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SalMar ASA 30.April 2016

Industry: Food product/farming Target price 216,24     

Sector: Seafood Share price 200,00     

Information used: Public 

Key data

Bloomberg ticker SALM.NO

Oslo Børs SALM

Country Norway

Risk Moderate

Credit rating Implied Aa

Enterprice value 27.091.783

NIBD 2.626.412

Number of shares 113.300

WACC 6,73%

Target price Weight Value

DCF 70,0% 215,93

Multiple 15,00% 218,92

Monte Carlo 15,00% 214,99

Target price 216,240

Budgeted Key Figures 2016E Key Figures 2012 2013 2014 2015 2016 2017 2018 2019

ROIC 28% Revenue 4.204.791 6.245.860 7.185.887 7.326.202 8.534.485 8.572.727 8.706.901 8.611.656

Profit Margin 26% EBITDA 604.743 1.643.293 2.253.348 1.765.566 3.357.605 3.157.101 2.990.660 2.661.211

Production growth -5,54% NOPAT 356.213 1.252.065 1.464.844 1.172.910 2.212.511 2.066.949 1.941.934 1.698.290

Salmon price 50,95 Revenue growth 9,69% 48,54% 15,05% 1,95% 16,49% 0,45% 1,57% -1,09%

Production growth 10,32% 12,09% 22,61% 46,67% -5,54% 4,61% 9,64% 4,10%

Scenario Worst case Forward price Regression price Best case 

P/E 203,01 GOGS -27 -25 -25 -23

EV/EBITDA 219,29 Prod vol -10% 25%

EV/EBIT 234,45 Salmon price -10% Forward price Regression estimat 10%

Average 218,9 Share price 52,76219 188,9 272,056 458,35

Analysts: Fredrik Magnus Wraamann & Magnus Størseth Mathisen 
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Global negative supply shock 

The Chilean market have suffered from a algae bloom, which likely will reduce 2016 

output by 100-120kt. As the Norwegian market has reached a production limit, and 

production volume is expected to fall in 2016, the global market is experience a large 

negative supply shock. This results in a high salmon price in 2016, and is expected to 

remain high in the years to come, due to high demand. 

Stricter Norwegian regulation

The Norwegian government has addressed that the industry might increase their 

production volume with 6% every other year from 2017, if they fulfill biological 

requirements related to sea lice. Because of the limited growth possibilities for Norway 

in the future, the price will remain high until the output from technological innovation 

comes into effect.

R&D licenses

SalMar have been awarded with eight R&D licenses in order to continue their ocean 

farming project, which can add 7kt. Other companies have also applied for R&D 

project, suggesting that the supply will recover in the future. This will result in a lower 

long term salmon price.

Growth from MAB and Acquisition

SalMar is expected to continue their growth through acquisitions, but at the lower 

pace. The production growth will therefore decline, as the Norwegian government will 

not allow the industry to produce more unless they solve the sea lice problem.

Cost will stabilize

Cost related to feed and sea lice have increase significantly the latest years. We believe 

the cost will stabilize in the future, as the sea lice problem eventually will be solved, 

and the feed cost will decrease due to a reduction in the expensive marine content.

HOLD
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1.0 Introduction/motivation 
 

The subject of our master thesis is a valuation of the Norwegian Salmon farming company SALMAR 

ASA.  

The motivation behind the choice of conducting a valuation is that we can use the knowledge we have 

learned from our respectively Graduate Programs. In addition, we would like to learn more about the 

strategic aspects of business, which have been little touch upon in both AEF and ASC. Furthermore, we 

will get the opportunity to use theories and models in a more practical setting, which will be useful for 

our future working career.  

The interest for the topic and why we decided to write about salmon farming industry occurred for 

several different seasons. The industry is of high significance for the Norwegian economy, where 

Atlantic salmon is one of Norway’s most important export products. Today, the Salmon industry is 

more important than ever due to the turmoil in the petroleum market. The Norwegian economy is 

highly dependent on the oil. The recent decline in oil price has resulted in an increase in the 

unemployment rate and a decrease in GDP, due to layoffs and investment cuts for Norwegian oil 

companies. As neither of us had any knowledge of the salmon farming industry, we wanted to learn 

more about this particular market.  
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Figure 1: Global production of Atlentic Salmon  
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Norwegian salmon farmers accounted for 54% of the world’s total production of Atlantic salmon in 

2014, hence also being the largest exporter in the world. As seen in figure 1, the Norwegian position is 

challenged from several countries, especially from Chile that has experienced a high increase in 

production in recent years.  

SalMar ASA is the world’s third largest salmon farming company, and do produce 13% of all 

Norwegian salmon. The share 

price have outperformed the 

reference index with 34, 29 

percentage points, with a 

return of 171, 54% the last 5 

years. In combination with 

being one of the most cost 

efficient companies in the 

industry, we decided to write 

about SalMar ASA.  

 

1.1 Problem Statement 

The purpose of this paper is to estimate the fundamental value of SalMar. By conducting both a 

strategic and financial analysis, and applying different valuation methods, we will make a 

recommendation of buy, hold or sale for the marginal investor, based on public information. The 

problem statement is formulated as follows: 
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Figure 2: Shareprice development  
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Source: Oslobørs.no / Compiled by author 

What is the fundamental equity value for the marginal investor in SalMar ASA as of 

12.05.2015? 
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1.1.2 Sub questions 

By categorizing the thesis into different sub section we will be able to answer the overall research 

question in a better and more efficient way. In each section we will conduct different tools of analysis, 

and by that answering the series of sub questions. Sub conclusions will summarize our findings to each 

sub question, and be combined into an overall conclusion which will answer the research question. 

Question 1: External Factors 

Which external macro factors impact the share price development of SalMar? 

 

Question 2: Internal Factors 

Which internal factors analyzed within the organization impact the share price development of SalMar, 

and does SalMar have a competitive advantage? 

 

Question 3: Competition 

How intense is the competition SalMar is facing, and is there a potential of profitability in the industry? 

 

Question 4: Financial Analysis 

How well have SalMar performed financially trough the last 5 years compared to its peers? 

 

Question 5: Forecasting 

What is SalMar`s key value driver, and how is this projected in the future? 

 

Question 6: Valuation 

What is the WACC, and future cash flow from operations? 

 

Question 7: Sensitivity analysis 

How sensitive is SalMar`s share price to changes in key variables? 
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1.2 Methodology 

1.2.1 Data Collection 

This master thesis is written from a marginal investor’s point of view, and the valuation is based on 

public available information, and the thesis is therefore based on desk research. Our primary source of 

data is SalMar`s and the peer group´s annual reports. We have also used statistics from Bloomberg, 

Oslo Børs, research papers, articles and journals.  Further we considered information from industry 

specific statistics from Norwegian Seafood Council, Directorate of Fisheries, etc. We have used 

“Financial statement analysis” from Plenborg as the main academic source, and supplemented with 

other academic books in order to get the most precise foundation for valuation.   

1.2.2 Structure 

The thesis is divided into different parts, with the purpose of answering the sub questions presented in 

1.1.2. Each chapter will start with a discussion around the theme, including a brief description of the 

models and theory applied. The structure of the subsections is illustrated below 

 

 

  

 

 

 

 

 

 

 

 

Figure 3 

Source: Compiled by authors  
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1.3 Appraisal 

 SalMar ASA is a public listed company, and the thesis is written from an investor’s perspective. 

The information that is used is therefore only public information available. 

 SalMar’s core business is farming, processing and selling Atlantic salmon, and this is the main 

focus area in this thesis 

 Theories and models will not be described in detail, and we assume the sensor to be familiar on 

a general basis with basic knowledge and understanding of this.   

 SalMar is listed on Oslo Stock Exchange, and the primarily focus will be on the Norwegian 

market, but touches upon foreign markets where it is necessary and gives value to the theses. 

The Chilean market is the market that mainly will be discussed other than the Norwegian.  

 The historical and the estimated salmon price in Norway are assumed to be common with the 

foreign countries. This seems like a fair assumption due to the fact that the prices vary little 

between the markets we have mentioned. 

 WACC is considered as constant, and therefore a flat interest structure throughout the forecast 

period.  

 Information after 30. April will not be considered.  

 If not specified, we refer to Atlantic salmon throughout the thesis. 

 Cermaq is excluded from several analyses, due to the fact that they not are listed on the Oslo 

Stock exchange. Hence, certain information is difficult to collect. 

 The thesis does not consider risk of currency fluctuations, and hedging opportunities from 

export.  
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2.0 Introduction to Salmon Farming Industry 

In order to conduct a successful valuation, it is necessary to have a thorough understanding of the 

business and its value drivers. In this subsection, we will present a brief introduction to the salmon 

farming historical development with a main focus on the Norwegian market. Further we will describe 

the industry structure and markets. 

2.1 Historical development  

The foundation for the Norwegian Salmon adventure started in 1968, when brood stock salmon from 

41 different rivers was collected for the purpose of starting a breeding program.  In 1970, the world’s 

first aquaculture facility was established in Hitra, and 46 years later it is several hundred facilities all 

along the Norwegian coastline (laksefakta.no, a). Norway has the second longest coastline in the world, 

including fjords, islands and Svalbard, with a length of 100.915 km (Statistisk år Bok 2013 p 15). The 

sea temperature and streams in the area makes it an optimal place for the salmon to develop. As a result 

of this, the industry has seen a phenomenal increase in the last 40 years, and Norway is now considered 

to be a leading nation in international aquaculture.  

 

In 1973, Norway passed a law that regulated the salmon industry companies to use natural resources. 

The purpose of the legislation was to control the development of the new industry in such a way that it 

strengthened the community in the coast and fjords. It also gave the government authority to set 

requirements for quality and health of the facilities. (Norwegian seafood council 2016a, p 10)  

Figure 4  

 

Source: (Industry Handbook 2015)  
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In 1991, the ownership structure changed dramatically in Norway after the revocation of the law that 

limited the number of licenses held by each company. The amendments lead to many acquisitions and 

mergers resulting in a consolidation of players in the industry. This is shown in figure 4. Historically 

the salmon industry has been made up by many local companies with a low number of licenses. 

However, in 2014 the top 10 companies in Norway produced 71% of the total production. 

 

 

 

Figure 5 illustrates the positive development the salmon farming industry have experienced in Norway 

the last 20 years. The compounded annual growth rate (CAGR) of Salmon has been 8%, while the 

historical total harvest has had a similar CAGR in the same interval. 

2.2 Industry structure 
 

There are few feasible coastlines for Salmon 

farming in the world. The main reason is 

because of the sea temperature, where the 

optimal temperature range for salmon is 

between 8 and 14 degrees Celsius (Industry 
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Handbook 2015, p 19). In order to let the fish move freely around in the sites, the current must have a 

specific character, that is typically found in waters protected by fjords. Political willingness to allow 

salmon farming is also necessary in order to develop the industry further, and improve the 

sustainability. Because of these factors, the main producers in the world are Norway, Chile, North 

America and the UK. Figure 6 describes the share of total harvest in 2014. 

 

2.2.1 Markets 

Each producing region has historically distributed their products to the nearby markets. Considering 

that salmon mainly is a fresh product, the time and cost of transportation has driven this trend. The 

figure 7 and 8 describes the global trade flow of farmed salmon. 

 

As the distance from Asia to the other producing countries is pretty similar, the markets are generally 

shared by the producing regions. 

Figure 8: Markets 
Producing region Main market 

Norway EU, Russia and Asia 
Chile USA, South America and Asia 
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Source: Industry Handbook 2015 / Compiled by authors 
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2.2.2 Norwegian Export 

Norway exported Atlantic salmon for 47, 7 billion Norwegian kroners in 2015, which is an increase of 

9% from 2014, and it is the highest export value ever (Seafood.no). However, the volume increased 4% 

in 2014, suggesting that the record high salmon price was the main driver for the improvement. 

The main markets for Norway have historically been EU, Russia and Asia. However, the Russian 

embargo has led to a significant drop in export to Eastern Europe. The increased export to EU and Asia 

was mainly driven by a strong growth in demand, and due to a weaker NOK compared to Euro and 

USD. 

 

Norwegian salmon`s reputation stems from several factors. It has strict controlled food productions, 

and has a steady supply to the markets. Hence, fresh salmon does not have seasonality as many other 

commodities have, and can therefore be enjoyed any time of the year (Laksefakta.no, b). Furthermore, 

Salmon is popular due to its high content of protein and omega-3 acids, and other important minerals 

and vitamins (Industry handbook 2015 p.5)  
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2.2.3 Definition of Peer Group 

In order to analyze Salmar´s historical performance, it is appropriate to compare it with companies with 

similar characteristics. (Petersen, Plenborg 2012, p 65). The presented peer group will be used as a 

benchmark in both the strategic- and financial analysis, in addition to the valuation based on multiples.  

The peer group should consist of companies that are comparable to Salmar in terms of operation and 

business characteristics (Petersen, Plenborg 2012, p 65). In addition, the financial statement must be 

based upon the same accounting principles, risk profile, scope and scale. When using multiples in 

valuation process, peers should have a similar outlook for growth and ROIC. 

To determine the peer group, we have performed a comparison between the firms at the Oslo Seafood 

Index, based on several different criteria, such as production volume, production location, country of 

origin, and core operation. Based on this analysis (Appendix 1), we have chosen the following 

companies: Marine Harvest, Lerøy, Cermaq, and Grieg Seafood. 

