3,2% 11,2% 16,9%

LSG 0,0% -2,0% 6,2% 3,1% 2,9% 9,7% 6,2%

Avg. 8,5% -0,5% 5,8% 7,6% 6,6% 13,6% 12,0%
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Table 7.3: NBC for GSF and peers 

 

Source: Annual reports; Own calculations 

 

From Table 7.3 is it possible to see how GSF’s NBC has varied through the years, this is because 

interest rates change in accordance to whether or not GSF has been in full compliance with initial loan 

terms throughout the year (Grieg Seafood, 2014).  

 

7.3.3.3 ROE 

 

From Figure 7.11 below one can see that GSF has varied a lot over the years and even been negative 

in 2012 and 2015. 

 

Figure 7.11: ROE for GSF and peers compared to Re for GSF 

Source: Annual reports; own creation 

 

By using the required rate of return on equity, calculated in section 11.5, and comparing GSF ROE is 

it evident that GSF has had satisfactory returns in all periods except for 2011, 2012 and 2015. From 

Figure 7.11 is it also appears that all the analyzed companies follow a similar trend and that Salmar 

outperforms GSF, MHG, and LSG. GSF’s average ROE over the analyzed period was 10.5%. 

 

7.3.4 Industry-specific measure  

 

Figure 7.12 shows the most commonly used valuation metric for valuation purposes for the salmon 

farming industry (Strand 2014). The enterprise value mirrors GSF’s operating performance with a 

Year / Company 2011 2012 2013 2014 2015 2016 2017

GSF 3,7% 6,4% 6,6% 5,8% 6,4% 6,0% 3,1%

SALM 3,7% 5,5% 9,5% 5,4% 3,8% 4,5% 7,9%

MHG 6,3% 7,1% 9,2% 4,7% 3,5% 3,1% 4,7%

LSG 7,7% 5,7% 5,5% 6,2% 4,6% 4,3% 8,0%

Avg. 5,9% 6,1% 8,1% 5,4% 4,0% 4,0% 6,8%
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discount compared to its peers. GSF has traded below its entire peer group in the entire period. The 

pricing is in line with the profitability performance compared to peers in the analysis above.   

 

Figure 7.12: EV / KG for GSF and peers 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports  

 

7.3.5 Summary of profitability analysis 

 

After decomposing ROIC and ROE and the respective profitability ratios; EBITDA margin, profit 

margin, turnover rate and industry-specific measures in search for underlying value drivers we decided 

to cluster some of the essential elements that affected both changes in revenue and operating cost.  

 

Table 7.4: Profitability value drivers 

  

Economical value drivers Industry value drivers GSF specific value drivers 

 Change in demand and 

supply of salmon  

 Political; trade conflicts 

E.g. China and Russia   

 Growth in GDP 

 Increasing health trends 

 Exchange rates  

 the salmon price in 

NOK/kg is highly 

sensitive to EURNOK 

 Raw material prices, 

i.e., fish feed 

ingredients 

 Environmental 

regulations, E.g. traffic 

light system 

 Spot price 

 Change in demand and 

supply of salmon  

 Political; trade conflicts E.g. 

China and Russia   

 Growth in GDP 

 Increasing health trends 

 Exchange rates  

 the salmon price in NOK/kg 

is highly sensitive to 

EURNOK 

 Raw material prices, i.e., fish 

feed ingredients 

 Environmental regulations, 

E.g. traffic light system 

 

 Highly sensitive to 

salmon prices due to high 

operational and financial 

leverage 

 

 Upside potential within 

better utilization of 

existing licenses 

 

 Generally high cost and 

frequently spread of 

diseases 

 

Source: own creation 
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7.4 Risk Analysis  
 

In the following section, we will conduct a risk analysis on both short- and long-term liquidity. In 

doing so, we can analyze companies’ competence in meeting future commitments. An essential factor 

affecting liquidity is the company's capability to generate positive net cash flow in both short- and 

long-term. The liquidity risk is a critical input when evaluating a company’s credit score since a low 

credit score can potentially result in a higher cost of debt, and subsequently leading to increased 

financial expenses (Petersen & Plenborg, 2012). 

 

7.4.1 Short-term ratios 

 

When measuring short-term liquidity risk, we will look at current ratio, quick ratio, and liquidity 

cycle. These ratios measure a company’s ability to meet short-term obligations, which are related to 

current operations. The current ratio explains the likelihood that current assets will cover the cost of 

current liabilities in case of liquidation, a value less than one is unsatisfactory (Petersen & Plenborg, 

2012).  

 

Figure 7.13: Current ratio for GSF and peers 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports  

 

Figure 7.13 display the current ratio for the peer group, which fluctuates between 2.65 and 3.3 

throughout the entire period. The current ratio industry average is currently at 2.74 where GSF is at 

2.5. GSF has historically been below the industry average but steadily improved over the analyzed 

period. GSF current ratio has increased from 1.59 in 2011 to 2.5 in 2017 and is now close to the peer 

group average. SALM’s peak in 2013 is due to increased cash and bank deposits from the sale of 

shares in Bakkafrost AS (SalMar, 2014). All the analyzed companies have current ratios above one 
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over the period and therefore show little signs of liquidity risk regarding the current ratio (Petersen & 

Plenborg, 2012). 

 

The quick ratio is a modified version of the current ratio only excluding the impact of inventory. 

Inventory is excluded because in a case of bankruptcy will the company only receive a discounted 

market price of the inventory. The ratio is perceived to be a relatively conservative indicator of short-

term liquidity risk since it only includes the most liquid assets (Petersen & Plenborg, 2012).   

 

Figure 7.14: Quick ratio for GSF and peers 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

We can see from Figure 7.14 that LSG has the highest ratio among peers in all years, except 2013, 

indicating that LSG can cover more current liabilities than rest of the peer group. GSF’s quick ratio 

development has been similar to the current ratio. However, in 2016 did they manage to perform 

above the peer average, demonstrating that less of GSF’s current assets now comes from inventory, 

but mostly from increased receivables representing future cash flow. 

 

7.4.1.1 Liquidity Cycle 

 

The liquidity cycle analyzes how many days it takes to convert working capital to cash. This is done 

by looking at inventory and receivables as cash consuming while accounts payable generates cash, and 

a short cycle is valued higher (Petersen & Plenborg, 2012). Liquidity cycle is calculated following 

formula provided by Petersen & Plenborg (2012): 
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It has proven challenging to calculate purchases for each company; we have therefore decided to use 

the cost of goods sold as a proxy for purchases.  

 

Figure 7.15: Days accounts receivables outstanding for GSF and peers 

 

Source: GSF, SALM, MHG, LSG Annual reports 

 

Accounts receivables are preferred to be received as soon as possible. Hence, a low number of day’s 

accounts receivables outstanding is preferred. From Figure 7.15 is it evident that GSF is the industry 

leader until the consolidation with OQ in 2014. From 2014 and onwards are GSF starting to perform 

worse. Salmar has improved most, from being industry loser to an industry leader in 2017.  

 

Figure 7.16: Days accounts payables outstanding for GSF and peers 

 

Source: GSF, SALM, MHG, LSG Annual reports 

 

Accounts payables are preferred to be paid as late as possible. Hence, a high number of day’s accounts 

payable outstanding is preferred (Petersen & Plenborg, 2012). From Figure 7.16 the peer group day’s 

payable outstanding generally increases over the period. Contrastingly, GSF’s days outstanding are 

decreasing. MHG and SALM have improved days outstanding considerably throughout the analyzed 

period, and in 2017, has MHG almost twice as many days account payables outstanding as compared 

to GSF.  
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Figure 7.17: Days inventory in hand for GSF and peers 

 

Source: GSF, SALM, MHG, LSG Annual reports 

 

Figure 7.17 shows that GSF has historically underperformed compared to its peers regarding having 

higher days inventory at hand. However, the trend is shifting for GSF, which after the consolidation in 

2014 has performed close to the peer average. The industry leader is LSG with an average of 184 days 

inventory in hand. A lower value of days inventory in hand is preferred because it suggests that the 

company can convert inventory to sales in shorter time. 

 

Figure 7.18: Liquidity cycle for GSF and peers 

Source: GSF, SALM, MHG, LSG Annual reports 

 

Figure 7.18 shows that GSF is performing well above its peers in the earlier period, for so to turn it to 

worse and perform below peer average from 2015 and onwards. LSG is the top performer over the 

period, with MHG following closely. This can be expected as LSG is also the top performer regarding 

quick ratio, which is an indication that they can generate cash faster than its competitors because of 

low inventories. The high liquidity cycle for GSF in 2011-2013 is supported by the low quick ratio 

during the same period. It is also worth mentioning that GSF’s liquidity cycle is drastically changing 

after the consolidation of OQ.  
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7.4.2 Long-term ratios 

 

7.4.2.1 Solvency ratio 

 

The following section will analyze how well companies can meet future principal and interest 

payments (Damodaran, 2012). We will focus on two long-term ratios, namely interest coverage ratio 

and solvency ratio. Ceteris paribus, a low value of the solvency ratio is an indication of high long-term 

liquidity risk (Petersen & Plenborg, 2012). From Figure 7.19 we can see that the industry average 

remains above 0.6 throughout the entire analyzed period. SalMar has increased its solvency ratio the 

most over the period, while LSG and MHG have made smaller improvements to their solvency ratios. 

LSG is the best performer in the industry, while GSF is currently the worst performer. GSF has had an 

upward trend since 2015, which is a result of increased equity. GSF performance is below peer 

average throughout the whole period.  

 

Figure 7.19: Solvency ratio for GSF and peers 

 

Source: GSF, SALM, MHG, LSG Annual reports 

 

7.4.2.2 Interest coverage ratio 

 

The interest coverage ratio measures the company´s ability to generate operating profit that covers its 

net financial expenses. A higher ratio represents a lower long-term liquidity risk (Petersen & Plenborg, 

2012). 
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Figure 7.20: Interest coverage ratio for GSF and peers 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

Figure 7.20 illustrates relative stable development in the period from 2011 to 2015. The ratio interest 

coverage ratio spikes for Salmar in 2015, and for GSF in 2016. Salmar’s interest coverage ratio 

reaches 112 due to record high operating profit and low net financial expenses in 2016, caused by 

favorable changes in the classification of foreign exchanges effects linked to sales (Salmar, 2016). 

However, the ratio sharply declined in 2017 due to an adverse impact on sales in foreign currency 

(Salmar, 2018). As discussed in section 8.3.2, income from foreign operations are denoted in its 

respective currency which is CAD/USD and GBP which impose a currency risk which in turn is 

hedged against volatility (Grieg Seafood, 2017). Furthermore, favorable currency effects affect GSF’s 

growth in turnover ratio in 2017, as interest rate swaps offset net financial expenses (Grieg Seafood, 

2017). The 2014 oil crises weakened the Norwegian krone and made export from Norway being 

rewarding due to favorable exchange rates compared to Euro and U.S dollar. Salmon producers have 

gained on both a higher exchange rate and a lower interest rate. Currently, interest rates are at an all-

time low, which positively affects the entire industry as low-interest rates and has resulted in lower net 

financial expenses. Lastly, GSF has significantly improved its performance from being one of the low 

performers in 2016 to be a top performer in 2017. 

 

7.4.2.3 NIBD/EBITDA  

 

The ratio analyses long-term liquidity risk by evaluating the amount of time (years) it takes to repay 

the debt if NIBD and EBIT are held constant over the period (Petersen & Plenborg, 2012). In GSF 

covenants with Nordea and DNB is it stated that NIBD/EBITDA cannot reach higher levels of 5 if 

their book equity ratio is higher than 40%, and 4.5 when book equity ratio is 35% (Grieg Seafood, 

2016).  
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Figure 7.21: NIBD / EBITDA for GSF and peers 

 

Source: Own calculations; GSF, SALM, MHG, LSG Annual reports 

 

Figure 7.21 above indicates a highly volatile NIBD/EBITDA level for GSF. GSF had a negative 

operating result in 2012 making the NIBD/EBITDA ratio inapplicable and thus removed from Figure 

6.19. The industry average is significantly less volatile with its 1.90 and 0.62 since 2013 while GSF is 

highly volatile compared to the peer group. The high level indicates periods where GSF has had 

limited opportunities to utilizing its credit line according to loan terms. GSF had higher 

NIBD/EBITDA than 5 in both 2012 and 2015, but GSF was able to negotiate an extension of their 

covenants in both periods.  

 

7.4.3 Summary risk analysis  

 

The interpretation of the analysis above indicates GSF’s short-term liquidity risk to be relatively low. 

All short-term ratios have improved compared to peer average in recent years. We have established 

GSF’s sensitivity to changes in spot prices. Historically, has GSF liquidity risk been higher in periods 

with low salmon prices, which resulted in increased long-term liquidity risk. However, the current 

trend seems to provide a positive outlook on the liquidity risk for GSF and the industry in general. We 

find GSF’s liquidity to be moderately low going forward. 

 

7.5 Synthetic credit rating  
 

The analysis above of short-term and long-term liquidity risk summarized into a synthetic rating that 

provides an overview of the company´s probability of default risk. We have combined Damodaran 

(2012) categorizing of rating classes with Knivsflå (2016) propositions to adjust synthetic rating to the 

Norwegian market. Table 7.5 below shows the adjusted credit rating table and GSF’s credit rating. 

Four of the calculated ratios in the analysis above create the fundamental for the synthetic rating where 

we establish GSF credit risk. The synthetic rating is expressed as letters to grant the company a certain 
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credit risk. This will affect the company’s credit risk premium, and consequently the company’s cost 

of capital.  

 

Table 7.5: Credit rating 

Source: Knivsflå (2016)  

 

Based on the calculated ratios and limit values in the analysis above of short-term and long-term 

liquidity risk summarized into a synthetic rating that provides an overview of the company´s 

probability of default risk. We have combined Damodaran (2012) categorizing of rating classes with 

Knivsflå (2016) propositions to adjust synthetic rating to the Norwegian market. Table 7.5 above 

shows the adjusted credit rating table and GSF’s credit rating. Four of the calculated ratios in the 

analysis above create the fundamental for the synthetic rating where we establish GSF credit risk. The 

synthetic rating is expressed as letters to grant the company a certain probability of default. This will 

affect the company’s credit risk premium, and consequently the company’s cost of capital.   

 

The analysis above of short-term and long-term liquidity risk summarized into a synthetic rating that 

provides an overview of the company´s probability of default risk. We have combined Damodaran 

(2012) categorizing of rating classes with Knivsflå (2016) propositions to adjust synthetic rating to the 

Norwegian market. Table 7.5 below shows the adjusted credit rating table and GSF’s credit rating. 

Four of the calculated ratios in the analysis above create the fundamental for the synthetic rating where 

we establish GSF credit risk. The synthetic rating is expressed as letters to grant the company a certain 

credit risk. This will affect the company’s credit risk premium, and consequently the company’s cost 

of capital. 

 

AAA AA A BBB BB B CCC

Current ratio 

Median 11,6 6,2 3 1,7 1,2 0,9 0,6

Limit 8,9 4,6 2,35 1,45 1,05 0,75 0,55

Equity / NIBD + Equity 

Median 94% 85% 66% 44% 32% 22% 13%

Limit 89,5% 75,5% 55,0% 38,0% 27,0% 17,5% 10,5%

NIBD/EBITDA

Median 0,4 0,9 1,5 2,2 3,1 5,5 8,6

Limit 0,6 1,2 1,8 2,55 4,3 7,1 10,1

EBIT   

Median 38,5% 30,1% 20,1% 13,1% 10,3% 7,5% 4,7%

Limit 4,3% 25,1% 16,6% 11,7% 7,9% 6,1% 3,3%
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Table 7.6, illustrates an estimation of GSF’s synthetic rating is estimated. This estimation is based on 

the ratios in the individual fiscal years and as an average of the analyzed period. Since cyclicality and 

salmon prices influence liquidity, we have chosen to weight periods equally.  

 

Table 7.6: Credit rating for GSF 

 

Source: Own creation, Knivsflå (2016) 

 

With the information analyzed do we consider the appropriate synthetic rating for GSF over the 

period is BBB.  

  

8 Strategic analysis:  
 

8.1 VRIO analysis 
 

By using Barney’s VRIO framework, one can assess companies’ competitive advantages by looking at 

companies’ value chain and their resources. In the value chain, we look at four different empirical 

indicators of value, imitability, rareness, and substitutability (Jurevicius, 2013). This framework 

produces an internal analysis of the company and is useful to use when assessing firms’ weaknesses 

and strengths of their resources. Firms’ internal resources can be classified into three categories: 

organizational capital, physical capital/asset, and human capital (Jurevicius, 2013). When analyzing 

GSF, we focus on physical capital and consider organizational and human resources as supplementary.   

 

Figure 8.1: GSF's value chain 

 

Source: Own creation 

 

Year 2011 2012 2013 2014 2015 2016 2017 Average Median

Current ratio 1,59 1,81 2,24 2,30 2,34 2,50 2,50 2,18 2,30

BBB BBB BBB BBB BBB A A BBB BBB

Equity / NIBD + Equity 53% 49% 57% 58% 53% 70% 65% 58% 0,57

BBB BBB A A BBB A A A A

NIBD/EBITDA 4,5 0,0 3,2 3,9 8,4 1,1 1,6 3,25 3,20

B - BB BB CCC AA AA BB BB

EBIT   14% 19% 21% 16% 3% 41% 30% 21% 0,19

BBB A A BBB CCC AAA AA A A

Avearge rating BBB BBB

Broodstock & eggs Hatcheries Smolt Farming Fish feed Processing Sales Distribution
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8.1.1 Smolt and eggs production 

 

In GSF’s value chain are smolt and egg production the first step. GSF has decided to vertically 

integrate eggs production in all regions, except for BC. However, it is not uncommon to use external 

suppliers, and the major suppliers of eggs regarding quantities are Fanad Fisheries Ltd, Salmmobreed 

AS, Lakeland, and Aquagen AS (Marine Harvest, 2017b). In the following paragraph, we will focus 

mainly on smolt production and give an evaluation of GSF’s strategic initiatives taken to reduce costs 

and improve smolt production. All of GSF’s farming regions are self-supplied post-smolt, and thereby 

not reliant on external suppliers for the process (Grieg seafood, 2016). 

 

In 2007, GSF invested heavily into to a new strategy which will reduce the use of fresh water in their 

smolt facilities. This new fresh water system was able to use only 0.1 - 1% of fresh water compared to 

traditional flow-through systems (Grieg Seafood, n.d.). This system reduced costs related to heating 

water and is less reliant on the supply of fresh water. Furthermore, by introducing the fresh water 

system was GSF able to keep the salmon longer on land even after smoltification (pre-smolt). As a 

result, reduced the risk of fish escaping and sea lice, because the fish spends less time in the ocean 

(Grieg Seafood, 2016). However, investment in smolt facilities and technology to enhance the quality 

of smolt has not yielded the expected success from GSF. In our financial analysis, we illustrated that 

GSF’s EBITDA margin was underperforming in periods with high mortality of smolt. E.g., in 2012 

and 2014 were years with high furunculosis outbreaks in the hatchery, which led to the high 

destruction of smolt stocks (Grieg Seafood, 2013; Grieg Seafood, 2015). Due to historical difficulties 

in the production of smolt in BC did GSF decide to make an agreement with an external supplier to 

safeguard itself against future uncertainties. This will, on the other hand, lead to higher operational 

costs in BC (Grieg Seafood, 2018). However, this is a strategic initiative taken by GSF to improve 

harvest volumes in BC, which has been struggling in the past. It is worth mentioning that GSF is not 

the only one using the freshwater method, as it has been an on-going trend in the industry (Marine 

Harvest, 2015). 

 

To address GSF’s problem with the production of smolt and smolt mortality have GSF initiated 

specific strategies. For example, at the end of 2017 did GSF complete their expansion of smolt 

capacity from 500 to 1300 tons and have co-invested with Bremnes Seashore and Vest-Havbruk, into a 

new smolt facility in Tytlandsvik. GSF has also decided to release the smolt into the ocean at the later 

stage to limit time in the sea. One of the implications of releasing larger-sized smolt into the ocean is 

that they are more robust which mitigate the risk of sea lice and mortality. 
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All in all, this paper believes that at this stage of the value chain GSF performs on under average, but 

due to the acquisition Tytlandsvik AS, we expect improvements in smolt production in coming years.   

 

8.1.2 Farming and harvesting 

 

Another important stage of GSF’s value chain is their efficiency regarding farming and harvesting 

volume. Harvest volume is another important value driver for the salmon farming industry, as it 

directly impacts sales revenue. This paper has decided measure efficiency by looking at how much 

GSF can yield per license compared to its peers. We examine GSF’s historical performance and 

compare it to its peers.  

 

In examining yield per license, we can comment on how efficient companies can capitalize on 

production inputs, i.e., transfer smolt into sales revenue. The figure below shows our findings.  

 

Figure 8.2: Yield per license for GSF 

 

Source: GSF, SALM, MHG, LSG Annual reports 

 

From the figure above, one can see that yield per license has fluctuated a lot in all regions over the 

analyzed period. Furthermore, the reason for the downward trend in Rogaland from 2012 to 2014 were 

challenges relating to cold winters and PD outbreaks. The reason for the sudden dip in 2015 for 

Finnmark is due to a fish escape incident, where 11.100 fish escaped. However, from 2015 and 

onwards have GSF managed to improve its operations. The industry average of yield per license for 

2016 was around 1100 tonnes GWE (Marine Harvest, 2018), which shows that GSF is performing 

below the industry average. Taking into considerations GSF’s peers, it is SALM that is the overall 

most efficient producer of salmon in Norway, yielding 1300 tonnes GWE per license (Salmar, 2018). 

2012 2013 2014 2015 2016 2017

Rogaland 962,4 754,4 638,9 761,8 1.020,4 953,2

Finnmark 836,7 961,5 945,4 695,8 818,7 845,6

Shetland 551,5 337,4 493,1 419,7 376,1 709,2

Canada, BC 646,5 320,9 298,0 650,5 510,2 457,1

Average 749,3 593,5 593,8 631,9 681,4 741,3
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From these numbers, it is evident that GSF has a utilization problem when it comes to harvesting and 

farming of salmon. These are problems GSF are aware off and has mentioned in their annual reports 

(Grieg seafood, 2018).  

 

Differences in MAB limits per license varies from country to country, and we not able to compare 

GSF’s performance to its peers in its overseas regions by using yield per license. However, we find it 

important comment on y-o-y developments in these regions. In our financial analysis, we brought 

forward the challenges facing BC regarding sea lice and furunculosis outbreaks. These issues are the 

main reason for fluctuating performances. Farming conditions in Shetland have been challenging due 

to the high density of sea lice. It is worth noting that the substantial increase in 2017 is not because of 

increased harvest volumes but the removal of the worst performing sites (Grieg Seafood, 2018). 

 

As we have discussed in earlier sections, are licenses restricted to their MAB. It is therefore important 

for salmon farming companies to invest in R&D projects which can improve operational efficiency. 

These R&D projects need to tackle fish escaping, control sea lice, and improve fish health (Grieg 

seafood, 2016). In 2016 did GSF invest into new surveillance systems that aim to improve the 

monitoring of algae and low oxygen levels in BC. Despite a reduction in harvest volumes in GSF’s BC 

division in 2017, have seawater production remained satisfactory according to standing biomass. 

Hence, improved performances in BC is a result of the new surveillance systems that monitor 

production and collects data to adjust feeding according to expected alga level (Grieg Seafood, 2018). 

In 2017, GSF’s Shetland division initiated the same technology aiming to improve the biological 

situation and at the end the year had close to historically low levels of sea lice (Grieg Seafood, 2018). 

Lastly, as consequence of GSF’s new strategic initiative to reduce sea lice have they decided to invest 

into a new smolt facility in Tytlandsvik, Norway to release larger-sized smolt (Grieg seafood, 2018).  

 

Overall, this paper believes that GSF is underperforming in yield per license compared to its peers. 

New investments in technology have had a positive effect on operational performances, and we expect 

it to continue into the future. 

 

8.1.3 Production & VAP 

 

In section 5, we explained that there are two types of processing, primary and secondary. GSF offers a 

variety of products consisting of whole filet salmon, VAP, ready-meals and modified atmosphere 

packaging (MAP) through OQ (Ocean Quality, 2018). In Canada, they have had success with a 

premium salmon brand, Skuna Bay Salmon, which is acclaimed to be of high-quality in North-
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America (Ocean Quality, 2018). Also, OQ takes care of marketing and sales for the brands Kvitsøy 

and Bømlo, which compared to prior years has increased, both in volume and margins (Grieg Seafood, 

2018). Furthermore, in important markets, there is an increasing demand for ASC certified products 

and products of high quality (Grieg Seafood, 2018).  

 

Even though GSF’s sales company have focused on product development are they still outperformed 

by its peers. Industry leaders such as Lerøy have positioned itself in markets such as Norway, Asia, 

and Europe with its strong brand recognition (Lerøy, 2018). Both Salmar and Marine Harvest has 

invested into modern facilities for processing and production of salmon. Both companies’ shows 

commitment to product innovation through their newly established department, respectively 

InnovaMar and Marine Harvest Consumer Products (Marine Harvest, 2018; Salmar, 2016). Even 

though, fresh whole salmon is still MHG most sold product are they experiencing an increasing 

demand for VAP products in Europe (Marine Harvest, 2018). Europe’s largest producer of salmon is 

MHG, and they are also the second largest producer of smoked salmon in the US (Marine Harvest, 

2018).  

 

Figure 8.3: Sales premium for GSF and peers 

 

Source: Annual reports for GSF, SALM, MHG, and LSG 

 

Sales premium, where operating revenue per kg is divided by average salmon price, is a common way 

to analyze companies’ competitive advantage regarding VAP and production (Marine Harvest, 

2017b). From the table above, is it clear that GSF sales premium is below its peers’ average. However, 

due to high exposure to spot prices are GSF performing above the industry average in times with 

extraordinary high prices. The high exposure to the spot price comes from fewer VAP products which 

mean that they sell more salmon at spot price rather than directly in the consumer market, which is 

subject to lagged prices (Pareto, 2017). This point towards the opportunity for GSF to increase their 

value chain through product development to capture additional revenue. It is also worth mentioning 

that OQ’s temporary export ban to China, due to falsified papers, may worsen OQ’s reputation in the 

future.  

 

Year 2011 2012 2013 2014 2015 2016 2017 Avg.

GSF 1,07     1,10    1,05    1,57      1,67   1,60    1,84    1,41    

Peers avg. 1,56     1,75    1,58    1,58      1,62   1,45    1,96    1,64    
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All in all, there is evidence suggesting that GSF is performing below average when it comes to 

production and VAP. GSF is focusing on selling primarily processed salmon at spot prices and with 

contracts which make them highly sensitive to changes in spot prices.  

 

 

8.1.4 Sales and distribution channels 

 

OQ has established sales companies in North-America and Shetland that both sell all salmon produced 

by GSF in the respective regions (Grieg Seafood, 2018). OQ sell all salmon in markets such as Asia, 

Europe, USA, and Canada, but the main market is Europe with 67% of the total sales in both 2016 and 

2017 (Grieg Seafood, 2018). OQ has provided a strong revenue growth since its establishment, 

growing from NOK 2 billion in 2011 to NOK 5.7 billion in 2017 (Grieg Seafood, 2018). By having 

established sales offices in both UK and Canada are OQ able to benefit from synergies through sales 

of salmon that origins from different regions in the respective markets (Grieg Seafood, 2018).  

 

It is not uncommon for salmon farming companies to have sales and distributions channels 

incorporated into the value chain to sell their harvested salmon. E.g., Salmar’s sales and distributions 

branch which handles all of SALM’s harvested salmon, except their joint venture with Lerøy in 

Finnmark, generated revenue of NOK 11 billion in 2017 (Salmar, 2018).  MHG’s sales and marketing 

company which has offices in Asia, Europe, and America had a sales revenue of NOK 130 billion in 

2017 (Marine Harvest, 2018). Lerøy’s sales and distribution team reported a sales revenue of NOK 18 

billion in 2017, and the company made investments in Havfisk and Lerøy Norway Seafoods to 

strengthen their position while the segment progress forward (Lerøy, 2018).  

 

Taking these into arguments into account we classify GSF’s outlook in sales and distribution as 

average. Furthermore, having a sales and distribution channel is not uncommon among existing 

players and therefore is OQ not a competitive advantage compared to its peers.  
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8.1.5 Summary of VRIO 

 

Figure 8.4: Summary of VRIO 

 

Source: Own creation 

 

8.1.6 Limitations of VRIO 

 

The VRIO framework has been criticized for being too static and does not discuss how resources 

develop over time (Henry, 2008). The salmon farming industry is changing continuously, and 

companies in this industry must adapt to dynamic environments. The framework has also been 

criticized for not dig into details, which makes it inadequate as the only framework used to analyze 

GSF and its environment (Henry, 2008). However, this paper believes it is an important framework 

used to understand possible competitive advantages GSF holds and to get an overview of the internal 

conditions GSF operates in. By combining the VRIO framework with the external frameworks 

discussed below, do we find it to give a good overview of the internal and external conditions that 

GSF operates in. Thus, combining these frameworks will form an important part of the SWOT-

analysis discussed below.  

 

8.2 Analysis of the competitive environment – Porter’s five forces 
 

After we have analyzed GSF’s internal resources will we now take a closer look at competitive 

environment which GSF operates in. We will utilize Porter’s five forces framework to understand the 

competitive forces that drive the Norwegian salmon farming industry’s profitability. This framework 

will also aid us anticipating the introduction of new market entrants which can influence competition 

among market players.    

 

 

 

Value chain Resource Value Rarity Imitable Substituability Performance Competitive implications Outlook

Production of eggs High Low Yes High Average Normal

Production of smolt High Low Yes High Average Normal

Fresh water facilities High Low Yes High Above average Advantage

Farming High Low Yes High Under average Disadvantage

Harvesting High Low Yes High Under average Disadvantage

VAP and 

production
Ocean Quality High Low Yes High Under average Normal / Disadvantage

Under average / 

Disadvantage

Sales and 

distribution 

channels

Ocean Quality High Low Yes High Average Normal Normal / Average

Production 

of eggs and 

smolt

Harvesting 

and farming

Normal / Average

Disadvantage / 

Under average
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8.2.1 Threat of entry  

 

Government-issued farming licenses strictly regulate salmon production. One cannot farm salmon 

without licenses. Hence, it limits the opportunity for new market entrants. These licenses also come 

with requirements regarding fish health and environmental factors that farmers need to comply with.  

 

In the salmon industry, there is strong evidence of economies of scale when it comes to utilizing 

farming sites and licenses. We mentioned in section 5 that the entire salmon industry has consolidated 

substantially during the past years. The industry handbook (2017) showed that the top ten companies 

in Norway and Chile stood for approximately 70 % of salmon production in its respective countries. In 

the UK and North America, the top five producers stood for 93% and 98% of produced salmon 

(Marine Harvest, 2017). The consolidations have changed the market structure significantly from 

previous years, as smaller players have been targeted for takeovers by bigger companies through 

M&A activities. 

 

The salmon industry has been characterized as a capital-intensive industry earlier in this thesis, and for 

new entrants to be able to compete with the existing companies, they need to invest into the farming 

industry with very large-scale production capacity. The capital intensity may put the new entrants at a 

cost disadvantage compared to existing players, and therefore we find it that there exists a supply-side 

economy of scale in this industry.  

 

One of the reason for the salmon industry being capital intensive is due to the long production cycle. 