 

 

 

 

 

 

Marine Harvest: 

Marine harvest is the world`s largest producer of Atlantic 

Salmon, holds about one quarter of the total production 

in Norway, and approximately one third of the quantity 

in both UK and North America. Like the other peers, 

MSG is a fully integrated company, following each step 

in the production from salmon egg to finished product. In 

addition, they produce their own fish feed. The company 

is represented in 23 countries and employs 11715 people.  
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Lerøy: 

LSG is the second largest producer of Atlantic salmon in 

the world, but does also supply a total range of seafood 

products including, trout, whitefish and shellfish. LSG 

vision is “Lerøy in every kitchen”, and does supply three 

million meals of seafood to more than 70 markets 

worldwide each day. The company has more than 2300 

employees and exported more than 220000 tons of seafood 

in 2014, where Atlantic salmon accounted for 

approximately 60% (Lerøy.com/no) 

Cermaq: 

Cermaq is one of the largest players in the industry, and 

produces Atlantic salmon, Large Trout and Coho. The head 

office is in Norway, but has operations in Chile and Canada 

as well. They have more than 4100 employees worldwide 

and sold 136 700 tons of salmon in 2014. Cermaq was 

delisted at Oslo stock exchange in 2014 after they were 

acquired by Mitsubishi Group and were therefore 

transformed from a public to a private company 

(Cermaq.com). 

Grieg Seafood 

Grieg seafood is one of the world’s largest salmon farming 

firms in the world, and has a capacity of more than 90 000 

tons each year, Grieg has production facilities in Norway, 

Canada and UK and does employ approximately 700 people 

(griegseafood.no) 
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3.0 Introduction to SalMar 

 

 

 

 

 

 

 

 

 

 

 

 

3.1 History  

SalMar ASA was established in February 1991, at Frøya in Sør- Trøndelag. Around this period of time 

the aquaculture industry faced a highly turbulent time, characterized with bankruptcies throughout the 

industry. From one of the companies that had gone into liquidation, SalMar bought their first licenses. 

Since foundation that year, SalMar have had a phenomenal development regarding strategic 

acquisitions resulting that they have managed to participate the exponential development that we have 

seen in the industry the last 20 years. (Salmar.no)  

The company started out being a frozen fish distributor, and is now Norway’s third largest breeder of 

Atlantic salmon. SalMar is a fully vertically integrated aquaculture group, with control over every part 

of the value chain, except production of fish feed. SalMar has 100 fish farming licenses in Norway, and 

are represented heavily in the UK. The company had 25 employees by the time of foundation, and has 

SalMar ASA - Timeline  

Frøya, ”Sør-

Trøndelag” 

1991- 

SalMar 

Estalished 

 

 

2014 -154 800 

Ton gutted 
weight. Leif I. 

Nordhammer 

reinstated as 
CEO 

 

2000 -11 000 Ton gutted weight. 

Purchase 49% of the shares in 

Senja Sjøfarm AS holding 9 

Licenses 

 
2001 -15 000 Ton 
gutted weight.  

 

1992-1997 - Various 
acquisitions and expansions 

of plant and smolt 

production in Central – 
Norway and North 

Trøndelag 

 

2006 -44 000 Ton gutted 
weight. Purchase the 

remaining 51% of the shares 
in Senja Sjøfarm AS. 

 

2001 –Establishment 
overseas with Norskott 
Havbruk AS. 

 

2005 -35 000 Ton gutted weight. 
Increased focus around core 

business. Selling out herring, 

herring oil and meal 

2007 -64 000 Ton 
gutted weight. Listed 
on the Oslo Stock 

Exchange 

 

2009 - 77 000 
Ton gutted weight. 
Purchase the 

remaining 66% of 

the shares in 
Volstad Seafood 

AS.  

2008 - 65 000 Ton gutted 
weight. Acquisition of new 

licenses several places in 
Norway, both central as well 

as in the northern part of the 

country.  

 
2010 - Purchase 75, 4% of the 
RaumaGruppen AS, and 23, 29 of 

the shares in Bakkafrost P/f. 
Acquisition of Stettefisk AS.  

 

2011 - 104 000 Ton gutted 
weight Completion of one of the 

world most innovative and 

efficient plants for processing 
Salmon - InnovaMar. Leif I. 

Nordhammer resigns as CEO 

 

2011 – 116 100 
Ton gutted 
weight. 

Acquisition of 10 

new licenses in 
northern Norway. 

 

2013 -128 000 Ton 

gutted weight. 

Divestment in Bakkefrost 

P/f.  
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now around 1000. The total ton gutted weight of salmon has gone from 11 000 until almost 155 000, 

which is a total percentage increase of almost 1500%.  

One of the most interesting and key factors behind the growth of business is the acquisition strategy. In 

the millennium year 2000 the company started aquaculture in Northern Norway after buying up in 

Senja Sjøfarm As. This was the first step outside Central Norway. The following year the company also 

produced abroad through their ownership in Norskott Havbruk, which is sole shareholder of Scottish 

Sea Farm ltd, UK second largest salmon producer. (SalMar, 2014 p.13) 

In 2005 SalMar sold out every part of the company that they did not recognize as core business. As a 

result, farming, harvesting and processing got overriding focus. In 2007 SalMar got listed on the Oslo 

Stock Exchange. (SalMar, 2014 p.13) 

The time after the IPO SalMar has continued expanding with several acquisitions. The acquisitions 

have resulted in a strong representing in the Northern Norway and Rauma, as well as Central Norway. 

Central Norway is the area that they have the most licenses. In 2011 SalMar completed “InnovaMar”, 

known as the most efficient and innovative salmon harvesting and processing plant in the world. 

3.2 Value chain   

SalMar is a vertical integrated farming group with control over every part of the value chain. This gives 

SalMar the ability to control their quality assurance throughout the process, and to make necessary 

adjustment if needed, without orientate other parties. Figure 11 shows an overview of the value chain. 

In the following section we will give a short presentation of the different parts.  

 

 

 

 

 Source: Compiled by authors 

Figure: 11 
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The Brood stock, also known as the parent fish is the first part in the farming process. The brood paves 

new fish by providing roe and sperm, which is a requirement for new generations to grow. After 

approximately 60 days in the incubator, the egg hatches and releases the fry inside. Still it is connected 

to the yolk sac, providing the needed nutrition during the first weeks. Further development is highly 

dependent on the right temperature and lining. The lining lasts for six weeks with a water temperature 

between 10-14 degrees Celsius, under recessed lightning. Regarding the size of the fry it is placed in 

different sized fish buckets, and well ahead of their “smolt process” all the fish are vaccinated. After 

10-16 months the fry is ready for seawater, and is now classified as smolt. It weights around 60-100 

gram, and well boats transports them to the larger fishing farms. (SalMar, 2014 p.17). After one year, 

the first salmon is ready to be slaughtered, and ready for sales.  

3.3 Strategy and Vision  

In 2014 SalMar launched a new vison “passion for salmon”, which should work as a guide at every 

level of the company (SalMar, 2014 p. 43). In addition to a clear vison, SalMar has a desire to be 

sustainable, both in terms of the environmental responsibilities, and what concerns economic factors. 

They have primarily goals attached to optimization of core businesses, be clear in their strategy 

dissemination, as well as they have incentivized focus on performance culture before results. The 

production and processes should be on the salmon’s requirements, and the biological results will be the 

main driver for the best economic results. By controlling this, SalMar have an interest to maintain their 

position as the most cost-effective salmon producers in the world. They should be “further out on the 

sea and deeper into the market” (Salmar.no)  

3.4 Location and Export  

The Headquarter of SalMar is located at Frøya, Sør- Trøndelag and operates in three areas in Norway. 

The segment of Central Norway is the largest facility with 68 licenses of Atlantic salmon farming, 

divided by the counties Møre & Romsdal, and South – and North Trøndelag. Northern Norway holds 

32 licenses. In addition the company group has substantial harvesting and processing activity at 

InnovaMar on Frøya and Vikenco Aukra. (SalMar, 2014 p. 51-52) 

SalMar exported to over 40 nations in 2014. The largest market is Europe with Poland, UK and 

Lithuanian as the individual markets that generate the most. The second largest market is Asia, with 
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Japan, Vietnam and Israel in the tip. Russia, which earlier was the third largest and alone accounted for 

8% of SalMar´s overall production stopped in August 2014. This came as a result of a ban on imported 

Salmon from Norway. North-America is now the third largest market, with USA and Canada as the 

largest individual markets. (SalMar, 2014 p. 51-52) 

3.5 Management  

The executive management board of SalMar consists of five highly skilled Norwegians, possessing 

experience from the salmon farming industry. The team consist of CEO, Leif Inge Nordhammar, 

Finance director Trond Tuvstein, Executive director framing, Olav-Andreas Ervik, director of 

quality/HR -  Eva Haugen, executive director of industry and sales – Gustav Witzøe, and director of 

strategy & organization – Tom Aleksandersen. (salmar.no)  

President and CEO – Leif Inge Nordhammer  

From 1996-2011 Nordhammer was the CEO in SalMar, and after three years away, he retook the 

position as CEO in SalMar (e24, 2014). .Nordhammer has experience from several different leadership 

positions, working in the industry since 1985. Some of his earlier employers include Frøya Holding As/ 

Hydro Seafood AS and Sparebank 1 Central- Norway. His educations started in the Norwegian Army 

and ended with a business degree from Trondheim Business School and the University of Trondheim. 

3.6 Financial development and ownership structure 

 

As we can detect from figure 12, SalMar have had an exponential growth since 2007, and in 2013 the 

net earnings had nearly quadrupled. Related to the graph, there is a close relationship between revenue 
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and acquisitions of licenses. However, the enormous increase in revenue in 2013 occurred without any 

new licenses. The main explanation is the soaring price of salmon that particular year. In 2011 and 

2012 SalMar experienced a fall in net earnings, despite the increase in revenue. This can be explained 

by not optimal salmon prices, salmon escape from facilities, and problems related to salmon diseases. 

(SalMar, 2012 p. 6) 

   

SalMar’s ownership structure 

The founder of SalMar’s Witzøe owns 91, 8 % of Kverna, which controls 53, 4 % of the company 

shares. Witzøe is as mentioned executive director of industry and sales, in addition he represents a 

position in the board of directors. 

Table 1: Ten largest shareholders 

Name Inventory  % 

KVERVA AS 60.500.000 53,4% 

FOLKETRYGDEFONDET 8.324.725 7,3% 

STATE STREET BANK AND TRSUT CO 3.335.179 2,9% 

J.P MORGAN CHASE BANK N.A. LONDON 2.758.075 2,4% 

LIN AS 2.005.200 1,8% 

THE BANK OF NEW YORK MELLON 1.199.063 1,1% 

SALMAR ASA 1.180.081 1,0% 

CLEARSTREAM BANKING S.A. 1.074.336 0,9% 

PARETO AKSJE NORGE 1.047.794 0,9% 

JP MORGAN BANK LUXENBURG S.A 976.509 0,9% 

Total 10 biggest 82.400.962 72,7% 

Others 30.899.037 27,3% 

Total shares 113.299.999 100% 

Source: Salmar.no/Compiled by authors     
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4.0 Strategic Analysis 

In this subsection we are conducting a strategic analysis as a tool to asses if the business is profitable 

and if the company possesses resources the industry do not have. In a competitive market such as the 

salmon farming industry, it is pivotal that the management do the correct strategic decisions in order to 

create an advantage relative to the competitors. Such an advantage will create an economic value added 

as the return on the invested capital is higher than the weighted average cost of capital (Petersen, 

Plenborg 2012, p 97). In order to assess the industry profitability and SalMar’s competitive advantage, 

we have divided the analysis in two parts. The first part is an external analysis which will provide the 

reader with an in-depth understanding of the external environment of the industry. The second part is 

an internal analysis where SalMar’s internal resources are analyzed with the purpose of determining if 

the company has a competitive advantage. The strategic analysis structure is presented in the figure 

below:  

Figure 14 

 

 Source: Compiled by authors 
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4.1 External Analysis 

The salmon farming industry is affected by several external factors that impact the industry 

performance. This part of the strategic analysis will contain a PESTEL analysis that assesses which 

macro factors that impact the supply and demand of salmon. Following, Porters five forces model is 

used to identify if the industry is advantageous compared to other industries.  

4.1.1 PESTEL 

The PESTEL analysis is a framework used to identify and assess external macro factors that impact the 

salmon farming industry. The analysis will form the foundation to the future outlook for supply and 

demand for Norwegian Salmon, in addition to SalMar’s opportunity and threats. The PESTEL- analysis 

is structured in the following way. 

 

Figure 15 

 

4.1.1.1 Political 

Each salmon producing country must regulate the industry in order to govern the environment and 

protect the coastlines. In the following we will provide information about the political factors affecting 

the demand and supply of salmon, with a main focus on Norway.  
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Licenses  

The Norwegian Government has a significant influence of controlling the total supply of salmon in 

Norway, as they have the power to decide who will get new licenses. Licenses are a prerequisite in 

order to operate a salmon farming facility, and do constrain the maximum production for both each 

company and the whole industry (Industry Handbook 2015, p 55). In Norway, new licenses are given 

by the Norwegian Ministry of Trade, Industry and Fisheries, but granted licenses can be traded between 

the different firms in the industry.   

As illustrated in figure 16, there has been a slightly increase in number of licenses for salmon in 

Norway the last twenty years. Since 1982, 

granting of new licenses has occurred in 

limited years, where the latest license 

allocation happened in 2014. The 

government has historically prioritized 

the smaller farming companies in the 

selection process, with the argument to 

maintain a diversified ownership structure 

in the industry (Directorate of fisheries, 

2008).  However, since the licenses allocation in 2009, 16 of the 60 licenses have shifted owners, from 

small to big companies. (NOFIMA 2014a, p 1) 

Since large companies not are prioritized 

in the selection process, merger and 

acquisition has been a huge element in 

their growth strategies. If this 

development continues, it might be a 

scenario where there is only 2-3 big 

salmon farming companies left in Norway 

in 10 years. To stop this, the government 

might restrict the possibility for the larger 
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companies to buy licenses from small companies, which will affect their growth possibilities.  