Salmon producers may wait three years from the time eggs are released until fully sized salmon is 

sold. During this period companies are required to have a substantial amount of free capital, invest in 

new operating equipment and licenses. We can, therefore, conclude that companies are required to 

invest a lot of capital as a high barrier to entry.  

 

In the salmon farming industry, we find evidence of incumbency advantage, independent of size. This 

happens when companies possess a cost advantage that its competitors do not have. The existing 

companies can gain these advantages through superior access to raw materials, geographical location, 

well-established brand recognition, and patented technology (Porter, 2008). Also, the government 

policy makes it tedious to obtain a farming license, and the number of licenses distributed each year is 

limited. As we discussed above, the policy has made smaller farming companies with licenses subject 

to be targets of acquisition from larger salmon farming companies. Additionally, the licenses 

distributed by the local government also restricts production volumes and maximum allowed biomass 
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(MAB). As a result, one can argue that established firms have an incumbency advantage in the salmon 

farming industry.   

 

For market players to be able to compete, they need to have a functional distribution channel for their 

products. However, some companies may have unequal access to distribution channels, and this is the 

case in the salmon farming industry. Grieg Seafood’s distribution channel is Ocean Quality. GSF peers 

also have integrated distribution channels, and therefore it is not unique for GSF to have OQ. 

However, for new market entrants, it may prove difficult to establish distribution channels. As a result, 

this paper concludes that in the salmon farming industry there exists unequal access to distributions, 

which may hinder new entrants. 

 

As the above analysis has tried to explain, there exist high barriers to entry in the salmon farming 

industry, and thereby the possibility of new entrants is low. This paper believes that the three main 

contributors to high barriers are; supply-side economies of scale, incumbency advantage, distribution 

channels, and capital requirements.  

 

8.2.2 Supplier power 

 

The essential input factor in salmon production is fish feed. Hence, one of the most important 

suppliers for the salmon farming industry is the fish feed suppliers. For salmon farming producers, are 

fish feed one of the most crucial parts of the production, and there exists no commercialized 

substitution for fish feed in today’s market. The quality of fish food is a result of a combination of 

multiple of raw materials. Due to none existent of real substitutes of fish feed, producers of fish feed 

can raise prices at their disposal. Fish feed producers have opted to follow this strategy by operating 

on a cost-plus contract, which means that fish feed buyers tend to be exposed to changes in raw 

material prices (Marine Harvest, 2017b).  

 

The fish feed industry in Norway consists of three main players and have like the salmon farming 

industry experienced consolidation during the last decade (Marine Harvest, 2017b). Since 2008 there 

have existed mainly three fish feed producers; BioMar, Skretting, and EWOS. Marine Harvest has 

established an in-house fish feed production in 2014 which make them less reliable on fish feed 

producers than GSF and SALM. For customers of fish feed, there exists little to none switching costs 

between suppliers, however, since the industry is more consolidated than the salmon farming industry 

it makes the suppliers more powerful. The industry consolidation strengthens suppliers' power, but it 

gets dampened by low switching costs. We may expect in the future that the other fish farming 
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producers will follow in Marine Harvest’s footsteps and integrate fish feed production into their value 

chain. Increased integration of fish feed production will dampen fish feed suppliers’ power.  

 

Regarding suppliers’ power, this paper concludes that the suppliers are powerful at the moment, but 

this might change in the future.  

 

8.2.3 The power of buyers 

 

In the previous section we talked about powerful suppliers, the strict opposite of powerful suppliers 

are powerful buyers. Some of the tools powerful buyers can use to capture more value are to demand 

better service or quality, push prices down, or line industry players against each other (Porter, 2008). 

In the salmon industry products are fairly standardized. Even though consumers will have preferences 

for quality or brand, we expect consumers to be able to find a similar product on the market.   

 

In the business-to-business market, purchasers are fragmented as there exist more than four thousands 

of processing companies in the world. However, there are some larger buyers in the secondary 

processing (VAP) segment, and these are Marine Harvest, Young’s seafood, Icelandic group, Lerøy, 

Caldero, Royal Greenland, Labeyrie, and Deutche See (Marine Harvest, 2017b). A large secondary 

processing buyer group is an indication of low buyer power. The majority of salmon purchased today 

are still frozen and whole fresh salmon, with some exceptions of smoked salmon and filets. There exist 

multiple varieties of smoked salmon, but one can say that they are still fairly standardized (Marine 

Harvest, 2017b). It is worth mentioning that the VAP market has been growing and becoming more 

diversified during the past years, but it is still a small portion of the whole salmon product market. 

Therefore, this paper believes it is fair to say that the salmon market can be categorized as 

standardized. When products are fairly standardized, buyers will experience low switching costs 

between producers. According to Porter (2008), when switching costs are low, bargaining powers of 

buyers are high.  

 

With the above analysis, this paper concludes that purchasing power is relatively low because of a 

large number of buyers compared to suppliers. 

 

8.2.4 The threat of substitutes 

 

One of the main nutrition from salmon is protein, and in the world of animals there exist multiple 

species in where humans can get their protein intake. If a consumer can get the same or similar utility 

from another product, this can categorize as a substitute (Porter, 2008). Salmon substitutes consist of is 
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pork, beef, lamb, chicken and other seafood but are not limited to the mentioned alternatives (Marine 

Harvest, 2017b). Companies that operate in industries where other product can easily substitute their 

products will see their profits suffer. The ceiling of how much consumers are willing to pay depends 

on the level of substitutions and the price sensitivity of consumers. The threat of substitution is being 

determined by; low switching costs, and the trade off between price and product performance, or in 

this case price and nutrition (Porter, 2008).  

 

Figure 8.5: Price development in protein source substitutes 2008-2018 

 

Source: indexmundi (2018), own creation 

 

Figure 8.5, illustrates that salmon have been relatively more expensive than the other animal protein 

products. The salmon price has been the most volatile among the protein sources. Over the analyzed 

period, salmon prices have been higher than other animal proteins, except for a two-year period, where 

salmon was cheaper than lamb and beef for a short period. Furthermore, there are also low switching 

costs between these commodities as they are easily accessible in supermarkets. However, salmon is 

considered a valuable resource for omega-3 fatty acid, vitamin A and D, and minerals intake for 

consumers (Marine Harvest, 2017b). The nutrition level in the salmon depending on the quality of the 

salmon, which in term is dependent on the quality of fish feed. The quality of nutrition is what 

differentiates salmon from the other animals. Today’s society is becoming more and more focused on 

eating healthier, which speaks in favor of salmon.  

 

We see the nutritional advantage for salmons to speaks in favor of a low threat of substitute. 

Furthermore, as there are low switching costs for the consumer, the threat of substitution is increased.  
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8.2.5 Industry rivalry 

 

Some of the tools industry players can use against each other are price wars or product introduction. 

The intensity of the rivalry is increased if 1) barriers to exit is higher, 2) industry participants are 

highly committed to their business, 3) the growth in the industry is low, 4) there are many industry 

players and more or less equal in size and power (Porter, 2008). This paper will start with analyzing 

the intensity on which companies compete. 

 

In section 5 this paper discussed that the salmon farming industry had been increasingly consolidated 

during the past decade, and in the latest year has been dominated by few big companies. The industries 

in Chile and UK is even more consolidated (Marine Harvest, 2017b). Since 1994 the industry has 

experienced over 400% growth, which can be divided into annual growth of 9%. Due to biological 

constraints have the industry in the later year experienced slower growth, around 6%, and the expected 

growth in the coming years are expected to be around 3% (Marine Harvest, 2017b).  

 

Furthermore, the investment done by the companies in the salmon farming industry is highly specific 

for that industry and cannot be used for other purposes. Most of the salmon farming companies in 

Norway are family owned, which means that they are more likely committed to their business than 

investors (Marine Harvest, 2017b). Moreover, the fishing industry in Norway has been for a long time 

one of the major contributors to the Norwegian GDP.  

 

Regarding rivalry between industry players, this paper concludes it to be moderately high. 

Consolidation and good growth prospects contribute to increasing rivalry. Furthermore, high 

historical profitability and high exit barriers help to keep the intensity up.  

 

8.2.6 Summary 

 

Figure 8.6: Porter's five forces matrix 

 

Forces Low Moderate High 

Threat of new entrants X   

Threat of substitutes  X  

Bargaining power of suppliers   X 

Bargaining power of customers  X  

Internal rivalry   X 

 

Source: Own creation 
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8.2.7 Limitations of Porter’s Five Forces  

 

Porter’s Five Forces is framework used to analyze an industry’s attractiveness and profitability. It is, 

however, important to be aware of the limitations when using this framework. Some of the limitations 

pointed out are that the framework focuses mostly on value capturing rather than value creation 

(Porter, 2008). The framework ignores the possibility of creating profitability through continuous 

cooperation (Jacob and Lien, 2005). In the salmon farming industry does cooperation play an 

important role. E.g., collective actions taken to tackle environmental challenges may be beneficial for 

all industry players. Furthermore, Porter’s framework has been criticized for not taking into account 

the important role of government policies. According to Henry (2008) can governments play the sixth 

competitive force. In the salmon farming industry does government policies play a crucial role in 

companies’ future profitability due to the allocation of licenses. Lastly, Porter’s framework has been 

criticized for being too static in when analyzes industries, which are suitable for stable markets. The 

assumption is a weakness for the model, as most companies operate in dynamic markets (Henry, 

2008). E.g., in the salmon farming industry where a technological breakthrough is expected to change 

the traditional way of operating a salmon farm.  

 

Having considered these limitations, is it important to combine this framework with another analytical 

framework. This paper has decided to combine Porter’s framework with the PESTEL framework. The 

combination is often used for valuation purposes and help the thesis to get a broader picture of threats 

and opportunities in the external analysis of the industry. The main findings from these two 

frameworks will be applied in the SWOT-analysis. 

 

8.3 Analysis of the macro environment – PESTEL  
 

In the PESTEL we look at the macroeconomic factors affecting the salmon farming industry and Grieg 

Seafood. The PESTEL analysis provides a broad scope of competitive factors in the business 

environment.  

 

8.3.1 Political and legal factors  

 

Political and legal factors often involve laws, regulations and policy decisions made by the 

government that affects the industry (Henry, 2008, pp. 52-53). For the salmon farming industry, we 

will highlight the licensing system, trade conflicts, and the EEA agreement as, particularly important 

factors. These factors will directly affect both the salmon farming industry’s daily operations and 

future growth opportunities. 
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8.3.1.1 Licensing policy 

 

The salmon farming industry, as previously discussed, is heavily regulated through a licensing policy 

and MAB levels. Since these regulations have a substantial impact on salmon farming companies’ 

profitability and production capacity, companies are dependent on obtaining new licenses or increased 

capacity on existing licenses to ensure future growth opportunities. A key question arises on how the 

licensing system will affect the industry in the future. Today there is a broad consensus on how the 

industry’s growth potential is dependent on the ability to solve major environmental challenges, such 

as salmon lice and escaped farmed salmon (Marine Harvest, 2017b; Grieg Seafood, 2018). 

Companies’ ‘green’ technology and sustainable operations will be important factors in obtaining new 

licenses which will result in reduced biological issues and increased production capacity in the future. 

The Norwegian government has introduced a new system to regulate further growth, referred to as 

‘traffic light system’. This scheme will limit production growth to 3% in areas categorized as “green 

areas” and 6% in exceptional circumstances (Ministry of Trade, Industry, and Fisheries, 2015, 2018). 

Salmon production located in areas categorized as red areas is expected to have production restrictions 

until the ecological conditions are improved. The idea behind this system is to provide better 

predictability of the aquaculture business. In the past, when governments assigned new licenses, it 

often happened in uneven intervals and were based on different criteria at each allocation round. E.g., 

in 2002 were female applicants prioritized, while in 2012 smaller businesses were preferred (Ministry 

of Trade, Industry, and Fisheries, 2015). The new traffic light system has made the criteria’s behind 

the allocation process more precise and objective; the system has detailed requirements with regards to 

sea lice levels. In that way, farming companies can work towards criteria they need to fulfill to get 

approval for additional growth.  

 

The new license allocation scheme has established more predictability for each farming company. The 

predictability of the license distribution requirements has created an incentive for farming companies 

to initiate strategies which align strategies of growth and reduced environmental impacts closer. 

  

8.3.1.2 Trade conflicts 

 

Norwegian salmon industry is heavily reliant on trade agreements since most of the produced salmon 

is exported to the global market. During the 1990- and through 2000th-century were the Norwegian 

government accused by USA and EU for subsidizing Norwegian salmon production (Peterkin, 2004). 

More specifically, these accusations came primarily from Ireland and Scotland who suggested that 

Norwegian salmon farming companies dumped prices on salmon, which resulted in local farming 

companies to be outcompeted on price (Peterkin, 2004). Initially, these accusations led to high duties 
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on imported Norwegian salmon (Asche & Bjørndal, 2011). These tariffs have later been removed and 

as a consequence has opened up an important and lucrative market for Norwegian salmon exporters.  

 

The Norwegian salmon industry has also been exposed to trade boycotts from both China and Russia. 

The trade boycott from China was a result of political disagreement where Liu Xiaobo the Chinese 

dissident was given the Peace prize in 2010. In 2017, China decided to normalize the trade partnership 

with Norway, but there are still some trade restrictions which make the export of Norwegian salmon 

difficult (Ytreberg, 2018). Russia has been one of the most important markets for Norwegian salmon 

exports, and the decision to stop all import from Norway as a reaction to sanctions given by the UN 

following the invasion of Crimea led to a significant decrease in Norwegian salmon exports in 2014 

(NTB et al., 2014).  

 

Trade boycotts from both China and Russia demonstrate how vulnerable the Norwegian salmon is to 

political disagreements and shows what kind of threat trade conflicts and boycotts constitute for the 

industry. 

 

8.3.1.3 The EEA treaty 

 

The EU is the most important market for Norwegian salmon. For Norwegian salmon exporter, 

protocol 9 for trade and tariffs is of great importance. Fresh and frozen salmon is tariffed 2%, while 

for processed- and smoked salmon the tax is 5.5% and 13%, respectively (Kvistad, 2014). High tariffs 

on Norwegian salmon and high labor costs have resulted that processing of salmon is preferred in the 

EU rather than in Norway by Norwegian salmon farming companies.  

 

EU and Canada signed a free trade agreement in late 2016, named CETA, but the agreement did not 

come into force until late 2017 (Wolff, 2016). The CETA removes 98% of all toll barriers between 

Canada and the EU and is expected to increase trade between these two countries by 20% (Finans.dk, 

2017). A new and modernized trade agreement between EU and Chile is under negotiation and started 

in November 2017 (European Commision, 2018). Both Canada and Chile are significant competitors 

to the Norwegian salmon industry on the global export market for salmon, and a zero duty on 

Canadian and Chilean salmon will be of great threat to Norwegian salmon. The EEA agreement 

between EU and Norway has remained unchanged since 2014 and is not up to renegotiation until 2021 

(Ministry of foreign affairs, 2015). If the terms are renegotiated unfavorably for the Norwegian 

industry, it could weaken Norwegian companies’ competitiveness in the European market. The terms 

are therefore crucial for Norwegian companies because as mentioned earlier, the European market is 
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largest and most important export market for Norwegian salmon (Thelocal, 2014). Hence, the industry 

is depended on the Norwegian government to ensure good conditions through a favorable trade policy 

with EU. 

 

With free trade agreements with Canada, and as new trade negotiations are initiated with Chile is it 

important that the Norwegian government can ensure good conditions through a favorable trade 

policy with EU and other trade countries. 

  

8.3.2 Economic 

 

Multiple macroeconomic factors influence the salmon farming industry. The following section will 

look at the most essential elements affecting the salmon farming industry, as it will aid this paper in 

forecasting cost of capital and production costs. 

 

8.3.2.1 Supply and demand  

 

In an economic perspective is salmon perceived as luxury good with an elastic demand (Asche & 

Bjørndal, 2011). Conversely, there is little empirical evidence that demand for salmon was affected by 

financial recessions. Figure 5.3 in section 5.4 showed the historical spot price for salmon, and from the 

graph is it evident that the salmon spot price was not affected by the financial crisis of 2008/2009. 

Despite a financial crisis and high salmon prices were export of Norwegian salmon still at a high level 

(SSB, 2018). Additionally, salmon spot prices continued to increase during the financial crisis. One of 

the reasons for increased salmon spot prices in recent years is partly a consequence of lower supply 

from Chile who has struggled with biological issues. Another reason might be that salmon farming 

companies are not able to adapt well to changes in demand due to production constraints and a long 

production cycle. We might have seen a higher correlation between economic downturns and the 

vulnerability of the salmon farming industry in the past ten-years had the global supply been more 

stable.  

 

It is noteworthy to mention that salmon products have become easier and more available for 

consumers in the later years through increased focus on product innovation (Asche & Bjørndal, 2011). 

Fresh and frozen salmon is sold at most supermarkets all over the world, and Norwegian salmon is one 

of the ingredients in fourteen million meals each day (iLaks, 2018). One rationale behind increased 

demand for salmon is its nutrition content. The increased focus on health contributes to making 

salmon part of peoples’ everyday meal. Hence, we may see demand for salmon in the future becoming 

less elastic, and as a result, affected by economic downturns.  
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In the past ten-year period have we seen little evidence suggesting that economic downturns impact 

exports of salmon. Demand for salmon is growing as people are becoming healthier and the 

availability of salmon is increasing.  

 

8.3.2.2 Key rate development 

 
The Norwegian key rate policy rate is set by the Norwegian central bank to adjust for developments in 

the Norwegian economy. In March 2016 decided the central bank set its key rate policy to 0.5%, and it 

has not changed since then (Norges Bank, 2018). The key rate policy is set at this level to stimulate 

economic activities to minimize the downturn in the economy arising from the Oil crisis. With 

increasing oil prices and recovering Norwegian economy is the key rate policy expected to increase at 

the end of 2018 (Norges Bank, 2018). The figure below represents historical key rate policy and 

expectations for future key rate policy.  

 

Figure 8.7: Norwegian key policy rate 

 

Source: Norges Bank (2018) and own creation 

 

The Norwegian salmon farming industry is categorized as a capital-intensive industry with high 

capital investments related to biology, operations, farming facilities, and licenses. Most of these 

investments have been financed through debt. GSF and its peers all mention in their annual report that 

the majority of their long-term is paid back on a floating interest rate. As a result, both GSF and its 

peers are exposed to changes in interest rate which needs to be addressed appropriately to mitigate 

undesired financial risk. One way to reduce the exposure used by salmon farming companies is 

interest rate swaps (Grieg Seafood, 2018; Lerøy, 2018; Marine Harvest, 2018; Salmar, 2018).  
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As the borrowing interest rate is highly correlated with the key rate policy, will a more expansive 

monetary policy result in cheaper debt borrowing (Norges Bank, 2016). Hence, lower interest rates 

may be lucrative for Norwegian salmon companies as they will have lower interest on their interest-

bearing debt. Thus, it may be argued that economic downturns will improve willingness to invest from 

Norwegian salmon farming companies. As mentioned earlier does the farming industry not seem to be 

too affected by economic downturns, and we will therefore, argue that with today’s low key rate 

policy will drive the industry performance upwards.  

 

We have seen in the past that the key rate policy is highly correlated with the interest rate companies 

borrows at. It is therefore important that salmon farming companies mitigate risks of changes in 

interest rates.  

 

8.3.2.3 Forward currency contracts and exchange rates 

 

The majority of sales revenues for the Norwegian salmon farming companies comes from exports and 

is therefore subject to exchange rate risks. These companies are particularly exposed to currency 

fluctuations in markets such as EUR, GBP, and USD (Marine Harvest, 2017; Grieg Seafood, 2017). 

Great fluctuations in currency impose a great risk on cash flows and sales revenues and companies’ 

need to address risk appropriately to mitigate fluctuations. GSF and its peers have therefore chosen to 

use forward contracts and debt in foreign currency to reduce parts of its risk exposure (Marine 

Harvest, 2017; Grieg Seafood, 2017; Lerøy, 2017). 

 

The Norwegian Krone have in the past years depreciated significantly against important currencies 

such as USD and EUR (Ripegutu, 2017). This is mainly due to the significant drop in oil price and a 

low key policy rate. A low Norwegian Krone has been beneficial for Norwegian exports of goods and 

services since Norwegian goods appear cheaper in foreign markets. The drop in Norwegian Krone has 

increased the competitiveness of Norwegian export of goods and has proven positive for the 

Norwegian salmon companies. On the other hand, a depreciated NOK has led to higher fish feed price 

as raw materials used in fish feed is traded in EUR and USD (Lerøy, 2016). As discussed earlier, the 

fish feed is one of the most significant cost components for salmon farming. Nonetheless, the positive 

effect of a lower NOK has outweighed the negative effects (Lerøy, 2015).  

 

Salmon farming companies export most of its produced salmon, and initiation of forward contracts 

and interest swaps are important to mitigate risks related to interest and foreign exchange rates.  
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8.3.2.4 Raw materials 

 

The largest proportion of operating cost comes from fish feed costs. As feed made up approximately 

50% of operating costs, it is necessary to evaluate historical developments in particular raw materials 

included as ingredients in fish feed. Fish feed ingredients consist of fish meal, fish oil, vegetable oil, 

vegetable meal and other raw materials. Fish meal and fish oil have been reduced over the last two 

decades and replaced by agricultural materials such as sunflower, soy, wheat, beans, corn, peas and 

poultry by-products (Marine Harvest, 2017b). Figure 8.8 below compares fish feed composition 

between 1990 and 2016.  

 

Figure 8.8: Fish feed composition in 1990 and 2016 

 

Source: Marine Harvest (2017b) and own creation 

 

A selection of most essential raw materials used in fish feed is illustrated in Figure 8.9 below. 

 

Figure 8.9: Prices of raw materials 

 

Source: Indexmundi (2018); own creation  

 

Suppliers of the commodities used in fish feed operate on cost-plus contracts, which means that 

exposure to changes in price in raw materials prices is transferred to the buyers (Marine Harvest, 

2017b). From the graph is it evident that agricultural raw materials have been relatively stable except 
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for a small dip during the financial crisis. On the other hand, has fishmeal been highly volatile over the 

analyzed period and does not seem to be affected by the economic downturn of 2008/2009. The reason 

for a general increase in fish meal prices from late 2011 is due to shortages in fish meal ingredients, 

caused by environmental abnormalities (Marine Harvest, 2017b). It is of importance for the 

aquaculture industry to explore substitutes to fish feed ingredients since feed on marine ingredients is 

of concern both for the environment and economic concerns (Larsen, 2018). Studies have stressed the 

importance to use local feed sources to optimize the use of marine raw materials and create value of 

feed sources like seaweed, microalgae and mussel meals to decrease dependency on fish meal and oil 

(Larsen, 2018). 

 

To summarize economical factors, historical prices of agricultural raw materials used in fish feed 

production have been relatively stable over the period. On the other hand, fish meal prices have been 

very volatile and on an upward trend over the analyzed period. We see tendencies to a change towards 

the more sustainable use of marine raw materials and development of alternative sources to scarce 

marine raw materials. Lastly, Norwegian salmon farming companies need to take measures to reduce 

exposure to currency risks and interest risks.  

 

8.3.3 Social  

 
In the following section we look at socio-cultural aspects that can impact the Norwegian salmon 

farming industry. These factors will look at how population growth and social trends impact the 

demand for salmon in the future.  

 

8.3.3.1 Population growth 

 
During the last century has the global population growth increased substantially, and all indicators 

suggest continues population growth. In 2017, the global population surpassed 7.5 billion people and 

is expected to reach 9.6 billion in 2050 and 11.2 billion in 2100 (UN, 2017). To meet the expected 

world population, food production needs to increase by approximately 70% by 2050 (Northoff, 2009). 

Agriculture, as we know it today, will have difficulties reaching this amount alone, therefore is it 

expected aquaculture production to increase (Directorate of fisheries, 2012).  

 

Both the EU and BRIC-countries, except for Russia, are expected to see population growth during the 

next twelve years. The table underneath illustrates the expected population growth in the BRIC 

countries and the EU-region towards 2030 (Norwegian seafood council, 2012).  
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Table 8.1: Expected population growth in BRIC-countries and EU 

 

Year 2000 2010 2020 2030 

Brazil 169 190 222 245 

Russia 147 140 140 140 

India 1042 1173 1326 1460 

China 1265 1330 1384 1391 

BRIC 2623 2833 3072 3236 

EU 483 502 520 542 

 

Source: Sjømat Norge, 2012. 

 

With an increasing population in fast-growing markets is it fair to expect an increased demand for 

salmon. Both Russia and Brazil have experienced economic recession since 2014 (Leahy, 2014; 

Zavyalova & Kelly, 2014). However, their economies are recovering, and populations are expected to 

increase in the years towards 2030 (Norwegian Seafood Council, 2012; Rao & Strohecker, 2016). 

Middle-class in these countries are expected to grow which will result in increased purchase power, 

and this contributes to potential higher demand growth in the future (Norges Bank, 2016).  

 

As long as government regulations facilitate increased production is it expected that Norwegian 

salmon farming companies have opportunities to meet the increased food consumption and demand 

for seafood. 

 

8.3.3.2 Health trends 

 
It is an increasing trend to focus on nutrition and healthy eating, and as a result, has salmon 

experienced increased popularity (Marine Harvest, 2017b). Salmon is a natural source of vital 

nutrients such as vitamin D, omega-3 fatty acid, and minerals (Marine Harvest, 2018). Salmon is also 

recommended, by World Health Organization, to be consumed instead of beef, due to its health 

benefits (Nesheim, 2015). Some of the health benefits of eating fish and fish oil are reduced chances 

of coronary heart disease and cognitive development in young and infant child (Nesheim, 2015).   

 

As long as government regulations facilitate increased production is it expected that Norwegian 

salmon farming companies have opportunities to meet the increased food consumption and demand 

for seafood. People are taking more interest in their health and from the known health benefits from 

salmon is fair to expect increased demand for salmon. 
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8.3.4 Environmental and technological  

 
In the environmental section of the PESTEL framework will this paper emphasize some of the 

negative impacts salmon producers bring upon the environment. The technological aspect will discuss 

how technological improvements will influence the industry positively for both the environment and 

salmon producers.  

 

In the short-term, we expect sea lice and related diseases in addition to fish escaping to serve as the 

major threat to the environment and to the producers as it accounts for a significant percentage of total 

operating costs as discussed in section 5.5. To better control the biological situation that fish farms 

impose on the environment, has the government decided to prioritized licenses to companies that can 

improve farm sites’ ecological impacts, with approval of developments licenses (Directorate of 

fisheries, 2017). Furthermore, as we have discussed earlier, the new traffic light system will allow 

growth of MAB from 3% to 6% to companies that are located in “green areas” and satisfies the 

environmental criteria constituted by the government.  

 

The salmon farming industry faces challenges concerning constraints on production capacity and 

environmental impacts. These challenges demand focus on R&D and technological development. The 

regulations demand improvement in operational activities. Development in the form of technological 

innovations is essential to salmon farming companies to see future organic growth. The Ministry of 

Trade, Industry, and Fisheries sets strict requirements related to the treatment of sea lice and diseases 

in existing farming facilities and for developments of new plants. Development licenses are the 

Norwegian government’s latest initiative to create incentives for companies that prioritize projects that 

aims to develop more environmentally friendly production facilities (Ministry of Trade, Industry, and 

Fisheries, 2017). Hence, future profitability and growth are conditional on technological development 

to meet the requirements from governments. If salmon farming companies can develop new plants 

which will meet requirements imposed by governments is it expected that produced biomasses would 

increase significantly as sea lice and fish escaping will be controlled better than they are today (Grieg 

Seafood, 2018).  

 

Closed cages in open seas that minimize the risk of sea lice and escaping, offshore harvesting further 

out at sea and land-based fish farming facilities are some of the projects that are being researched by 

fish farming companies through development licenses (Marine Harvest, 2018; Salmar, 2017). 

Companies that are successful with their innovation projects will have the opportunity to convert its 

development license into harvest licenses, which is beneficial for both the environment, and it 
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provides future growth for the producers. Land-based salmon farming facilities will reduce the impact 

on the marine area and solve the location constraints the salmon farming industry is facing (Berglihn, 

2018). However, land-based facilities can challenge the competitive advantage Norwegian salmon 

companies’ holds regarding location. If these land-based facilities become a success, it will open the 

opportunity for whoever to start farm salmon wherever it is land available, which ultimately will hurt 

the Norwegian salmon farming industry. Lastly, these facilities have some drawbacks as they use a 

large amount of electricity and the environmental impacts of these plants may be outweighted.  

 

The industry face challenges regarding fish feed and adequate technological competence (Ministry of 

Trade, Industry, and Fisheries, 2013). The ingredients used in fish feed are scarce and increased 

salmon production has led to a shortage of these resources. It is therefore paramount to find substitutes 

to fish feed to move the aquaculture industry into more environmentally friendly and sustainable 

direction. There has been some progress in this field relating to fish feed substitutes, and these will be 

discussed more in depth in section 10.4. If the industry is going meet the expected demand increase, is 

it essential that the environmental challenges on both short- and medium-term be solved. These 

challenges require focus on R&D and adequate technological competence to be resolved. In Norway, 

it has been a trend in the past that most of the competent graduates have preferred the oil industry over 

the fish farming industry (SINTEF, 2013). How difficult it would be for the fish farming industry to 

recruit competent people, are difficult to estimate. However, the salmon farming industry must be 

aware on how to attract people with competence to push the industry forward.  

 

The salmon farming industry faces challenges regarding sea constraints and environmental impacts. It 

is therefore essential that salmon farming industry invest in R&D projects and recruit competent 

people to combat these challenges. 
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8.3.5 Summary of PESTEL 

 

Table 8.2: Summary of PESTEL 

 

Source: own creation  

  

To summarize from the table above, is it important to notice that this paper find license policy, 

demand growth, environmental challenges, and trade conflicts as the most critical value drivers the 

salmon farming industry. Companies’ ability to tackle challenges such as fish escaping, sea lice and 

sickness will be critical in how licenses are allocated in the future. Not only will companies be given 

licenses to harvest more salmon, but also be able to reduce costs related to these environmental 

challenges through development licenses. Global population growth will provide growth opportunities 

in important export markets for companies. Stringent relationships with Russia and China has 

hampered export and smoothening of these relationships can open up for increased demand for 

Norwegian salmon. 

 

8.3.6 Limitations of PESTEL 

 
The PESTEL framework has been subject to criticism, and it is essential to understand and take into 

account these arguments when applying it. It has been criticized for is that the macro factors discussed 

in the framework are hard to predict for the future, and therefore it is difficult to foresee possible effect 

it may have on the industry (Henry,2008). Furthermore, it is also challenging to foresee which factors 

that will turn into opportunities or threats (Henry, 2008). For example, one of the trade conflicts 

discussed earlier is the conflict with China where trade stopped over the night. This event shows how 

unpredictable and quick macro factors can affect the industry. The framework only studies the 

Argument Impact degree

Politcal and legal factor

License policy hampers growth in harvest volume

EEA treaty can decrease competitiveness of Norwegian salmon farming companies in EU

Trade conflicts blocks exports to important markets

Traffic light system can open up for growth in harvest voume

Economical factor

Exposed to key policy fluctuations

Less exposed to fluctuations in the world economy

Exposed to exchange rates

Social factors

Growth in world populations

Growing middle class and increased buying power

Increased focus on healthy lifestyle

Environmental and technological factor

Environmental challanges hampers growth in harvest volume

Technological progress can tackle environmental challanges

Technological progress can handle increased demand

Attract technological competent workforce

Medium to strong impact

Medium impact

Medium impact

Medium to strong impact
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macroeconomic environment and not the internal environment. It is, therefore, necessary to combine 

this framework with frameworks that analyze the internal environment to understand how GSF 

responds to opportunities and threats. Lastly, the framework is also being criticized for just looking at 

the general environment, and not the competitive environment, which may be factors that have the 

most impact on companies (Henry, 2008).  