Each license has a limitation regarding the production volume, and is regulated as “maximum allowed 

biomass”. MAB defines the maximum volume of fish a company can hold at sea, and are set at 780 

tons in general. The only exception is in Troms and Finmark where the limit is 945 tons (Industry 

Handbook 2015, p 56). 

By comparing the maximum allowed biomass with the actual biomass we observe two things. First, the 

capacity utilization has improved dramatically since 2005. Second, the production is close the limit. 

Figure 17 implies that the politicians have an important role to help develop further growth in the 

industry. 

20. March 2015 the Government issued a white paper on aquaculture, where it stated that they would 

facilitate a predictable growth in salmon the salmon farming industry (White paper 2015). The main 

objective was to discuss how Norway could increase value creation based on predictable, sustainable 

growth and better environmental adaption in the industry. The paper reports several key points, with an 

environment focus: 

 Production capacity should increase in areas with small impact on environment, while capacity 

with unacceptable impact should be reduced.  

 The production capacity should be adjusted with six percentages every second year 

 Growth can be adjusted by granting new licenses, and/or increasing MAB limit on existing 

licenses.  

 Licenses selection process should be based on auctions. 

 Allowing the government to withdraw licenses if unsatisfactory environmental focus. 

Trade barriers 

Historically, Norwegian salmon export has been exposed by different trade restriction. This subsection 

will provide the reader with a basic overview of the most important trade barriers between Norway and 

their respectively markets. 
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US 

In 1991 the US introduced a 24% trade tariff on Norwegian Salmon in order to counteract what 

Americans meant was Norwegian dumping and subsidy of the salmon farming industry (DN, 2012). As 

a consequence, there were no Norwegian salmon in the US from 1991 to 2012, before they decided to 

revoke the tax.  

EU 

EU is another market where the Norwegian industry was met by antidumping accusations, respectively 

by Irish and Scottish salmon farmers. This resulted in antidumping measures in form of minimum 

prices. This lasted from 1989 to 2008 where EU decided that Norwegian salmon should be a subject of 

normal taxation. (NOU, p 678) 

China 

When Liu Xiaobo was awarded the Nobel peace prize in 2010, China reacted with a boycott of 

Norwegian salmon. However, people in fish trade have found methods to get around the sanction by 

bringing the salmon in from other countries. According to Xianwen Chen`s doctoral dissertation, this 

have led to an increase in market share for Norwegian salmon in China since the boycott. (Science 

Nordic, 2015) 

Russia 

In March 2014 EU imposed sanctions against Russia over the crisis in Ukraine.  Russia responded with 

an import ban of food product from EU, the US, Australia and Norway. As Russia is one of the main 

markets for Norwegian Salmon, the industry lost a big customer. The export value of salmon was NOK 

2.7 billion in 2014 before the ban started in august 2014.  (Norwegian seafood council, 2015) 

These examples show how vulnerable the salmon farming industry is to trade restrictions. The 

importance of quickly finding alternative markets to export the salmon when big import nations stop or 

restrict the import is critical. Norwegian foreign policy play an important role in protecting the salmon 

farming industry`s interest. Based on the government goal of becoming the number one seafood 

country in the world, we are confident that the politicians do the necessary actions.   
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4.1.1.2 Economic Factors 

In this section we will describe the main economic factors that are affecting both direct and indirectly 

the supply and demand for Atlantic salmon. 

GDP 

One of the main drivers of salmon demand is the export market growth in GDP. An increase in GDP 

suggests a higher welfare and purchasing power, which will impact how much salmon being imported 

in the market. GDP development will affect all kind of export businesses, but the impact is bigger on 

relative expensive commodities such as seafood. 

Table 2a 

 

Table 2 shows International Monetary Fund´s (IMF) forecasted GDP growth in the main markets for 

Atlantic salmon. The increase in growth rate in Latin America suggest possibilities for Chilean salmon 

farmers, while the rather low but stable growth rate in EU might imply small growth opportunities for 

Norwegian producers. However, when analyzing the largest export countries within Europe, the result 

is more satisfactory. Poland, France, UK and Denmark which accounted for more than 50% of the total 

export value in EU for 2015 have a better future outlook (Norwegian seafood council, 2016b). 

Table 2b 

 

Country 2013 2014 2015 2016 2017 2018 2019 2020

Poland 1,728 3,444 3,528 3,503 3,584 3,559 3,568 3,595

France 0,656 0,18 1,16 1,46 1,648 1,737 1,856 1,855

United Kingdom 1,665 2,993 2,517 2,234 2,214 2,24 2,15 2,116

Denmark -0,487 1,084 1,585 1,959 2,081 2,182 2,188 2,227

  2013 2014 2015 2016 2017 2018 2019 2020 

European Union 0,248 1,456 1,887 1,947 1,966 1,892 1,88 1,861 

United States 1,489 2,428 2,568 2,839 2,797 2,684 2,224 1,959 

Latin America and the Caribbean 2,928 1,31 -0,253 0,77 2,305 2,51 2,659 2,756 

China 7,685 7,3 6,813 6,3 6 6,1 6,333 6,333 

Japan 1,588 -0,101 0,591 1,005 0,445 0,664 0,914 0,716 

Russia 1,3 0,6 -3,825 -0,627 1 1,5 1,5 1,5 

Norway 0,742 2,209 0,871 1,262 1,624 1,912 2,016 2,032 

Source: Compiled by authors  

Source: Compiled by authors  
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Foreign Exchange rate 

Salmon farming is highly inflcuenced by foreign exchange rates as it is an exporting industry. The 

majority of SalMars’s costsare stated in NOK while the revenue is setteled in the exported currency. 

The key exchange rates for the Norwegian industry is JPY,GBP,EUR and USD.  

 

Figure 18 show that the NOK have depreciated relative to all the key currencies in the last years. This 

has a positive effect for the Norwegian salmon players, as the salmon is relativly cheaper for the 

exporting countries. In other words, the demand for Norwegian salmon increase with a depreciation of 

norwegian kroners, which again increase the price for Norwegian salmon.  

Further, as the Chilean Salmon industry is the biggest competator to the Norwegain, the Chilian Pesos 

development is of high intrest. Since 2012, the currency have a similair development against the key 

exchange rates as the NOK (Appendix 2). This impact suggest that the benefit Norwegian exporters 

gain from a depreciation of NOK is slighty off balanced from the same depreciation of the Chilan 

Pesos. The overall supply for salmon increases, but the norwegian players have not taken market share 

from Chile. 

The industry is also exposed to an direct exhange rate risk, which occurs from  future transactions, 

liabilities and investments in currencies different from the domestic currencies (Salmar, 2014)  In order 

to reduce the risk, companies use hedging strategies that involves buying and selling currencyforwards. 

When the exhange rate changes, the market value for the forward contract changes. Salmar made a 

sensitvity analysis, which stated that a 10% depreciation of the norwegain kroner will result in a 

increase in the Earnings After tax of 163 978 NOK, all other things being equal. 
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Interest rate: 

In the following we will explain how interest rate fluctuation affects the Salmon Farming Company’s 

performance both direct and indirect.  

Direct effect 

The salmon farming industry is a capital intensive industry with a high debt ratio. A small change in 

the interest rate would therefore cause a large change in the financial expenses.  

Indirect effect 

1) Economic theory states that the foreign exchange rates depend on the difference between each 

countries market interest rate. A decrease in Norwegian interest rate would, all other things 

being equal, lead to a depreciation of NOK (Synnestvedt 2014, p 70). The impact on change in 

foreign exchange rate is described in previous part. 

2) According to economic theory, consumption of goods is influenced by interest rates. If the 

interest rate decreases, the user price will decrease on consumer goods, as the loan cost are 

reduced. The incentive for saving will also decline, which suggest that the demand for 

consumer goods will increase. Empirical have studies have shown that consume increase when 

the interest rate decline (Synnestvedt, p 80). Hence, decrease in interest rate would all other 

things being equal lead to higher demand for salmon.  

 

The Norwegian interest rate is currently at a record 

low 0.25%. The chart shows the projected key 

policy rate, and suggests that the interest will 

continue to be low for several years to come. As 

described above, this is very positive for the salmon 

farming companies. Norges Bank`s target of monetary policy is a price inflation of close to 2, 5 % over 

time. However, as Norway is oil dependent, the oil price is a major factor when determining the policy 

rate. Next, we will conduct an analysis of the oil price impact of the salmon industry. 

Figure 19 

Source: Norges Bank 
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Oil Price: 

The development of the oil price is of high importance for the Norwegian Economy. In 2013 the oil 

industry accounted for 23% of GDP in Norway. Norway gets a significant amount of the industry’s 

profit in form of taxation, direct ownership (Petoro) and dividends from stocks in Statoil (Eika 2014). 

Hence, a change in the oil price does affect the demand for services in the petroleum industry, which 

have an impact on the overall Norwegian Economy. According to Q. Farooq Akram, there is a negative 

relationship between oil prices and the value of the Norwegian exchange rate (AKRAM, 2002). This 

hypothesis is also supported by the chart below, which shows the relationship between oil price return 

and the return between an average of EUR, GBP, JBY and USD. The intuition is as followed: 

Decrease in Oil Price Decrease in Norwegian GDP Decrease in expected interest rate Decrease in NOK 

 

The oil price has since the downfall in 

summer 2014 dropped from over 100 

dollars a barrel to just above 30 in 

February 2016. This is a main factor to 

why the NOK have depreciated the past 

years, and made the Norwegian salmon 

more attractive.  

This oil price relation to exchange rates 

does also apply for other oil dependent countries such as Brazil and Russia. This implies that a future 

oil price increase will affect the Norwegian salmon industry in two offsetting ways (E24 2016a). 

1. Increase in oil price  Increase in NOK  Decrease in demand for Norwegian salmon 

2. Increase in oil Price Increase in Brazil and Russia Economy Increased demand for salmon 

(both from currency increase and improved economy). 

The first effect is stronger than the second effect. Hence, the overall Norwegian salmon industry 

benefits most from a low oil price. 
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Feed Raw Material: 

Salmon feed is a key cost driver in the industry. The prices for the feed raw material have therefore a 

huge impact on the overall cost structure for salmon production. Historically, the two main ingredients 

of salmon feed have been fish meal and fish oil (Nofima 2014b, p 1). The salmon industries have been 

highly criticized for the use of these ingredients because they are made of consumption fish. 

Consequently, fish oil and fish meal has been reduced accordingly and replaced by agricultural 

commodities such as soy, wheat and rape seed oil (Industry Handbook 2015, p 44). In 2013 were 70% 

of the of plant origin, while the remaining 30% were of marine origin. 

 

Figure 21 shows that most of the traditional commodities have increased the last years. Having become 

less dependent of marine input, the overall cost to feed raw material have increased less than the figure 

might indicate. According to a report by EWOS the demand will continue to be higher than the supply 

for fish oil and fish meal. However, the industry are highly focused to reduce the marine content, 

suggestion a lower fish feed material price in the future (EWOS, 2015a). 

The feed cost are also impacted by others factors than the raw materials.  

 A decrease in NOK results in higher price for raw material in Norwegian kroners.  

 Increased use of “functional feed”, and medicine food.  These types of feed are 10-20% and two 

times more expensive than standard feed. Both types of feed are used in order to fight the lice 

problem the industry is facing (A in depth description of the issue are described in 4.1.1.5). 
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Salmon Price 

Gutted salmon is a fresh product with short durability, with a maximum of 20 days. Since the 

production process is time consuming, it is difficult to control the supply to the market in relation to the 

demand. Hence, the market determines the salmon price and does influence the profitability of the 

industry. 

Yearly growth in demand has been 11% the last ten years which is higher than the supply in the same 

period, resulting in higher salmon prices. The demand increases because the industry finds new 

potential geographical markets, and because salmon is now offered in several new product forms 

(Guttormsen, 2013). 

 

Factors affecting salmon price according to Salmon industry handbook: 

 Supply 

 Demand 

 Globalization 

 Flexibility of market channels 

 Quality 

 Disease outbreaks 

 Feed cost 

Our strategic analysis will directly and indirectly touch upon each factor, and will be used as a 

foundation when forecasting the salmon price.  
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4.1.1.3 Sociocultural factors 

The demand for food will never vanish as is it a necessity good. However, the culinary world is 

constantly moving, and new food trends are developed. This section will describe these factors in 

addition to comment on the impact on the future population growth, and environmental focus. 

Population Growth 

According to the United Nations World population prospects, the world population is expected to 

increase from 7,349 billion in 2015, to 8,501 in 2030 (UN 2015, p 1). With a population growth with 

over 1 billion, the need for food is expected to increase. Specialists have calculated that the food 

production must increase by 50 to 100 percent to support this growing and changing population (Agree 

2012, p 2). These numbers suggest that there is a need of growth in the salmon farming industry in the 

future.  

Environmental focus 

Population concern on global warming 

The world population has been highly exposed to the climate change debate recently, resulting in 

higher awareness of the environmental issues the world is facing. Documentaries such as “Cowspiracy” 

are trying to enlighten people to the environmental damages the animal agriculture causes, which 

impact many viewers to reduce their meat consumption. However, as salmon have the most climate 

friendly production, we believe that the focus on climate is beneficial for the salmon industry (Industry 

Handbook 2015, p 15). 