 

9 SWOT 
 

The financial and strategic analysis has delivered valuable information about internal factors which is 

categorized under strength and weaknesses, and external factors represented by opportunities and 

threats for Grieg Seafood in the SWOT analysis below.  

 

9.1 Strengths:  
 

GSF’s sensitivity to spot prices seems to be particularly beneficiary in times with high spot prices. In 

these periods are sales/KG higher than its peer group. High profits during the last years have made 

them financially robust to invest in new technology. The acquisition of smolt facilities and 

surveillance system are tangible examples on this the company. The company is also strategically 

positioned close to the U.S market with its BC operations. The company has also received green 

licenses and ASC certificated sites in Finnmark, which gives them growth potential in this region.  

 

9.2 Weakness: 
 

The main problem for GSF is poor utilization of capacity and high operational costs. The company has 

difficulties in managing biological issues in the form of algae, sea-lice and PD outbreaks which have 

resulted in costs/kg above the peer group. Feed is the most important element that goes into salmon 

production, and GSF buys feed externally which makes them more sensitive to price fluctuations. 

High sales premium stems from secondary processed products and creates higher margin and more 

stable revenue streams to salmon companies. It is expected increased demand for these products 

internationally, and this is a part of the value- chain GSF must improve. Rogaland farm sites are given 

yellow which restricts growth in this region. The OQ scandal in February is still unresolved, and the 

company is currently banned from trading salmon with China.  
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9.3 Opportunities: 
 

Unused capacity GSF possesses in its current licenses stands out as an opportunity for operational 

efficiency. Growing demand for salmon due to a growing middle class, increased need for protein and 

health trends creates growth opportunities for GSF. These trends seem to continue in the foreseeable 

future, and as for now, all salmon that is produced is consumed. Acquiring new development licenses 

to create environmentally sustainable production, e.g., land-based farming, offshore production, and 

closed tanks create opportunities for GSF. Development of new technology can improve and optimize 

production facilities. By integrating more parts of the value chain by moving into fish feed and go into 

a growing market for VAP will create opportunities for increased revenue.  

 

9.4 Threats: 
 

The significant risk factors for GSF and other salmon producers is spot price fluctuations and algae, 

sea lice related disease outbreaks. These factors directly affect GSF’s revenue stream and profitability. 

Unfavorable price fluctuations in fish feed products such as fish meal, fish oil, and related substitutes 

will negatively impact the profitability. Drop in salmon price due to demand or supply shocks, e.g., 

improved biological conditions in Chile will lead to increased supply and this is expected to be 

reflected in the spot price. This will affect the global salmon supply, but mainly the U.S market will be 

sensitive. Environmental regulations such as the traffic-light system might impose restrictions and 

regulate MAB unfavorably for producers. Alternative sources of protein such as pork, lamb, imposes 

threat of substitution. The price for salmon has increased, which may make consumers switch to 

cheaper protein source as salmon becomes a ‘luxury’ good.  
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Table 9.1: SWOT analysis 

Strength  Weaknesses  

 Make use of high spot prices 

 Financially robust 

 Green licenses  

 ASC certified sites in Finnmark 

 Strategically positioned close to the U.S 

market 

 

 Poor utilization of MAB 

 High cost related to high risk of sea lice and 

PD diseases  

 Not a complete vertical integrated value- 

chain 

 Lack of secondary processing and VAP  

 Ocean Quality export-ban to China 

 

 

Opportunities Threats 

 License utilization 

 Growing middle class, increased demand  

for protein, and health trends 

 Acquiring new development licenses 

 New  technology and R&D  

 Fully integrated value chain 

 

 

 Drop in salmon price due to demand or 

supply shocks 

 Biological issues 

 Unfavorable price fluctuations in fish feed 

 Stricter government policies  

 Prices on substitutes 

 Abnormal  seawater temperatures  

 

 

 

10 Forecasting 
 

The pro forma income statement, balance sheet, and cash flow statement are conditional on an 

accurate forecasts analysis based on value drivers identified in the financial and strategic analysis. 

These analyses determined that the most important value drivers of the salmon farming industry are 

demand, supply, salmon spot prices and costs related to feeding and biology. When we make 

projections on these items, we looked at their underlying drivers and how they are going to act in the 

future. We have also created projections on long-term supply which will be used as terminal growth in 

section 12.1. The other lines of items that are not elaborated on in this section are expected to remain 

reasonably stable, and historical averages have been used. There exist multiple ways to forecast these 

line items, and the most used is to divide the line of items with sales revenue (Petersen & Plenborg, 

2012). Nevertheless, we find it inaccurate to use this approach due to the volatile salmon price and 

will base these line of items as a percentage of harvest volume instead. We have decided to forecast 

income statement and balance sheet for the period 2018-2022, and from the terminal period in 2023 

we decided to use a stable growth rate. The reasoning behind forecasting six periods is because we are 

then able to forecast two production cycles and we find it that forecasting beyond this point will be too 

speculative.  
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10.1 Supply forecast   
 

The following section will provide an overview of factors affecting salmon production in Norway. The 

analysis will be based on data collected from the Norwegian market and will be the fundament of the 

supply analysis. The best indicators of future supply are standing biomass, smolt release, feed sales, 

vaccine sales and seawater temperatures (Marine Harvest, 2018). Collecting these data for other 

countries has proven difficult, and we have therefore decided to use forecasted salmon supply for 

Norway as a proxy for global supply. 

 

10.1.1 Short-term supply 

 

The best indicators for a short-term supply of salmon are standing biomass, feed sales, and seawater 

temperature (Marine Harvest, 2018). Figure 10.1 displays the development in standing biomass in 

Norway over time and changes y-o-y. From Figure 10.1, we can observe a decrease in biomass from 

2014 to 2015 with a negative growth of 4%, which led to the high spot price in 2016. Since then, 

standing biomass has increased from 693.000 in 2016 to 739.00 tons in 2017, which equals a growth 

of approximately 7% y-o-y.  

 

Figure 10.1: Biomass (tons), y-o-y in Norway 

 

Source: Akvafakta (2018, 2017, 2016, 2015, 2014, 2013, 2012) 

  

According to Figure 10.2, it has also been a noteworthy increase in fish feed consumption with a y-o-y 

of 7% from 2016 -2017. This could argue to support the growth expectations of 7% from increased 

biomasses.  
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Figure 10.2: Fish feed consumption in Norway 

 
 
Source: Akvafakta (2018, 2017, 2016, 2015, 2014, 2013, 2012) 

 

In 2017, the average seawater temperature in Norway was 5% above the 2008 – 2016 average. This is 

an indication of stable growth rate for salmon in 2017. However, temperatures in 2018 have been 

unusually low, and the average seawater temperature is so far 15% lower than temperatures in 2017, 

and 6% lower than 2008-2016 average temperatures. The cold weather has affected production in 

Norway and across Europe negatively, and has resulted in increased mortality during lice treatments 

and lower growth than normal. However, cold seawater mitigates the risk of sea lice for the coming 

year (Grieg Seafood, 2018).  

 

Figure 10.3: Temperature in Norway 2008-2018 

 

Source: Akvafakta (2018, 2017) 

 

Furthermore, the winter of 2017/2018 was a year with heavy snowfall, and this might mitigate 

biological issues during spring/summer of 2018. This is because as the snow starts melting in the 

mountains of West Norway, cold snow water will drain into the ocean and lower the temperatures 

which mitigate the risk of sea lice.    

 

Based on these arguments we expect 7% growth in the supply of salmon in 2018. 

 

0%

12%

-2%

8%

-1%
-1%

7%

-5%

0%

5%

10%

15%

 1.000.000

 1.200.000

 1.400.000

 1.600.000

 1.800.000

2011 2012 2013 2014 2015 2016 2017

Fish feed used % change

8%
12%

15%

2%
4%

-6%

2% 2%
4%

7%
5%

2%

-10%

-5%

0%

5%

10%

15%

20%

0

2

4

6

8

10

12

14

16

Jan. Feb. Mar Apr Maj Jun Jul Aug Sep Okt Nov Dec

% change Average 2017 2018



 

 

Page | 80  

 

10.1.2 Medium-term supply 
 

The most critical indicators on medium-term harvest volumes are standing biomass, feed sales and 

smolt release (MHG, 2017). To evaluate medium-term supply growth, we look at the amount of smolt 

releases and standing biomass which is expected to be harvested according to our medium-term 

forecast. We can recall from section 5.2 that it takes approximately 24 to 48 months from the seawater 

release until the smolt is ready for harvesting. 

 

Furthermore, the amount of smolt that is released into seawater in 2017 is expected to be harvest in a 

period from 2019 to 2022. In the figure below, we can see that smolt releases were up 2% in 2017 y-o-

y. However, since companies aim to increase smolt size pre-seawater production, we expect more 

smolt for the 2020 harvesting season to be released in 2019. When we estimate smolt releases, we 

know that releases are cyclical and spread throughout the year, we have therefore focused on yearly 

releases.  

 

Figure 10.4: Smolt release (Yearly) 

 
Source:Akvafakta (2018) 

 

Hence, by looking at standing biomass for salmon represented in category 017G (released in 2017) in 

Table 10.1 we observe a 10% increase in biomass. However, it is difficult to estimate the expected 

harvest volume within this category because the weight varies with an average weight of 1.7 kg. Also, 

unexpected mortality will affect the final harvest volume. Nonetheless, we do see the increase of 

biomass in this category to be a reasonable indicator of the medium-term growth rate. 

 

Table 10.1: Biomass generation in Norway 

 

Source: Akvafakta (2018), own creation 
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Another indicator for smolt production is the level of purchased smolt vaccinations. This is because 

smolt is vaccinated three months before they are released into the seawater, and since purchasing of 

vaccines is often done some time in advance, the sale of vaccines functions as a second indicator of 

supply for 2019 and 2020 (Marine Harvest, 2018). Sales of vaccinations landed on 348.3 million doses 

in 2017, an increase of 4.9% from 331.2 in 2016 (Pharmaq, 2018). In summary, we see that medium-

terms supply growth is expected to increase, as the y-o-y smolt release, biomass and vaccinations are 

higher in 2017. However, since we expect high growth in 2018, we do not expect medium-term 

growth to be at the same levels as short-term. This is because companies will be closer to the MAB 

utilization and as well as the implementation of the traffic light system.  

 

Summarizing these factors, we estimate a supply growth of 5% in medium-term.  

 

10.1.3 Long-term  

 

Long-term supply growth will be limited to MAB as salmon production are approaching its limit.  

Growth in the Norwegian market will depend on development licenses, as discussed in section 8.3.1.1, 

and “green licenses” which are subject to the traffic light system. In Figure 5.2 in section 5, we 

discussed the traffic light system which limits production growth to 3% in “green areas” and 6% in 

areas with exceptional ecological conditions (Directorate of fisheries, 2018). In contrast, red-flagged 

areas have to reduce production until ecological conditions have improved. Another factor that 

impacts long-term growth is seawater temperatures. According to the International Panel on Climate 

Change (2017) are global seawater temperatures expected to increase between 0.4-1.1 Celsius by 

2025. This can have environmental impacts on salmon farming. Because, as discussed above does 

higher seawater temperatures lead to higher sea lice and diseases outbreaks, but on the other fasten the 

growth process of smolt. However, it is difficult to estimate future seawater temperatures and 

ultimately its effect on salmon farming. We know that increased density of fish inside farming 

facilities results in increased sea lice outbreaks and diseases in the past. Therefore, forecasting long-

term growth rates in salmon production is conditional on companies’ ability to reduce environmental 

impacts and their ability to control biological issues. Nevertheless, we can expect new technology and 

increased R&D efforts to result in more efficient production methods. 

 

In the light of the difficulties in predicting factors that impact long-term supply growth have we 

decided to use macroeconomic indicators to determine long-term growth. The parameters we have 

chosen to consider are: 1) the Norwegian Banks target inflation rate of 2%, 2) the average CPI growth 

rates for North America, East Asia Pacific, Norway, European Union and 3) historical OECD GDP 
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growth of 3.1% (World Bank, 2018). When using macroeconomic indicators to calculate terminal 

growth is it essential that careful considerations be dedicated to the estimation of the terminal value, 

which cannot be larger than the long-term economic growth targets GSF operates in (Petersen & 

Plenborg, 2012). Furthermore, the discounted cash flow method is highly sensitive to the terminal 

growth value depending on the percentage of estimated enterprise value, which is usually between 60-

80% of the entire company. We have chosen to analyze data which represent markets GSF operates in, 

and since Norway is one of world’s largest salmon producer do we need to consider the 

macroeconomic indicators on a global level. Having a terminal growth value equal or less than the 

growth value of the economy is not only recommended, but it will also guarantee that growth rate will 

not exceed the discount rate. The reason for this is that the risk-less rate is incorporated into the 

discount rate and the growth of the economy (Damodaran, 2006). Moreover, the risk-free rate will in 

the long-term converge towards the growth rate of the economy. Damodaran (2006) suggests a ‘rule of 

thumb’ that the terminal growth rate should not exceed the risk-free rate used to evaluate companies. 

 

Table 10.2: Historical CPI 

CPI calculations % 2011 2012 2013 2014 2015 2016 Avg.

North America 3,0 1,8 1,2 1,8 0,6 1,3 1,6

East Asia & Pacific 5,3 3,0 2,9 2,8 1,3 1,6 2,8

Norway 1,3 0,7 2,1 2,0 2,2 3,6 2,0

European Union 3,3 2,7 1,4 0,2 -0,1 0,2 1,3

Total 1,93  

Source: OECD (2018)  

 

From the Table 10.2 above is it clear that our estimate of terminal growth rate is in-line with 

recommendations on the stable growth should exceed the growth rate in the economy GSF operates in.  

 

The Table 10.3 below show our estimations on future supply growth. Furthermore, our estimations are 

also in-line with analysts’ predictions of future supply growth shown in Table 10.4.   

 

Table 10.3: Supply estimates 

 

Source: Own creation  

 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Supply growth 7% 5% 5% 5% 5% 2,0%
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Table 10.4: Analysts' global supply estimates 

 

Source: Pareto (2017) , DNB (2017) 

 

10.2 Demand 
 

As described in section 8.3, we are experiencing a continued strong outlook on demand for salmon. 

The last year has seen spot prices drop, which has increased demand in regions such as Asia and the 

US. Retail prices for salmon in Europe are still high, and as a result has led to drop in demand for 

salmon in this region (Pareto, 2017). However, expectations for global demand for salmon are 

expected to increase. 

 

10.2.1 US demand 

 

Despite the high prices in 2017, where the demand in US growing compared to the years before. A 

relatively strong dollar combined with a focus on product development in this region is said to be the 

main contributors to the increased volumes. For future periods, we expect that an increased focus on 

product development by introducing more salmon products into discount retailer will contribute to 

increased demand in this region. For the past couple years have the US market had a strong value of 

salmon, and it is expected to grow approximately 12% in 2018 (Pareto, 2017). The value of salmon is 

expected to grow in the coming years, due to MHG agreement with Wall-Mart. This agreement will 

provide retail stores with fresh fish. By moving fish from the fish counter into the chilled shelves were 

pork, beef and chicken is retailers able to cut logistics costs and increase margins (Pareto, 2017).  

 

10.2.2 Europe demand 

 

In 2016 was demand for salmon down 2%, which were followed by a drop in demand of 3% in 2017 

(Pareto, 2017). Although the drop in demand, has the value of salmon increased in both years and is 

expected to continue to grow in the future. or Norwegian export is it evident that the biggest markets 

in Europe are markets such as France and UK. These two markets experienced the most significant 

drop regarding volumes and value. This may be because larger quantities are sold through retail stores, 

where there are higher prices due to contracts.  

 

 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Pareto 6,4% 4,5% 5,6% n/a n/a n/a

DNB 5,9% 5,8% n/a n/a n/a n/a
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Source: Akvafakta (2018, 2017); own creation 

 

10.2.3 Other markets 

 

These markets consist of regions such as Asia and America (excluding the USA). The Asian market 

has experienced strong growth regarding demand during the second half of 2017 and is expected to 

continue to grow in 2018. This increased demand comes from better product development and 

improved availability of salmon. China getting rid of the import ban of Norwegian salmon has also 

contributed to increased growth in these markets.  

 

All in all, this paper predicts that demand growth will sustain in the future. This growth in demand is 

driven by increased need for a protein source as the population is expected to grow, focus on product 

development, and focus on healthy diets.  

 

10.3 Salmon price forecasts  
 

The salmon spot price is the most significant value driver of the salmon industry. In section 7.3, we 

established that the salmon price dictated the cyclicality of the EBITDA margin. The salmon price is 

set in the equilibrium between supply and demand, as demand has historically increased with a higher 

rate and made the salmon price drift upwards. Historical figures of harvested salmon and consumed 

salmon shows that almost every harvested salmon is consumed, it is therefore proven challenging to 

analyze the underlying demand for salmon by just looking at volumes of salmon consumed (ABG, 

2017). Nevertheless, by examining the historical relationship between changes in price and changes in 

salmon supply provides us with a fair indication of growth in demand (ABG, 2017). Experienced 
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analyst also uses this method and recommended by Marine Harvest in their industry handbook 

(Marine Harvest, 2018). 

 

Regression analysis 

 

The first regression analyses use global supply changes over NOK/KG changes. The regression yields 

R2 value of 0.6348. By looking at Figure 10.6 below, one can see that historical regression line suggest 

that demand growth during the past eleven years has been 8.5%. However, actual demand during the 

last decade has been 5.7% (Marine Harvest, 2018).  

 

Figure 10.6: Global supply change vs. salmon price (NOK/KG) 2001-2017 

 

Source: Kontali (2017), own calculations 

 

The regression running all observations yields a relatively low R2 value, which signals modest 

explanatory power between changes in supply and price. Due to the modest R2 value have we decided 

to run regression on different time periods to see if we can achieve a higher explanatory power. 

Regression output can be found in appendix 16.  

 

By running a regression between changes in the global supply of salmon against changes in salmon 

prices in the period 2001 to 2011, provides us with a strong R2 of 0.81. Furthermore, the regression 

intercepts the x-axis at 7% which is an indicates that salmon prices have historically increased when 

supply growth of salmon has been below 7%, and the historic salmon price has decreased in periods 

where supply growth has been above 7%. The straightforward conclusion would be that demand is 

growing at a stable rate of 7% per year (ABG, 2017), which is more in line with historical data.  

 

2002
2003

2004

2005

2006

2007

2008

2009

2010

2011
2012

2013

20142015

2016

2017

y = -2,5376x + 0,2138
R² = 0,6348

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

-10% -5% 0% 5% 10% 15% 20% 25%



 

 

Page | 86  

 

Figure 10.7: Global supply change vs. salmon price (NOK/KG) 2001-2011 

 

Source: Kontali (2017), own calculations 

 

When forecasting the future spot price we have chosen to use the dataset that yields the highest 

explanatory power. The regression that was superior in terms of R2 to other time periods were the 

2001-2011 period. Hence, we decided to use this regression to guide the future of spot price of salmon. 

We back-tested the regression by comparing the observed prices to the estimated prices achieved from 

the regression equation. When we compared the observed value and the estimated value, we found that 

the estimated value deviated in some period drastically from the observed value. However, our 

regression analysis is made with the assumption that demand is relatively stable, and in periods where 

our regression deviated most from observed data was periods where there was a strong increase in 

demand.  

 

Table 10.5: Regression output price estimates 

 

Source: Own calculations 

 

We believe that the increasing spot prices will stabilize over time as MAB limits will be reached and 

as a result we may see a less volatile spot price. The bases for this stems from expectations that MAB 

limits will be reached and stabilize supply and demand. Hence, prices will stabilize in the future.  

 

Prices of salmon substitutes are impacted by the price of feed. This is because most of the costs of 

producing these alternative sources of protein such as poultry, cattle, and swine, consists of feed costs 

(Bjerke & Hågensen, 2015). From Figure 8.9 shown in section 8.3.2, are these ingredients on a 

downward trend in terms of prices. As a consequence, do we estimate that prices for these alternative 
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sources of protein to follow the same trend, and create a competitive environment for increasing 

salmon prices.  

 

Additionally, prices for alternative protein sources have been relatively stable over the analyzed period 

in section 8.2. The implications of increasing salmon prices indefinitely are that consumers will switch 

to other protein sources as soon as prices for salmon exceeds their willingness to pay, and as a result, 

does salmon become a ‘luxury’ good people are not willing to afford. This underlines our argument 

that continuously increasing spot prices is unsustainable. 

  

Our estimations made on the regression analysis in the short-term are we confident in. However, we 

are skeptical of using the estimates provided by the regression indefinitely due to the arguments 

provided above together with the fact that prices in the recent years have been an all-time high. We 

have therefore decided to strengthen our forecasted salmon spot based on forward prices. Furthermore, 

we decided to use an average of our estimates and forward prices. Fish Pool provides forward prices 

that are estimated based upon expectations from members of Fish Pool, market contracts, and the 

locked-in price buyer and seller are willing to agree upon price for a fixed volume for future delivery 

(Fish Pool, n.d.). The forward prices are updated every day of trading, and we have decided to use the 

forward prices from the cut-off date. One condition for forward prices to be a good indicator for future 

spot prices is that the trading volume is of strong level and operates in a mature market, this is not the 

case for the salmon market, as it is still regarded as an immature market (Asche, Misund and Oglend, 

2015). 

 

Table 10.6: Fish Pool forward prices (19.04.08) 

 

Source: Fish Pool  

 

Table 10.7 shows the forecasted spot price for all future. From Table 10.7 below, one can see that our 

estimates expecting an upward trend in the short-term but will stabilize around 57.2 NOK/KG in the 

long-run.  

 

Table 10.7: Forecasted salmon spot prices 

 

Source: Own calculations 

 

Year 2018E 2019E 2020E 2021E 2022E 2023E

NOK/KG 62,40 58,50 51,40 47,50 47,50 47,50

Year 2018E 2019E 2020E 2021E 2022E 2023E

NOK/KG 61,00 60,20 57,90 57,20 57,20 57,20
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The numbers presented in the figure below show experienced analysts’ estimation of future spot prices 

for salmon. The current consensus among three major Norwegian brokerage houses is that the salmon 

price is expected to decrease in the short-term, and then increase in the medium-term. Our estimates 

are higher, which is expected due to the date of release of analysis report and the salmon price on our 

cutoff date.   

 

Figure 10.8: Analysts' estimated salmon spot price 

 

Source: ABG (2017), Pareto (2017) and DNB (2017) 

 

10.4 Operating Cost  
 

As a consequence of Norwegian farming approaching its MAB limits is costs becoming even more 

critical for Norwegian salmon farming companies. Fish feed costs account for approximately 40-60% 

of the total costs for salmon farming companies (Grieg Seafood, 2018; Salmar, 2018). The second 

large contributor to costs are costs related to biological issues. We have therefore decided to focus on 

these parameters in our forecast.  

 

10.4.1 Feed costs 

 

In the past has fish oil and fish meal been the two most significant ingredients in fish feed production 

(Marine Harvest, 2018). However, these two ingredients are scarce resources and have therefore been 

reduced and replaced by agricultural commodities such as wheat, sunflower, corn, beans, soy, peas 

and rapeseed oil (Marine Harvest, 2018). In 2017, were fish feed prices lower than in 2016 due to 

good access to fish feed raw materials. However, in some cases have feed cost increased due to an 

increased focus on custom made feed (Grieg Seafood, 2018). Feed prices are highly sensitive to 

vegetable and marine raw materials due to feeding suppliers operating on cost-plus contracts, which 

means that exposure to raw materials prices is transferred to the buyers (Marine Harvest, 2018).  

Year 2018E 2019E 2020E 2021E 2022E 2023E

Pareto 56 60 61 n/a n/a n/a

DNB 55 59 n/a n/a n/a n/a

ABG 59 56 n/a n/a n/a n/a
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Source: Index mundi, own creation 

 

From the figure above is it evident that fishmeal prices have increased over the analyzed period, i.e., 

the trend line is pointing upwards. However, in the first season of 2017 do we see prices of fish meal 

decreasing (FAO, 2018). Chile and Peru improved their holdings of anchovies in the first season, and 

the Nordic countries increased their biomass of small pelagics which are used in the production of fish 

meal and fish oil (FAO, 2018). However, the second season that should have started in November in 

Peru was stopped due to the high presence of juveniles, which made prices increase in the second 

season of 2017 (FAO, 2018).  

 

With the arguments brought forward above we do conclude that feed prices in the short-term are 

going to rise. This is also in line with GSF projections made in their annual report (Grieg Seafood, 

2018).  

 

It is difficult to forecast future feed prices in the medium to long-term due to uncertainties regarding 

future price developments in raw materials and developments of substitutes of these materials. We 

have therefore decided to benchmark future developments in raw agricultural materials against 

historical developments in these ingredients. The majority of the agricultural raw materials that are 

being used to replace fishmeal have been relatively stable during the last seven years. We find it 

therefore reasonable to project that prices for these ingredients will remain reasonably stable and only 

increase with inflation (2%) in the medium to long-term. Furthermore, fish oil is a scarce resource and 

is subject to increase in price in the future if none appropriate substitutes are discovered. It is therefore 

essential for the fish meal industry and its associated companies to undertake R&D projects to explore 

possible substitutes. One substitute that has great potential for replacing fish oil is microalgae 
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(Meister, 2017). According to National Food Institute, Technical University of Denmark, microalgae 

have the potential of being commercially produced as a sustainable feed ingredient. Microalgae are 

rich in antioxidants, omega three fatty acids, and protein, which reduces the need for fish oil. Even 

though with all the known benefits of using microalgae as a substitute has it been proven to be too 

expensive for commercial production in the past (Meister, 2017). However, this has changed as fish 

farming companies such as Lerøy, and others have started to take part in the development of 

microalgae (Lerøy, 2018).  

 

With the arguments provided above have we decided to project that fish feed prices will decrease 

medium-term for so to stabilize, and to increase with inflation (2%), in the long-term.  

 

10.4.2 Other/Biological costs 

 

Biological costs consist mainly of costs that are directly linked to treating and preventing sea lice and 

PD outbreaks, fish escaping and mortality (Grieg Seafood, 2018). There exist multiple drivers of 

biological issues, and it is hard to predict how they will affect the salmon farming industry in the 

future. Nevertheless, in the following section, we will bring forward the most essential drivers and 

future expectations, and explain some specific initiatives companies and governments have 

implemented to control these costs.  

 

In general, there are higher costs related to treating and preventing measurements to mitigate amoebic 

gill disease, PD, and other biological challenges when seawater temperatures rise (Mclouglin & 

Graham, 2007). In the short-term we expect seawater temperatures to be colder in the summer of 2018 

since the winter of 2017/2018 was a year with heavy snowfall and as a result, melting snow in the 

mountains of Norway will cool down the ocean. As a result, costs related to treating sea lice and PD in 

2018 can be expected to decrease. Furthermore, the sea lice situation in central Norway is improving, 

and we cannot see any indications on why it should discontinue (Salmar, 2018). In the long-term, we 

are expecting seawater temperatures to increase due to climate change, as discussed in section 10.1. It 

is therefore essential for governments and salmon farming companies to put even more pressure on 

controlling sea lice and PD outbreaks. The traffic light system which grants companies growth through 

their “green licenses,” impose strict rules regarding sea lice limits at 0.2 sea lice per fish, which forces 

companies to intensify their sea lice treatments but also reduces the density of sea lice. Salmon 

farming companies have decided to release larger-sized smolt into the ocean to reduce time in the 

ocean. This will lead to lower costs in terms of mitigating sea lice and PD outbreaks, but on the other 

hand increases smolt costs (Grieg Seafood, 2018; Salmar, 2018; Marine Harvest, 2018; Lerøy, 2018). 
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Lastly, investments in knowledge and technology that combats PD outbreaks and other biological 

issues lead to improved MAB utilization. 

 

In conclusion, we do expect better knowledge and technology to combat sea lice and PD outbreaks 

will decrease costs related to biological issues in the short-term and to stabilize in the medium to long-

term. However, it is worth noting that the underlying driver of biological issues to arise are difficult to 

predict.  

 

In sum, this paper predicts that feed prices will increase in the short-term for so to stabilize in the 

long-term, and biological costs to decrease in the short-term for so to stabilize in the medium to long-

term.   

 

10.5 Pro forma Income statement 
10.5.1 Operating Revenues 

10.5.1.1 Harvest volumes 

 

Harvest volume is based on GSF’s historical performance, growth estimations in section 10.1, and 

analysis of GSF’s strategic initiatives and indications. GSF ’s poor license utilization makes room for 

improvements in terms of capacity utilization. GSF has the capacity to harvest 100,000 tons GWT, and 

this paper base future harvest volumes on this figure. Even though, GSF has guided harvest volume of 

100,000 in 2020, do we find it slightly optimistic due to its historical utilization, and have chosen more 

conservative guidance for the forecasting period (Grieg Seafood, 2018). Our analysis has shown that 

GSF has under-delivered approximately 8.3% below their guided volume, and hence, we do not expect 

them to deliver volume according to guidance in the short term. Furthermore, we believe that focus on 

operational efficiency and larger smolt, in terms of volume and size, will bring them closer to their 

maximum production capacity. Table 10.8 below shows the forecasted harvest volume.  

 

Table 10.8: Forecasted harvest volume 

Year 2018e 2019e 2020e 2021e 2022e 2023t

Grieg Seafood 80.000        90.000         100.000        100.000      100.000      100.000     

Own estimations 78.000        82.539         87.250          95.250        96.250        98.450        

Source: Grieg Seafood (2018) and own creation 

 

Recent investments in surveillance technology, feed monitoring, and smolt production facilities 

support GSF’s strategy of controlling biological issues and improve MAB utilization. This technology 

is implemented and developed in the British Columbia division, which expects a positive impact in the 

2018 harvest volume. BC’s standing biomass was significantly higher in 2017 and consequently 
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harvest volume is expected to increase accordingly (Grieg Seafood, 2018). This technology has also 

been applied to analyze algae and biological conditions in the Shetland, which at the end of 2017 

reported historically low sea lice levels. Furthermore, we must emphasize that even if we expect 

improved utilization, we do not expect significant growth in the total production capacity in the 

foreseeable future. This is grounded in the newly implemented traffic light system has evaluated 

ecological conditions in the area were Rogaland operate to be yellow i.e., no additional growth in the 

predictable future.  Thus, we do find the acquisition of Tytlandsvik AS to be a step in the right 

direction to cope with better utilization of the area. Operations in Finnmark seems promising as they 

currently operate in “green zone” and have improved MAB in with 470 tons (Grieg Seafood, 2018). 

Our 2018 estimations are relatively close to guided volume, partly because 3000 tons are relocated 

from harvest in 2017 to 2018. Our medium term-forecast is based on a normalized level of biological 

issues and temperatures. On the other hand, it is necessary to take account for GSF’s history of 

producing volumes below its guidance. However, in the long-term, we do not see any reason why 

GSF’s should not harvest close up to its capacity. 

  

In sum, we expect challenges related to biological issues and the new traffic light system will be better 

controlled by GSF’s investments in a surveillance system and release of larger sized smolt. 

 

10.5.1.2 Sales price 

 

We have based the revenue forecast on the spot price estimates in the previous section, plus the sales 

premium obtained by OQ. We found that GSF’s sales premium is slightly lower than peer average and 

we assume this to be a consequence of GSF lack of focus on VAP distribution. Ergo, we decided to 

use the average of the last five years as a benchmark for future sales premium, and we expect the sales 

premium to be constant in the long-term only increasing with inflation.  