Lice  

The increased numbers of farming sites have also increased the numbers of sea lice in the ocean. Even 

though the farmed salmon have a low number of average lice, this causes an infection pressure on the 

wild salmon (reddvillaksen.no). When the customers are enlightened with this fact, this damage the 

reputation of the farmed salmon, as the production impose a threat to the natural wild salmon.  
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Escaped fish  

The wild salmon condition has been decreasing the last decade. In order to stop this development, and 

improve the wild salmon stocks, we need to reduce the anthropogenic threat. One of the biggest 

concerns is the escaped fish from farmed sites. A report from 2015 concludes that escaped farmed 

salmon is the reason for why 4/5 of the wild salmon stocks are in bad condition (VLA 2015). The 

industry has a challenge to solve the problems with both escaped salmon and sea lice problem, as it 

reduces their reputation. This might lead to a lower demand for farmed salmon, as costumers feel they 

contribute to environmental damage .An analysis of both these factors will be provided in part 4.1.1.5. 

ASC certification 

The Aquaculture Stewardship Council (ASC) was founded in 2010, after initiative from WWE. Fish 

with an ASC quality mark comes from farms that respect the environment (ASC, 2016). The Villa 

Artic Jarfjord farm in Norway was the first salmon farmed to be credited with an ASC certification, in 

2014. A few years later, several other sites have been credited, and marked product is available in 

stores. This helps the customers to choose the product that do not cause any environmental damage. As 

a result, it might become a requirement from the customers and consumers in the future. A recent 

example is IKEA, which committed to only sell ACR marked salmon in their stores (iLaks, 2014). 

Health awareness 

Salmon is one of the healthies protein sources in the world, with a high content of omega-3 and vitamin 

D. In 2013 the Norwegian Directorate of Health advised the population to eat fish minimum two-three 

times a week. As the world’s population is getting more concerned about training and healthy diets, the 

consumption of salmon is expected to grow in the future.  However, some scientists advise to limit the 

farmed salmon consumption to a couple of times a week, because of alleged environmental 

contaminants. Due to the inconsistent in the different dietary advisories, some customers might be 

reluctant to introduce farmed salmon in the diet.  Regardless, farmed salmon is a more healthy protein 

alternative than beef, pork and chicken, which is associated with expected growth in future demand. 
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Antibiotics 

A huge issue for the overall food production is the use of antibiotics. A severe use of antibiotics 

increases the probability of bacterial resistance. This might cause unfortunate problems regarding 

treatment of infections. For that reasons, many people are not eating food that include antibiotics. In the 

period between 1980 and 1990, the use of antibiotics in the industry was extensively. A survey from a 

Norwegian university concluded in 2014, that the participants said it is too much antibiotics in the 

salmon (DN, 2015). This shows the severe concern by the potential customers, which decide not to 

include farmed salmon in their diet. However, a recent study has revealed Norwegian salmon 

production is antibiotic free (NRK, 2016).This gives the Norwegian salmon a competitive advantage 

compared to Chilean salmon. The main objective is to address these findings to the population who still 

believe that the use of antibiotics is at a too high level.  

Product Innovation and food trends 

There have been introduced several new products to the market in the recent years. Product innovation 

such as salmon carpaccio and salmon burgers has made it easier for the customers to eat salmon. As the 

world population is getting more focused on making food, and exploring the culinary world, it is 

important to have a broad variety of product. I addition, with the introduction of salmon ready meals, 

there are alternatives for every customer segment.  

The industry must continue to assess the trend in customer’s preferences to increase further growth in 

demand. A recent example is sushi, which was regarded as an exclusive product a long time before 

suddenly “everyone” wanted it (Fish.no). To meet the demand, several companies (Including SalMar) 

introduced a fresh salmon loin, ready to eat raw. 

We believe there still is a huge potential in creating new exiting product to increase salmon demand, 

and with the new raw fish trends such as the Hawaiian dish Poke, and the Peruvian dish Ceviche, we 

are confident that the industry will benefit from these food trends.  

 

 

 Hawaiian Salmon Poke        Japanese Salmon Maki          Peruvian Salmon Ceviche 
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4.1.1.4 Technological Factors 

The exceptional growth in salmon aquacultures the last thirty years have been highly driven by 

innovation of genetics, fish feed, feed equipment, vaccines information technology and pens. Examples 

of innovation in salmon farming industry are shown in Appendix 3. These innovations have contributed 

to increased growth rate for salmon, higher product quality, lower production costs and lower mortality 

(Asche 2011, p 122). The industry is now facing a problem with shortage of space. There are fewer 

coastlines available for aquaculture, resulting in lower production growth. In order to grow in the 

future, the industry must focus more on development on technology (Lie 2013). 

The industry is facing significant challenges that require innovation in order to grow. Here do we 

provide a list that Asche describes as the most critical: 

 Dependence on marine feed resources 

 Effects on wild salmon trough lice and farmed salmon escape 

 Different fish diseases that contribute to high mortality  

 Stagnation in production cost 

 Product development that can give increased demand in “new” and “old” markets.  

Because it requires heavy and risky investments in R&D to solve some of these challenges, many 

private companies does not have economic incentives to invest sufficiently in R&D. Therefore, the 

government plays an important role in order to finance the necessary R&D infrastructure.  

The Government must also allow the industry to develop a company structure that makes it more 

attractive in the labor market. The firms must be able to recruit more talents and be better able to 

finance, lead and conduct R&D.  

Because Norway has a clear vision of be the leading seafood nation, we are confident that the 

Norwegian Government does the required action to facilitate the technological development in the 

future.  
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Land based aquaculture 

Land based aquaculture is a possibility to eliminate the sea lice problem, and ensure no fish escapes. 

This is also a possible technology that will help the shortage of supply, as land based farming sites are 

not a subjects of space limitation.  

The salmon is farmed in big water tanks on land, compared to traditional farms where the salmon are 

put in pens in the ocean (Sysla, 2016). The land based production has been tried in Norway earlier 

without commercial success (White Paper 2015. p 73). The opponents argue that the profitability is 

significant lower than in sea farms. However, with the right technology improvements and further 

research on the areas, land based farming might be the future for the industry. 

Several countries have already built land based production facilities, such as Denmark, USA, Canada 

and China. The huge breakthrough in terms of production cost is still to come. The Norwegian 

government has opened to facilitate the use of land based aquaculture, by lowering the cost of the 

license to produce on land. However, many players in the Norwegian salmon farming industry have 

stated they are against the land based focus, as they will not contribute to potentially make it as 

profitable as producing in seas. If that happens, they fear Norway will lose their advantage, as it is 

possible to produce salmon closer to the market. Hence, the production will be moved from Norwegian 

Sea, to land outside Norway (E24, 2015). 

R&D projects 

The Norwegian government promotes development of new technology. They have established R&D 

licenses that companies can apply, and will last for 15 years. Since the establishment the directors of 

fisheries have received 16 applications, including SalMar’s “Ocean Farm” which is described further in 

section 4.2.2.1 (iLaks, 2016). 

4.1.1.5 Environmental Factors 

Lice 

Salmon lice are the most common parasite on salmon, and live in every ocean in the northern 

hemisphere. Lice inflict fish wounds that can cause infections and problems with the salt balance 
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(Lusedata 2015). Salmon lice have increased in numbers after the growth of salmon farming, and are 

categorized as the number one challenge for the industry. In 2015 it cost the industry approximately 

five billion Norwegian kroner, and that does not include the indirect cost of bad reputation (NRK, 

2015). 

The Government have imposed regulation in order to control the lice problem, where the maximum 

allowed number of lice is 0, 5 in average per fish in the farm (Lovdata 2012).  However, the lice have 

developed a resistance against the most common treatments. In fact, the use of hydrogen peroxide has 

led to several death incidents in the pens.  In combination to lack of alternative means, this is a major 

reason to concern. The Norwegian Minister of Fisheries addressed this issue in February 2016, where 

he stated that the industry would not 

be allowed to grow unless they 

solve the lice problem. 

Escaped fish 

Escaped salmon from farms is a 

problem for the industry, because 

the farmed salmon affect the wild 

salmon in the rivers. This might 

impact the genetics of the salmon, 

making them less adaptable to its environment (Havforkningsinstitutet 2015). The overall industry goal 

is to have zero escapes each year. It has been a positive development in the last ten years, but still the 

level of escaped fish is not satisfying. 

Diseases 

Disease outbreaks are a risk factor in every meat production, including fish (FHL 2009, p 1). Since 

1990 the production of Atlantic salmon has increased with more than 500%, while the number of 

observed contagious diseases has decreased by 25%.   

However, there are several outbreaks in the last decades that have been of high influence for the global 

industry. The most recent example is Chile, which faced a crisis in the period 2007-09. The Chilean 

industry was competing with Norwegian Farms to be the dominant player with a yearly production of 
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Figure 23: Escaped salmon (2001-2015) 
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400 000 tons. But in 2007, the ILA epidemic faced the country, and did almost kill the industry. The 

estimated loss is 10 billion NOK, when the production plummeted to 60 000 tones (Wehus 2014). 

ILA 

Infectious Salmon Anemia is a virus disease that is most likely related to influenza. The virus is highly 

contagious and might lead to loss of salmon stock of 90% (Mattilsynet 2015).  

PD 

Pancreas disease is one of the most serious diseases in the industry. It causes the salmon to stop eating, 

and no medicaments are working. There are approved a vaccine, but it has limited effect.  

Weather phenomenon  

El Nino is a global weather phenomenon that occurs in the Pacific Ocean. The outbreak changes the 

temperature in the ocean, resulting in a worsen condition for the fish in the area. Because the oil from 

the fish is used in the production of feed, the price for feed tends to increase after an El Nino outbreak 

(Ewos, 2015b). 

Figure 24 summaries the impact the environmental factors have on the Norwegian salmon industry. 

Certain regions in Norway are more exposed to others in term of the lice problems and escaped fish. 

However, due to lack of data, it is not possible to calculate the probability of disease outbreaks in the 

future 

 

.  
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4.1.1.6 Legal Factors 

Norwegian Law 

Norwegian salmon farming companies are subject to several different regulations. The most important 

law for seafood farming is The Aquaculture Act (17 June 2005). This act does describe the condition 

for getting a license, environmental considerations, and space utilization. As described in part 4.1.1.1, a 

license is a permission to conduct farming operations, and can only be provided with approval by the 

Country Governor, Food Safety Authority and the coastal administration. The Food Safety Act (19 

December 2003) is a law regulating food production and food safety, and are together with the 

Aquaculture Act considered to be the most important law. 

International Law 

EU 

The largest export market for Norwegian fish is EU, and we are therefore providing the tariff that 

applies for Norwegian products to EU.  

The trade on fish between EU and Norway are regulated by several agreements. The Norwegian 

seafood council has gathered the most important tariffs in report, making the complex system available 

for the public. The level of the tariffs is dependent on extent of processing. The tariff is 2% for whole 

fresh salmon, while smoked salmon is 13% (Norwegian seafood council, 2014). The reason for this is 

that EU is to protect the processing industry.  

Chile 

In Chile the licensing is based on two authorizations (Industry Handbook 2015, p 61).  The first 

authorization regulates the facility and technical requirements, while the second is a permission to 

operate in specific geographical areas and species.  

Scotland 

Permission from three institutions is required prior to setting up a salmon farming facility in Scotland 

(Industry handbook 2015, p 62). The MAB for various sites varies between 100 tons to 2500 tons as it 

is determined on environmental factors.  
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4.1.1.6 Summary PESTEL 

SalMar is involved in an industry that is highly influenced by political changes. The recent issued white 

paper suggests a moderate production growth rate, with focus on environmental issues. The industry 

must solve the lice problem in order to grow, and therefore have the players invested highly in research 

and development. The demand is impacted by several different economic factors such as GDB and 

currency rate, but the main driver is the good quality of Norwegian salmon with the rise of product 

innovation the latest years. We believe the world population will continue to be focused on the 

environmental damages the meat industry is responsible for in terms of green gas emission, and 

therefore will more consumers demand salmon. In addition is the health aspect in favor for consuming 

more fish. Table 3 below summaries the PESTEL analysis as it describes how the different factors 

impact the demand or supply of salmon. 

Table 3 

Demand Supply 

Trade barriers Government license issuing 

Market GDP development Feed raw material 

Foreign Exchange rate Technology investments 

Interest rate changes Lice 

Oil price Salmon Escape 

Population Growth Disease 

Increased Environmental focus 
 

Health awareness 
 

Product innovation 
 Source: Compiled by authors 

4.1.2 Porters Five forces 

In this section we will address the level of competition in the industry through five different sources of 

competitive pressure (Jordan & Grant 2012, p 61). After looking at how the external factors in the 

market will influence the industry, Porter´s analytics is expedient to gain a better understanding of any 

industry advantage. Rivalry between established competitors, and treats from entrants have direct 

impact on the competitions, and also the potential of the profitability. The bargaining power with 
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customers and suppliers affect the actual profitability. In the end of this section we will sum up the 

most important factors regarding the profitability. 

4.1.2.1 Threats of substitutes  

A substitute is a product that consumers perceive as similar and do perform the same function as 

another product. The threat of substitutes is dependent on price and quality, while the price sensitivity 

depends on the absence or existence of close substitutes (Jordan & Grant 2012, p 61). The threat of 

substitutes can be reduced through high switching cost for customers and product differentiation.  

Atlantic salmon has gained a strong position in the market of perishables. Much due to the complex and 

unique composition of nutrients in salmon makes the threat of substitutes manageable on a naturally 

low level (Industry Handbook 2015, p 13). Substitutes for salmon might either be other types of fish 

like mackerel, saithe, herring and cod, or other products that are rich on proteins like chicken, beef or 

pork. Alternative protein substitutes are plant proteins, such as soya concentrates and sunflower meal. 

(Industry Handbook 2015, p 80). Mackerel and Herring has a higher omega 3 content and is isolated 

that is a threat (NIFES, 2016). However the direct threat will naturally limit itself in the absence of 

farming such species, and limitations of catch. Cod has also limitations when it comes to farming. Cod 

larvae has complex demand concerning nutrition, and the consequences of flaws in feeding can be birth 

defects and abnormal developments (NIFES, 2016)  

 

The population´s overall preference on salmon combined with the relative price development between 

commodities will be the main factor behind whether or not consumers buy salmon compared to 
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substitute products. Figure 25 and 26 show the relative price development for salmon and substitutes 

with high content of protein. Salmon has become slightly cheaper in general the last ten years, and 

chicken has more than triples since 1980.  

Historically, the price of salmon has been higher than chicken, beef and pork. The largest gap is 

between chicken and salmon, and can be explained by higher productions costs of salmon than chicken. 

Based on the identified high content of healthy nutrition’s, and a falling trend on price compared to 

other protein rich products we consider the threat of substitutes at low to moderate. If the gap in prices 

between products increases in the future, the level of threat will be more noticeable as we might see a 

reduction in demand. 

 

4.1.2.2 The threat of new entrants  

At first glance the threat would intuitively be considered high, because of the latest years of positive 

trend, low oil price, high salmon price, and high ROE. However, to evaluate and conclude the threat of 

new entrants it is important to look at the complexity and barriers to establish a new company in the 

industry.  

The salmon farming industry is capital intensive with huge investments expenses. First, it requires 

licenses to conduct business, where the government controls the allocation of them (cf. section 4.1.1.1). 

Each license has a maximum production, and has a second hand market price on 160-240 MNOK 

(Industry Handbook 2015, p 49). The price can be explained by the low amount of new licenses issued 
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by the government, resulting in an increased demand. According to figure 27 is has been issued only 

issued 89 licenses between 2004 and 2014. 

 

It is clear that this is a quite low number of new licenses in an attractive market, and that the ministry of 

fisheries controlling for a sustainable development of the industry. Further, new entrants must invest in 

production equipment which has a price assumption of 30-35 MNOK. In addition, the production of 

Atlantic salmon is a long term planning process and payback time for an investment with numbers 

stated above is nine years (Industry Handbook 2015, p 49). 

The Economy of scale is often highly correlated with barriers to entry. The production costs are 

essential in this industry. As illustrated in figure 28 there are not any clear differences in production 

cost for small, medium or large companies. Small companies is defined as companies that have 1-9 

licenses, medium has 10-19 licenses, and large have 20 or more licenses. Despite minimal differences 

in the production cost it might still exists economies of scale. E.g. large companies have fully 

integrated value chains and can achieve better prices.  
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On the basis of the restrictive grant of licenses, legal issues, and high investment cost and capital 

intensity, we can conclude with a low threat of new entrants 

4.1.2.3 Rivalry between established competitors 

Internal rivalry within the industry is essential to discover to determine whether or not the industry is 

profitable. Intensive competitions between companies will directly affect the prices, and a put a 

downward pressure on the margins. As a result of this the industry will become a less attractive 

industry to be present in.  

Concentration and balance between competitors   

The amount of competitors is considerable with a few that dominates the market. The Salmon farming 

industry in Norway has during the past decade been through a period of consolidation in all regions. In 

1997 the industry in Norway consisted of almost 70 numbers of players. Today it is only 23. This 

consolidation is expected to decrease, due to the priorities of the Norwegian government to decentralize 

the structure and local ownership. This result in a high fragmentation compared to e.g. Chile (Industry 

Handbook 2015, p 28).  

Globally there are a lot of companies in the farming industry, but not many of them are of considerable 

size. As shown in Table 4 below, companies like Marine Harvest, Salmar, Lerøy Seafood, and Cermaq 

is classified as top companies where several also are represented in foreign countries.   
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Marine Harvest accounts for almost 25% of the production of Atlantic salmon and is the largest 

producer in Norway, UK and Chile. This is a reason why it is difficult to coordinate price levels and 

other competitive moves between the different companies.  

Diversification and switching costs 

The industry is mainly concerned about cost efficiency. Due to the fact that salmon is a commodity, 

diversification has little or none effect on the industry. The different industry players offer relatively 

similar products. This implies that the willingness to switch between the different firms to get the best 

price is high (Jordan & Grant 2012, p 67).  

It do exist examples of diversified products like Salma – salmon (Salmon Brands), high quality 

products with a good brand. However, the low scale of sales of these products compared to farmed 

salmon is too low to affect the price. We therefore conclude with low diversification and switching 

costs. 

Economies of scale 

The Farming industry has lately experience higher focus on environment and efficiency in processes 

through R&D. The result is faster innovation, especially at the major firms like Marine Harvest who 

might have found a revolutionary technology solution, making them more efficient, and gives greater 

control of diseases and escaped salmon (E24, 2016b). Larger companies have the resources to invest 

more heavily in R&D which lead to technology which might lead superior economic of scale compared 

to smaller companies. Another aspect is that the major players buy the smaller companies, which 

prevent them to grow. Earlier we stated that it do not exist any economies of scale linked to production 

costs. However, it might still exist economies of scale further into the value chain by having integrated 

logistics systems. In addition, the major players have contracts based on base price which provides 

them with regular income.  

Global Competition  

Norway produces 58% of the total amount of Atlantic salmon. Due to the fact that most of the salmon 

are exported globally, the industry in Norway is facing global competition. The production of Atlantic 
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salmon requires a set of climate conditions which limits this competition to a few countries in the 

world. Chile stands for 28% of the total produced Atlantic salmon, and are the largest competitor to the 

Norwegian industry. In relation to Norway, Chile has increased proportionally more since last year. 

However, Chile has a competitive disadvantage relative to Norway what concerns distances to the other 

central markets in Europe, USA and Japan. Further the annual supply is expected to diminish. The 

reason behind this trend is that the industry has reached a production level where the biological 

boundaries are pushed. To continue an increase in production the industry needs to discover ways to 

reduce the industry’s biological aftermath (Industry Handbook 2015, p 18). The Chilean industry is an 

example of countries that have had a faster growth then the conditions have endured. The reason can be 

explained by to slow progress in technology innovation, and development of pharmaceutical products.  

Exit barriers 

The farming industry experiences a high demand, and is profitable. With healthy prospects to the 

companies in the industry, the enthusiasm to enter the market or expand is big. The result of this is 

relative low exit barriers.  

To sum up we can conclude that the rivalry between existing firm is present, but in a low intensity. The 

main reason for this is the growth in the industry in general. Nevertheless, it will exist a rivalry between 

existing firm through different innovation strategies, and global competition with low cost structure. 

The low diversification in the industry also intensifies the competition. We conclude with an overall 

moderate level of rivalry between established competitors 

4.1.2.4. Bargaining Power of Buyers  

The bargaining power of buyers is affected by two factors; the buyer’s sensitivity to price, and their 

relative bargaining power. The price sensitivity is related to customer’s willingness to renegotiate 

prices, and the relative bargaining power is related to their ability to push prices.  

Buyer’s sensitivity to price  

Atlantic salmon is a commodity and will be affected by the buyer’s sensitivity to prices. As described 

in section 4.1.2.1 the price of salmon is much higher than chicken. The relative price differential is 

likely to affect the demand and consume level between the various products. Further the price on 
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salmon is determined in spot market based on price/demand preferences within the customers in the 

different countries. (Industry Handbook 2015, s 76) 

Buyers bargaining power  

As stated above the market is highly consolidated with a few major players. Combined with the high 

demand of Atlantic salmon, this suggests that most of the customer base does not have particular high 

bargaining power. However, there exist some large customers like Wal-Mart, Carrefour, Tesco and 

other major supermarket chains that will have increased power based on their large quantity contracts. 

This bargaining power is likely to partly offset, when the contracts also implies a stabile supply to the 

distribution channel, and increase the customer switching costs. In addition it is not common for 

supermarket chains to enter such contracts, when they prefer to diversifying procurement from 

suppliers to maintain the competition between them and to secure the supply (Asche 2011, p 39-40) 

Further there are few alternative products that directly is a fully substitute to salmon, except from trout, 

mackerel and herring which have somewhat the same composition of protein and nutrition. Switching 

costs between companies in the industry is in general low, and if the customers consider the products, it 

is easy to change supplier. This strengthens their bargaining power. The huge investments in 

technology and knowledge related to farming of Atlantic salmon, prevent backwards integration in the 

value chain, which decrease the power of bargaining as they are dependent on the farming companies 

to consume or buy Atlantic salmon. 

As a result of the high demand of the product, and few major players in the industry delivering it, but 

with low switching costs, we consider the bargaining power to be low to moderate. In the future the 

bargaining power might increase if the market changes and customers easily can import Atlantic 

salmon to a cheaper price, with the same availability and quality. 

4.1.2.5 Bargaining power of suppliers  

The bargaining power of suppliers depends on the same factors affecting the bargaining power of 

buyers, with the ratio numbers between suppliers and demanders, switching costs, Integration in the 

value chain, and substitutes available.  
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As it emerges from the table 5 “feed” constitutes almost 50% of total costs in the companies in the 

Norwegian region. This gives a clear indicator of the importance of suppliers of fish feed, and the 

intuition is that the bargaining power is high.  

 

During the past 15 years the feeding business has become more consolidated and today the industry 

consist only of three large providers. Skretting, EWOS and Biomar controls 92% of the market and in 

isolation they find themselves in a position that gives them even higher bargaining power, when they 

face little competition. The fish feed is a composite product, consisting of several different ingredients, 

where some are scarce resources. (Skretting, 2016)  

The three major companies provide products 

that slightly differ from each other, but in 

general the feed have limited possibilities to 

differentiate. This makes the switching cost 

between products and companies providing it, 

low. Fish feed companies are dependent on 

continuous delivery to the farming industry in 

order to maintain their business. Taking this 

in consideration their bargaining power is characterized as moderate.  

Feed 12,35

Primary processing 2,62

Smolt 2,28

Salary 1,49

Maintenance 0,89

Well boat 0,98

Depreciation 0,76

Sales & Marketing 0,62

Mortality 0,34

Other 3,34

Total 25,67

Source: Industry Handbook 2015/Compiled by authors

Norway (NOK)

Table 5: Total costs
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Salmon Farming companies have focused on developing vertical integrated systems, with their own 

value chain, operating regardless of external intermediaries (cf. 3.2). Several of the Major players in the 

farming industry are taking control over the feeding process themselves, which increases their 

independence and decreases the need of external supply. (F. Asche & R. Tveterås 2011, p 136). The 

threat of increasing supplier’s position in the value chain is considered as low, when both legal 

restrictions and investment expenditure 

prevent this (cf. 4.1.2.4.). Other suppliers to 

the industry are suppliers of equipment like 

SINTEF, feeding systems, labor and 

pharmaceutical companies. Pharmaceutical 

companies deliver medicine and vaccines to 

prevent lice. In the same way as suppliers of 

fish feed, they are all dependent on the farming industry. From the analysis above we consider the 

overall bargaining power of suppliers moderate to low, due to a situation with few providers, and low 

switching costs between existing suppliers. 

4.1.2.6 Conclusion Porters five forces 

Based on our findings in the different sections of the five forces framework we conclude with a 

competition that is moderate in intensity. Table 6 summarizes the different forces and a total threat. The 

high demand of salmon and high entry barriers provide a unique position. In combination with a high 

salmon price, this suggests a great opportunity to be profitable for the existing industry players. 

However, it exist a rivalry between established competitors and the suppliers has a moderate barging 

power which is important to monitor to obtain the best profitable outcome.  

Table 6 

    Low  Moderate  High 
Threats of substitutes                   X X   
The threat of new entrants  X     
Rivalry between established competitors   X   
Bargaining Power of Buyers                   X X   
Bargaining power of suppliers    X   

Total Threat                  X   

Source: Compiled by authors 
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4.2 Internal Analysis 

The following section will provide the reader with an analysis of the internal resources of SalMar with 

the purpose of determine if the company has any competitive advantages. VRIO has been used as a 

framework in the first subsection, as it is the best model to analyze SalMar’s resources and capabilities. 

Following, a value driver analysis will be provided, where we measure the industry specific success 

criteria’s and compares them to SalMar’s peers. 

4.2.1 VRIO 

The primary tool for performing this internal analysis is called the VRIO framework. The model is 

armed with a resourced based view of the firm, and consists of four questions one must ask to 

determine the competitive potential (Barney 2012, p 86) According to the model a resource must be 

valuable, rare, and hard to imitate and efficiently organized to be categorized as a sustained competitive 

advantage. Table 6 present the analytical questions in the VRIO framework. 

Table 7 VRIO 

Valuable 
Does a resource enable a firm to exploit an environmental 

opportunity and/or neutralize and environmental threat? 

Rare 
Is a resource currently controlled by a small number of competing 

firms? 

Imitability 
Do firms without a resource face a cost disadvantage in obtaining 

or developing it? 

Organization 
Are a firm’s policies and procedures organized to support the 

production of its valuable, rare and costly to imitate resources? 

Source: Compiled by authors 

 

4.2.1.1 InnovaMar 

InnovaMar is one of the world most cost-efficient facilities for harvesting and processing of salmon. 

The facility has high technological standard with a higher rate of automation compared to other 

facilities. Hence, InnovaMar has strengthened its competitiveness with an increase in capacity and 

flexibility (SalMar.no). The harvesting plant was operational in September 2010, while the processing 

plant did gradually start in 2011. The facility has 175 000 m
2 

floor space, which costed NOK 550 
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million, including machines and buildings. The facility have a capacity of approximately 150 000 tons 

of salmon.  

 

Value 

The facility is valuable for SalMar as the increased capacity and production results in possible higher 

markets shares for the company. In addition, InnovaMar contributes to an improved quality of the final 

products, reduce cost and increase the working environment. 

Rare 

The facility is not only the markets most innovative and cost efficient facility for Salmon, but also one 

of the biggest in the market. Because of the huge capacity, SalMar and Lerøy decided to purchase 

processing service from each other in 2012. Lerøy is allowed to use InnovaMar, while SalMar can use 

Lerøy´s facility Aurora in Trøndelag. Further, InnovaMar is providing better and safer products then 

other facilities as it highly focuses on hygienic and genital handling in the process.  