 

Table 10.9: Forecasted sales premium and spot price 

 

Source: Own creation 

 

The estimated total revenue is based on sales price, harvest volume and OQ contribution and is 

displayed in Table 10.10. GSF receives 60% revenue from Ocean Quality. Our estimates are based on 

harvest volume, sales price and the revenue stream from OQ. Since OQ is not publicly listed is it 

difficult to find reliable data on how the company operates. Thus, based on historical performance we 

Year 2018E 2019E 2020E 2021E 2022E 2023E

Sales premium 1,41               1,41               1,41               1,45               1,50               1,50               

Spot Price 61,03             60,19             57,87             57,21             57,21             57,21             

Price 64,44             61,60             59,28             58,66             58,71             58,71             
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estimated the company’s contribution to total revenue. Table 10.10 shows GSF’s forecasted revenue 

from 2018 to 2023.  

 

Table 10.10: Forecasted revenue 

 

Source: own calculation  

 

10.5.2 Operating costs  

 

GSF has been struggling to keep up with its peers in terms of operational efficiency and as a 

consequence has had a significantly higher cost per kg than its peers. Since fish feed is consumed late 

in the production cycle are we expecting to see lower fish feed costs for 2018 because of the price 

drop in 2017 (Pareto, 2017). Cost per kg is expected to go down due to higher volumes which are 

driven by better biology, which again will lead to lower biological cost. Ceteris paribus, higher 

volumes result in lower fixed cost/kg. However, total COGS in absolute numbers will increase over 

the analyzed period due to higher harvest volumes. 

 

For 2018 we estimate that COGS/KG will be reduced close to the average after the consolidation of 

OQ. As discussed in section 10.4.1 do we anticipate fish feed prices to increase, we adjust COGS 

accordingly. It is difficult to predict fish feed costs and extraordinary biological event in the long run, 

therefore have we decided to increase COGS/KG with the growth in the economy, i.e. 2% in the 

terminal period. These estimates are closer to the peer average. These estimates are illustrated in the 

figure below. 

 

Table 10.11: Forecasted operating costs / KG 

 

Source: Own creation 

 

Figure 10.10: Forecasted operating cost absolute numbers 

 

Source: Own creation 

Year 2018E 2019E 2020E 2021E 2022E 2023E

Sales Revenue 8.146.732      8.240.475      8.383.441      9.055.598      9.158.470      9.367.807      

Year 2018E 2019E 2020E 2021E 2022E 2023E

Cost of sales 50,7               51,7               52,2               50,7               51,7               52,8               

Salearies and personnel expenses 7,9                 7,9                 7,9                 7,9                 7,9                 7,9                 

Other operating expenses 23,6               23,6               24,1               24,1               24,6               24,6               

Sum operating costs 82,2               83,2               84,2               82,7               84,2               85,2               

Year 2018E 2019E 2020E 2021E 2022E 2023E

Cost of sales 3.956.624-      4.269.432-      4.556.714-      4.831.646-      4.980.547-      5.196.276-      

Salearies and personnel expenses 613.844-         649.568-         686.639-         749.597-         757.467-         774.781-         

Other operating expenses 1.843.204-      1.950.476-      2.103.025-      2.295.853-      2.366.356-      2.420.444-      

Sum operating costs 6.413.672-      6.869.476-      7.346.378-      7.877.097-      8.104.370-      8.391.500-      
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10.5.3 Depreciation 

 

Depreciation is calculated as a percentage of PP&E and depreciation of license, and other intangible 

assets are calculated as a percentage of licenses plus other intangible assets. Depreciation has been 

relatively stable over the analyzed period, and we have therefore used this as a benchmark for future 

periods.  

 

10.5.4 Tax of core operations 

 

Tax on core operations is calculated as a weighted average between operational activities of the 

different regions. This is done because GSF operates in multiple regions with different tax rates. The 

weighted average of the operational tax rate equals 24.9% and will be used for future periods.   

 

10.5.5 Non-core operations 

 

The line of items that goes under this category is financial expenses and financial income. These 

figures are brought together in the pro forma income statement and calculated as a percentage of 

NIBD. We have decided to use the historical average as a benchmark for all future periods. 

 

10.6 Pro forma balance sheet 
 

All operating current assets, operating non-current assets, equity, and non interest-bearing debt is 

calculated as a percentage of harvest volumes, and their respective historical averages have been used 

in all future periods. Net interest-bearing debt (NIBD) is calculated as a percentage of invested capital, 

and its historical average is used as a benchmark for future periods.  

 

10.7 Pro forma cash flow statement 
 

The figure below shows GSF’s forecasted cash flow statement and is calculated based on the 

forecasted income statement and balance sheet. We assume that all free cash flow to equity (FCFE) is 

paid out as a dividend, i.e., no cash surplus.  
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11 Cost of capital 
 

11.1 Risk free rate  
 

The risk-free rates create a benchmark for the minimum expected return (PWC; EY 2015). As a ‘rule 

of thumb’ risk-free interest rates tends to be zero-coupon bonds with a maturity equivalent to the 

valuation duration for the determination of risk-free interest rate (Norwegian central bank, 2018). 

Since government bonds with infinite maturity do not exist, we estimate the risk-free rate based on a 

10-year Norwegian government bond. However, we acknowledge that government bonds are subject 

to some risk, but this is nonetheless a commonly applied method among analysts to estimate close to 

risk-free rates (EY, 2015). Preferably, we should have used different risk-free rates for each period. 

However, we have decided to use one risk-free rate through the forecasting period and a normalized 

risk-free rate in the terminal period.  

 

The 10-year government bonds, has a yield of 1.97% on our cutoff date (Norges bank, 2018). The rate 

has slightly increased since the Norwegian 10-year government bonds were at an all-time low in 2016 

with a yearly average interest rate of 1.33%. In March 2018, the Norwegian central bank decreased its 

inflation target by 0.5% from 2.5% to 2% and expected an increase of the key-rate after summer 2018. 

Due to an expected increase in key-rate policy, strengthened economic factors, and recovery form 

historically low rates significantly below the 10 and 20-year average on respectively 2.88% and 

4.02%, we expect this rate to increase. After summarizing the arguments above, we have decided to 

set the short-term interest rate at 2.5%, which is an average of the 10-year government bond and the 

“normalized risk-free rate” of 3%. We decided to take an average of the normalized rate and the ten 

year- government bond since almost 40% of financial analysts apply the ten-year rate, and 25% use 

the normalized rate (PwC, 2017). We expect the long-term rate to approach the normalized rate and 

have therefore decided to apply 3% in our terminal value.  

 

11.2 Cost of debt  
 

A commonly applied method to estimate the cost of debt is to calculate yields of a company’s long-

term bonds. However, as GSF’s debt is financed with floating interest-bearing debt, syndicated 50/50 

by DNB and Nordea, do we have to apply a different approach to measure the cost of debt. We have 

decided to calculate the cost of debt in two ways and use the average of these two figures; one 

estimates GSF’s credit spread through synthetic rating while the other calculates what GSF historically 

have paid in interest on their debt.  
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We will calculate the required return on debt as the market-rate to the company’s debt (Damodaran, 

2012) and define return on debt the following way:  

 

𝑅𝑑 (1 − 𝑡) = (𝑅𝑓 + Rs ) ∗ (1 − 𝑡)  
 

Rd (1-t)  =  required rate of return on interest bearing debt 

Rf   =  Risk-free rate  

Rs   =  Credit spread (risk premium on debt)  

t   =  Corporate tax rate  

 

To calculate GSF’s actual interest rate expense paid on their loans have we divided used the following 

formula: 

rd=
Interest expenses

NIBD
× (1 − 𝑡) 

 

GSF’s historical rd has varied from 2.3% to 5.0% and has an average of 4.1% over the analyzed 

period.  

 

11.2.1 Credit spread  

 

With increased liquidity and bankruptcy risk, the credit spread increases, and hence the company´s 

cost of debt. In section 7.5, we established BBB-rating of GSF by applying a modified credit rating 

more appropriate for the Norwegian market, and we intend to apply the synthetic credit score to 

calculate the credit spread to GSF. Damodaran (2018) estimates BBB- rated companies credit risk 

spread is set to be 1.27%. The credit spread for BBB rated companies has fluctuated over time, and 

during the financial crises in 2008, BBB rates companies credit risk premium was 6% (Damodaran, 

2012). 
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Table 11.1: Credit rating 

 

Source: Own calculation, Annual report GSF 

 

11.2.2 Corporate tax rate 

 

We chose to use the tax rate of 24.9% calculated in section 10.5.4 to ensure consistency. Since GSF 

operates internationally, we use the weighted average tax rate for the respective division’s national 

location. However, the tax rate is very close to the Norwegian corporate tax rate of 25%.  

 

11.2.3 Calculation of cost of debt  

 

On short-and medium terms, we calculate cost of debt as following:  

 

𝑅𝑑 (1 − 𝑡) = (𝑅𝑓 + Rs ) ∗ (1 − 𝑡) = (2% + 1.27%) ∗ (1 − 0.24%) = 2.83% 

 

On long-term, we have the following calculation:  

 

𝑅𝑑 (1 − 𝑡) = (𝑅𝑓 + Rs ) ∗ (1 − 𝑡) = (3% + 1.27%) ∗ (1 − 0.24%) = 3,21% 

 

Bringing these two figures together and taking the average provides us with a cost of debt in short-

term of 3.46% in the short term and 3.65% in the long-term. 

 

11.3 Systematic risk and cost of equity 
 

Cost of equity tells investors how risky the individual stock is relative to the market, and how exposed 

one is against the general market risk (Kaldestad and Møller, 2015). Cost of equity is calculated by 

dividing the covariance between the individual stock and the market portfolio by the variance of the 

market portfolio (Damodaran, 2012).  

Year 2011 2012 2013 2014 2015 2016 2017 Average Median

Current ratio 1,59 1,81 2,24 2,30 2,34 2,50 2,50 2,18 2,30

BBB BBB BBB BBB BBB A A BBB BBB

Equity / NIBD + Equity 53% 49% 57% 58% 53% 70% 65% 58% 0,57

BBB BBB A A BBB A A A A

NIBD/EBITDA 4,5 0,0 3,2 3,9 8,4 1,1 1,6 3,25 3,20

B - BB BB CCC AA AA BB BB

EBIT   14% 19% 21% 16% 3% 41% 30% 21% 0,19

BBB A A BBB CCC AAA AA A A

Avearge rating BBB BBB
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Raw beta 

When calculating the equity beta for GSF have decided to use monthly data that dates back 2011, 

same as our historical performance analysis. We have used the Oslo Stock Exchange as a proxy for the 

market portfolio. When conducting regression analysis is it essential to choose an ideal proxy for the 

market portfolio. An ideal index according to Damodaran (2006) is the Standard & Poor’s 500 (S&P 

500) because it is weighted and includes enough number of shares. However, since GSF and its peers 

are Norwegian companies and listed on the Oslo Stock Exchange (OSE), have we decided to estimate 

GSF and its peer's excess return against OSE. However, since the oil industry heavily weights OSE, 

which not affect the salmon industry, have we decided to use Oslo Stock Exchange Benchmark Index 

(OSEBX) as an index benchmark. Furthermore, when calculating the daily excess return of the 

individual stock have we used an average of the monthly 10-year and 5-year treasury bonds. This 

paper has then taken the average of these to figures to get the raw equity beta. We have calculated the 

raw beta for both GSF and the peer group, which is then used to unlever the equity beta to get asset 

beta. Lastly, according to Damodaran (2006) are returns more volatile on a day to day basis than 

yearly returns. This is because there exist non-trading days that can make noise when estimating the 

beta. We have therefore decided to use monthly returns instead of daily or yearly returns.  

 

Figure 11.1: Regression analysis for GSF 2011-2018 

 

Source: Yahoo finance (2018a) 

 

The raw beta provided when running a regression of GSF returns against the OSEBX is 0.83, this is 

shown in Figure 11.1. All regression can be found in appendix 12. 

 

Beta adjustments 

 

After we had calculated the raw beta for both GSF and its peers do we have to modify on the 

assumptions that GSF’s true beta will converge to the market average, i.e., 1, in future periods. The 

y = 0.8339x + 1.837

-40.00

-30.00

-20.00

-10.00

0.00

10.00

20.00

30.00

40.00

-15.00 -10.00 -5.00 0.00 5.00 10.00 15.00

O
SE
B
X

GSF



 

 

Page | 99  

 

raw beta is adjusted with the following formula: 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑏𝑒𝑡𝑎 =
2

3
× 𝛽𝑒 +

1

3
 (Damodaran, 1999). 

The adjusted beta for GSF is then 0.89.  

  

Beta debt  

 

Before we can calculate the asset beta for GSF and its peers, we need to calculate beta debt. Beta debt 

is calculated by using the formula below: 

 

β
d
=

(rd-rf)

(rm-rf)
 

Where: 

β
d
   =  Beta debt 

rd   =  Cost of debt 

(rm-rf)   =  Market risk premium 

 

By using the formula, we will get a beta debt of 0.32 for GSF. For MHG, SALM, and LSG are beta 

debt equal to 0.25, 0.43, and 0.43, respectively. The average unlevered beta debt is 0.35. 

 

Unlevered beta  

 

The formula provided by Petersen and Plenborg (2012) for calculating the unlevered beta is: 

 

β
a
=

(β
e
+β

d
× NIBD E⁄ )

(1+ NIBD E⁄ )
 

Where: 

β
e
   =  Equity beta 

β
d
   =  Debt beta 

NIBD E⁄  =  Debt/equity 

 

Using this formula will provide us with an asset beta of 0.65 for GSF. For MHG, SALM, and LSG are 

asset beta equal to 0.52, 0.67, and 0.87, respectively. The average asset beta of GSF and peers is 0.68.  

 

Relever beta  
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We then take the average of the asset betas and relever it with GSF’s capital structure to get the 

levered beta for GSF specifically by following this formula: 

 

β
e
=β

a
+(β

a
-β

d
)×

NIBD

E
 

 

Where: 

β
e
   =  Levered beta   

β
a
   =  Unlevered beta 

β
d
   =  Beta debt 

NIBD

E
   =  NIBD / Equity 

 

After relevering of the unlevered beta with GSF’s capital structure, we end up with an equity beta of 

0.91. This beta is then used to calculate the required rate of return on equity  

 

The beta estimations tell us what has happened in the past, but not necessarily what will happen in the 

future. Ceteris paribus, a company with high percentage of fixed costs, will typically have higher beta 

equity than a company where the cost level mainly fluctuates with revenue (Kaldestad and Møller, 

2015). For salmon farming companies are the salmon spot price one of the most critical value drivers, 

and the salmon price has been very volatile in the past, as discussed in section 5.4. 

 

11.4 Market risk premium 
 

Market risk premium is defined as the difference between the expected return on the market portfolio 

and the expected return on the risk-free rate and is one of the most discussed topics in finance 

(Kaldestad and Møller, 2015; Koller et al., 2015). Koller et al. (2015) calculated that the market risk 

premium lays between the intervals of 4.5% to 5.5% between 1900 to 2009. Historically, has the 

market risk premium increased when the key rate policy rate is low as a consequence of reduced 

economic prospects, but we also see that the market risk premium decreases when the key policy rate 

is low. The lower market risk premium is a result of capacity constraints in the market, which were the 

case during the financial crisis of 2008 (Klinserdal, 2015). A survey conducted by PWC in 2017 asked 

151 Norwegian companies what market risk premium their analysts and economist used when 

conducting actions such as investment, valuation, and financial analysis. The participants responded 

that they were using a market risk premium of 5% (PWC, 2017). The average market risk premium 
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used in the period from 2012 to 2017 varies from 4.9% to 5.2%. As a result, we decided to use a 

market risk premium of 5% for all future periods. 

 

11.5 Return on equity 
 

Thus, following formula is used to calculate the return on equity:  

 

re=rf+β
e
(rm-rf)=2.5%+0.91(5%)=7.1% 

 

Where: 

 

re   =  Required return on equity 

rf   =  Risk-free rate 

β
e
   =  Equity beta 

rm  =  Required return on the market portfolio 

 

The formula calculates that GSF’s cost of equity is equal to 7.1% 

 

11.6 Weighted cost of capital (WACC) 
 

WACC in the forecasting period and terminal period is calculated according to the following formula:  

 

WACCforecasting=re1

E

NIBD+E
+rd2(1-t)

NIBD

NIBD+E
 

 

WACCterminal=re2

E

NIBD+E
+rd2(1-t)

NIBD

NIBD+E
 

 

These two calculations yield a WACC in forecasting period of 5.22% and a WACC in terminal period 

of 5.58%.  

 

These two WACCs are used in section 12.1 to discount future cash flows. It is worth mentioning that 

WACC is based on several assumptions regarding the risk-free rate, market risk premium, equity beta, 

and cost of debt, and can vary a lot over time. We have therefore conducted sensitivity analysis and 

scenario analysis in section 12.3 to illustrate the effect these variables have on the share price. 
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12 Valuation 
 

Carrying out a valuation of a company is a comprehensive exercise, and it is essential to be able to 

understand all of the technical issues that are related to the task since high level of knowledge about 

the industry drivers are crucial (Petersen & Plenborg, 2012).  

 

There exists multiple of valuation practices, and many of them yield the same value. As described in 

section 3.2, we have decided to use two present value approaches and one relative valuation approach 

(multiples). These valuation approaches are all based on the forecasting done in section 10. 

 

12.1 Present value approach 
 

Present value approaches are used to estimate GSF’s fundamental value and uses our predictions 

regarding GSF’s cash flows. The cash flows are discounted with the WACC calculated above. This 

thesis will use the discounted cash flow model (DCF) and the economic value added model (EVA).  

 

12.1.1 Discounted cash flow valuation 

 

The discounted cash flow model is regarded as the most applied models to estimate companies’ value, 

and the model is used by analysts and researchers(Petersen & Plenborg, 2012). This paper has used the 

enterprise value approach of the discounted cash flow model, and discounts future free cash flows to 

the firm (FCFF) by the WACC. FCFF is calculated accordingly: 

 

FCFF=NOPAT+Depreciation & Amortization ±∆NWC ± ∆CAPEX 

Where: 

NOPAT  =  Net operating profit after tax 

∆NWC    =  Change in net working capital 

∆CAPEX   =  Change in capital expenditure 

 

When calculating the enterprise value using the discounted cash flow model are the FCFF merged into 

a two-stage model (Petersen & Plenborg, 2012). The enterprise value is calculated using the formula 

below: 

 

EV0= ∑
FCFFt

(1+WACC)t
+

FCFFn+1

(WACC-g)
×

1

(1+WACC)n

n

t=1
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The first stage of the model is to discount FCFF in the forecasted period to find the enterprise value in 

the forecasting period. The second stage of the model is to calculate the enterprise value for the 

terminal period. The terminal value is discounted using the Gordon growth model and uses growth 

factor, g, which is a stable growth factor for the terminal period, calculated in section 10.1 (Petersen & 

Plenborg, 2012). The data output of the discounted cash flow model can be found in Table 12.1 

 

Table 12.1: The discounted cash flow model 

 

Source: Own creation 

 

From Table 12.1 above, one can see that GSF has positive FCFF for the whole period. This is in line 

with the financial analysis undertaken in section 7.3. We have estimated different risk-free rates in the 

forecasting horizon and in the terminal period, hence we need to operate with different WACCs. The 

model assumes that all cash flows take place at the end of each year and that each daily cash flow 

contributes equally (Petersen & Plenborg, 2012). Hence, it makes it possible to adjust for revenue that 

occurs from 31st of December to our cut-off date (19.04.2018). The adjusted enterprise value is 

calculated by using the following formula: 

 

Adj. EV=(1+WACC)n/365 

 

To get the estimated market value of equity NIBD primo needs to be subtracted from the enterprise 

value. Subsequently, we divide the estimated market value of equity by outstanding shares. The share 

price implied by the discounted cash flow model is NOK 104.6 and is 21.6% higher than the actual 

share price of NOK 86 on the 19th of April 2018. Furthermore, from the Table 12.1 one can see that 

77% of the enterprise value comes from FCFF in the terminal period and is in line with suggestions 

Year 2018e 2019e 2020e 2021e 2022 2023T

Free Cash Flow to Firm (FCFF) 1.485.315        640.513             372.771     269.702      596.351      473.619        

WACC 5,22% 5,22% 5,22% 5,22% 5,22% 5,58%

Discount factors WACC 0,95                 0,90                   0,86           0,82            0,78            27,96            

Discounted FCFF 1.411.593        578.509             319.975     220.013      462.334      

Terminal Value 13.244.285   

Growth terminal value 2,0%

PV of Free Cash Flow in forecasting horizon 2.992.423        

PV of Terminal Value 10.267.934      

Enterprise Value (31.12.17) 13.260.357      

Adjusted enterprise value (19.04.18) 13.468.666      

NIBD 1.790.101        

Equity Value 11.678.565      

Shares Outstanding 111.662           

Share Price 104,6               
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made by Damodaran (2006). The reason for not wanting a high percentage of enterprise value coming 

from FCFF in terminal value is because it is more uncertainties tied to the estimations of this value 

(Petersen & Plenborg, 2012).  

 

12.1.2 The economic value added model 

 

The EVA model is calculated on accrued accounting data, which is in contrast to the DCF model but 

should yield the same result in the end (Petersen & Plenborg, 2012). In the EVA model the company’s 

value is determined by the beginning value of invested capital plus all future EVAs discounted back to 

present value (Petersen and Plenborg, 2012). To get the enterprise value, the EVA model calculated 

according to this formula: 

 

EVA0=NOPAT-WACC×Invested Capitalt-1 

 

Similar to the DCF model, is the EVA model merged into a two-stage model and discounted by the 

WACC. The enterprise value is then calculated using the formula suggested by Petersen and Plenborg 

(2012): 

 

EV0=Invested Capital0+ ∑
EVAt

(1+WACC)t
+

EVAn+1

(WACC-g)
×

1

(1+WACC)n

n

t=1

 

 

The EVA model calculates future EVA using invested capital primo and discounts all future EVA 

with the appropriate discount factor (Petersen & Plenborg, 2012). Similar to the DCF model does the 

second part of the equation consist of Gordon growth model. Table 12.2 below shows the output of the 

EVA. From the figure is it evident that there is positive EVA in all future periods and that we get the 

same share price as in the DCF model, i.e., NOK 104.6.  
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Table 12.2: The economic value added model 

 

Source: Own creation 

 

The terminal value accounts for 70% of the enterprise value in EVA model. Hence, a lower terminal 

value is an indicator that the EVA model is less sensitive to changes in terminal value as opposed to 

the DCF model. This comes from the idea that value is created through invested capital and only 

excess returns are added (Petersen & Plenborg, 2012).  

 

12.2 The relative valuation approach 
 

The relative valuation approach is a common applied method amongst practitioners. The reason for 

this is due to its simplicity and how quick it provides a valuation of a company. This approach values a 

company by comparing it to its peers using different parameters (Petersen & Plenborg, 2012). 

Conducting a thorough and high qualitative relative valuation approach is considered to be time-

consuming and complicated (Petersen & Plenborg, 2012). This is because practitioners have to 

understand different accounting policies and special items. When we valued GSF using the DCF and 

EVA model we based our forecasts on our expectations. On the contrary, the relative valuation 

approach bases its valuation on market and book values, which supplements the present value methods 

well (Petersen and Plenborg, 2012).  

 

This paper has decided to use industry-specific multiples, such as EBIT/KG, equity value multiples, 

and enterprise value multiples. The figure below elaborates on both strengths and weaknesses of the 

multiples used. 

Year 2018e 2019e 2020e 2021e 2022e 2023T

NOPAT 1.152.979      913.849         656.408         751.408         656.564         595.042        

Invested capital, beginning of period 5.138.006      4.829.176      5.110.225      5.401.866      5.897.167      5.959.079     

WACC 5,22% 5,22% 5,22% 5,22% 5,22% 5,58%

Cost of capital 268.338         252.209         266.887         282.119         307.986         332.280        

EVA 884.641         661.640         389.521         469.289         348.578         262.762        

Discount factor 0,95               0,90               0,86               0,82               0,78               27,96            

Discounted EVA 840.733         597.590         334.351         382.828         270.243         

Terminal value 7.347.871     

Discounted terminal value 5.696.605      

Growth terminal value 2%

Invested capital, beginning of period 5.138.006      

Present value of EVA in forecast horizon 2.425.746      

Present value of EVA in terminal period 5.696.605      

Enterprise Value (31.12.17) 13.260.357    

Adjusted enterprise value (19.04.18) 13.468.666    

NIBD 1.790.101      

Equity value 11.678.565    

Shares Outstanding 111.662         

Share price 104,6              
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Multiples are based on the assumptions that companies have the same outlook in characteristics such 

as; accounting policies and transitory items should have been eliminated (Petersen & Plenborg, 2012). 

Characteristics, strengths and weaknesses are described in appendix 15. This paper has decided to use 

historical- and forward-looking figures multiples. Table 12.3 below shows the multiples for 2017 and 

has estimated multiples for 2018. Multiples are often used by practitioners to test their present value 

method and to illustrate the implied stock price (Petersen & Plenborg, 2012). The reason we used 

harmonic mean instead of an average is that the harmonic mean smooths out peers’ multiples to get rid 

of impact from extreme values/outliers (Petersen & Plenborg, 2012). As one can see from the Table 

12.4 below does the multiples yield different share prices, and 2017 prices are based on the financial 

analysis done in section 7.3 while 2018 figures for peers use Bloomberg estimates.  

 

Table 12.3: Multiples output 

 

Source: Bloomberg and own creation 

 

GSF’s EV/Sales is below the harmonic mean and median in both periods. This ratio evaluates the 

prospects of sales and does not take cost into considerations. The EV/sales ratio implies that GSF is 

undervalued, a possible explanation is that market sees GSF’s sensitivity to spot prices and volatile 

results to be priced with a discount. EV/EBITDA and EV/EBIT for GSF is higher than both harmonic 

mean and median in 2017 which implies that in 2017, GSF was priced unattractive since an investor 

pays more for GSF’s EBIDTA/EBIT than its peers. In 2018, all the enterprise-based multiples indicate 

that GSF is undervalued and sees ratios to be lower than both harmonic mean and median in all 

multiples.  

 

The P/E ratio does not only reflect what investors are willing to pay for companies’ earning but it also 

reflects their growth prospects (Petersen & Plenborg, 2012). GSF’s P/E is lower than the harmonic 

mean in both years, which means that the market is expecting better growth opportunities for the peer 

group and also that they are willing to pay more their earnings (Petersen & Plenborg, 2012). The price 

Year 2017 2018E 2017 2018E 2017 2018E 2017 2018E 2017 2018E 2017 2018E

SALM 2,70 4,53 7,70 13,04 10,76 13,38 10,76 10,67 12,17 18,57 5,87 5,50

MHG 2,16 2,57 8,18 10,24 10,96 10,52 11,37 11,26 15,20 15,63 3,90 3,65

LSG 1,53 1,98 7,68 9,07 9,19 9,67 9,19 8,42 15,03 13,69 2,62 2,27

GSF 1,40 1,63 9,08 7,65 11,15 8,64 14,82 11,50 13,43 11,12 2,99 4,10

Median 1,85 2,28 7,94 9,66 10,86 10,10 11,06 10,97 14,23 14,66 3,45 3,10

Harmonic mean 1,82 2,31 8,12 9,63 10,45 10,28 11,20 10,30 13,84 14,25 3,50 3,10

P/BP/EEV/NOPATEV/EBITEV/EBITDAEV/Sales



 

 

Page | 107  

 

indicates that the market is unwilling to pay the same for GSF as they are to the peer group based on 

growth prospects. GSF’s P/B is undervalued in 2017 but above most peer in 2018.   

 

Table 12.4: Relative valuation based on multiples 

 

Source: Own creation 

 

EV/sales yields prices that range from NOK 98.4 to NOK 151.0. The EV/EBITDA multiple is the 

most applied multiple among analyst and practitioners to value companies (Pareto, 2017, ABG, 2017, 

DNB Markets, 2017). The price ranges from NOK 62.92 in 2017 to NOK 131.75 in 2018. The 

EV/EBIT provides a multiple closer to our DCF estimation, the EV/EBIT ratio gives us a price of 

NOK123.63 in 2018. EV/NOPAT is lower than our DCF estimation with a price of NOK 88.68 in 

2018 estimation. The average price of the 2018 enterprise-based multiples provides a share price of 

NOK 123.76 per share. The average equity-based multiple values are NOK 111.72 per share  

 

In conclusion, the relative valuation approach yields an average value of 98.22 per share, which means 

that GSF is at the moment trading at a discount.   

 

12.3 Scenario and sensitivity analysis 
 

Our present value models have discounted cash flows based on our forecasting projections. It is 

therefore favorable to test essential value drivers and variables with sensitivity analysis and scenario 

analysis. Since small changes in parameters and value drivers that are forecasted by us can have a 

significant impact on the estimated value.  

 

Sensitivity analysis 

In our present value models is the estimated value sensitive to changes in key value drivers and 

variables, and since the present value of FCFF in the terminal value accounts for 77% of the whole 

value and is based on the assumption of perpetuity, makes it highly sensitive to changes. Thus, present 

value models should always be followed by a sensitivity analysis (Petersen & Plenborg, 2012).  

 

The WACC consist of a combination of value drives that can independently be evaluated to affect the 

share price, we will look into the specific components which we have estimated throughout the thesis. 

Year 2017 2018E 2017 2018E 2017 2018E 2017 2018E 2017 2018E 2017 2018E

Estimated share price GSF98,39 151,02 62,92 131,75 66,73 123,63 50,70 88,65 74,48 133,97 104,94 89,48

P/BP/EEV/NOPATEV/EBITEV/EBITDAEV/Sales
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The variables are: the cost of debt, beta, and the risk-free rate which are specific value drivers that 

each could be argued to have an impact on the share price. Going on, in the financial and strategic 

analysis we discussed the critical performance drivers consisting of cost, harvest volume, and the 

salmon spot price. This section aims to analyze the stock price sensitivity derived from changes in cost 

per kg and the salmon spot price in the terminal value.  

 

The sensitivity matrix in Table 12.5 illustrates changes in the terminal growth value and changes in 

WACC for the terminal period. The growth rate in the terminal value implies growth in harvest, and it 

makes sense to test how sensitive this number is to changes. From Table 12.5, it is also possible to see 

that small changes in the terminal growth rate significantly impact the stock price. This is not 

unexpected as the higher growth rate in terminal value is intensified by the DCF model and therefore 

is the GSF’s stock price highly sensitive to changes in the terminal growth 

 

Table 12.5: WACC vs. terminal growth 

 

Source: Own creation 

 

The sensitivity analysis indicates a total spread of 40 NOK equals to approximately spread of 39% in 

the realistic scenario estimations. As this spread is a severe change in the share price, we intend to 

evaluate the underlying value drivers affecting WACC, and we decompose the underlying value 

drivers further.  

 

The WACC calculations have been calculated with a fixed debt to equity ratio, and a discussion of the 

effect of a change in the cost of debt would not be logic according to our model. This is an ongoing 

concern, as the company has reported changes in the borrowing and financial leasing covenants where 

the bank the dropped the interest rate on long-term borrowings with approximately 1% after a 

successful fiscal year from GSF in 2016 (Grieg Seafood, 2018). Also, according to our financial 

analysis, improved profitability is anticipated to have a positive effect on the cost of debt as liquidity 

risk is expected to decrease. A deviation with -1 % in cost of debt would yield a WACC of 5.27%, and 

a +1% increase would increase WACC to 5.8% 

WACC

Growth 104,6     1,3% 1,5% 1,8% 2,0% 2,3% 2,5% 2,8%

Pessimistic 7,1% 68,5       71,1      73,9          77,0          80,4          84,2          88,4      

6,6% 73,9       77,0      80,4          84,2          88,4          93,1          98,5      

6,1% 80,4       84,2      88,4          93,1          98,5          104,6        111,6    

Realistic 5,6% 88,4       93,1      98,5          104,6         111,6        119,8        129,4    

5,1% 98,5       104,6    111,6        119,8        129,4        140,8        154,8    

Optimistic 4,6% 111,6     119,8    129,4        140,8        154,8        172,1        194,1    

4,1% 129,4     140,8    154,8        172,1        194,1        223,1        263,1    

Pessimistic OptimisticRealistic



 

 

Page | 109  

 

 

When we adjust the post-regression beta to the beta calculated since they went public, the WACC will 

increase from 5.25% to 6.24% in the forecast period and from 5.60% in the terminal to 6.60%. The 

new WACC in both forecast and terminal period yields a share price of 80.1, which is a downside of 

22,9% to the initial share price estimate.  

 

If we did not change our forecast estimations of the risk -free rate in the terminal value,  and remained 

at 2.5%, the new WACC would change to 5,28%. The new share price would then be estimated at 

NOK 112.2 or roughly 8% increase from our initial target price estimation.   

 

In sum, the sensitivity analysis of WACC underline the various assumptions needed to be addressed, 

highlight the value drivers, and how carefully these factors must be estimated. 

Revenue is affected by the spot price and the sales premium in which is described in section 7.3.  The 

scenario analysis will look at how the estimated share price will react to a change in the salmon spot 

price.  

 

Table 12.6: WACC vs. salmon spot price 

 

Source: Own creation 

 

The maximum range within a realistic scenario in the sensitivity analysis is NOK 74,1 from the initial 

estimate, which is a spread of 68,3% change in the stock value.  

 

In our financial analysis, we have illustrated the high-cost problem that has followed GSF throughout 

the last decade. Our cost estimations are described in the forecasting section 10.4, and is based on 

economic trends and strategic initiatives. Table 12.7 below displays possible changes in share price 

derived from changes in COGS/ KG in the terminal period.  

 

WACC

Salmon sale price 104,6     55,7 56,7 57,7 58,7 59,7 60,7 61,7

Pessimistic 7,1% 27,0       43,7      60,3          77,0          93,6          110,3        126,9    

6,6% 28,8       47,2      65,7          84,2          102,6        121,1        139,6    

6,1% 30,9       51,7      72,4          93,1          113,9        134,6        155,3    

Realistic 5,6% 33,7       57,3      81,0          104,6         128,2        151,9        175,5    

5,1% 37,3       64,8      92,3          119,8        147,2        174,7        202,2    

Optimistic 4,6% 42,4       75,2      108,0        140,8        173,7        206,5        239,3    

4,1% 49,9       90,6      131,4        172,1        212,8        253,5        294,2    

RealisticPessimistic Optimistic
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Table 12.7: WACC vs. COGS / KG 

 

Source: Own creation 

 

Scenario analysis 

 

Based on the financial and strategic analysis, we developed three possible scenarios which deviates 

from our base case. This section will evaluate the effects on the share price by exploring alternative 

outcomes of the strategic initiatives implemented by GSF.  

 

Scenario 1 – Operational efficiency 

As we have discussed through our financial- and strategic analysis, GSF is the black sheep in terms 

operational efficiency compared to its peer group. GSF has experienced higher operational costs 

caused by biological issues, and the company struggles to utilize its production capacity fully. The 

efforts to fully utilize production capacity has been persistent for years and contributes to an 

unfavorable increase in COGS/KG. In order control and reduce fish feed costs have GSF made an 

investment into new monitor equipment that utilizes sensor technology, which aims to gain insight on 

the appropriate feeding response to an algae blooms. Furthermore, the acquisition of Tytalandsvik AS 

will provide both larger-sized and larger volumes of smolt. Success in these initiatives will result in 

higher harvest volumes and lower COGS/KG. Hence, we will test these parameters in our first 

scenario. 

 

Best case 

We will explore two possible outcomes the strategic initiatives discussed above will have on the share 

price.  We have estimated the effect of the two strategies by, increase harvest volumes and decreasing 

operating cost per kg by 1 to 1.5 NOK 

 

WACC

COGS / KG 104,6     55,8 54,8 53,8 52,8 51,8 50,8 49,8

Pessimistic 7,1% 46,2       56,4      66,7          77,0          87,3          97,5          107,8    

6,6% 50,0       61,4      72,8          84,2          95,6          107,0        118,4    

6,1% 54,7       67,5      80,3          93,1          105,9        118,7        131,5    

Realistic 5,6% 60,8       75,4      90,0          104,6         119,2        133,8        148,3    

5,1% 68,9       85,9      102,8        119,8        136,7        153,7        170,6    

Optimistic 4,6% 80,1       100,4    120,6        140,8        161,1        181,3        201,6    

4,1% 96,7       121,8    147,0        172,1        197,2        222,3        247,4    

Pessimistic OptimisticRealistic
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Figure 12.1: Best case 

 

Source: Own creation 

 

The DCF analysis estimated a share price of NOK 127.5; this is a potential upside of 48.19%. It is 

worth noting that the harvest volume assumptions are in-line in line with GSF own projections of 

reaching 100.000 tons in 2020 and approach industry average in operational costs. If GSF’s strategy 

becomes successful to the extend it is intended by the company, it will create significant value for the 

shareholder.    

 

Worst case 

In our worst case, we analyzed GSF as its fur becomes even darker. Strategic initiatives will be 

unsuccessful, and harvest volumes are below our base case and costs increase  

 

Figure 12.2: Worst case 

 

Source: Own creation 

 

In doing so, we estimated that the share price would be 75 with a potential downside of 13.2%. 

 

 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Harvest volume 80.000         86.500        90.500        95.600        100.000      100.000      

Operating revenue 8.355.623     8.635.882     8.695.718     9.088.873     9.515.294     9.515.294     

Operating revenue / KG 104,4            99,8             96,1             95,1             95,2             95,2             

COGS / KG 50,0             49,0            49,0            49,0            51,7            52,8            

NOPAT 1.226.164     1.134.807     900.144       878.103       682.144       604.410       

FCFF 1.438.073     743.421       659.292       571.015       417.206       615.456       

Estimated equity value at 19.04.2018 14.230.453    

Shares outstanding 111.662        

Share price 127              

Potential upside / downside 48,19%

Year 2018e 2019e 2020e 2021e 2022e 2023T

Harvest volume 62.000         65.200        74.500        80.500        83.500        83.500        

Operating revenue 6.475.608     6.509.358     7.158.353     7.653.288     7.945.270     7.945.270     

Operating revenue / KG 104,4            99,8             96,1             95,1             95,2             95,2             

COGS / KG 54,5             55,0            55,0            54,0            54,0            55,0            

NOPAT 740.720        561.536       405.256       437.085       428.222       365.504       

FCFF 2.036.467     368.853       154.727-       75.805         247.582       376.550       

Estimated equity value at 19.04.2018 8.333.344     

Shares outstanding 111.662        

Share price 75                

Potential upside / downside -13,22%
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Scenario 2 – Sales premium and Ocean Quality 

 

GSF has not been able to capture additional revenue through secondary processing in the same way as 

the peer group. As demand for VAP products are growing in markets such as Europe, America, and 

Asia, is GSF missing out on a potential revenue stream. GSF’s reports about increased demand for 

ASC-certified products in European and Asian markets in their annual report, which indicates that 

additional value can be captured through branding and quality (Grieg Seafood, 2018). In the previous 

scenario, we based our scenario analysis on GSF’s concrete strategic initiatives. GSF has mentioned in 

their annual report to continually adapt to changing consumer through their high-end salmon brand 

Skuna Bay and Kvitsøy, but no concrete actions are mentioned to how they should adapt. Furthermore, 

our analysis pointed out the fact that companies with strong VAP has more stabilize earnings and 

thereby less affected by volatile spot price. Hence, we find it natural to explore the effect of product 

innovation for GSF in the long run.  

 

Best case 

Through an increased focus on VAP and product innovation are GSF able to meet changing consumer 

demands and thereby gain higher sales premium. 

  

Figure 12.3: Best case 

 

Source: Own creation 

 

Improved VAP efforts increase sales premium and provide a potential upside for shareholders with 

31.62% increase in share prices. 

 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Harvest volume 78.000        82.539      87.250      95.250      96.250      98.450      

Sales premium 1,80             1,80          1,80          1,80          1,80          1,80          

Operating revenue 8.196.038    8.292.650 8.438.593 9.109.632 9.205.272 9.415.678 

Operating revenue / KG 105,1          100,5        96,7          95,6          95,6          95,6          

COGS / KG 50,7            51,7          52,2          50,7          51,7          52,8          

NOPAT 1.190.014   953.039    697.834    791.994    691.717    630.998    

FCFF 1.522.349   679.703    414.197    310.288    631.504    509.576    

Estimated equity value at 19.04.2018 12.639.468 

Shares outstanding 111.662      

Share price 113              

Potential upside / downside 31,62%
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Worst case  

Assuming the strategy above is implemented with limited success resulting in secondary processing. 

With unsuccessful efforts in promoting product innovation and the bad reputation from OQ for 

falsifying documents to sell PD infected salmon to China. Poor reputation will bring bad synergies to 

GSF’s high-end products, and ultimately lower sales revenues. Furthermore, in the long run, will 

failed product innovation activities and bad reputation bring sales premium close to zero.  

 

Figure 12.4: Worst case 

 

Source: Own creation 

 

From the figure above, we see that OQ quality’s bad reputation and unsuccessful efforts in product 

innovation decreases GSF’s sales premium over the period. This results in a share price value of NOK 

77, which is a downside of 10.47% from the cut-off date share price.  

 

Scenario 3 – Green is the way forward 

Due to environmental issues facing the seafood industry has the Norwegian government introduced a 

new traffic light system which is discussed in depth in section 5.3.2. These challenges are important 

that GSF control to receive new licenses and growth in MAB levels of their existing licenses. 

Currently, is Rogaland categorized as a yellow site for its sea lice density and not eligible for growth 

in foreseeable future. Finnmark, on the other hand, has been given the green light and is eligible for an 

expansion of MAB levels.  

 

Best case  

Despite Rogaland currently being located in a yellow zone are we expecting improvements in 

biological issues due to lower density and accordingly switch to green light going forward from 2019. 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Harvest volume 78.000        82.539      87.250      95.250      96.250      98.450      

Sales premium 1,40             1,20          1,00          1,00          0,50          0,50          

Operating revenue 8.145.468    8.212.381 8.325.460 8.986.125 9.002.466 9.208.236 

Operating revenue / KG 104,4          99,5          95,4          94,3          93,5          93,5          

COGS / KG 50,7            51,7          52,2          50,7          52,7          52,9          

NOPAT 1.152.030   892.747    612.858    699.226    470.414    466.376    

FCFF 1.484.365   619.411    329.221    217.520    410.200    344.954    

Estimated equity value at 19.04.2018 8.597.254   

Shares outstanding 111.662      

Share price 77                

Potential upside / downside -10,47%
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Furthermore, for all future periods are Finnmark expected to stay in the green light category. This will 

allow both regions to exceed current production capacity with respectively 2% and 6%. We have 

assumed improved utilization in Shetland and BC according to company guidance. However, we 

expect the capacity growth is coming from “green licenses” in Norway, and the scenario expects the 

harvest volume in the terminal value to be above previous capacity estimations.  

 

Figure 12.5: Best case 

 

Source: Own creation 

 

Improved ecological conditions will have significant value for shareholders as we estimate harvest 

volumes to reach a new height and providing shareholder a 56.36% potential upside.  

 

Worst case  

The scenario does not expect any improvement in any of the other divisions and harvest volumes and 

growth to remain close to current levels.  We expect that biological conditions will sustain, and the 

area will be downgraded to ‘red zone’. 

 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Harvest volume 80.000         92.500       95.700        98.500        102.500      102.500      

Operating revenue 8.355.623    9.234.903  9.195.361   9.364.582   9.753.176   9.753.176   

Operating revenue / KG 104,4          99,8          96,1           95,1           95,2           95,2           

COGS / KG 50,7            51,7          52,2           50,7           51,7           52,8           

NOPAT 1.182.543   1.024.127 719.979     777.046     699.197     619.520     

FCFF 1.394.451   271.462    527.297     608.449     458.344     630.567     

Estimated equity value at 19.04.2018 15.015.049 

Shares outstanding 111.662      

Share price 134              

Potential upside / downside 56,36%
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Figure 12.6: Worst case 

 

Source: Own creation 

 

We see from the Figure 12.6 above that the ‘traffic light system’ have great impacts on the harvested 

volumes and ultimately GSF’s estimated share price. The impacts of Norwegian regions been given 

yellow and red zones gives an estimated share price of NOK 50, which yields a potential downside of 

41.98%.  

 

12.3.1 Sensitivity and scenario analysis summary 

 

The above sensitivity and scenario analysis, makes it possible to evaluate the share price sensitivity to 

changes in internal and external factors. The result of the sensitivity and scenario analysis stresses the 

importance of doing a comprehensive analysis before forecasting and running the estimations through 

the DCF model. 

 

12.4 Analysts’ predictions 
 

Figure 12.7: Analysts' share price estimations 

 

Source: Bloomberg (2018)  

Year 2018e 2019e 2020e 2021e 2022e 2023T

Harvest volume 67.300                  64.950        66.390        67.500            68.500          70.000          

Operating revenue 6.817.466               6.289.105    6.186.979     6.224.078         6.321.671      6.460.101      

Operating revenue / KG 101,3                     96,8            93,2             92,2                 92,3              92,3              

COGS / KG 50,7                       51,7            52,2             50,7                 51,7              52,8              

NOPAT 835.804                  572.419       355.167       387.325           319.823         272.412         

FCFF 1.812.421               713.920       268.460       320.488           259.610         193.139         

Estimated equity value at 19.04.2018 5.571.371               

Shares outstanding 111.662                  

Share price 50                         

Potential upside / downside -41,98%

Firm Target Price Date

Danske Bank 110 04/18/18

Handelsbanken 105 04/11/18

Pareto Securities 100 04/26/18

Nordea 100 04/10/18

SpareBank 1 Markets AS 90 04/13/18

DNB Markets 90 04/04/18

Carnegie 85 04/09/18

Kepler Cheuvreux 68 04/10/18

Arctic Securities ASA 65 02/15/18

Average 90,3                       

Median 90

Own estimate 104,6

Difference 16,8%
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Our valuation of GSF’s share price of NOK 104.6 per share estimates a potential upside of 21% from 

its trading price 19.04.18. Figure 12.7 displays analyst estimated target price and showed that our 

estimation is 16.8 % above average consensus.  The range varies from NOK 65– 110 NOK per share. 

Our estimating of 104.6 is thus an in a comfortable range comparing with analysts estimate. 

 

12.5 Valuation summary 
 

Figure 12.8: Valuation summary 

 

Source: Own creation 

 

Figure 12.8 illustrates all the estimated share prices values. Our DCF and EVA estimations yielded a 

share price of 104.6, which equals a potential upside of 21.61%. The relative valuation approach 

yielded a share price ranging from NOK 50.70 to NOK 151.02, with an average of 98.05. The average 

of the multiple values gives a potential upside of 14.02%. These results suggest that GSF is currently 

undervalued and is supported by our findings in the financial and strategic analysis. These results are 

also in line with the consensus amongst analysts, whose average is 90.3 giving a potential upside of 

16.8%.  

 

In our sensitivity analysis, we tested our DCF model against changes in critical variables that could 

alter the estimated share price. This paper concluded that GSF was highly sensitive to changes in these 

variables and especially against changes in the salmon spot price. However, this was expected as 
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discussed throughout the financial analysis is GSF much more sensitive to changes in the salmon spot 

price than its competitors.  

 

The three scenarios, tested two possible outcomes, worst case and best case. Scenario 3 where the 

impact of future harvest volumes granted by the Norwegian government through the ‘traffic light 

system’ were tested yielded the largest range from NOK 55 to 134. The other two scenarios yielded a 

range of NOK 75 to NOK 127 respectively. 

 

Bringing all of these estimates together yielded an average stock price of NOK 100.62 and a median of 

NOK 101.5.  

 

13 Conclusion 
 

The primary objective of this thesis was to find the value drivers of GSF and to see if the fundamental 

value of GSF was reflected in today’s share price (19.04.2018). The building bricks were set in the 

foundation of a financial and strategic analysis, which in combination revealed information about the 

company’s historical performance and strategic initiatives. The spot price, harvest volumes, and 

operational efficiency is the primary value drivers in both the industry and GSF. The spot prices are 

subject to volatility due to long production cycle and biological issues facing the industry. Salmon 

production is limited by the MAB regime determined by governments. However, new development 

licenses open up new possibilities for growth. Costs related to feeding and biology are expected to 

remain a significant percentage of total operational costs but exploring new technology and substitutes 

for raw materials used in the fish feed may reduce these expenses. 

 

However, the industry continues to struggle with biological challenges. Environmental regulations 

have regulated capacity growth in several regions; however, the new “traffic light” system opens up 

for growth if ecological conditions are met. The challenges going forward is to utilize licenses and 

create growth through improved operations by controlling biological conditions and to initiate 

development projects to mitigate biological risk. The thesis has analyzed the historical performance 

and strategic initiatives of GSF and articulated a portrait regarding how the company has initiated 

concrete strategies to address the challenges. Historically, GSF has been undervalued compared to its 

peers due to poor operational performance and highly volatile financial results. The company has 

performed particularly well in periods with high spot prices. However, the cost level has yet to be 

satisfactory.  
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In the VRIO-analysis it was evident that GSF did not hold any sustainable competitive advantage 

compared to its peers. GSF also struggled with capacity utilization and high costs per KG compared to 

its peers. These issues are expected to be improved in the future as new strategic initiatives start to 

capitalize and decrease biological issues. Porter’s five forces provided us with the insight about the 

attractiveness of the salmon farming industry. We discovered that the salmon farming industry is 

capital intensive, heavily regulation through license system which resulted in us to conclude that there 

are high entry barriers for the salmon farming industry. The industry rivalry between companies 

operating in this industry is high, and the threat of substitution is and will remain high. With the help 

of PESTEL framework we discovered that license policy, demand growth, environmental challenges, 

and trade conflicts are critical factors affecting the salmon farming industry.  

 

These analyses brought together provided our forecast with the necessary insight to predict future 

harvest volumes, salmon price, demand, and operating costs. Our pro forma was based on these 

forecasts and later used as a foundation in our DCF and EVA model. In our sensitivity analysis, we 

tested our DCF model against changes in critical value drives that could alter the estimated share 

price. These variables consisted of terminal growth rate, salmon price, COGS/KG, WACC, equity beta 

and the risk-free rate. The sensitivity analysis illustrated how sensitive GSF’s share price is to changes 

in some of these variables and especially against changes in the salmon spot price. Lastly, we 

compared our estimates against analysts’ target price and found out that we were in line with the 

consensus. 

 

The fundamental value has been thoroughly analyzed and the conclusion of this thesis is that the 

fundamental value of GSF is not fully reflected in today’s share price. Consequently, we view GSF as 

currently undervalued with a potential upside of 21%. 
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15 Appendix 
 

Appendix 1: Grieg seafood financial statements 

 

 

Appendix 2: SalMar financial statements 

 

Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Sales revenue 2.046.991   2.050.065   2.404.215   4.099.543   4.608.667   6.545.187   7.017.456   

Share of profit from associated companies 13.704        12.744        5.645          3.576          6.994          569            550-            

Cost of sales 889.677-      1.202.314-   968.978-      2.293.279-   2.738.926-   3.287.159-   3.724.200-   

Salearies and personnel expenses 238.382-      276.103-      302.223-      359.529-      409.432-      483.473-      482.827-      

Other operating expenses 603.585-      642.374-      675.156-      1.028.434-   1.235.695-   1.491.867-   1.724.604-   

EBITDA 329.051     57.982-       463.503     421.877     231.608     1.283.257  1.085.275  

Depreciation PP&E 136.984-      157.075-      133.468-      135.495-      162.211-      175.352-      196.237-      

Amortisation licenses and other intangible assets 3.222-          4.270-          2.569-          5.222-          5.163-          5.036-          4.895-          

EBIT 188.845     219.327-     327.466     281.160     64.234       1.102.869  884.143     

Tax on EBIT 69.709-        59.796        68.473-        45.465-        94.691-        239.184-      218.778-      

NOPAT 119.136     159.531-     258.993     235.695     30.457-       863.685     665.365     

Non-operating items

Net financial items 30.822-        108.346-      73.056-        50.279-        93.301-        134.733-      14.457-        

Net financial expenses before tax 30.822-       108.346-     73.056-       50.279-       93.301-       134.733-     14.457-       

Tax shield on net financial items 11.377        29.539        15.276        8.130          137.540      29.220        3.577          

Net financial items after tax 19.445-       78.807-       57.780-       42.149-       44.239       105.513-     10.880-       

Other income 16.568        28.217        20.827        2.819          44.921        41.019        21.771        

Other gains and losses 201            53-              -             59.112        15.218-        17.368        1.514-          

Impairment and reversal -             -             -             46.195-        6.472          -             

Fair value adjustment of biological assets 395.180-      98.063        267.450      123.737-      33.209        515.741      91.463-        

Share of profit/loss from associated companies 25.165        913-            2.244          2.865          3.142          12.083        -             

Non-operating items 353.246-      125.314      290.521      58.941-        19.859        592.683      71.206-        

Tax on non-operating items 130.395      34.165-        60.748-        9.531          29.275-        128.538-      17.620        

Non-operating items after tax 222.851-      91.149        229.773      49.410-        9.416-          464.145      53.586-        

Net earnings 123.159-     147.189-     430.986     144.137     4.366         1.222.318  600.899     
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Sales revenue 3.800.204 4.180.414 6.228.305 7.160.010 7.303.506 8.963.239 10.755.452  

Other operating revenues 33.299     24.377     17.555     25.877     22.696     66.575     61.786        

Income from investments associates 97.999     93.909     157.980   96.136     40.242     286.844   208.900      

Change in stock of goods in progress and finished goods 395.900   390.297   324.914   162.119   246.712   395.871   -             

Cost of goods sold 2.373.168- 2.715.056- 3.376.109- 3.337.411- 3.809.529- 4.396.689- 4.722.500-   

Payroll costs 391.745-   483.215-   623.053-   710.430-   765.881-   861.534-   929.100-      

Other operating expenses 705.891-   885.983-   1.086.299- 1.142.953- 1.272.186- 1.377.795- 1.584.200-   

EBITDA 856.598   604.743   1.643.293 2.253.348 1.765.560 3.076.511 3.790.338   

Depreciation og PP&E and intangible assets 132.000-   169.621-   220.820-   275.765-   307.280-   358.020-   418.600-      

EBIT 724.598   435.122   1.422.473 1.977.583 1.458.280 2.718.491 3.371.738   

Tax on EBIT 59.177-     90.858-     256.488-   501.867-   268.632-   562.142-   -659.190,01 

NOPAT 665.421   344.264   1.165.985 1.475.716 1.189.648 2.156.349 2.712.548   

Non operating items

Net finacial items 115.151-   124.264-   214.666   113.994-   100.362-   30.366-     -144953

NFE before tax 115.151-   124.264-   214.666   113.994-   100.362-   30.366-     144.953-      

Tax shield 9.404       25.948     38.707-     28.929     18.488     6.279       28.339        

NFE after tax 105.747-   98.316-     175.959   85.065-     81.874-     24.087-     116.614-      

Write-downs 543-          547-          5.000-       2.399-       14.169-     -          3.926          

Fair value adjustments 368.098-   290.417   528.176   232.349-   39.932     653.955   370.000-      

Non-recurring gains on aquisitions -          62.390     161.755   -          -          -          -             

Particular biological events 60.070-     54.614-     -          -          -          -          -             

Excess value of inventry from aquisitions 20.259-     -          -          -          -          -          -             

Tot non-operating items before tax 448.970-   297.646   684.931   234.748-   25.763     653.955   366.074-      

Tax on non-operating items 36.667     62.152-     123.501-   59.574     4.746-       135.228-   71.569        

Tot non-operating items after tax 412.303-   235.494   561.430   175.174-   21.017     518.727   294.505-      

Net earnings 147.372   481.442   1.903.376 1.215.477 1.128.795 2.650.990 2.301.429   
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Appendix 3: Marine Harvest financial statements 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

Non-current operating assets

License, patents, etc 1.483.752 1.702.152 2.030.710 2.451.271 2.466.171 2.464.332 2.478.510   

PP&E 1.126.445 1.268.803 1.859.324 2.017.575 2.403.772 3.137.522 3.604.770   

Investments in associates 918.868   948.575   402.338   523.711   627.681   908.400   1.023.796   

Other non-current receivables 4.609       4.029       5.225       13.403     6.840       49.949     55.284        

Total non-current operating assets excl. Goodwill 3.533.674 3.923.559 4.297.597 5.005.960 5.504.464 6.560.203 7.162.360   

Goodwill 433.348   433.348   433.348   447.372   447.372   446.465   446.465      

Total non-current operating assets incl. Goodwill 3.967.022 4.356.907 4.730.945 5.453.332 5.951.836 7.006.668 7.608.825   

Current operating assets

Biological assets 1.420.788 1.986.213 3.077.150 3.114.684 3.306.052 4.997.001 4.135.523   

Inventory 227.935   303.682   171.539   206.454   328.216   224.783   259.050      

Trade receivables 505.280   660.944   662.149   888.219   815.540   595.773   501.112      

Other current receivables 144.993   245.501   217.584   292.644   258.288   302.078   242.866      

Total current operating assets 2.298.996 3.196.340 4.128.422 4.502.001 4.708.096 6.119.635 5.138.551   

Non interest-bearing debt 

Trade payables 412.802   762.765   515.856   409.485   649.274   1.199.402 1.248.975   

Tax payable 66.399     7.008       25.843     321.839   292.320   423.223   672.448      

Public charges payable 52.980     43.192     93.532     143.757   153.262   189.136   170.716      

Other current liabilities 126.195   153.515   192.556   381.226   488.996   775.622   404.125      

Total non-interest bearing debt excl. Deferred tax 658.376   966.480   827.787   1.256.307 1.583.852 2.587.383 2.496.264   

Deferred tax 738.475   872.398   1.199.557 1.262.594 1.230.815 1.495.301 1.362.222   

Total non-interest bearing debt incl. Deferred tax 1.396.851 1.838.878 2.027.344 2.518.901 2.814.667 4.082.684 3.858.486   

Net operating assets excl. Deferred tax and goodwill 5.174.294 6.153.419 7.598.232 8.251.654 8.628.708 ####### 9.804.647   

Net operating assets incl. Deferred tax and goodwill 4.869.167 5.714.369 6.832.023 7.436.432 7.845.265 9.043.619 8.888.890   

Total Equity 2.214.610 2.967.713 5.060.784 5.137.277 5.227.039 6.680.833 7.668.128   

Net interest bearing debt 

Non-current debt to credit institutions 2.028.537 2.098.240 1.974.521 1.780.174 2.371.338 2.079.001 811.027      

Current debt to credit institutions 501.754   596.288   397.186   276.667   140.421   198.613   243.633      

Leasing liabilities and other non-current liabilities 173.460   125.188   471.716   411.388   381.849   360.556   344.972      

Pension liabilities 1.213       528          -          -          -          -          -             

Total interest bearing debt 2.704.964 2.820.244 2.843.423 2.468.229 2.893.608 2.638.170 1.399.632   

Interest bearing assets

Investments in shares and other securities 762          15.760     384          519          289          289          393            

Pension fund assets 2.023       2.492       802          1.592       1.397       1.379       1.379          

Cash and cash equivalents 47.621     55.336     1.070.998 166.963   273.696   273.715   177.098      

Tot interest bearing assets 50.406     73.588     1.072.184 169.074   275.382   275.383   178.870      

Net interest bearing debt 2.654.558 2.746.656 1.771.239 2.299.155 2.618.226 2.362.787 1.220.762   
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Analytical income statement 2011 (NOK)2012 (NOK)2013 (NOK)2014 (EUR)2015 (EUR)2016 (EUR)2017 (EUR)

Revenue 15.757,4     15.420,4     19.177,3     3.025,6      3.093,4      3.502,8      3626,1

Other income 375,4          43,2           22,1           27,6           19,0           7,4            23,3

Cost of material 8.398,6-       9.666,5-       9.998,5-       1.635,6-      1.770,3-      1.782,2-      -1688,5

Salary and personnel expenses 2.177,8-       2.418,6-       2.674,3-       397,1-         427,1-         440,0-         -477,9

Other operating expenses 2.063,2-       2.163,6-       2.581,9-       400,6-         443,2-         472,5-         -555

Income/loss from associated companies 8,5-             88,3           221,8          17,9           23,4           62,6           33,7

Restructuring costs 21,8-           0,8-             272,8-          6,3-            15,2-           5,4-            -2,5

EBITDA 3.462,9     1.302,4     3.893,7     631,5        480,0        872,7        959,2        

Depreciation and amortization 666,7-          677,2-          762,5-          115,6-         139,8-         142,5-         -150,4

EBIT 2.796,2     625,2        3.131,2     515,9        340,2        730,2        808,80      

Tax on EBIT 529,2-          298,3-          929,9-          260,9-         124,6-         211,5-         92,7-           

NOPAT 2.267,0     326,9        2.201,3     255,0        215,6        518,7        716,1        

Non-operating items

Interest expenses 405,8-          382,8-          640,2-          65,1-           46,5-           48,4-           -46,7

Net currency efffects 236,4          523,3          311,7-          46,4-           4,2            26,9           -8,8

Other financial items 342,9          320,0-          252,4-          145,1-         52,9-           210,5-         93,2

NFE before tax 173,5          179,5-          1.204,3-       256,6-         95,2-           232,0-         37,7           

Tax shield 32,8-           85,6           357,7          129,7         34,9           67,2           4,3-            

NFE after tax 140,7        93,9-          846,6-        126,9-        60,3-          164,8-        33,4          

Fair value uplift on harvested fish 3.250,6-       1.575,8-       4.323,7-       659,9-         457,6-         869,6-         

Fair value adjustment on biological assets 1.736,6       1.926,0       6.118,3       598,9         467,7         1.255,8      340,3-         

Onerous contracts provision 5,8-             6,1-             124,7-          2,8            0,7-            108,7-         119,8

Other non-operational items -             -             74,4-           20,1-           2,4            1,3            0,3

Impairment losses 67,0-           0,5-             65,0-           2,9-            6,8-            17,7-           -103,8

Non operating items before tax 1.586,8-       343,6          1.530,5       81,2-           5,0            261,1         324,0-         

Tax on non-operating items 300,3          163,9-          454,5-          41,1           1,8-            75,6-           37,1           

Non-operating items after tax 1.286,5-     179,7        1.076,0     40,1-          3,2            185,5        286,9-        

Profit after tax from discountinued operations -             -             91,9           24,5           0,2-            -            0

Net earnings 1.121,2     412,8        2.522,5     112,5        158,2        539,4        462,6        
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Appendix 4: Lerøy Seafood Group financial statement 

Analytical balance sheet 2011 (NOK)2012 (NOK)2013 (NOK)2014 (EUR)2015 (EUR)2016 (EUR)2017 (EUR)