Imitability 

The technology is available for the other companies, but heavy investment is required. The peer group 

will not be able to imitate this at short term, as the construction of the facility will take time.  

Organization 

The facility is organized efficiently, based on the good internal logistic that contributes to a safe and 

efficient handling of the products (SalMar.no). The harvesting and processing have a high extent of 

automation, and the facility have increased their production since 2011(SalMar 2015 p. 17). 



- 52 - | P a g e  
 

4.2.1.2 Ocean Farming 

Ocean Farming is a subsidiary of SalMar, and was established to develop ocean based fish farming 

(SalMar 2015a, p 14). Because of the lack of adequate farming licenses near shore in Norway, SalMar 

have invested in technology in order to farm in offshore waters. Ocean Farming has now developed its 

ocean farm concept with the best of the existing technology and solutions from the Norwegian fish 

farming industry and the offshore oil and gas (Criscione 2015).  

The submerged facility is an anchored fixed structure, floating steady in the exposed ocean and is 

suitable for water depth of 100 to 300 meters (SalMar 2015, p 14). The ocean farming leads to less 

escaped fish, and would reduce the sea lice problem. 

 

 

 

 

 

 

 

 

 

Value 

The facility will make it possible to increase production, reduce exposure to sea lice and improve 

disease control. In addition, the facility will reduce the production cost which will lead to more 

competitive prices, that is beneficial for SalMar’s customers. Therefore, we categorize this resource to 

be valuable.  

Rare 

The concept is unique as there is no other comparable project anywhere in the world.  
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Imitability 

SalMar is trough Ocean Farming first mover in this segment, and might increase market share if project 

is successful. However, the technology is available for other players, and they might have second 

mover advantage if the first move does not capitalize on their advantage. Despite the potential second 

mover advantage, it is costly and time consuming to try to imitate the structure of the facility.  

Organization 

The facility will be efficiently organized as the operation can be managed onboard, without using 

service vessels. The necessary staff required to monitor and manage the facility is only 2-4 people 

because it is fully automated (SalMar 2015, p 14). However, the facility can also be remotely operated.  

4.2.1.3 Products 

SalMar is producing salmon as its only product, opposed to several of the peers that produce other 

seafood as well. This might represent a cost advantage, as SalMar only need to tie capital in machines 

and processing to one product. In addition, SalMar is the world’s largest producer of organic salmon 

with 5 licenses. 

Value 

The fact that SalMar does not have any other seafood production than salmon does result in production 

and efficiency gains which might result in lower cost. The heavy commitment on organic salmon is 

also a valuable resource as the world population is increasing their focus on health and environmental 

issues.  

Rare 

The other peers do not have organic salmon as a core element in their production, and the two biggest 

competitors Lerøy and Marine Harvest supply other seafood as well. 

Imitability 

The resource is inimitable in short term, as it will require investment for Lerøy and Marine Harvest to 

stop producing other seafood. In long term, the companies would easily choose to only produce 

salmon, and start producing organic as well. 
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4.2.1.4 Vertically integrated value chain 

Value 

SalMar´s integrated value chain is a very valuable resource. It will contribute to better cost control, 

efficiency gains and make SalMar independent of suppliers.  

Rare 

A vertically integrated value chains is neither unique nor rare in the industry. In fact, Marine harvest 

include feed in their value chain, as opposed to SalMar.  

Imitability 

The integration is expensive and time consuming, suggesting it would be difficult for the small players 

to imitate it. It would also require a deep understanding of the business and high experience. 

4.2.1.5 Conclusion VRIO 

It is clear - based on the above discussion – that SalMar do have several resources with temporary 

competitive advantage. SalMar have through investments in R&D been able to maintain their position 

as the one of the most cost-efficient players in the industry. InnovaMar and ocean farming are two of 

the best examples on how important it is to be innovative in order to impose further growth. However, 

the peer group does also focus on R&D projects, suggesting that the competitive advantage is only 

temporary. This is supported by the fact that the technology is known in the market and can easily be 

replicated if the peers possess sufficient capital. A full summary of the analysis is provided in table 8 

below.  

Table 8: Internal analysis 

Resource   Valuable Rare 

Hard to 

imitate 

Efficiently 

organized Result   

InnovaMar   Yes Yes No   Yes   

Temporary Competitive 

Advantage 

Ocean Farming   Yes Yes No   Yes   

Temporary Competitive 

Advantage 

Products   Yes Yes No   Yes   

Temporary Competitive 

Advantage 

Vertically Integrated value 

chain Yes No Yes   Yes   Competitive Parity   

Source: Compiled by authors       
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4.2.2 Value driver Analysis 

This section will provide the reader with an analysis of the industry key performance indicators for 

SalMar and their main competitors. It will be illustrated by showing the historical development in 

charts.  

4.2.2.1 Harvest per license 

The utilization per license is a key success factor for the players in the salmon farming industry, as the 

growth opportunity is limited, and the price is set in the market. Figure 31 below shows that SalMar 

have a significantly better utilization than their competitors. As described above the maximum allowed 

biomass (MAB) per license 780 tones, expect Northern Norway where the limit is 945. This suggests 

that the companies with high exposure to the North, such as SalMar are generally harvesting more per 

license.  

 

 

The balance between having too much/little fish in the pens is a difficult task, where too much fish may 

result in higher biological risk. We believe that the competence SalMar have experienced by only 

producing in Norway have contributed to the supreme utilization, which can be seen as a competitive 

advantage. In addition, 32% of Salma’s licenses are located in northern Norway. This is also a major 

driver for the high utilization ratio. 
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4.2.2.1 EBIT/KG 

Operational EBIT per kg salmon is one of the most important multiples in the industry. It is a 

profitability measure as it describes how much earnings the company can utilize out of the harvest 

volume. The following chart shows the historical EBIT/KG development in Norway for SalMar and 

their peers.  

 

 

 

The main driver of this ratio is the salmon price. In periods with low Salmon Price, the revenue per KG 

salmon is low, which results in a low EBIT. The industry suffered from low salmon prices in 2012, 

before the prices were high in 2013 and 2014 which resulted in satisfactory EBIT/KG levels. The graph 

shows a decline in EBIT/KG for all firms in 2015, despite a slight  increase in salmon price. The cost 

of producing salmon increased significant in 2015, with higher feed prices and rise in cost of sea lice 

mitigation (Marine Harvest 2015, p 54). 

SalMar, Marine Harvest and Lerøy’s EBIT/KG is considerably better than Grieg Seafood and Cermaq 

which have struggled with low harvest volumes due to diseases and morality in certain sites. SalMar 

confirms their position as one of the most cost-efficient companies in the industry and this is defined as 

a competitive advantage.  
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5.0 Financial analysis  

To uncover the different aspects of SalMar´s performances and financial situation, we conduct a 

quantitative financial analysis (Petersen, Plenborg, 2012 p. 63). The analysis is important to detect the 

underlying value drivers of the company, and we benchmark them against the selected peer group. 

SalMar´s performances will be based on annual reports from both SalMar and the peer group between 

2009 and 2015. By using the past annual reports we provide important historical information, which 

shows the company´s financial situation, and indicates where they are heading. By assessing the main 

value drivers, and their historical development, it will provide us with a better understanding and base 

to give a credible estimate of future cash flow.  

To be able to present a proper financial analysis, we need to look at the accounting quality and make 

sure that the accounting numbers is ready to be analyzed. The validity of the accounting quality is 

based on certain accounting rules that are requirements for all financial statements. To make the 

accounting numbers ready we separate operating items from financial items to give a true and fair value 

of the analytical income statement and balance sheet.  

In the end of this section we will analyze the company´s historical performance, by conducting 

different key rations, both concerning risk and profitability based on Du Pont (ROIC, ROE, Financial 

leverage, Profit margin). The analysis is shareholder and investor oriented, with main target to predict 

an estimate on SalMar´s value and future equity earnings. Due to long and stable supply relationship 

with some customer, they also find this information valuable. (Petersen, Plenborg 2012, p 93). 

5.1 Accounting quality  

The importance of analyzing the quality of the reported accounting information is huge in order to 

maintain a true and fair value of the company. In practice the reported accounting numbers should be 

adjusted in order to be suited to be comparable over time and across firms (Petersen, Plenborg, 2012, p. 

333). This ensures that changes in the financial ratios reflect changes in the company core operations 

and financial position, and not possible changes of differences in accounting policies. To secure the 

accounting policies of the financial analysis, and ensure the validity in the forecasting and valuation, a 

briefly analyze of Salmar´s accounting policies and their peers have been made.  
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When the primary goal of our thesis is to estimate the value of SalMar based on earlier strategic key 

points, and with present value method and multiples, we need to control the outcome of the accounting 

quality by comply the following: (Petersen, Plenborg, 2012, p. 336-337) 

1. Clear distinction between recurring versus non-recurring accounting items 

2. Reported earnings are based on the same accounting practices, based in the same accounting 

policies.   

3. Multiples need to make sure the companies are operating in the same industry, the applied 

accounting policies must be comparable, and the earnings in the peer group must be of the 

same quality. In addition the multiple analyze need to comply with point 1 & 2. 

SalMar´s accounting principles are developed in accordance with IFRS and interpretations determined 

by the International Accounting Standards Board which is approved by EU (SalMar, 2014, p 62). When 

the trend and level on historical value drivers is used as indicators on future earning, we need to be 

aware of that changes in accounting policies might introduce noise in the analysis (Petersen, Plenborg, 

2012, p. 381). The consolidated financial statement of SalMar is based on the principles of historical 

costs, with the exception of Biological Assets and Derivatives which are recognized at fair value. We 

will discuss this in detail when discussing posts in the reformulated income statement. Further we have 

detected new and amendments standards to improve accounting policies, showing the will and demand 

for following industry standards (SalMar 2012, 2014 pp, 62- 62). In addition the changes make SalMar 

better suited to understand the underlying performance and financial position of the firm. We share the 

audit company EY´s confirmed impression  that SalMar follow law and regulations for  reporting and 

accounting policies, and their financial data reflects a fair and true value of the company (SalMar 2010-

2014). 

5.1.1 Peers  

To be able to compare SalMar to peers we need to investigate the accounting policies and how 

reporting is done in the comparable firms. To compare apples with apples, we look at farming 

companies that competes on the same terms as SalMar. IFRS standards are followed by all peers, and 

they accounting biological assets and derivatives similarly. The major differences in accounting figures 

are related to the nature of business. Most of the related companies in the industry operate partly in 
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markets outside Norway, while SalMar mainly is located in Norway. Optimally we should therefore 

look at only the Norwegian segments in comparable firms as basis for comparison. However, as a result 

of limited accounting information enclosed the different segments we decided to include all segments 

when we use average numbers at industry level. We do not think this will weaken the validity when 

SalMar actually compete with foreign players in several markets.  

5.1.2 Analysis period  

We have earlier argued that the industry has matured compared to the history, having seen increased 

output, consolidation, vertical integration and product innovation. In a wide perspective we observe 

that the industry has seen fluctuations in salmon prices over time. The main reason for the cyclical 

price levels is strong optimism in the industry when high prices. These increases the Smolt- stockings, 

which give a higher level of supply two-three years later. The high supply pushing prices down and the 

salmon price decreases. Accordingly this results in a decrease in Smolt stockings which gives a higher 

salmon price when the fish is harvestable.  This is a lack of supply discipline among farmers which 

create a classic boom/bust pattern. (Seafood - Extended super-cycle 2016) 

SalMar got noted at Oslo Stock Exchange in 2007, and we find it expedient to start the analyzing 

period after this. The majority of the growth to SalMar and the comparable firms are characterized by 

acquisitions. The analyze period we have chosen include the years 2009-2015. The period covers high- 

and low turns in the industry, and is representative for the future development to SalMar as well as the 

industry. By including the historical cycle and understand it, we gain a better understanding of the 

historical return, and avoid forecast errors. The current stage will be identified and provide us with 

useful information regarding the company´s ability to deal with high – and low turns (Petersen, 

Plenborg, 2012 p. 67).  

5.2 Reformulated Income statement 

To gain a better understanding of the value creation at SalMar,  each  accounting post need to be 

classified  as a belonging to either financial or operational assets (Petersen, Plenborg, 2012 p. 70). 

Operating revenue is an important performance goal. It shows the company´s profit from core business 

regardless of how the firm is financed. Further, we will consider if the items in the income statement is 
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regarded as recurrent or transient. The transient items are considered as non-core special items. The 

items that are relevant are discussed in the following.  

5.2.1 Fair value adjustment (Note 14) 

The underlying reason why biomass is adjusted to fair value is to show how much the living fish in sea 

are worth at any time including the estimated value of salmon at and above harvest size. (Industry 

handbook 2015, p.36). In accordance with IAS 41 the companies in the industry is required to do so. 

The fair value is estimated based on the market price for the relevant weight class that is expected 

which is derived from a combination of latest achieved prices, external forward prices, and recent 

contracts entered (SalMar, 2014 pp. 64, 67). This post is a part of SalMar´s operating profit, and a 

change in fair value of the biomass is shown in a separate line, affecting the EBIT directly. We observe 

the value adjustment to be high and positive in years where the salmon price is high and the opposite 

with low price of salmon. This implies that the volatility in the biomass does not give permanent 

revenue or costs, and is therefore excluded from core operations and not considered in the forecast.  