Operating non-current assets

Licenses 5.577,5       5.435,4       6.036,1       725,9         746,6         764,3         615,2

Deferred tax assets 160,1          73,9           178,8          16,4           11,5           2,6            13,1

Other intengible asstets 123,1          114,2          188,4          18,6           27,6           32,4           26,1

Property, plant and equipment 4.167,5       4.111,9       6.677,2       920,0         963,7         1.008,1      1082,7

Investment in associated companies 624,4          647,3          900,4          109,0         123,9         175,0         170,7

Other non-current assets 25,8           73,2           8,8             1,6            2,1            5,0            2,9

Other Shares 92,1           1.008,6       132,1          

Total non-current assets excl. Goodwill 10.770,5     11.464,5     14.121,8     1.791,5      1.875,4      1.987,4      1.910,7      

Goodwill 2.146,1       2.115,5       2.374,9       269,3         259,0         268,0         255,7

Total non-current assets inc. Goodwill 12.916,6     13.580,0     16.496,7     2.060,8      2.134,4      2.255,4      2.166,4      

Operating current assets

Inventory 783,0          819,7          1.751,1       267,5         277,7         248,2         306,9

Biological assets 6.285,2       6.207,9       9.536,6       1.115,8      1.140,2      1.573,8      1200,5

Trade receivables 1.914,9       1.782,0       3.191,4       374,4         409,2         498,0         477,6

Other receivables 609,8          592,7          1.086,5       98,4           131,4         112,8         99,1

Total operating current assets 9.592,9       9.402,3       15.565,6     1.856,1      1.958,5      2.432,8      2.084,1      

Non-interest bearing debt

Current tax liability 86,6           26,2           252,6          58,5           72,6           142,6         90,8

Trade payables 1.481,8       1.452,5       2.232,6       227,2         248,0         275,5         280,9

Other non-current liabilities 99,3           414,7          976,2          12,9           12,0           11,5           12

Other current liabilites 1.180,3       1.475,4       1.967,7       199,9         151,2         179,8         196,5

Total non-interest bearing debt excl. deferred tax liabilities 2.848,0       3.368,8       5.429,1       498,5         483,8         609,4         580,2         

Deferred tax liabilities 2.351,9       2.543,7       3.365,0       397,6         391,8         453,5         353,9

Total non-interest bearing debt inc. deferred tax liabilities 5.199,9       5.912,5       8.794,1       896,1         875,6         1.062,9      934,1         

Net operating assets excl. Deferred tax and goodwill 17.515,4     17.498,0     24.258,3     3.149,1      3.350,1      3.810,8      3.414,6      

Net operating assets incl. Deferred tax and goodwill 17.309,6     17.069,8     23.268,2     3.020,8      3.217,3      3.625,3      3.316,4      

Equity 10.842,2     11.688,7     16.346,3     1.639,9      1.895,6      2.069,3      2315,4

Net interest bearing debt

Other current financial liabilities 90,3           98,0           91,4           91,8

Non-current interest bearing debt 6589,4 5338,5 7710,2 1188,8 1071,4 993,4 773,3

Other non-current financial liabilities 0 0 0 247,2 209,5 439,6 75,9

Current interest bearing debt 157,0          377,8          686,7          0,8            0,2            0,1            130,3

Provisions -             -             -             56,6           45,9           153,7         9,4

Liabilities held for sale 190,5          

Total interest bearing debt 6.746,4       5.716,3       8.587,4       1.583,7      1.425,0      1.678,2      1.080,7      

Interest bearing assets

Other current financial assets -             -             -             25,3           29,2           14,2           7,2

Other non-current financial assets 18,5           0,4            0,4            0,4

Restricted cash 66,0           89,3           167,1          23,7           11,6           15,9           12,6

Cash in bank 213,1          246,0          439,1          133,2         60,1           88,0           59,1

Asset held for sale -             -             1.059,1       2,1            1,8            3,5            0,5

Total interest bearing assets 279,1          335,3          1.665,3       202,8         103,1         122,0         79,8           

Net interest bearing debt 6.467,3       5.381,0       6.922,1       1.380,9      1.321,9      1.556,2      1.000,9      

Invested capital 17.309,6     17.069,8     23.268,2     3.020,8      3.217,3      3.625,3      3.316,4      
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Operating Revenue 9.176.873     9.102.941     10.764.714    12.579.465    13.450.725    17.269.278    18.623.515    

Other gains and losses -              -              53.805          117.409        34.206          457              3.927-            

Income from associated 19.741         24.831         192.188        91.939          61.376          262.783        302.651        

Cost of materials 6.184.793-     6.499.768-     7.039.813-     8.450.392-     9.278.374-     10.561.407-    9.916.876-     

Change in inventories 318.613        57.449         258.380        447.053        465.960        296.387        262.665-        

Saleries and other personel costs 967.789-        1.031.872-     1.094.464-     1.270.880-     1.411.024-     1.785.537-     2.438.259-     

Other operating expenses 858.107-        853.884-        1.004.148-     1.262.518-     1.447.625-     1.864.088-     2.227.105-     

EBITDA 1.504.538     799.697        2.130.662     2.252.076     1.875.244     3.617.873     4.077.334     

Depreciation 271.899-        291.768-        307.175-        369.480-        433.916-        511.621-        583.265-        

EBIT 1.232.639     507.929        1.823.487     1.882.596     1.441.328     3.106.252     3.494.069     

Tax on EBIT 360.148-        137.616-        436.674-        432.018-        257.544-        647.543-        574.121-        

NOPAT 872.491        370.313        1.386.813     1.450.578     1.183.784     2.458.709     2.919.948     

Non operating items

Net financial items 81.884-         95.153-         101.840-        119.790-        128.728-        131.491-        209.623-        

NFE before tax 81.884-         95.153-         101.840-        119.790-        128.728-        131.491-        209.623-        

Tax shield 23.925         25.780         24.388          27.489          23.002          27.411          34.444          

NFE after tax 57.959-         69.373-         77.452-          92.301-          105.726-        104.080-        175.179-        

Impairment loss -              33.000-         5.500-            1.982-            -               -               

Fair value adjustments related to biological assets 615.767-        294.735        764.229        327.414-        188.508        1.470.561     1.716.309-     

Total non operating items before tax 615.767-        261.735        758.729        329.396-        188.508        1.470.561     1.716.309-     

Tax on non operating items 179.913        70.914-         181.694-        75.590          33.684-          306.560-        282.012        

Total non operating items after tax 435.854-        190.821        577.035        253.806-        154.824        1.164.001     1.434.297-     

Net earnings 378.677        491.761        1.886.395     1.104.471     1.232.882     3.518.631     1.310.472     
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Appendix 5: Trend analysis common sized analysis (Sales and harvest volumes) for Grieg 

Seafood 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

Non-current operating assets

Deferred tax assets 6.546           21.545         11.807          42.263          41.536          31.059          28.852          

Licenses, rights 1.981.726     1.978.924     1.978.656     2.151.686     2.216.877     5.899.130     8.019.627     

Buildings, real estate, operating accessories 1.836.384     2.094.539     2.377.012     2.676.716     2.899.633     4.209.108     5.148.271     

Shares in associates 329.168        331.056        735.071        566.965        670.952        730.875        960.587        

Long term receivables 8.453           8.607           26.171          32.263          17.246          76.679          122.836        

Total non-current operating assets excl. Goodwill 4.162.277     4.434.671     5.128.717     5.469.893     5.846.244     10.946.851    14.280.173    

Goodwill 1.897.147     1.993.129     2.008.485     2.082.706     2.133.039     2.119.318     -               

Total non-current operating assets incl. Goodwill 6.059.424     6.427.800     7.137.202     7.552.599     7.979.283     13.066.169    14.280.173    

Current operating assets

Biological assets 2.370.938     2.724.941     3.727.361     3.681.993     4.320.830     6.418.313     4.458.095     

Other inventories 328.045        326.225        358.482        524.947        552.065        721.803        991.186        

Trade receivables 934.443        995.289        1.486.428     1.427.796     1.568.820     2.209.281     1.972.438     

Other receivables 148.395        199.083        316.192        302.692        307.798        421.302        436.590        

Total current operating assets 3.781.821     4.245.538     5.888.463     5.937.428     6.749.513     9.770.699     7.858.309     

Non interest-bearing debt

Trade payables 705.165        826.677        1.059.434     1.053.524     915.981        1.366.634     1.310.098     

Public duties payable 62.386         66.915         103.656        70.073          123.457        263.991        233.982        

Tax payable 322.105        88.925         320.344        335.062        200.151        477.842        819.884        

Other short-term liabilities 285.410        230.400        305.074        413.595        439.383        929.880        622.498        

Total non-interest bearing debt excl. Deferred tax 1.375.066     1.212.917     1.788.508     1.872.254     1.678.972     3.038.347     2.986.462     

Deferred tax 1.083.693     1.230.458     1.486.972     1.531.262     1.567.973     2.802.271     2.313.950     

Total non-interest bearing debt incl. Deferred tax 2.458.759     2.443.375     3.275.480     3.403.516     3.246.945     5.840.618     5.300.412     

Net operating assets excl. Goodwill and Deferred tax 6.569.032     7.467.292     9.228.672     9.535.067     10.916.785    17.679.203    19.152.020    

Net operating assets incl. Goodwill and Deferred tax 7.382.486     8.229.963     9.750.185     10.086.511    11.481.851    16.996.250    16.838.070    

Equity 5.797.766     5.963.956     7.548.947     8.079.596     8.764.052     13.475.426    14.482.122    

Net Interest bearing debt

Long-term interest bearing debt 2.429.365     2.402.770     2.356.803     2.767.118     2.377.123     4.541.276     4.946.254     

Other long-term liabilities 7.168           44.788         36.700          131.980        126.674        121.958        96.202          

Pension Liabilities 7.812           7.646           3.227            6.878            3.765            5.219            3.113            

Short-term loans 760.977        911.887        682.574        469.276        1.465.144     1.094.089     830.009        

Tot interest bearing debt 3.205.322     3.367.091     3.079.304     3.375.252     3.972.706     5.762.542     5.875.578     

Interest bearing assets

Shares available for sale 23.173         18.281         5.553            8.066            7.293            8.019            5.534            

Cash and cash equivalent 1.597.429     1.082.797     872.513        1.360.272     1.247.614     2.233.700     3.514.096     

Tot interest bearing assets 1.620.602     1.101.078     878.066        1.368.338     1.254.907     2.241.719     3.519.630     

Net interest bearing debt 1.584.720     2.266.013     2.201.238     2.006.914     2.717.799     3.520.823     2.355.948     

Invested capital 7.382.486     8.229.963     9.750.185     10.086.511    11.481.851    16.996.250    16.838.071    
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Sales revenue 100% 100% 117% 200% 225% 320% 343%

Share of profit from associated companies 100% 93% 41% 26% 51% 4% 4%

Cost of sales 100% 135% 109% 258% 308% 369% 419%

Salearies and personnel expenses 100% 116% 127% 151% 172% 203% 203%

Other operating expenses 100% 106% 112% 170% 205% 247% 286%

EBITDA 100% 18% 141% 128% 70% 390% 330%

Depreciation PP&E 100% 115% 97% 99% 118% 128% 143%

Amortisation licenses and other intangible assets 100% 133% 80% 162% 160% 156% 152%

EBIT 100% 116% 173% 149% 34% 584% 468%

Tax on EBIT 100% 86% 98% 65% 136% 343% 314%

NOPAT 100% 134% 217% 198% 26% 725% 558%

Non-operating items

Net financial items 100% 352% 237% 163% 303% 437% 47%

Net financial expenses before tax 100% 352% 237% 163% 303% 437% 47%

Tax shield on net financial items 100% 260% 134% 71% 1209% 257% 31%

Net financial items after tax 100% 405% 297% 217% 228% 543% 56%

Other income 100% 170% 126% 17% 271% 248% 131%

Other gains and losses 100% 26% 0% 29409% 7571% 8641% 753%

Impairment and reversal 100% 14% 0%

Fair value adjustment of biological assets 100% 25% 68% 31% 8% 131% 23%

Share of profit/loss from associated companies 100% 4% 9% 11% 12% 48% 0%

Non-operating items 100% 35% 82% 17% 6% 168% 20%

Tax on non-operating items 100% 26% 47% 7% 22% 99% 14%

Non-operating items after tax 100% 41% 103% 22% 4% 208% 24%

Net earnings 100% 120% 350% 117% 4% 992% 488%
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Common sized analysis (Sales): 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

Operating non-current assets

Licenses 100% 99% 101% 108% 111% 107% 108%

Deferred taxes assets 100% 0% 35%

Property, plant and equipment 100% 101% 107% 126% 136% 134% 166%

Other intangible assets 100% 82% 98% 249% 368% 381% 398%

Investment in associated companies and joint ventures 100% 132% 110% 112% 69% 0% 25%

Other non-current receivables 100% 17% 82% 0% 858% 1340% 54%

Total non-current assets 100% 101% 104% 118% 124% 120% 138%

Goodwill 100% 100% 102% 103% 105% 103% 103%

Total non-current assets incl. Goodwill 100% 101% 104% 117% 124% 119% 136%

Operating current assets

Inventories 100% 98% 110% 131% 135% 132% 137%

Biological assets 100% 93% 126% 131% 137% 175% 192%

Accounts receivables 100% 56% 79% 114% 260% 358% 340%

Other current receivables 100% 79% 84% 89% 226% 253% 307%

Total operating current assets 100% 88% 118% 127% 156% 200% 213%

Non-interest bearing debt

Accounts payable 100% 81% 105% 99% 215% 163% 193%

Tax payable 100% 3443% 1669% 11697% 10690%

Accrued salary and public tax payables 100% 88% 97% 58% 54% 217% 73%

Other current liabilities 100% 111% 113% 227% 253% 459% 439%

Total non-interest bearing debt excl. deferred tax liabilities 100% 85% 106% 127% 217% 250% 260%

Deferred tax liabilities 100% 88% 115% 115% 111% 139% 148%

Total non-interest bearing debt incl. Deferred tax liabilities 100% 87% 111% 120% 157% 187% 197%

Net operating assets (invested capital) excl. Deferred tax and goodwill 100% 96% 111% 122% 130% 146% 162%

Net operating assets incl. Deferred tax and goodwill 100% 97% 110% 122% 133% 146% 163%

Operating Working Capital 100% 89% 124% 135% 155% 211% 229%

Equity 100% 90% 118% 131% 132% 190% 198%

Net interest bearing debt

Pension obligations 100% 71% 39% 13% 7% 0% 0%

Loan 100% 159% 139% 156% 247% 160% 194%

Other long-term borrowings 100% 98% 89% 66% 64%

Current portion of long-term borrowings 100% 137% 139% 610% 127% 123% 124%

Factoring liabilities 100% 149% 148%

Finance leasing liabilities 100% 87% 95% 132% 152% 139% 112%

Cash-settled share options 100% 4777% 0% 1203% 2262% 0% 4561%

Current portion of finance leasing liabilities 100% 100% 103% 119% 137% 150% 131%

Derivatives and other financial instruments 100% 175% 147% 298% 344% 304% 361%

Short-term loan facilities 100% 71% 61% 0% 0% 0% 0%

Cash-settled share options 100% 10% 13% 119% 71%

Interest bearing debt 100% 111% 101% 110% 144% 120% 130%

Interest bearing assets

Derivatives and other financial instruments 100% 0% 44% 0% 0% 4159% 4094%

Cash and cash equivalents 100% 157% 107% 94% 257% 330% 178%

Loans to associated companies 100% 102% 102% 7% 0% 0% 0%

Available for sale financial assets 100% 102% 107% 116% 109% 111% 88%

Interest bearing assets 100% 155% 107% 93% 252% 355% 206%

Net interest bearing debt 100% 107% 101% 112% 133% 95% 122%

Invested capital 100% 97% 110% 122% 133% 146% 163%
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Analytical income statement (Revenue) 2011 2012 2013 2014 2015 2016 2017

Sales revenue 100% 100% 100% 100% 100% 100% 100%

Share of profit from associated companies 1% 1% 0% 0% 0% 0% 0%

Cost of sales 43% 59% 40% 56% 59% 50% 53%

Salearies and personnel expenses 12% 13% 13% 9% 9% 7% 7%

Other operating expenses 29% 31% 28% 25% 27% 23% 25%

EBITDA 16% 3% 19% 10% 5% 20% 15%

Depreciation PP&E 7% 8% 6% 3% 4% 3% 3%

Amortisation licenses and other intangible assets 0% 0% 0% 0% 0% 0% 0%

EBIT 9% 11% 14% 7% 1% 17% 13%

Tax on EBIT 3% 3% 3% 1% 2% 4% 3%

NOPAT 6% 8% 11% 6% 1% 13% 9%

Non-operating items

Net financial items 2% 5% 3% 1% 2% 2% 0%

Net financial expenses before tax 2% 5% 3% 1% 2% 2% 0%

Tax shield on net financial items 1% 1% 1% 0% 3% 0% 0%

Net financial items after tax 1% 4% 2% 1% 1% 2% 0%

Other income 1% 1% 1% 0% 1% 1% 0%

Other gains and losses 0% 0% 0% 1% 0% 0% 0%

Impairment and reversal 0% 0% 0% 0% 1% 0% 0%

Fair value adjustment of biological assets 19% 5% 11% 3% 1% 8% 1%

Share of profit/loss from associated companies 1% 0% 0% 0% 0% 0% 0%

Non-operating items 17% 6% 12% 1% 0% 9% 1%

0% 0% 0% 0% 0% 0% 0%

Tax on non-operating items 6% 2% 3% 0% 1% 2% 0%

Non-operating items after tax 11% 4% 10% 1% 0% 7% 1%

0% 0% 0% 0% 0% 0% 0%

Net earnings 6% 7% 18% 4% 0% 19% 9%
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Common sized analysis (Harvest volume): 

Analytical balance sheet (Revenue) 2011 2012 2013 2014 2015 2016 2017

Operating non-current assets

Licenses 48% 48% 41% 26% 24% 16% 15%

Deferred taxes assets 0% 0% 0% 0% 0% 0% 0%

Property, plant and equipment 55% 56% 50% 35% 33% 23% 27%

Other intangible assets 0% 0% 0% 0% 0% 0% 0%

Investment in associated companies and joint ventures 2% 2% 2% 1% 1% 0% 0%

Other non-current receivables 0% 0% 0% 0% 0% 0% 0%

Total non-current assets 105% 106% 93% 62% 58% 40% 42%

Goodwill 5% 5% 4% 3% 2% 2% 2%

Total non-current assets incl. Goodwill 111% 111% 98% 65% 61% 41% 44%

Operating current assets

Inventories 3% 3% 3% 2% 2% 1% 1%

Biological assets 69% 64% 73% 45% 42% 38% 38%

Accounts receivables 11% 6% 7% 6% 13% 12% 11%

Other current receivables 3% 3% 2% 1% 3% 2% 3%

Total operating current assets 86% 76% 86% 55% 60% 54% 53%

Non-interest bearing debt

Accounts payable 15% 12% 13% 7% 14% 8% 8%

Tax payable 0% 0% 0% 1% 1% 3% 2%

Accrued salary and public tax payables 1% 1% 1% 0% 0% 1% 0%

Other current liabilities 2% 3% 2% 3% 3% 3% 3%

Total non-interest bearing debt excl. deferred tax liabilities 18% 16% 16% 12% 18% 14% 14%

Deferred tax liabilities 24% 21% 23% 14% 12% 10% 10%

Total non-interest bearing debt incl. Deferred tax liabilities 42% 36% 40% 25% 29% 25% 24%

Net operating assets (invested capital) excl. Deferred tax and goodwill 173% 166% 163% 105% 100% 79% 82%

Net operating assets incl. Deferred tax and goodwill 154% 150% 144% 94% 91% 70% 73%

Operating Working Capital 44% 39% 47% 30% 30% 29% 29%

Equity 83% 74% 83% 54% 49% 49% 48%

Net interest bearing debt

Pension obligations 0% 0% 0% 0% 0% 0% 0%

Loan 30% 48% 35% 23% 33% 15% 17%

Other long-term borrowings 0% 0% 1% 1% 0% 0% 0%

Current portion of long-term borrowings 4% 5% 5% 12% 2% 2% 1%

Factoring liabilities 0% 0% 0% 0% 7% 8% 7%

Finance leasing liabilities 9% 8% 7% 6% 6% 4% 3%

Cash-settled share options 0% 0% 0% 0% 0% 0% 0%

Current portion of finance leasing liabilities 2% 2% 2% 1% 1% 1% 1%

Derivatives and other financial instruments 0% 1% 0% 1% 1% 0% 0%

Short-term loan facilities 34% 24% 18% 0% 0% 0% 0%

Cash-settled share options 0% 0% 0% 0% 0% 0% 0%

Interest bearing debt 80% 88% 69% 44% 51% 30% 30%

Interest bearing assets

Derivatives and other financial instruments 0% 0% 0% 0% 0% 1% 1%

Cash and cash equivalents 7% 12% 7% 4% 9% 8% 4%

Loans to associated companies 0% 0% 0% 0% 0% 0% 0%

Available for sale financial assets 0% 0% 0% 0% 0% 0% 0%

Interest bearing assets 8% 12% 7% 4% 9% 8% 5%

Net interest bearing debt 72% 76% 62% 40% 42% 21% 26%

Invested capital 154% 150% 144% 94% 91% 70% 73%
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Analytical income statement (Harvest volume) 2011 2012 2013 2014 2015 2016 2017

Sales revenue 34,1            29,3            41,4            63,3            70,5            101,1          112,1          

Share of profit from associated companies 0,2             0,2             0,1             0,1             0,1             0,0             0,0             

Cost of sales 14,8            17,2            16,7            35,4            41,9            50,8            59,5            

Salearies and personnel expenses 4,0             3,9             5,2             5,6             6,3             7,5             7,7             

Other operating expenses 10,0            9,2             11,6            15,9            18,9            23,0            27,6            

EBITDA 5,5             0,8             8,0             6,5             3,5             19,8           17,3           

Depreciation PP&E 2,3             2,2             2,3             2,1             2,5             2,7             3,1             

Amortisation licenses and other intangible assets 0,1             0,1             0,0             0,1             0,1             0,1             0,1             

EBIT 3,1             3,1             5,6             4,3             1,0             17,0           14,1           

Tax on EBIT 1,2             0,9             1,2             0,7             1,4             3,7             3,5             

NOPAT 2,0             2,3             4,5             3,6             0,5             13,3           10,6           

Non-operating items

Net financial items 0,5             1,5             1,3             0,8             1,4             2,1             0,2             

Net financial expenses before tax 0,5             1,5             1,3             0,8             1,4             2,1             0,2             

Tax shield on net financial items 0,2             0,4             0,3             0,1             2,1             0,5             0,1             

Net financial items after tax 0,3             1,1             1,0             0,7             0,7             1,6             0,2             

Other income 0,3             0,4             0,4             0,0             0,7             0,6             0,3             

Other gains and losses 0,0             0,0             -             0,9             0,2             0,3             0,0             

Impairment and reversal -             -             -             -             0,7             0,1             -             

Fair value adjustment of biological assets 6,6             1,4             4,6             1,9             0,5             8,0             1,5             

Share of profit/loss from associated companies 0,4             0,0             0,0             0,0             0,0             0,2             -             

Non-operating items 5,9             1,8             5,0             0,9             0,3             9,2             1,1             

Tax on non-operating items 2,2             0,5             1,0             0,1             0,4             2,0             0,3             

Non-operating items after tax 3,7             1,3             4,0             0,8             0,1             7,2             0,9             

Net earnings 2,0             2,1             7,4             2,2             0,1             18,9           9,6             
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Appendix 6: Trend analysis common sized analysis (Sales and harvest volumes) for SalMar 

Trend: 

Analytical balance sheet (Harvest volume) 2011 2012 2013 2014 2015 2016 2017

Operating non-current assets

Licenses 16,4            14,0            17,1            16,5            16,7            16,4            17,1            

Deferred taxes assets -             -             -             -             0,2             -             0,1             

Property, plant and equipment 18,8            16,3            20,7            22,0            23,5            23,3            29,9            

Other intangible assets 0,1             0,1             0,1             0,2             0,3             0,3             0,3             

Investment in associated companies and joint ventures 0,6             0,7             0,7             0,6             0,4             -             0,2             

Other non-current receivables 0,0             0,0             0,0             -             0,0             0,1             0,0             

Total non-current assets 35,9           31,0           38,7           39,3           41,0           40,1           47,5           

Goodwill 1,8             1,5             1,8             1,7             1,7             1,7             1,7             

Total non-current assets incl. Goodwill 37,6           32,5           40,5           41,0           42,7           41,7           49,2           

Operating current assets

Inventories 1,1             0,9             1,3             1,4             1,4             1,4             1,5             

Biological assets 23,4            18,7            30,4            28,5            29,5            38,0            43,1            

Accounts receivables 3,7             1,8             3,1             3,9             8,9             12,4            12,2            

Other current receivables 1,1             0,7             0,9             0,9             2,2             2,5             3,2             

Total operating current assets 29,3           22,2           35,7           34,7           42,0           54,3           59,9           

Non-interest bearing debt

Accounts payable 5,0             3,5             5,5             4,6             10,0            7,6             9,4             

Tax payable -             -             0,0             0,8             0,4             2,7             2,5             

Accrued salary and public tax payables 0,4             0,3             0,4             0,2             0,2             0,8             0,3             

Other current liabilities 0,8             0,8             0,9             1,7             1,9             3,4             3,4             

Total non-interest bearing debt excl. deferred tax liabilities 6,2             4,6             6,8             7,3             12,4           14,5           15,5           

Deferred tax liabilities 8,1             6,1             9,6             8,6             8,2             10,4            11,5            

Total non-interest bearing debt incl. Deferred tax liabilities 14,3           10,7           16,4           16,0           20,7           24,9           27,1           

-            -            -            -            -            -            -            

Net operating assets (invested capital) excl. Deferred tax and goodwill 59,0           48,6           67,5           66,6           70,6           79,9           91,9           

Net operating assets incl. Deferred tax and goodwill 52,6           44,0           59,8           59,7           64,1           71,1           82,1           

Operating Working Capital 15,0           11,5           19,3           18,7           21,3           29,4           32,9           

Equity 28,1           21,6           34,2           34,3           34,2           49,5           53,5           

Net interest bearing debt

Pension obligations 0,0             0,0             0,0             0,0             0,0             -             -             

Loan 10,2            13,9            14,7            14,8            23,2            15,1            19,0            

Other long-term borrowings -             -             0,4             0,4             0,3             0,2             0,2             

Current portion of long-term borrowings 1,3             1,6             1,9             7,5             1,6             1,5             1,6             

Factoring liabilities -             -             -             -             5,2             7,8             8,0             

Finance leasing liabilities 3,0             2,2             2,9             3,7             4,2             3,9             3,2             

Cash-settled share options 0,0             0,1             -             0,0             0,1             -             0,1             

Current portion of finance leasing liabilities 0,7             0,6             0,8             0,8             0,9             1,0             0,9             

Derivatives and other financial instruments 0,1             0,2             0,2             0,4             0,4             0,4             0,5             

Short-term loan facilities 11,7            7,1             7,3             -             -             -             -             

Cash-settled share options -             -             0,2             0,0             0,0             0,2             0,1             

Interest bearing debt 27,1           25,9           28,4           27,6           35,9           30,1           33,7           

Interest bearing assets

Derivatives and other financial instruments 0,0             -             0,0             -             -             0,8             0,8             

Cash and cash equivalents 2,5             3,4             2,8             2,2             6,0             7,8             4,3             

Loans to associated companies 0,0             0,0             0,0             0,0             -             -             -             

Available for sale financial assets 0,0             0,0             0,0             0,0             0,0             0,0             0,0             

Interest bearing assets 2,6             3,5             2,9             2,2             6,0             8,6             5,1             

Net interest bearing debt 24,5           22,4           25,5           25,4           29,9           21,6           28,6           

Invested capital 52,6           44,0           59,8           59,7           64,1           71,1           82,1           
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Sales revenue 100% 110% 164% 188% 192% 236% 283%

Other operating revenues 100% 73% 53% 78% 68% 200% 186%

Income from investments associates 100% 96% 161% 98% 41% 293% 213%

Change in stock of goods in progress and finished goods 100% 99% 82% 41% 62% 100% 0%

Cost of goods sold 100% 114% 142% 141% 161% 185% 199%

Payroll costs 100% 123% 159% 181% 196% 220% 237%

Other operating expenses 100% 126% 154% 162% 180% 195% 224%

EBITDA 100% 71% 192% 263% 206% 359% 442%

Depreciation og PP&E and intangible assets 100% 129% 167% 209% 233% 271% 317%

EBIT 100% 60% 196% 273% 201% 375% 465%

Tax on EBIT 100% 154% 433% 848% 454% 950% 1114%

NOPAT 100% 52% 175% 222% 179% 324% 408%

Non operating items

Net finacial items 100% 108% 186% 99% 87% 26% 126%

NFE before tax 100% 108% 186% 99% 87% 26% 126%

Tax shield 100% 276% 412% 308% 197% 67% 301%

NFE after tax 100% 93% 166% 80% 77% 23% 110%

Write-downs 100% 101% 921% 442% 2609% 0% 723%

Fair value adjustments 100% 79% 143% 63% 11% 178% 101%

Non-recurring gains on aquisitions 100% 259% 0% 0% 0% 0%

Particular biological events 100% 91% 0% 0% 0% 0% 0%

Excess value of inventry from aquisitions 100% 0% 0% 0% 0% 0% 0%

Tot non-operating items before tax 100% 66% 153% 52% 6% 146% 82%

Tax on non-operating items 100% 170% 337% 162% 13% 369% 195%

Tot non-operating items after tax 100% 57% 136% 42% 5% 126% 71%

Net earnings 100% 327% 1292% 825% 766% 1799% 1562%
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Common sized analysis (Revenue): 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

Non-current operating assets

License, patents, etc 100% 115% 137% 165% 166% 166% 167%

PP&E 100% 113% 165% 179% 213% 279% 320%

Investments in associates 100% 103% 44% 57% 68% 99% 111%

Other non-current receivables 100% 87% 113% 291% 148% 1084% 1199%

Total non-current operating assets excl. Goodwill 100% 111% 122% 142% 156% 186% 203%

Goodwill 100% 100% 100% 103% 103% 103% 103%

Total non-current operating assets incl. Goodwill 100% 110% 119% 137% 150% 177% 192%

Current operating assets

Biological assets 100% 140% 217% 219% 233% 352% 291%

Inventory 100% 133% 75% 91% 144% 99% 114%

Trade receivables 100% 131% 131% 176% 161% 118% 99%

Other current receivables 100% 169% 150% 202% 178% 208% 168%

Total current operating assets 100% 139% 180% 196% 205% 266% 224%

Non interest-bearing debt 

Trade payables 100% 185% 125% 99% 157% 291% 303%

Tax payable 100% 11% 39% 485% 440% 637% 1013%

Public charges payable 100% 82% 177% 271% 289% 357% 322%

Other current liabilities 100% 122% 153% 302% 387% 615% 320%

Total non-interest bearing debt excl. Deferred tax 100% 147% 126% 191% 241% 393% 379%

Deferred tax 100% 118% 162% 171% 167% 202% 184%

Total non-interest bearing debt incl. Deferred tax 100% 132% 145% 180% 202% 292% 276%

Net operating assets excl. Deferred tax and goodwill 100% 119% 147% 159% 167% 195% 189%

Net operating assets incl. Deferred tax and goodwill 100% 117% 140% 153% 161% 186% 183%

Total Equity 100% 134% 229% 232% 236% 302% 346%

Net interest bearing debt 

Non-current debt to credit institutions 100% 103% 97% 88% 117% 102% 40%

Current debt to credit institutions 100% 119% 79% 55% 28% 40% 49%

Leasing liabilities and other non-current liabilities 100% 72% 272% 237% 220% 208% 199%

Pension liabilities 100% 44% 0% 0% 0% 0% 0%

Total interest bearing debt 100% 104% 105% 91% 107% 98% 52%

Interest bearing assets

Investments in shares and other securities 100% 2068% 50% 68% 38% 38% 52%

Pension fund assets 100% 123% 40% 79% 69% 68% 68%

Cash and cash equivalents 100% 116% 2249% 351% 575% 575% 372%

Tot interest bearing assets 100% 146% 2127% 335% 546% 546% 355%

Net interest bearing debt 100% 103% 67% 87% 99% 89% 46%
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Sales revenue 100% 100% 100% 100% 100% 100% 100%

Other operating revenues 1% 1% 0% 0% 0% 1% 1%

Income from investments associates 3% 2% 3% 1% 1% 3% 2%

Change in stock of goods in progress and finished goods 10% 9% 5% 2% 3% 4% 0%

Cost of goods sold 62% 65% 54% 47% 52% 49% 44%

Payroll costs 10% 12% 10% 10% 10% 10% 9%

Other operating expenses 19% 21% 17% 16% 17% 15% 15%

EBITDA 23% 14% 26% 31% 24% 34% 35%

Depreciation og PP&E and intangible assets 3% 4% 4% 4% 4% 4% 4%

EBIT 19% 10% 23% 28% 20% 30% 31%

Tax on EBIT 2% 2% 4% 7% 4% 6% 6%

NOPAT 18% 8% 19% 21% 16% 24% 25%

Non operating items

Net finacial items 3% 3% 3% 2% 1% 0% 1%

NFE before tax 3% 3% 3% 2% 1% 0% 1%

Tax shield 0% 1% 1% 0% 0% 0% 0%

NFE after tax 3% 2% 3% 1% 1% 0% 1%

Write-downs 0% 0% 0% 0% 0% 0% 0%

Fair value adjustments 10% 7% 8% 3% 1% 7% 3%

Non-recurring gains on aquisitions 0% 1% 3% 0% 0% 0% 0%

Particular biological events 2% 1% 0% 0% 0% 0% 0%

Excess value of inventry from aquisitions 1% 0% 0% 0% 0% 0% 0%

Tot non-operating items before tax 12% 7% 11% 3% 0% 7% 3%

Tax on non-operating items 1% 1% 2% 1% 0% 2% 1%

Tot non-operating items after tax 11% 6% 9% 2% 0% 6% 3%

Net earnings 4% 12% 31% 17% 15% 30% 21%
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Common size analysis (Harvest volume) 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

0% 0% 0% 0% 0% 0% 0%

Non-current operating assets 0% 0% 0% 0% 0% 0% 0%

License, patents, etc 39% 41% 33% 34% 34% 27% 23%

PP&E 30% 30% 30% 28% 33% 35% 34%

Investments in associates 24% 23% 6% 7% 9% 10% 10%

Other non-current receivables 0% 0% 0% 0% 0% 1% 1%

Total non-current operating assets excl. Goodwill 93% 94% 69% 70% 75% 73% 67%

Goodwill 11% 10% 7% 6% 6% 5% 4%

Total non-current operating assets incl. Goodwill 104% 104% 76% 76% 81% 78% 71%

Current operating assets

Biological assets 37% 48% 49% 44% 45% 56% 38%

Inventory 6% 7% 3% 3% 4% 3% 2%

Trade receivables 13% 16% 11% 12% 11% 7% 5%

Other current receivables 4% 6% 3% 4% 4% 3% 2%

Total current operating assets 60% 76% 66% 63% 64% 68% 48%

Non interest-bearing debt 

Trade payables 11% 18% 8% 6% 9% 13% 12%

Tax payable 2% 0% 0% 4% 4% 5% 6%

Public charges payable 1% 1% 2% 2% 2% 2% 2%

Other current liabilities 3% 4% 3% 5% 7% 9% 4%

Total non-interest bearing debt excl. Deferred tax 17% 23% 13% 18% 22% 29% 23%

Deferred tax 19% 21% 19% 18% 17% 17% 13%

Total non-interest bearing debt incl. Deferred tax 37% 44% 33% 35% 39% 46% 36%

Net operating assets excl. Deferred tax and goodwill 136% 147% 122% 115% 118% 113% 91%

Net operating assets incl. Deferred tax and goodwill 128% 137% 110% 104% 107% 101% 83%

Total Equity 58% 71% 81% 72% 72% 75% 71%

Net interest bearing debt 

Non-current debt to credit institutions 53% 50% 32% 25% 32% 23% 8%

Current debt to credit institutions 13% 14% 6% 4% 2% 2% 2%

Leasing liabilities and other non-current liabilities 5% 3% 8% 6% 5% 4% 3%

Pension liabilities 0% 0% 0% 0% 0% 0% 0%

Total interest bearing debt 71% 67% 46% 34% 40% 29% 13%

Interest bearing assets

Investments in shares and other securities 0% 0% 0% 0% 0% 0% 0%

Pension fund assets 0% 0% 0% 0% 0% 0% 0%

Cash and cash equivalents 1% 1% 17% 2% 4% 3% 2%

Tot interest bearing assets 1% 2% 17% 2% 4% 3% 2%

Net interest bearing debt 70% 66% 28% 32% 36% 26% 11%
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Sales revenue 36,6             40,7         57,2         50,8         53,5         74,6           79,6            

Other operating revenues 0,3               0,2           0,2           0,2           0,2           0,6             0,5              

Income from investments associates 0,9               0,9           1,5           0,7           0,3           2,4             1,5              

Change in stock of goods in progress and finished goods 3,8               3,8           3,0           1,1           1,8           3,3             -             

Cost of goods sold 22,8             26,5         31,0         23,7         27,9         36,6           34,9            

Payroll costs 3,8               4,7           5,7           5,0           5,6           7,2             6,9              

Other operating expenses 6,8               8,6           10,0         8,1           9,3           11,5           11,7            

EBITDA 8,2              5,9          15,1        16,0        12,9        25,6          28,0           

Depreciation og PP&E and intangible assets 1,3               1,7           2,0           2,0           2,3           3,0             3,1              

EBIT 7,0              4,2          13,1        14,0        10,7        22,6          24,9           

Tax on EBIT 0,6               0,9           2,4           3,6           2,0           4,7             4,9              

NOPAT 6,4              3,4          10,7        10,5        8,7          17,9          20,1           

Non operating items

Net finacial items 1,1               1,2           2,0           0,8           0,7           0,3             1,1              

NFE before tax 1,1              1,2          2,0          0,8          0,7          0,3            1,1             

Tax shield 0,1               0,3           0,4           0,2           0,1           0,1             0,2              

NFE after tax 1,0              1,0          1,6          0,6          0,6          0,2            0,9             

Write-downs 0,0               0,0           0,0           0,0           0,1           -            0,0              

Fair value adjustments 3,5               2,8           4,9           1,6           0,3           5,4             2,7              

Non-recurring gains on aquisitions -              0,6           1,5           -           -           -            -             

Particular biological events 0,6               0,5           -           -           -           -            -             

Excess value of inventry from aquisitions 0,2               -           -           -           -           -            -             

Tot non-operating items before tax 4,3              2,9          6,3          1,7          0,2          5,4            2,7             

Tax on non-operating items 0,4               0,6           1,1           0,4           0,0           1,1             0,5              

Tot non-operating items after tax 4,0              2,3          5,2          1,2          0,2          4,3            2,2             

Net earnings 1,4              4,7          17,5        8,6          8,3          22,1          17,0           
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Appendix 7: Trend analysis common sized analysis (Sales and harvest volumes) for Marine 

Harvest 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

-              -           -           -           -           -            -             

Non-current operating assets -              -          -          -          -          -            -             

License, patents, etc 14,3             16,6         18,6         17,4         18,1         20,5           18,3            

PP&E 10,8             12,4         17,1         14,3         17,6         26,1           26,7            

Investments in associates 8,8               9,2           3,7           3,7           4,6           7,6             7,6              

Other non-current receivables 0,0               0,0           0,0           0,1           0,1           0,4             0,4              

Total non-current operating assets excl. Goodwill 34,0            38,2        39,5        35,5        40,4        54,6          53,0           

Goodwill 4,2               4,2           4,0           3,2           3,3           3,7             3,3              

Total non-current operating assets incl. Goodwill 38,2            42,5        43,4        38,7        43,6        58,3          56,3           

Current operating assets

Biological assets 13,7             19,4         28,3         22,1         24,2         41,6           30,6            

Inventory 2,2               3,0           1,6           1,5           2,4           1,9             1,9              

Trade receivables 4,9               6,4           6,1           6,3           6,0           5,0             3,7              

Other current receivables 1,4               2,4           2,0           2,1           1,9           2,5             1,8              

Total current operating assets 22,1            31,2        37,9        31,9        34,5        50,9          38,0           

Non interest-bearing debt 

Trade payables 4,0               7,4           4,7           2,9           4,8           10,0           9,2              

Tax payable 0,6               0,1           0,2           2,3           2,1           3,5             5,0              

Public charges payable 0,5               0,4           0,9           1,0           1,1           1,6             1,3              

Other current liabilities 1,2               1,5           1,8           2,7           3,6           6,5             3,0              

Total non-interest bearing debt excl. Deferred tax 6,3              9,4          7,6          8,9          11,6        21,5          18,5           

Deferred tax 7,1               8,5           11,0         9,0           9,0           12,4           10,1            

Total non-interest bearing debt incl. Deferred tax 13,4            17,9        18,6        17,9        20,6        34,0          28,5           

Net operating assets excl. Deferred tax and goodwill 49,8            60,0        69,8        58,5        63,3        84,0          72,5           

Net operating assets incl. Deferred tax and goodwill 46,9            55,7        62,7        52,7        57,5        75,2          65,7           

Total Equity 21,3            28,9        46,5        36,4        38,3        55,6          56,7           

Net interest bearing debt 

Non-current debt to credit institutions 19,5             20,5         18,1         12,6         17,4         17,3           6,0              

Current debt to credit institutions 4,8               5,8           3,6           2,0           1,0           1,7             1,8              

Leasing liabilities and other non-current liabilities 1,7               1,2           4,3           2,9           2,8           3,0             2,6              

Pension liabilities 0,0               0,0           -           -           -           -            -             

Total interest bearing debt 26,0            27,5        26,1        17,5        21,2        21,9          10,4           

Interest bearing assets

Investments in shares and other securities 0,0               0,2           0,0           0,0           0,0           0,0             0,0              

Pension fund assets 0,0               0,0           0,0           0,0           0,0           0,0             0,0              

Cash and cash equivalents 0,5               0,5           9,8           1,2           2,0           2,3             1,3              

Tot interest bearing assets 0,5              0,7          9,8          1,2          2,0          2,3            1,3             

Net interest bearing debt 25,5            26,8        16,3        16,3        19,2        19,7          9,0             
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Analytical income statement 2011 2012 2013 2014 2015 2016 2017

Revenue 100% 98% 122% 160% 164% 186% 192%

Other income 100% 12% 6% 61% 42% 16% 52%

Cost of material 100% 115% 119% 163% 176% 177% 168%

Salary and personnel expenses 100% 111% 123% 152% 164% 169% 183%

Other operating expenses 100% 105% 125% 162% 179% 191% 225%

Income/loss from associated companies 100% 1039% 2609% 1759% 2300% 6152% 3312%

Restructuring costs 100% 4% 1251% 241% 582% 207% 96%

EBITDA 100% 38% 112% 152% 116% 211% 231%

Depreciation and amortization 100% 102% 114% 145% 175% 179% 188%

EBIT 100% 22% 112% 154% 102% 218% 242%

Tax on EBIT 100% 56% 176% 412% 197% 334% 146%

NOPAT 100% 14% 97% 94% 79% 191% 264%

Non-operating items

Interest expenses 100% 94% 158% 134% 96% 100% 96%

Net currency efffects 100% 221% 132% 164% 15% 95% 31%

Other financial items 100% 93% 74% 353% 129% 513% 227%

NFE before tax 100% 103% 694% 1235% 458% 1117% 182%

Tax shield 100% 261% 1089% 3301% 887% 1710% 110%

NFE after tax 100% 67% 602% 753% 358% 979% 198%

Fair value uplift on harvested fish 100% 48% 133% 170% 118% 223% 0%

Fair value adjustment on biological assets 100% 111% 352% 288% 225% 604% 164%

Onerous contracts provision 100% 105% 2150% 403% 101% 15655% 17254%

Other non-operational items 100% 226% 27% 15% 3%

Impairment losses 100% 1% 97% 36% 85% 221% 1294%

Non operating items before tax 100% 22% 96% 43% 3% 137% 171%

Tax on non-operating items 100% 55% 151% 114% 5% 210% 103%

Non-operating items after tax 100% 14% 84% 26% 2% 120% 186%

Profit after tax from discountinued operations 100% 223% 2% 0% 0%

Net earnings 100% 37% 225% 84% 118% 402% 345%
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Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

Operating non-current assets

Licenses 100% 97% 108% 109% 112% 114% 92%

Deferred tax assets 100% 46% 112% 86% 60% 14% 68%

Other intengible asstets 100% 93% 153% 126% 187% 220% 177%

Property, plant and equipment 100% 99% 160% 184% 193% 202% 217%

Investment in associated companies 100% 104% 144% 146% 166% 234% 228%

Other non-current assets 100% 284% 34% 52% 68% 162% 94%

Other Shares 100% 1095% 143% 0% 0% 0% 0%

Total non-current assets excl. Goodwill 100% 106% 131% 139% 145% 154% 148%

Goodwill 100% 99% 111% 105% 101% 104% 100%

Total non-current assets inc. Goodwill 100% 105% 128% 133% 138% 146% 140%

Operating current assets

Inventory 100% 105% 224% 285% 296% 265% 327%

Biological assets 100% 99% 152% 148% 152% 209% 160%

Trade receivables 100% 93% 167% 163% 179% 217% 208%

Other receivables 100% 97% 178% 135% 180% 155% 136%

Total operating current assets 100% 98% 162% 162% 171% 212% 181%

Non-interest bearing debt

Current tax liability 100% 30% 292% 564% 700% 1376% 876%

Trade payables 100% 98% 151% 128% 140% 155% 158%

Other non-current liabilities 100% 418% 983% 109% 101% 97% 101%

Other current liabilites 100% 125% 167% 141% 107% 127% 139%

Total non-interest bearing debt excl. deferred tax liabilities 100% 118% 191% 146% 142% 179% 170%

Deferred tax liabilities 100% 108% 143% 141% 139% 161% 126%

Total non-interest bearing debt inc. deferred tax liabilities 100% 114% 169% 144% 141% 171% 150%

Net operating assets excl. Deferred tax and goodwill 100% 100% 138% 150% 160% 182% 163%

Net operating assets incl. Deferred tax and goodwill 100% 99% 134% 146% 155% 175% 160%

Equity 100% 108% 151% 126% 146% 159% 178%

Net interest bearing debt

Other current financial liabilities 100% 109% 101% 102%

Non-current interest bearing debt 100% 81% 117% 151% 136% 126% 98%

Other non-current financial liabilities 100% 85% 178% 31%

Current interest bearing debt 100% 241% 437% 4% 1% 1% 693%

Provisions 100% 81% 272% 17%

Liabilities held for sale 100% 0% 0% 0% 0%

Total interest bearing debt 100% 85% 127% 196% 176% 208% 134%

Interest bearing assets

Other current financial assets 100% 115% 56% 28%

Other non-current financial assets 100% 2% 2% 2%

Restricted cash 100% 135% 253% 300% 147% 201% 159%

Cash in bank 100% 115% 206% 522% 236% 345% 232%

Asset held for sale 100% 2% 1% 3% 0%

Total interest bearing assets 100% 120% 597% 607% 309% 365% 239%

Net interest bearing debt 100% 83% 107% 178% 171% 201% 129%

Invested capital 100% 99% 134% 146% 155% 175% 160%
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Common size analysis (Revenue): 

 

Analytical income statement (Revenue) 2011 2012 2013 2014 2015 2016 2017

Revenue 100% 100% 100% 100% 100% 100% 100%

Other income 2% 0% 0% 1% 1% 0% 1%

Cost of material 53% 63% 52% 54% 57% 51% 47%

Salary and personnel expenses 14% 16% 14% 13% 14% 13% 13%

Other operating expenses 13% 14% 13% 13% 14% 13% 15%

Income/loss from associated companies 0% 1% 1% 1% 1% 2% 1%

Restructuring costs 0% 0% 1% 0% 0% 0% 0%

EBITDA 22% 8% 20% 21% 16% 25% 26%

Depreciation and amortization 4% 4% 4% 4% 5% 4% 4%

EBIT 18% 4% 16% 17% 11% 21% 22%

Tax on EBIT 3% 2% 5% 9% 4% 6% 3%

NOPAT 14% 2% 11% 8% 7% 15% 20%

Non-operating items

Interest expenses 3% 2% 3% 2% 2% 1% 1%

Net currency efffects 2% 3% 2% 2% 0% 1% 0%

Other financial items 2% 2% 1% 5% 2% 6% 3%

NFE before tax 1% 1% 6% 8% 3% 7% 1%

Tax shield 0% 1% 2% 4% 1% 2% 0%

NFE after tax 1% 1% 4% 4% 2% 5% 1%

Fair value uplift on harvested fish 21% 10% 23% 22% 15% 25% 0%

Fair value adjustment on biological assets 11% 12% 32% 20% 15% 36% 9%

Onerous contracts provision 0% 0% 1% 0% 0% 3% 3%

Other non-operational items 0% 0% 0% 1% 0% 0% 0%

Impairment losses 0% 0% 0% 0% 0% 1% 3%

Non operating items before tax 10% 2% 8% 3% 0% 7% 9%

Tax on non-operating items 2% 1% 2% 1% 0% 2% 1%

Non-operating items after tax 8% 1% 6% 1% 0% 5% 8%

Profit after tax from discountinued operations 0% 0% 0% 1% 0% 0% 0%

Net earnings 7% 3% 13% 4% 5% 15% 13%
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Analytical balance sheet (Revenue) 2011 2012 2013 2014 2015 2016 2017

0% 0% 0% 0% 0% 0% 0%

Operating non-current assets 0% 0% 0% 0% 0% 0% 0%

Licenses 35% 35% 31% 24% 24% 22% 17%

Deferred tax assets 1% 0% 1% 1% 0% 0% 0%

Other intengible asstets 1% 1% 1% 1% 1% 1% 1%

Property, plant and equipment 26% 27% 35% 30% 31% 29% 30%

Investment in associated companies 4% 4% 5% 4% 4% 5% 5%

Other non-current assets 0% 0% 0% 0% 0% 0% 0%

Other Shares 1% 7% 1% 0% 0% 0% 0%

Total non-current assets excl. Goodwill 68% 74% 74% 59% 61% 57% 53%

Goodwill 14% 14% 12% 9% 8% 8% 7%

Total non-current assets inc. Goodwill 82% 88% 86% 68% 69% 64% 60%

Operating current assets

Inventory 5% 5% 9% 9% 9% 7% 8%

Biological assets 40% 40% 50% 37% 37% 45% 33%

Trade receivables 12% 12% 17% 12% 13% 14% 13%

Other receivables 4% 4% 6% 3% 4% 3% 3%

Total operating current assets 61% 61% 81% 61% 63% 69% 57%

Non-interest bearing debt

Current tax liability 1% 0% 1% 2% 2% 4% 3%

Trade payables 9% 9% 12% 8% 8% 8% 8%

Other non-current liabilities 1% 3% 5% 0% 0% 0% 0%

Other current liabilites 7% 10% 10% 7% 5% 5% 5%

Total non-interest bearing debt excl. deferred tax liabilities 18% 22% 28% 16% 16% 17% 16%

Deferred tax liabilities 15% 16% 18% 13% 13% 13% 10%

Total non-interest bearing debt inc. deferred tax liabilities 33% 38% 46% 30% 28% 30% 26%

Net operating assets excl. Deferred tax and goodwill 111% 113% 126% 104% 108% 109% 94%

Net operating assets incl. Deferred tax and goodwill 110% 111% 121% 100% 104% 103% 91%

Equity 69% 76% 85% 54% 61% 59% 64%

Net interest bearing debt

Other current financial liabilities 0% 0% 0% 3% 3% 3% 3%

Non-current interest bearing debt 42% 35% 40% 39% 35% 28% 21%

Other non-current financial liabilities 0% 0% 0% 8% 7% 13% 2%

Current interest bearing debt 1% 2% 4% 0% 0% 0% 4%

Provisions 0% 0% 0% 2% 1% 4% 0%

Liabilities held for sale 0% 0% 1% 0% 0% 0% 0%

Total interest bearing debt 43% 37% 45% 52% 46% 48% 30%

Interest bearing assets

Other current financial assets 0% 0% 0% 1% 1% 0% 0%

Other non-current financial assets 0% 0% 0% 1% 0% 0% 0%

Restricted cash 0% 1% 1% 1% 0% 0% 0%

Cash in bank 1% 2% 2% 4% 2% 3% 2%

Asset held for sale 0% 0% 6% 0% 0% 0% 0%

Total interest bearing assets 2% 2% 9% 7% 3% 3% 2%

0% 0% 0% 0% 0% 0% 0%

Net interest bearing debt 41% 35% 36% 46% 43% 44% 28%

Invested capital 110% 111% 121% 100% 104% 103% 91%
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Common size analysis (Harvest volume): 

 

Analytical income statement (Revenue) 2011 2012 2013 2014 2015 2016 2017

Revenue 46,0    39,3    55,8  60,3    61,5   76,9     143,9     

Other income 1,1     0,1      0,1    0,6      0,4     0,2       0,9        

Cost of material 24,5    24,6    29,1  32,6    35,2   39,1     67,0      

Salary and personnel expenses 6,4     6,2      7,8    7,9      8,5     9,7       19,0      

Other operating expenses 6,0     5,5      7,5    8,0      8,8     10,4     22,0      

Income/loss from associated companies 0,0     0,2      0,6    0,4      0,5     1,4       1,3        

Restructuring costs 0,1     0,0      0,8    0,1      0,3     0,1       0,1        

EBITDA 10,1   3,3     11,3 12,6   9,5    19,2    38,1     

Depreciation and amortization 1,9     1,7      2,2    2,3      2,8     3,1       6,0        

EBIT 8,2     1,6     9,1   10,3   6,8    16,0    32,1     

Tax on EBIT 1,5     0,8      2,7    5,2      2,5     4,6       3,7        

NOPAT 6,6     0,8     6,4   5,1     4,3    11,4    28,4     

Non-operating items

Interest expenses 1,2     1,0      1,9    1,3      0,9     1,1       1,9        

Net currency efffects 0,7     1,3      0,9    0,9      0,1     0,6       0,3        

Other financial items 1,0     0,8      0,7    2,9      1,1     4,6       3,7        

NFE before tax 0,5     0,5     3,5   5,1     1,9    5,1      1,5       

Tax shield 0,1     0,2      1,0    2,6      0,7     1,5       0,2        

NFE after tax 0,4     0,2     2,5   2,5     1,2    3,6      1,3       

Fair value uplift on harvested fish 9,5     4,0      12,6  13,2    9,1     19,1     -        

Fair value adjustment on biological assets 5,1     4,9      17,8  11,9    9,3     27,6     13,5      

Onerous contracts provision 0,0     0,0      0,4    0,1      0,0     2,4       4,8        

Other non-operational items -     -     0,2    0,4      0,0     0,0       0,0        

Impairment losses 0,2     0,0      0,2    0,1      0,1     0,4       4,1        

Non operating items before tax 4,6     0,9      4,5    1,6      0,1     5,7       12,9      

Tax on non-operating items 0,9     0,4      1,3    0,8      0,0     1,7       1,5        

Non-operating items after tax 3,8     0,5     3,1   0,8     0,1    4,1      11,4     

Profit after tax from discountinued operations -     -     0,3    0,5      0,0     -      -        

Net earnings 3,3     1,1     7,3   2,2     3,1    11,8    18,4     
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Analytical balance sheet (Revenue) 2011 2012 2013 2014 2015 2016 2017

Operating non-current assets

Licenses 16,3    13,9    17,6  14,5    14,8   16,8     24,4      

Deferred tax assets 0,5     0,2      0,5    0,3      0,2     0,1       0,5        

Other intengible asstets 0,4     0,3      0,5    0,4      0,5     0,7       1,0        

Property, plant and equipment 12,2    10,5    19,4  18,3    19,2   22,1     43,0      

Investment in associated companies 1,8     1,6      2,6    2,2      2,5     3,8       6,8        

Other non-current assets 0,1     0,2      0,0    0,0      0,0     0,1       0,1        

Other Shares 0,3     2,6      0,4    -     -     -      -        

Total non-current assets excl. Goodwill 31,4   29,2   41,1 35,7   37,3  43,6    75,8     

Goodwill 6,3     5,4      6,9    5,4      5,1     5,9       10,1      

Total non-current assets inc. Goodwill 37,7   34,6   48,0 41,1   42,4  49,5    86,0     

Operating current assets

Inventory 2,3     2,1      5,1    5,3      5,5     5,4       12,2      

Biological assets 18,3    15,8    27,7  22,3    22,7   34,5     47,6      

Trade receivables 5,6     4,5      9,3    7,5      8,1     10,9     19,0      

Other receivables 1,8     1,5      3,2    2,0      2,6     2,5       3,9        

Total operating current assets 28,0   24,0   45,3 37,0   38,9  53,4    82,7     

Non-interest bearing debt

Current tax liability 0,3     0,1      0,7    1,2      1,4     3,1       3,6        

Trade payables 4,3     3,7      6,5    4,5      4,9     6,0       11,1      

Other non-current liabilities 0,3     1,1      2,8    0,3      0,2     0,3       0,5        

Other current liabilites 3,4     3,8      5,7    4,0      3,0     3,9       7,8        

Total non-interest bearing debt excl. deferred tax liabilities 8,3     8,6     15,8 9,9     9,6    13,4    23,0     

Deferred tax liabilities 6,9     6,5      9,8    7,9      7,8     10,0     14,0      

Total non-interest bearing debt inc. deferred tax liabilities 15,2   15,1   25,6 17,9   17,4  23,3    37,1     

Net operating assets excl. Deferred tax and goodwill 51,1   44,6   70,6 62,8   66,6  83,6    135,5   

Net operating assets incl. Deferred tax and goodwill 50,5   43,5   67,7 60,2   64,0  79,6    131,6   

Equity 31,6   29,8   47,5 32,7   37,7  45,4    91,9     

Net interest bearing debt

Other current financial liabilities -     -     -    1,8      1,9     2,0       3,6        

Non-current interest bearing debt 19,2    13,6    22,4  23,7    21,3   21,8     30,7      

Other non-current financial liabilities -     -     -    4,9      4,2     9,6       3,0        

Current interest bearing debt 0,5     1,0      2,0    0,0      0,0     0,0       5,2        

Provisions -     -     -    1,1      0,9     3,4       0,4        

Liabilities held for sale -     -     0,6    -     -     -      -        

Total interest bearing debt 19,7   14,6   25,0 31,6   28,3  36,8    42,9     

Interest bearing assets

Other current financial assets -     -     -    0,5      0,6     0,3       0,3        

Other non-current financial assets -     -     -    0,4      0,0     0,0       0,0        

Restricted cash 0,2     0,2      0,5    0,5      0,2     0,3       0,5        

Cash in bank 0,6     0,6      1,3    2,7      1,2     1,9       2,3        

Asset held for sale -     -     3,1    0,0      0,0     0,1       0,0        

Total interest bearing assets 0,8     0,9     4,8   4,0     2,0    2,7      3,2       

Net interest bearing debt 18,9   13,7   20,1 27,5   26,3  34,2    39,7     

Invested capital 50,5   43,5   67,7 60,2   64,0  79,6    131,6   
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Appendix 7: Trend analysis common sized analysis (Sales and harvest volumes) for Lerøy 

Trend analysis: 

 

Income statement 2011 2012 2013 2014 2015 2016 2017

Operating Revenue 100% 99% 117% 137% 147% 188% 203%

Other gains and losses 100% 218% 64% 1% 7%

Income from associated 100% 126% 974% 466% 311% 1331% 1533%

Cost of materials 100% 105% 114% 137% 150% 171% 160%

Change in inventories 100% 18% 81% 140% 146% 93% 82%

Saleries and other personel costs 100% 107% 113% 131% 146% 184% 252%

Other operating expenses 100% 100% 117% 147% 169% 217% 260%

EBITDA 100% 53% 142% 150% 125% 240% 271%

Depreciation 100% 107% 113% 136% 160% 188% 215%

EBIT 100% 41% 148% 153% 117% 252% 283%

Tax on EBIT 100% 38% 121% 120% 72% 180% 159%

NOPAT 100% 42% 159% 166% 136% 282% 335%

Non operating items

Net financial items 100% 116% 124% 146% 157% 161% 256%

NFE before tax 100% 116% 124% 146% 157% 161% 256%

Tax shield 100% 108% 102% 115% 96% 115% 144%

NFE after tax 100% 120% 134% 159% 182% 180% 302%

Impairment loss

Fair value adjustments related to biological assets 100% 48% 124% 53% 31% 239% 279%

Total non operating items before tax 100% 43% 123% 53% 31% 239% 279%

Tax on non operating items 100% 39% 101% 42% 19% 170% 157%

Total non operating items after tax 100% 44% 132% 58% 36% 267% 329%

Net earnings 100% 130% 498% 292% 326% 929% 346%
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Common size analysis (Revenue): 

Analytical balance sheet 2011 2012 2013 2014 2015 2016 2017

Non-current operating assets

Deferred tax assets 100% 329% 180% 646% 635% 474% 441%

Licenses, rights 100% 100% 100% 109% 112% 298% 405%

Buildings, real estate, operating accessories 100% 114% 129% 146% 158% 229% 280%

Shares in associates 100% 101% 223% 172% 204% 222% 292%

Long term receivables 100% 102% 310% 382% 204% 907% 1453%

Total non-current operating assets excl. Goodwill 100% 107% 123% 131% 140% 263% 343%

Goodwill 100% 105% 106% 110% 112% 112% 0%

Total non-current operating assets incl. Goodwill 100% 106% 118% 125% 132% 216% 236%

Current operating assets

Biological assets 100% 115% 157% 155% 182% 271% 188%

Other inventories 100% 99% 109% 160% 168% 220% 302%

Trade receivables 100% 107% 159% 153% 168% 236% 211%

Other receivables 100% 134% 213% 204% 207% 284% 294%

Total current operating assets 100% 112% 156% 157% 178% 258% 208%

Non interest-bearing debt

Trade payables 100% 117% 150% 149% 130% 194% 186%

Public duties payable 100% 107% 166% 112% 198% 423% 375%

Tax payable 100% 28% 99% 104% 62% 148% 255%

Other short-term liabilities 100% 81% 107% 145% 154% 326% 218%

Total non-interest bearing debt excl. Deferred tax 100% 88% 130% 136% 122% 221% 217%

Deferred tax 100% 114% 137% 141% 145% 259% 214%

Total non-interest bearing debt incl. Deferred tax 100% 99% 133% 138% 132% 238% 216%

Net operating assets excl. Goodwill and Deferred tax 100% 114% 140% 145% 166% 269% 292%