Included in the accounting record we observe other adjustment of smaller impact. This includes change 

in provision for bad debts, unrealized changes in value for Fish Pool contracts and foreign exchange 

contracts. Currency forwards and Fish Pool contracts represent derivatives as a hedging instrument and 

are valued to fair value after IFRS standards. Change in provision for bad debts show differences 

between salmon price in sale contracts and the market price which underlie the biomass valuation 

(SalMar 2014 p. 67). A change in these commitments appears as other value adjustment in note 14 in 

SalMar annual report 2014.  

5.2.2 Tax allocation  

When the income statement does not distinguish between taxes on operations and taxes on financial 

records, we must divide income tax to these elements (Petersen, Plenborg, 2012 p.  76). We have 

chosen to use the marginal tax rate in Norway when calculating tax shield. We have detected that 

effective tax rates of SalMar and the comparable firms do not give a representative image of the actual 

tax rate on EBIT due to large fluctuations. The effective tax rate is therefore considered to provide 

wrong information and the NOPAT should therefore be based on the marginal tax rate. The tax shield 

is calculated by multiplying the net financial items by the marginal tax rate, and tax on special items is 
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calculated by multiplying the sum of these items by the marginal tax rate. Tax on operations is based 

on the reported corporate tax less tax shield and the tax on special items.  

5.2.3 Revenue from associated companies 

SalMar owns 20-50% of the voting capital in associated companies and is therefore included in the 

operational income and the invested capital. In addition, the companies are classified inside the fish 

industry, and are considered as a part of SalMar´s core operation and business (Petersen, Plenborg, 

2012 p. 76). 

5.2.4 Gains on acquisitions 

According to IFRS 3 companies are required to make an analysis of excess value when merger or 

acquisitions is present. In 2012 SalMar acquired shares and licenses in a company in Laksefjorden with 

name Villa Arctic AS (SalMar 2012, p76). The identified assets at that point were valued to a higher 

price than the consideration SalMar paid. The revenue was recognized as one time gains. In 2013 the 

gains on acquisition are from Atlantic Cod Farms AS, and the rest of the shares in Villa Artic AS 

(SalMar 2014, p 76). The item is non- recurring and does only occur twice throughout the analysis 

period and is therefore classified as transient. 

5.2.5 Particular biological 

SalMar classifies particular bio in a separate line in the profit and loss, and is a part of the biomass 

adjustment affecting the EBIT. The line item refers to culling of the entire salmon stock at sites that 

suffer an outbreak of PD (Pancreas disease), and individual incidents involving escaped fish. Particular 

bio is considered as non-recurring when the post does not give a permanent profit or loss. It is only 

current in two of seven historical years.  

5.3 Reformulated Balance Sheet 

To calculate future central operational indicators and valuation using present value methods (DCF and 

EVA), we need to deduce invested capital and net debt. To manage this, the balance sheet needs to be 

reformulated. The reformulation of the balance sheet is mainly about classification of activate and debt 

as either financial or related to operation. Financial and operational activities must be classified the 

same way both in the balance sheet and the income statement. The combined investment in the firms 

operating activities is net operating assets, and is the sum of operating assets minus the sum of 
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operating liabilities (Petersen, Plenborg, 2012 p. 76). Some important allocations are described in 

further detail below:  

5.3.1 Investments in associates  

Based on the same arguments stated in the reformulation of the Income Statement, and the fact that 

items should be classified similarly in the Balance Sheet and Income statement we consider this item as 

operational. 

5.3.2 Cash and cash equivalent 

It is often hard to distinguish cash into operating and excess cash. If the item is stable over time, it 

indicates that it consist of excess cash, which in reality can be paid out as dividends, repay debt or buy 

back own shares without affecting the underlying (Petersen, Plenborg, 2012 p. 76-77). The annual 

reports from SalMar do not provide clear information regarding cash and cash equivalent, but the item 

is relative stable over time, except from 2013 where we observe a slightly increase in cash & cash 

equivalent. Due to lack of information we consider the item as financial. 

5.3.3 Investments in shares and other securities  

It is reasonable to assume the item to be interest bearing, and we consider this item as financial activity 

5.3.4 Pension fund assets 

Net pension assets are capitalized pension assets in line with the duty to provide an occupational 

pension scheme governed by the Mandatory Occupational Pensions Act (OTP- regulations). The item 

is interest bearing is therefore considered as a financial activity (SalMar 2014, note 19). 

5.3.5 Other current liabilities  

Other short terms liabilities include items such as Accrued holiday pay, provisions, and derivatives. 

These items are not interest-bearing. Therefore we classify the item as operational.   

5.3.6 Leasing 

Leasing have an original term of 60-84 months, apart from the capitalized leasing agreements for the 

InnovaMar facility, which has 20 year terms, and we consider the line item as non-current and interest 

bearing, and therefore considered as a financial activity. (SalMar 2014, p 85) 
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5.4 Profitability analysis 

In order to conduct a solid forecast of SalMar’s profitability and future cash flow, it is important to 

understand and discover the financial value drivers. By analyzing the historical profitability, the reader 

will be provided with an in depth understanding of what drives the return on equity (ROE), and how 

macro factors impact the company’s performance. 

The analysis of SalMars’s historical profitability is based on the DuPont Model, which break down the 

ROE into different financial ratios. The structure of the model is provided in the DuPont Figure below, 

and is based on the analytical income statement and balance sheet of SalMar and the peer group. 

Appendix 6 illustrates the profitability ratios used in the analysis. 

DuPont  

 

Source: Compiled by authors/ Appendix 7 

 

First, the operational result is assessed through the measure return on invested capital (ROIC). 

Considering that ROIC is not able to explain whether profitability is driven by improved capital 

utilization or better profit margin, it is necessary to decompose the ratio (Petersen, Plenborg, 2012 p. 

107). Therefore, the historical development of the profit margin and turnover rate on invested capital is 

analyzed.  

Return on Equity 

Spread ROIC 

Profit Margin Turnover rate 

Financial gearing 
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Secondly, we will use the financial leverage effect (Spread and Financial gearing) in combination with 

the ROIC, to construct the ROE. By doing this, we determine how financial leverage impact the 

shareholder’s return.  

The different financial ratios are based on average balance sheet figures. Since capital is invested over 

time, an average of beginning of year and year- end will give a better picture of the actual value of the 

assets in the balance sheet. 

5.4.1 Return on Invested Capital 

ROIC is considered the most important measure of probability as it can be compared with competitors 

better than ROE which is strongly affected by financial leverage. However, a positive ROIC is not 

necessarily creating value, as it only show the accounting (operating) profit. To be characterized as 

value creating the ROIC must exceed the required weighted average cost of capital (WACC), implying 

there is economic value added (EVA) (Petersen, Plenborg, 2012 p. 96).  

 

Figure 33 illustrates the development of SalMar’s ROIC since 2010. The ROIC have declined from 

2010 until 2012, before the return increased heavily from 2012 to 2013. The ROIC was 15, 34% in 

2015, well above the WACC. In the whole analytical period, SalMar’s ROIC have exceeded the 

WACC, which is a very satisfactory result for the shareholders. The downfall from 2010 was mainly 

led by the drop in salmon price in 2011 which remained low until 2013. Since 2013 the salmon price 

have fluctuated, but remained at a high average level.  
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A second way to assessing if the ROIC is at a satisfactory level is to compare it to the competitors. This 

provides a more detailed explanation of the ROIC development, and makes it easier to identify a trend 

pattern. In the cross-sectional analysis, the ROIC is calculated before tax, due to unevenly exposure in 

countries with different tax rates.  

 

The peer group development is aligned with SalMar, implying that all companies ROIC is heavily 

impacted by the salmon price. In overall, SalMar have performed best in the analytical period. Hence, 

SalMar support their claim of being one of the most efficient producers of farmed salmon in the 

industry. 

5.4.1.1 Profit Margin 

The profit margin describes the revenue and expenses relationship, and show the operating income as a 

percentage of net revenue (Petersen, Plenborg, 2012 p. 107). The cross-sectional analysis of the profit 

margin is also calculated before tax, due to the tax differences.  
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Figure 34: ROIC before tax 

SalMar Lerøy Marine Harvest Cermaq Grieg Seafood

-20,00%

-10,00%

0,00%

10,00%

20,00%

30,00%

40,00%

2009 2010 2011 2012 2013 2014 2015 2016

Source; Annual report / compiled by authors 
 

Figure 35: Profit Margin before tax 

SalMar

Lerøy

Marine Harvest

Cermaq

Grieg Seafood



- 66 - | P a g e  
 

Since 2010, the development in profit margin is nearly identical to the ROIC. This suggests that the 

profit margin is the main driver to the return of invested capital. The intuition is that in periods with 

high salmon price, the revenue is high compared to expenses which result in a higher profit margin. 

As shown in figure 35, SalMar have a greater profit margin than their peers. This is a combination of 

their superior cost efficiency described in value driver analysis, and their production locations. As 

described in the strategic analysis, SalMar do produce all their salmon in Norway, and was therefore 

not exposed the biological difficulties Chile faced in 2007-2010. The Chilean harvested volume has 

increased since the low in 2010, but the profitability has suffered since the recovery (ilaks, 2015).   

Indexing and common size of revenue and expenses 

To further analyze the profit margin, indexing the revenues and expenses is a preferable method to find 

trends (Petersen, Plenborg, 2012 p. 112). To get a better picture of what is driving the price and 

expenses; we have included an index of the yearly average salmon price in addition to the license 

development and the harvest volume which are used as proxy for production expansion. 

Since the index numbers not show the relative size of each item, a common size analysis is provided 

subsequently. Common size analysis is normally describes each item as a percentage of the revenue 

(Petersen, Plenborg, 2012 p.  112). However, since expenses are not particularly affected by the salmon 

price, a production based approach is conducted.  

 

Year 2010 2011 2012 2013 2014 2015

Net revenue 1,00 1,12 1,23 1,82 2,10 2,14

Cost of goods sold + change in inventories 1,00 1,21 1,41 1,85 1,93 2,17

Payroll costs 1,00 1,25 1,54 1,99 2,27 2,44

Other operating expenses 1,00 1,75 2,20 2,70 2,84 3,16

Revenues from associated companies 1,00 0,96 1,61 0,98 0,41

EBITDA 1,00 0,78 0,57 1,54 2,11 1,65

Depreciation and amortization + Impairments 1,00 1,39 1,78 2,36 2,91 3,36

EBIT 1,00 0,72 0,45 1,46 2,03 1,48

Average 12 month salmon price 1,00 0,86 0,71 1,06 1,08 1,13

Licence development in Norway 1,00 1,08 1,23 1,23 1,52 1,52

Harvest volum in Norway 1,00 1,43 1,58 1,77 2,17 2,10

Source: Compiled by authors

Table 9: Trend analysis of SalMars operating revenue and expenses
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SalMar’s net revenue has increased with 214% from 2010 to 2015. In the same period, the cost of 

goods sold and change in inventories grew with 217%. As shown in table 9, revenues are as a product 

of both increased harvest volume and fluctuation in salmon price. Cost of goods sold however, is more 

closely linked to the increase in production. This explains why the profit margin dropped from 2010 to 

2012.   

Payroll cost have the same development as cost of goods sold and increased production, while other 

operating expenses and depreciation have a higher growth rate than net revenue. This explains why the 

profit margin to SalMar is currently lower than in 2010, despite the fact that salmon prices had a higher 

average price in 2015. 

 

SalMar experienced a record high margin in 2010 driven by the high salmon price. When the price 

dropped in 2011 the revenue declined, but the cost of goods sold followed the same pattern. This was 

driven by a several factors. The fish meal cost declined which resulted in lower feed prices, the 

introduction to InnovaMar, in addition to the more normalized sea temperature in 2011. In 2010 

SalMar experienced a lower sea temperature than expected, which resulted in higher production cost 

than normal (SalMar 2010, p 28). Since 2011, the whole industry have suffered from increase in cost of 

goods sold due to higher feed and smolt cost, but most noticeable is the increase in other operating 

expenses ( Nofima 2015, p 1).  

The industry points at changes in lice control and treatment, use of cleaner fish, and maintenance as the 

main cost drivers in the other operating costs. The most of the cost increase are associated with the lice 

problems the industry is facing, where the largest part is driven by treatment. The total number of 

treatments is increasing, but resistance problems make it more difficult to terminate the lice (Nofima 

2015, p 36).  

Year 2010 2011 2012 2013 2014 2015

Net revenue per kg 52,60 41,22 40,98 54,31 50,96 53,71

Cost of goods sold per kg -25,23 -21,48 -22,66 -26,53 -22,52 -26,12

Payroll cost per kg sold -4,81 -4,21 -4,71 -5,42 -5,04 -5,61

Other operating expenses per kg -6,17 -7,59 -8,64 -9,45 -8,11 -9,33

EBITDA per kg 16,39 7,94 4,98 12,92 15,30 12,65

Salmon price 37,26 31,99 26,58 39,59 40,30 42,09

Source: Compiled by authors

Table 10: Common index of SalMars operating revenue and expenses
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The payroll cost have increased slightly since 2011, as a result of more and better technology, higher 

requirements on competence and more control and surveillance of the lice situation. However, the 

industry has started to buy services from other specialized companies which are not noticeable in 

payroll cost. These costs are listed under other operating expenses (Nofima, 2015, p 18). 

Table 10 also illustrate that the net revenue per kg is above the yearly average salmon price. There are 

several reasons for this. Firstly, SalMar provide many different products in different price ranges to 

different segments. The best examples are organic salmon and other exclusive products (described in 

section 4.1.1.3) which are sold for a much higher price than the average spot price. Secondly, each 

buyer negotiates individually prices with SalMar which differs from the average spot price. Thirdly, the 

salmon price may fluctuate each year and the salmon have a different sale volume in each quarter. This 

contributes to the explanation to why the net revenue per kg deviates from the average yearly spot price 

for salmon. Hence, the forecasted net revenue is not a direct product of the harvested volume and the 

forecasted spot price. 