Net operating assets incl. Goodwill and Deferred tax 100% 111% 132% 137% 156% 230% 228%

Equity 100% 103% 130% 139% 151% 232% 250%

Net Interest bearing debt

Long-term interest bearing debt 100% 99% 97% 114% 98% 187% 204%

Other long-term liabilities 100% 625% 512% 1841% 1767% 1701% 1342%

Pension Liabilities 100% 98% 41% 88% 48% 67% 40%

Short-term loans 100% 120% 90% 62% 193% 144% 109%

Tot interest bearing debt 100% 105% 96% 105% 124% 180% 183%

Interest bearing assets

Shares available for sale 100% 79% 24% 35% 31% 35% 24%

Cash and cash equivalent 100% 68% 55% 85% 78% 140% 220%

Tot interest bearing assets 100% 68% 54% 84% 77% 138% 217%

Net interest bearing debt 100% 143% 139% 127% 172% 222% 149%

Invested capital 100% 111% 132% 137% 156% 230% 228%
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Income statement (net revenue) 2011 2012 2013 2014 2015 2016 2017

Operating Revenue 100% 100% 100% 100% 100% 100% 100%

Other gains and losses 0% 0% 0% 1% 0% 0% 0%

Income from associated 0% 0% 2% 1% 0% 2% 2%

Cost of materials 67% 71% 65% 67% 69% 61% 53%

Change in inventories 3% 1% 2% 4% 3% 2% 1%

Saleries and other personel costs 11% 11% 10% 10% 10% 10% 13%

Other operating expenses 9% 9% 9% 10% 11% 11% 12%

EBITDA 16% 9% 20% 18% 14% 21% 22%

Depreciation 3% 3% 3% 3% 3% 3% 3%

EBIT 13% 6% 17% 15% 11% 18% 19%

Tax on EBIT 4% 2% 4% 3% 2% 4% 3%

NOPAT 10% 4% 13% 12% 9% 14% 16%

Non operating items

Net financial items 1% 1% 1% 1% 1% 1% 1%

NFE before tax 1% 1% 1% 1% 1% 1% 1%

Tax shield 0% 0% 0% 0% 0% 0% 0%

NFE after tax 1% 1% 1% 1% 1% 1% 1%

Impairment loss 0% 0% 0% 0% 0% 0% 0%

Fair value adjustments related to biological assets 7% 3% 7% 3% 1% 9% 9%

Total non operating items before tax 7% 3% 7% 3% 1% 9% 9%

Tax on non operating items 2% 1% 2% 1% 0% 2% 2%

Total non operating items after tax 5% 2% 5% 2% 1% 7% 8%

Net earnings 4% 5% 18% 9% 9% 20% 7%
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Common size analysis (Harvest volume): 

Analytical balance sheet (Sales revenue) 2011 2012 2013 2014 2015 2016 2017

Non-current operating assets

Deferred tax assets 0% 0% 0% 0% 0% 0% 0%

Licenses, rights 22% 22% 18% 17% 16% 34% 43%

Buildings, real estate, operating accessories 20% 23% 22% 21% 22% 24% 28%

Shares in associates 4% 4% 7% 5% 5% 4% 5%

Long term receivables 0% 0% 0% 0% 0% 0% 1%

Total non-current operating assets excl. Goodwill 45% 49% 48% 43% 43% 63% 77%

Goodwill 21% 22% 19% 17% 16% 12% 0%

Total non-current operating assets incl. Goodwill 66% 71% 66% 60% 59% 76% 77%

Current operating assets

Biological assets 26% 30% 35% 29% 32% 37% 24%

Other inventories 4% 4% 3% 4% 4% 4% 5%

Trade receivables 10% 11% 14% 11% 12% 13% 11%

Other receivables 2% 2% 3% 2% 2% 2% 2%

Total current operating assets 41% 47% 55% 47% 50% 57% 42%

Non interest-bearing debt

Trade payables 8% 9% 10% 8% 7% 8% 7%

Public duties payable 1% 1% 1% 1% 1% 2% 1%

Tax payable 4% 1% 3% 3% 1% 3% 4%

Other short-term liabilities 3% 3% 3% 3% 3% 5% 3%

Total non-interest bearing debt excl. Deferred tax 15% 13% 17% 15% 12% 18% 16%

Deferred tax 12% 14% 14% 12% 12% 16% 12%

Total non-interest bearing debt incl. Deferred tax 27% 27% 30% 27% 24% 34% 28%

Net operating assets excl. Goodwill and Deferred tax 72% 82% 86% 76% 81% 102% 103%

Net operating assets incl. Goodwill and Deferred tax 80% 90% 91% 80% 85% 98% 90%

Equity 63% 66% 70% 64% 65% 78% 78%

Net Interest bearing debt

Long-term interest bearing debt 26% 26% 22% 22% 18% 26% 27%

Other long-term liabilities 0% 0% 0% 1% 1% 1% 1%

Pension Liabilities 0% 0% 0% 0% 0% 0% 0%

Short-term loans 8% 10% 6% 4% 11% 6% 4%

Tot interest bearing debt 35% 37% 29% 27% 30% 33% 32%

Interest bearing assets

Shares available for sale 0% 0% 0% 0% 0% 0% 0%

Cash and cash equivalent 17% 12% 8% 11% 9% 13% 19%

Tot interest bearing assets 18% 12% 8% 11% 9% 13% 19%

Net interest bearing debt 17% 25% 20% 16% 20% 20% 13%

Invested capital 80% 90% 91% 80% 85% 98% 90%
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Income statement (Harvest volume) 2011 2012 2013 2014 2015 2016 2017

Operating Revenue 67,2             59,3             74,3              79,5              85,3              115,0            118,0            

Other gains and losses -              -              0,4               0,7               0,2               0,0               0,0               

Income from associated 0,1               0,2               1,3               0,6               0,4               1,7               1,9               

Cost of materials 45,3             42,3             48,6              53,4              58,8              70,3              62,9              

Change in inventories 2,3               0,4               1,8               2,8               3,0               2,0               1,7               

Saleries and other personel costs 7,1               6,7               7,6               8,0               8,9               11,9              15,5              

Other operating expenses 6,3               5,6               6,9               8,0               9,2               12,4              14,1              

EBITDA 11,0            5,2              14,7             14,2             11,9             24,1             25,8             

Depreciation 2,0               1,9               2,1               2,3               2,8               3,4               3,7               

EBIT 9,0              3,3              12,6             11,9             9,1               20,7             22,1             

Tax on EBIT 2,6               0,9               3,0               2,7               1,6               4,3               3,6               

NOPAT 6,4              2,4              9,6               9,2               7,5               16,4             18,5             

Non operating items

Net financial items 0,6               0,6               0,7               0,8               0,8               0,9               1,3               

NFE before tax 0,6              0,6              0,7               0,8               0,8               0,9               1,3               

Tax shield 0,2               0,2               0,2               0,2               0,1               0,2               0,2               

NFE after tax 0,4              0,5              0,5               0,6               0,7               0,7               1,1               

-              -              -               -               -               -               -               

Impairment loss -              0,2               0,0               0,0               -               -               -               

Fair value adjustments related to biological assets 4,5               1,9               5,3               2,1               1,2               9,8               10,9              

Total non operating items before tax 4,5              1,7              5,2               2,1               1,2               9,8               10,9             

Tax on non operating items 1,3               0,5               1,3               0,5               0,2               2,0               1,8               

Total non operating items after tax 3,2              1,2              4,0               1,6               1,0               7,7               9,1               

Net earnings 2,8              3,2              13,0             7,0               7,8               23,4             8,3               
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Appendix 8: Forecast assumptions 

Balance sheet: 

Analytical balance sheet (Harvest volume) 2011 2012 2013 2014 2015 2016 2017

Non-current operating assets

Deferred tax assets 0,0               0,1               0,1               0,3               0,3               0,2               0,2               

Licenses, rights 14,5             12,9             13,7              13,6              14,1              39,3              50,8              

Buildings, real estate, operating accessories 13,4             13,6             16,4              16,9              18,4              28,0              32,6              

Shares in associates 2,4               2,2               5,1               3,6               4,3               4,9               6,1               

Long term receivables 0,1               0,1               0,2               0,2               0,1               0,5               0,8               

Total non-current operating assets excl. Goodwill 30,5            28,9            35,4             34,6             37,1             72,9             90,5             

Goodwill 13,9             13,0             13,9              13,2              13,5              14,1              -               

Total non-current operating assets incl. Goodwill 44,4            41,9            49,3             47,7             50,6             87,0             90,5             

Current operating assets

Biological assets 17,4             17,8             25,7              23,3              27,4              42,7              28,3              

Other inventories 2,4               2,1               2,5               3,3               3,5               4,8               6,3               

Trade receivables 6,8               6,5               10,3              9,0               9,9               14,7              12,5              

Other receivables 1,1               1,3               2,2               1,9               2,0               2,8               2,8               

Total current operating assets 27,7            27,7            40,7             37,5             42,8             65,1             49,8             

Non interest-bearing debt

Trade payables 5,2               5,4               7,3               6,7               5,8               9,1               8,3               

Public duties payable 0,5               0,4               0,7               0,4               0,8               1,8               1,5               

Tax payable 2,4               0,6               2,2               2,1               1,3               3,2               5,2               

Other short-term liabilities 2,1               1,5               2,1               2,6               2,8               6,2               3,9               

Total non-interest bearing debt excl. Deferred tax 10,1            7,9              12,4             11,8             10,6             20,2             18,9             

Deferred tax 7,9               8,0               10,3              9,7               9,9               18,7              14,7              

Total non-interest bearing debt incl. Deferred tax 18,0            15,9            22,6             21,5             20,6             38,9             33,6             

Net operating assets excl. Goodwill and Deferred tax 48,1            48,6            63,7             60,2             69,2             117,7           121,4           

Net operating assets incl. Goodwill and Deferred tax 54,0            53,6            67,3             63,7             72,8             113,2           106,7           

Equity 42,4            38,9            52,1             51,0             55,6             89,7             91,8             

Net Interest bearing debt

Long-term interest bearing debt 17,8             15,7             16,3              17,5              15,1              30,2              31,4              

Other long-term liabilities 0,1               0,3               0,3               0,8               0,8               0,8               0,6               

Pension Liabilities 0,1               0,0               0,0               0,0               0,0               0,0               0,0               

Short-term loans 5,6               5,9               4,7               3,0               9,3               7,3               5,3               

Tot interest bearing debt 23,5            21,9            21,3             21,3             25,2             38,4             37,2             

Interest bearing assets

Shares available for sale 0,2               0,1               0,0               0,1               0,0               0,1               0,0               

Cash and cash equivalent 11,7             7,1               6,0               8,6               7,9               14,9              22,3              

Tot interest bearing assets 11,9            7,2              6,1               8,6               8,0               14,9             22,3             

Net interest bearing debt 11,6            14,8            15,2             12,7             17,2             23,4             14,9             

Invested capital 54,0            53,6            67,3             63,7             72,8             113,2           106,7           
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Appendix 9: Pro forma financial statements Grieg Seafood 

Income statement: 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Operating non-current assets

Licenses 1631% 1631% 1631% 1631% 1631% 1631%

Deferred taxes assets 3% 3% 3% 3% 3% 3%

Property, plant and equipment 2207% 2207% 2207% 2207% 2207% 2207%

Other intangible assets 17% 17% 17% 17% 17% 17%

Investment in associated companies and joint ventures 46% 46% 46% 46% 46% 46%

Other non-current receivables 2% 2% 2% 2% 2% 2%

Total non-current assets 3906% 3906% 3906% 3906% 3906% 3906%

Goodwill 170% 170% 170% 170% 170% 170%

Total non-current assets incl. Goodwill 4076% 4076% 4076% 4076% 4076% 4076%

0% 0% 0% 0% 0% 0%

Operating current assets 0% 0% 0% 0% 0% 0%

Inventories 128% 128% 128% 128% 128% 128%

Biological assets 3023% 3023% 3023% 3023% 3023% 3023%

Accounts receivables 656% 656% 656% 656% 656% 656%

Other current receivables 165% 165% 165% 165% 165% 165%

Total operating current assets 3972% 3972% 3972% 3972% 3972% 3972%

Non-interest bearing debt

Accounts payable 652% 652% 652% 652% 652% 652%

Tax payable 91% 91% 91% 91% 91% 91%

Accrued salary and public tax payables 35% 35% 35% 35% 35% 35%

Other current liabilities 185% 185% 185% 185% 185% 185%

Total non-interest bearing debt excl. deferred tax liabilities 962% 962% 962% 962% 962% 962%

Deferred tax liabilities 895% 895% 895% 895% 895% 895%

Total non-interest bearing debt incl. Deferred tax liabilities 1857% 1857% 1857% 1857% 1857% 1857%

Net operating assets excl. Deferred tax and goodwill 6916% 6916% 6916% 6916% 6916% 6916%

Net operating assets incl. Deferred tax and goodwill 6191% 6191% 6191% 6191% 6191% 6191%

Operating Working Capital 2115% 2115% 2115% 2115% 2115% 2115%

Equity 3651% 3651% 3651% 3651% 3651% 3651%

Net interest bearing debt

Pension obligations 1% 1% 1% 1% 1% 1%

Loan 1586% 1586% 1586% 1586% 1586% 1586%

Other long-term borrowings 23% 23% 23% 23% 23% 23%

Current portion of long-term borrowings 243% 243% 243% 243% 243% 243%

Factoring liabilities 299% 299% 299% 299% 299% 299%

Finance leasing liabilities 330% 330% 330% 330% 330% 330%

Cash-settled share options 5% 5% 5% 5% 5% 5%

Current portion of finance leasing liabilities 84% 84% 84% 84% 84% 84%

Derivatives and other financial instruments 30% 30% 30% 30% 30% 30%

Short-term loan facilities 373% 373% 373% 373% 373% 373%

Cash-settled share options 7% 7% 7% 7% 7% 7%

Interest bearing debt 2981% 2981% 2981% 2981% 2981% 2981%

Interest bearing assets

Derivatives and other financial instruments 22% 22% 22% 22% 22% 22%

Cash and cash equivalents 416% 416% 416% 416% 416% 416%

Loans to associated companies 1% 1% 1% 1% 1% 1%

Available for sale financial assets 2% 2% 2% 2% 2% 2%

Interest bearing assets 441% 441% 441% 441% 441% 441%

Net interest bearing debt 2540% 2540% 2540% 2540% 2540% 2540%

Invested capital 6191% 6191% 6191% 6191% 6191% 6191%
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Balance sheet: 

Year 2018e 2019e 2020e 2021e 2022e 2023T

Sales Revenue 8.146.732          8.240.475          8.383.441          9.055.598          9.158.470          9.367.807          

Cost of sales (3.956.624)         (4.269.432)         (4.556.714)         (4.831.646)         (4.980.547)         (5.196.276)         

Saleries and personnel expenses (613.844)            (649.568)            (686.639)            (749.597)            (757.467)            (774.781)            

Other operating expenses (1.843.204,46)    (1.950.475,78)    (2.103.025,39)    (2.295.852,94)    (2.366.355,51)    (2.420.443,63)    

EBITDA 1.733.061          1.370.999          1.037.062          1.178.502          1.054.100          976.306             

Depreciation % PP&E 192.114-             148.073-             156.523-             170.875-             172.669-             176.616-             

Amortisation licenses and other intangible assets 5.924-                 6.269-                 6.627-                 7.234-                 7.310-                 7.477-                 

EBIT 1.535.023          1.216.658          873.913             1.000.392          874.121             792.213             

Tax on EBIT 382.063-             302.823-             217.515-             248.995-             217.567-             197.180-             

NOPAT 1.152.979          913.849             656.408             751.408             656.564             595.042             

Non-operating items

Net financial items (136.911)            (144.879)            (153.147)            (167.189)            (168.944)            (171.889)            

Tax shield 34.077               36.060               38.118               41.613               42.050               42.783               

Net financial expenses, after tax 102.834-             108.819-             115.029-             125.576-             126.895-             129.106-             

Net profit 1.050.145          805.031             541.379             625.832             529.669             465.935             
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Cash flow statement: 

Forecast assumptions: Balance sheet 2018e 2019e 2020e 2021e 2022e 2023t

Operating non-current assets

Licenses 1.272.082       1.346.115       1.422.938       1.553.408       1.569.717       1.605.596       

Deferred taxes assets 2.394              2.534              2.678              2.924              2.954              3.022              

Property, plant and equipment 1.721.762       1.821.966       1.925.946       2.102.537       2.124.610       2.173.173       

Other intangible assets 13.514            14.301            15.117            16.503            16.676            17.058            

Investment in associated companies and joint ventures 35.997            38.092            40.266            43.958            44.420            45.435            

Other non-current receivables 1.317              1.393              1.473              1.608              1.625              1.662              

Total non-current assets 3.047.067        3.224.401        3.408.418        3.720.938        3.760.003        3.845.946        

Goodwill 109.038          109.038          109.038          109.038          109.038          109.038          

Total non-current assets incl. Goodwill 3.156.105        3.333.439        3.517.456        3.829.976        3.869.041        3.954.984        

Operating current assets

Inventories 99.604            105.401          111.416          121.632          122.909          125.718          

Biological assets 2.358.113       2.495.351       2.637.761       2.879.619       2.909.851       2.976.362       

Accounts receivables 511.728          541.510          572.414          624.899          631.460          645.893          

Other current receivables 128.660          136.147          143.917          157.113          158.763          162.392          

Total operating current assets 3.098.105        3.278.410        3.465.509        3.783.263        3.822.983        3.910.365        

Non-interest bearing debt

Accounts payable 508.590          538.189          568.904          621.067          627.587          644.584          

Tax payable 70.801            74.921            79.197            86.459            87.366            92.235            

Accrued salary and public tax payables 27.132            28.711            30.350            33.133            33.480            36.726            

Other current liabilities 144.042          152.425          161.124          175.897          177.744          184.849          

Total non-interest bearing debt excl. deferred tax liabilities 750.565           794.247           839.574           916.555           926.178           958.394           

Deferred tax liabilities 697.975          738.596          780.747          852.335          861.283          880.969          

Total non-interest bearing debt incl. Deferred tax liabilities 1.448.540        1.532.842        1.620.322        1.768.890        1.787.461        1.839.364        

Net operating assets excl. Deferred tax and goodwill 5.394.608        5.708.564        6.034.353        6.587.646        6.656.807        6.797.916        

Net operating assets incl. Deferred tax and goodwill 4.805.671        5.079.007        5.362.643        5.844.349        5.904.562        6.025.985        

Operating Working Capital 1.649.566        1.745.567        1.845.187        2.014.373        2.035.522        2.071.001        

Equity 2.847.879        3.013.621        3.185.609        3.477.699        3.514.210        3.594.535        

Net interest bearing debt

Pension obligations 635                 672                 711                 776                 784                 802                 

Loan 1.237.013       1.309.005       1.383.711       1.510.584       1.526.443       1.561.333       

Other long-term borrowings 17.818            18.855            19.931            21.759            21.987            22.490            

Current portion of long-term borrowings 189.452          200.478          211.919          231.350          233.779          239.123          

Factoring liabilities 233.346          246.926          261.018          284.951          287.943          294.524          

Finance leasing liabilities 257.124          272.088          287.616          313.988          317.285          324.537          

Cash-settled share options 4.236              4.483              4.739              5.173              5.227              5.347              

Current portion of finance leasing liabilities 65.762            69.589            73.561            80.305            81.149            83.003            

Derivatives and other financial instruments 23.749            25.131            26.566            29.001            29.306            29.976            

Short-term loan facilities 290.979          307.913          325.486          355.330          359.060          367.268          

Cash-settled share options 5.366              5.678              6.002              6.552              6.621              6.773              

Interest bearing debt 2.325.481        2.460.820        2.601.259        2.839.770        2.869.584        2.935.174        

Interest bearing assets

Derivatives and other financial instruments 17.341            18.350            19.397            21.175            21.398            21.887            

Cash and cash equivalents 324.610          343.501          363.105          396.398          400.560          409.716          

Loans to associated companies 554                 587                 620                 677                 684                 700                 

Available for sale financial assets 1.680              1.778              1.879              2.052              2.073              2.121              

Interest bearing assets 344.185           364.216           385.001           420.302           424.715           434.423           

Net interest bearing debt 1.981.296        2.096.604        2.216.258        2.419.468        2.444.869        2.500.752        

Invested capital 4.829.176        5.110.225        5.401.866        5.897.167        5.959.079        6.095.287        

Goodwill increase 23.505             31.219             39.223             52.817             54.517             69.302             

Invested capital adj.  4.805.671        5.079.007        5.362.643        5.844.349        5.904.562        6.025.985        
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CAPEX: 

 

Appendix 10: DuPont Model 

 

Source: Petersen and Plenborg, 2012 p. 94 

 

Appendix11: 10 largest shareholders 

Year 2018e 2019e 2020e 2021e 2022e 2023T

NOPAT 1.152.979       913.849          656.408          751.408          656.564          595.042          

Depreciation of PP&E 192.114          148.073          156.523          170.875          172.669          176.616          

Amortisation licenses and other intangible assets 5.924              6.269              6.627              7.234              7.310              7.477              

Change in NWC 407.471          96.002-            99.620-            169.186-          21.148-            35.480-            

CAPEX 273.174-          331.676-          347.167-          490.629-          219.044-          270.036-          

FCFF 1.485.315       640.513          372.771          269.702          596.351          473.619          

Change in NIBD 191.195          115.308          119.653          203.210          25.401            55.883            

NFE (136.911)         (144.879)         (153.147)         (167.189)         (168.944)         (171.889)         

Tax Shield 34.077            36.060            38.118            41.613            42.050            42.783            

FCFE 1.573.676       647.003          377.396          347.336          494.857          400.395          

Dividends 1.573.676-       647.003-          377.396-          347.336-          494.857-          400.395-          

Cash surplus -                  -                  -                  -                  -                  -                  

Year 2018e 2019e 2020e 2021e 2022e 2023T

Total non-current assets beginning of year 3.080.969-       3.156.105-       3.333.439-       3.517.456-       3.829.976-       3.869.041-       

Depreciation of PP&E 192.114          148.073          156.523          170.875          172.669          176.616          

Amortisation licenses and other intangible assets 5.924              6.269              6.627              7.234              7.310              7.477              

Total non-current assets ending of year 3.156.105       3.333.439       3.517.456       3.829.976       3.869.041       3.954.984       

CAPEX 273.174          331.676          347.167          490.629          219.044          270.036          
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Appendix 12: Regressions 

Grieg Seafood: 

 

 

SalMar: 

The largest shareholders in Grieg Seafood ASA as of 31.12.2017 were: No. shares Shareholding

GRIEG HOLDINGS AS 55 801 409 49,97%

OM HOLDING AS 5 164 379 4,63%

FOLKETRYGDFONDET 2 949 137 2,64%

NYE YSTHOLMEN AS 2 928 197 2,62%

STATE STREET BANK AND TRUST COMP 2 602 761 2,33%

VERDIPAPIRFONDET PARETO INVESTMENT 1 915 000 1,71%

VERDIPAPIRFONDET ALFRED BERG GAMBA 1 700 796 1,52%

JPMORGAN CHASE BANK, N.A., LONDON 1 477 767 1,32%

CLEARSTREAM BANKING S.A. 1 286 414 1,15%

GRIEG SEAFOOD ASA 1 250 000 1,12%

Sum 69,01%

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.2442401

R Square 0.05965323

Adjusted R Square0.04845862

Standard Error11.9659046

Observations 86

ANOVA

df SS MS F Significance F

Regression 1 762.985472 762.985472 5.328748129 0.023433937

Residual 84 12027.3614 143.182874

Total 85 12790.3469

CoefficientsStandard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%

Intercept 1.8369889 1.30780639 1.40463368 0.163817319 -0.763727522 4.43770533 -0.7637275 4.43770533

X Variable 1 0.83385663 0.36122582 2.30840814 0.023433937 0.115519465 1.55219379 0.11551947 1.55219379
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Marine Harvest: 

 

 

Lerøy: 

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.20767846

R Square 0.04313034

Adjusted R Square0.03173904

Standard Error9.60254437

Observations 86

ANOVA

df SS MS F Significance F

Regression 1 349.125878 349.125878 3.786250955 0.055019237

Residual 84 7745.5441 92.2088584

Total 85 8094.66998

CoefficientsStandard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%

Intercept 2.14224963 1.04950434 2.04120131 0.044369874 0.055195155 4.22930411 0.05519516 4.22930411

X Variable 1 0.56405866 0.28988088 1.94582912 0.055019237 -0.012401263 1.14051858 -0.0124013 1.14051858

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.18011338

R Square 0.03244083

Adjusted R Square0.02092227

Standard Error8.87705836

Observations 86

ANOVA

df SS MS F Significance F

Regression 1 221.938106 221.938106 2.816396047 0.097022613

Residual 84 6619.38186 78.802165

Total 85 6841.31997

CoefficientsStandard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%

Intercept 1.26317322 0.97021278 1.30195483 0.196490796 -0.666201298 3.19254773 -0.6662013 3.19254773

X Variable 1 0.44972723 0.26797996 1.67821216 0.097022613 -0.083180313 0.98263478 -0.0831803 0.98263478
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Appendix 13: Beta estimation 

 

 

Appendix 14: WACC calculations 

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.10343262

R Square 0.01069831

Adjusted R Square-0.0010791

Standard Error50.7145599

Observations 86

ANOVA

df SS MS F Significance F

Regression 1 2336.31246 2336.31246 0.908375898 0.343280296

Residual 84 216045.193 2571.96659

Total 85 218381.506

CoefficientsStandard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%

Intercept 9.86596642 5.54281747 1.77995513 0.078699626 -1.156533995 20.8884668 -1.156534 20.8884668

X Variable 1 1.45914587 1.53096728 0.95308756 0.343280296 -1.585350468 4.50364222 -1.5853505 4.50364222

Company GSF MHG SALM LSG

Calculated Raw Beta 0,83          0,45       0,56            1,46          

Calculated beta adj. 0,89          0,63       0,71            1,31          

Beta Bloomberg 0,67          0,523 0,42 0,52

Average beta adj. 0,89          0,63       0,71            1,31          

NIBD 1.981.296 1000,9 1.220.762     2.355.948  

Equity 2.847.879 2315,4 7.668.128     2.355.948 

NIBD+Equity 4.829.176 3.316     8.888.890   4.711.896 

Equity/(NIBD+Equity) 0,59 0,70 0,86 0,50

NIBD/ Equity 0,70 0,43 0,16 1,00

Risk free rate 2,50% 2,50% 2,50% 2,50%

Cost of debt 3,46% 3,74% 4,65% 4,63%

Risk premium 5% 5% 5% 5%

Beta debt 0,32 0,25 0,43 0,43

Average beta debt 0,35

Asset beta 0,65 0,52 0,67 0,87

Average asset beta 0,68

Levered beta 0,91          
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Appendix 15: Relative valuation method 

Multiple Pros Cons 

EV/Sales 

 Does not take capital structure into 

account 

 Accounting policies are not affecting 

the multiple 

 

 Does not take costs into 

account 

EV/EBITDA 

 Does not take capital structure into 

account 

 Does not take differences in 

depreciation and tax policies into 

account 

 

 Transitory items must be 

taken out 

EV/EBIT 

 Does not take capital structure into 

account 

 Does not take differences in tax 

policies into account 

 

 

 May be biased to differences 

in depreciation policies 

 Transitory items must be 

taken out 

EV/NOPAT 

 Does not take capital structure into 

account 

 

 May be biased to differences 

in depreciation policies 

 Transitory items must be 

taken out 

 

P/B 

 Categorization of liabilities and 

assets are insignificant 

 Good indicator of telling if revenues 

are above cost of capital 

 

 Does take capital structure 

into account 

P/E 

 Categorization of revenue and costs 

are insignificant 

 

 Does take capital structure 

into account 

Source: Petersen and Plenborg (2012) 

Year 2018e 2019e 2020e 2021e 2022e 2022e

Unlevered beta 0,68          0,68          0,68          0,68          0,68          0,68          

Levered beta adj. 0,92          0,92          0,92          0,92          0,92          0,92          

Risk-free rate 2,50% 2,50% 2,50% 2,50% 2,50% 3,00%

Market risk premium 5% 5% 5% 5% 5% 5%

Cost of equity 7,1% 7,1% 7,1% 7,1% 7,1% 7,6%

Debt

Interest rate according to credit rating 2,83% 2,83% 2,83% 2,83% 2,83% 3,21%

Interest rate historical average 4,08% 4,08% 4,08% 4,08% 4,08% 4,08%

Cost of debt avg. 3,46% 3,46% 3,46% 3,46% 3,46% 3,65%

Capital structure

Book value of equity 2.847.879 3.013.621 3.185.609 3.477.699 3.514.210 3.594.535 

Book value of debt 1.981.296 2.096.604 2.216.258 2.419.468 2.444.869 2.500.752 

Book value of enterprise 4.829.176 5.110.225 5.401.866 5.897.167 5.959.079 6.095.287 

Equity ratio 0,59          0,59          0,59          0,59          0,59          0,59          

Debt ratio 0,41          0,41          0,41          0,41          0,41          0,41          

Debt / Equity 0,70          0,70          0,70          0,70          0,70          0,70          

Tax rate 24,9% 24,9% 24,9% 24,9% 24,9% 24,9%

WACC 5,25% 5,25% 5,25% 5,25% 5,25% 5,60%
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Appendix 16: Historical salmon price and supply 

 

 

 

Regression graph: 

2001-2017 

 

 

 

Year Global Supply Spot price NOK/KG % change in supply % change in price

2001 988 25.99

2002 1057 23.36 6.98% -10%

2003 1146 21.24 8.42% -9%

2004 1207 22.57 5.32% 6%

2005 1246 26.22 3.23% 16%

2006 1270 32.32 1.93% 23%

2007 1397 25.76 10.00% -20%

2008 1493 26.35 6.87% 2%

2009 1468 30.87 -1.67% 17%

2010 1447 37.26 -1.43% 21%

2011 1634 31.99 12.92% -14%

2012 2000 26.58 22.40% -17%

2013 2042 39.59 2.10% 49%

2014 2226 40.3 9.01% 2%

2015 2318 42.09 4.13% 4%

2016 2165 63.13 -6.60% 50%

2017 2276 60.88 5.13% -4%
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16%

23%

-20%

2%

17%
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Chart Title

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.7967138

R Square 0.63475288

Adjusted R Square 0.6086638

Standard Error 0.04159853

Observations 16

ANOVA

df SS MS F Significance F

Regression 1 0.042101924 0.04210192 24.330213 0.00022049

Residual 14 0.024226132 0.00173044

Total 15 0.066328056

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%

Intercept 0.07374053 0.011039948 6.67942748 1.0449E-05 0.0500622 0.09741887 0.0500622 0.097418868

X Variable 1 -0.2501384 0.05071162 -4.9325666 0.00022049 -0.35890405 -0.1413728 -0.35890405 -0.141372834
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Chart Title

SUMMARY OUTPUT

Regression Statistics

Multiple R 0.90236479

R Square 0.81426222

Adjusted R Square 0.791045

Standard Error 0.0218075

Observations 10

ANOVA

df SS MS F Significance F

Regression 1 0.016678844 0.01667884 35.0714747 0.00035285

Residual 8 0.003804538 0.00047557

Total 9 0.020483382

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95.0% Upper 95.0%

Intercept 0.06131769 0.007052412 8.69457002 2.3869E-05 0.0450548 0.07758058 0.045054801 0.077580585

X Variable 1 -0.2714811 0.045841892 -5.9221174 0.00035285 -0.3771927 -0.1657695 -0.377192663 -0.165769476