In the forecast section, we will describe how the future net revenue is estimated, in addition to an 

analysis of the outlook for the main cost drivers in the industry.  

5.4.1.2 Turnover rate of invested capital 

The turnover rate describes a company’s ability to utilize invested capital. All other things being equal, 

a high turnover rate is desirable for the company, and expresses how much revenue is generated by 

each NOK the firm has invested in the operation (Petersen, Plenborg, 2012 p. 108). 

Each company- except Cermaq- has had 

a relatively stable development of the 

turnover rate of assets. Lerøy have 

outperformed the other companies, 

while Marine Harvest and SalMar have 

a similar rate and development. Cermaq 

is an outlier in this analysis, with a very 

high rate from 2010-2012. An 

0,00

0,50

1,00

1,50

2,00

2009 2010 2011 2012 2013 2014 2015 2016

Source; Annual report / compiled by authors 

Figure 36: Turnoverrate of assets 

SalMar Lerøy Marine Harvest
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explanation of the big drop in 2013 is that Cermaq sold their feed business Ewos in that period, 

resulting in lower accounting revenue in 2013.  

Indexing and common size of turnover rate of invested capital 

The salmon farming firms invested capital consist primarily of licenses and biological assets (Appendix 

8).  As explained in the strategic analysis, additional licenses are required in order to grow. Hence, the 

large companies have increased their number of licenses since 2010, which have resulted in higher 

invested capital.  

Figure 37 illustrates the peer’s 

historical development of invested 

capital. It clearly shows that 

SalMar’s invested capital have 

increased more than their 

competitors, with a growth of 226% 

since 2010.   

The reason why SalMar have a 

much higher growth than their competitors is because; 1) SalMar have increased their number of 

licenses more dramatically than the competitors. 2) In terms of absolute numbers in 2010, SalMar had 

significant lower invested capital than Marine harvest, Lerøy, and Cermaq.  

5.4.1.3 Conclusion ROIC 

 

Throughout the whole period, SalMar have made a very satisfactory return on invested capital. It has 

exceeded the WACC every year, and is significant better than the competitors. As shown in table 11, 

Year 2010 2011 2012 2013 2014 2015

ROIC after tax 22,20% 11,77% 6,73% 19,96% 20,58% 15,34%

Profit margin after tax 21,89% 14,05% 8,47% 20,05% 20,43% 16,01%

Return on invested capital 1,01 0,84 0,79 1,00 1,01 0,96

WACC 6,7% 6,7% 6,7% 6,7% 6,7% 6,7%

Invested capital 12 month average 3.381.374 4.574.233 5.291.769 6.273.196 7.134.228 7.644.942

EVA 523.296 230.852 236 830.067 988.388 658.817

Salmon price 12 month average 37,26 31,99 26,58 39,59 40,3 42,09

Source: Compiled by authors

Table 11: Conclusion ROIC
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Figure 37: Trend analysis of invested capital 
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the profit margin is the main driver of the ROIC, as the turnover rate on invested capital is steadily 

holding a low level.  

The profitability is highly influenced by the salmon price, as both the margin and turnover rate are 

affected by a change in the price. Because of the generally high salmon price in the period, the ROIC 

have been satisfactory. However, because of the increased cost in the industry the ROIC was “only” 15, 

34%, despite a record high average salmon price.  

The economic value added (EVA) is a measurement of the super profit of the operation.  

𝑬𝑽𝑨: (𝑹𝑶𝑰𝑪 − 𝑾𝑨𝑪𝑪) ∗ 𝑰𝒏𝒗𝒆𝒔𝒕𝒆𝒅 𝒄𝒂𝒑𝒊𝒕𝒂𝒍 

Since the return on invested capital exceeds the expected return in all periods, there are made above 

normal profit in the company. Because the EVA increases with an increase in invested capital, the 2015 

EVA is better than in 2015, even though the ROIC was 7% lower. In other words, if SalMar strives to 

grow further the ROIC does not need to be at the extreme levels in the future, in order to have a similar 

EVA. 

5.4.2 Return on equity 

Return on equity (ROE) measure the profitability by considering both the operating and financial 

income of a company (Petersen, Plenborg, 2012 p. 117).  Because most investors only are interested in 

how much return they get on their investments, it is not important whether the gains come from 

operations or financial leverage. By comparing the net borrowing cost (NBC) with the ROIC, we can 

determine how financial gearing (FGEAR) affect the return on equity. The relationship is shown 

below: 

𝑹𝑶𝑬 = 𝑹𝑶𝑰𝑪 + (𝑹𝑶𝑰𝑪 − 𝑵𝑩𝑪) ∗ 𝑭𝑮𝑬𝑨𝑹 

The equation shows us that, if the difference between the return on invested capital is higher than the 

net borrowing cost, the company should increase leverage. However, the NBC should be interpreted 

with care as it is not the same as the firms borrowing rate. NBC is a rate determined by net financial 

expenses divided by net interest bearing debt. Hence, it is affected by different deposit and lending 

rates, and is affected by other financial incomes such as securities and currencies.  
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Figure 38: ROE before tax 

SalMar Lerøy Marine Harvest Cermaq Grieg Seafood

Figure 38 shows that the ROE have the 

same pattern as the ROIC with the best 

result in 2010 and 2013. It also show 

that the gearing affect make the result 

significant better in boom years. 

However, the difference between ROE 

and ROIC was lowest in 2012, 

suggesting that ROE is more exposed in burst years.  

SalMar have the best ROE throughout the analytical period. As described above, the reason for this is 

their non-exposure in Chile, which suffers from low profitability, and their competitive cost efficiency. 

The trend is declining for the whole industry, despite the increase in salmon price. This is a concern, 

especially for SalMar who decline more than their competitors. 

5.4.2.1 Spread 

The difference between the ROIC and NBC is called the spread, and this show whether or not a 

company’s financial leverage are creating value for the shareholders. In theory, a company should 

increase leverage when the spread is positive, since the extra capital the company can use by increasing 

leverage do return more than the cost.  

Table:12 Spread before tax 

    2010 2011 2012 2013 2014 2015 

SalMar 

ROIC 28,77% 15,39% 8,21% 22,60% 27,69% 18,89% 

NBC -8,25% 5,16% 4,60% -9,50% 5,60% 4,08% 

SPREAD 37% 10% 4% 32% 22% 15% 

Source: Compiled by authors 

The spread have been positive the whole period, implying the leverage has been value creating. The 

main reason for the high positive spread is the ROIC. The NBC have generally been between 4.1 and 

5,6%. The borrowing rate was negative in 2013, as a result of gain from sale of Bakkafrost that year.  

5.4.2.2 FGEAR 

A company’s financial gearing explains how much of the company’s activities that are funded by the 

creditors in relation to the equity holders. If significant debt is used to finance the business, the 
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company is vulnerable in times of financial distress. Therefore, a company should decrease the FGEAR 

in times where the spread is negative.  

 

Table 13 show us that SalMar have had a fluctuation financial leverage ranging from 40% to 110% 

financial leverage.  The main reason for the increased financial leverage in 2011 was an increase in the 

net interest bearing debt. In October 2010, SalMar borrowed money to buy 23, 29 % of Bakkafrost, 

resulting in a higher average financial leverage in 2011, as the equity remained at the same level. The 

net interest bearing debt has been stable since 2012, while the equity has increased. This has resulted in 

a declining trend for SalMar’s FGEAR. 

Compared with the competitors, SalMar have had a high financial leverage until 2012. Since then, the 

leverage have been significant reduced. However, Marine Harvest has had an opposite development 

than SalMar, resulting in a significant higher ratio in 2015. Grieg seafood has had a stable high 

leverage ratio, while Lerøy have had a stable low ratio. 

5.4.2.3 Conclusion ROE 

The conclusion after looking at both the spread and FGEAR is that the main driver of SalMar’s ROE is 

the return on invested capital. Table 14 summaries the different components of ROE. 

 

SalMar have provided very good returns for the owners in the historical period, with a record high 

return of 40% after tax in 2010. This is the same year where the ROIC was at the highest levels, but the 

2010 2011 2012 2013 2014 2015
62% 95% 104% 56% 40% 48%

26% 25% 33% 33% 28% 34%

45% 53% 53% 51% 69% 73%

28% 18% 33% 3% 4% na.

73% 69% 95% 87% 74% 73%

Source: Compiled by authors

Table 13: Financial leverage

Salmar

Lerøy

Marine Harvest

Cermaq

Grieg seafood

2010 2011 2012 2013 2014 2015

ROIC ( after tax) 22,20% 11,77% 6,73% 19,96% 20,53% 15,34%

Financial leverage 0,66 1,00 1,10 0,61 0,46 0,66

Spread (after tax) 27,33% 7,95% 3,41% 25,78% 16,20% 11,47%

ROE (after tax) 39,71% 19,46% 10,29% 35,04% 27,16% 21,22%

Leverage effect ( ROIC-ROE) 17,51% 7,68% 3,56% 15,08% 6,63% 5,88%

Source: Complied by authors

Table 14: ROE
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leverage effect increased the investors return with 17, 5%. The reason for this was the high spread in 

2010, where the company had positive net financial expenses. The same occurred in 2013, where the 

leverage effect increased the ROE significantly. The conclusion is that in good times, the leverage 

effect increases the return to the investors. When the firm is facing difficult times, however, the 

financial leverage does not impact the ROE to the same extent. 

5.5 Liquidity analysis  

We divide this analysis into short and long term liquidity risk where both are crucial for any company. 

Weak liquidity complicates the firm´s ability to pay their bills, prevent profitable business opportunities 

and gives an unstable stock return. In extreme cases it can even cause bankruptcy. The analysis of the 

short term liquidity provides information whether or not a company is able to maintain their short term 

obligations as they fall due. The long term liquidity risk shows the ability to handle all future 

obligations, also called solvency risk (Plenborg & Petersen (2012) p. 150). We have based the 

following liquidity ratios at end of year balances, as they are most updated. (See Appendix 9 for full 

calculations of ratios) 

5.5.1 Liquidity cycle 

 

Liquidity cycle represents the number of days it takes to convert inventory into cash. Companies should 

strive to reduce the length of the liquidity cycle since it improves its cash flow. This can be done by 

tighten up the control of inventory and receivables, or by obtaining further credit from the suppliers of 

the company. SalMar shows a relative stable cycle over the analyze period compared to industry 

2009 2010 2011 2012 2013 2014 2015

Salmar 159 172 157 194 193 166 101

Lerøy 102 113 97 122 139 119 183

Cermaq 82 105 93 114 249 257 0

Marine Harvest 146 195 162 163 214 174 172

Grieg Seafood 307 239 244 215 252 235 129

Average 159 165 150 162 209 190 0
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Annual reports 2009-2015, compiled by authors 

Figure 39: Liquidity Cycle (Days) 
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average ratio. In 2012 we observe an increased ratio also compared to the industry average. This can be 

explained by the higher amount of accounts payable relative compared to the increase in revenue. 

2013-2015 indicate a positive trend for SalMar, especially last year.  Compared to the peer group, 

Lerøy have the lowest average liquidity cycle over the historical years. They have a stable revenue 

growth and manage to control their working capital which explains the company’s ability to safeguard 

the obligations.  

5.5.2 Current ratio  

The basic idea by calculating current ratio is to detect the short term liquidity. The larger the ratio is the 

greater is the likelihood that sales of the current assets are able to cover current liabilities. Some argue 

that a current ratio greater than 2.0 is an indication of low (short-term) liquidity risk, and is calculated 

by dividing current assets on current liabilities (Plenborg & Petersen (2012) p. 156). We observe that 

SalMar is following the industry average and the total historical average is respectively 2, 95 against 3, 

01. SalMar is slightly underperforming against the industry average, but the ratio has never been under 

2, which is satisfactory. The liabilities have increased more relative to assets, which in general is due to 

increase in accounts payable and debt to credit institutions. The leading player in this key figure is 

Cermaq which has managed to clearly have greater assets then liabilities. In addition we observe that 

2013, as we already know, was a good year for SalMar, but also for the industry in general, and provide 

the highest average compared to all the historical years.  

 

2009 2010 2011 2012 2013 2014 2015

Salmar 2,99 3,35 2,02 2,08 4,24 3,05 2,89

Lerøy 2,31 2,97 2,52 2,51 2,74 3,12 2,54

Cermaq 3,17 3,44 2,71 2,77 7,48 4,16 0,00

Marine Harvest 3,30 3,63 3,40 2,92 3,23 3,22 3,35

Grieg Seafood 1,95 2,95 1,59 1,81 2,26 2,30 2,38

Average 2,74 3,27 2,45 2,42 3,99 3,17 0,00

0,00
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2,00
3,00
4,00
5,00
6,00
7,00
8,00

Source:Annual reports 2009-2015, compiled by authors 

Figure: 40 Current Ratio 
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2009 2010 2011 2012 2013 2014 2015

Salmar 0,48 0,42 0,35 0,39 0,51 0,51 0,48

Lerøy 0,52 0,53 0,51 0,51 0,54 0,54 0,55

Cermaq 0,53 0,60 0,59 0,47 0,70 0,47 0,00

Marine Harvest 0,56 0,53 0,48 0,50 0,48 0,40 0,45

Grieg Seafood 0,39 0,49 0,40 0,37 0,43 0,44 0,38

Average 0,49 0,51 0,47 0,45 0,53 0,47 0,00

0,00
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Source: Annual reports 2009-2015, compiled by authors 

Figure 41: Solvency ratio  

5.5.3 Solvency ratio 

Solvency ratio is a key metric used to measure an enterprise’s ability to meet its debt and other 

obligations. The solvency ratio indicates whether a company’s cash flow is sufficient to cover short- 

and long-term liabilities. The ratio is calculated by dividing equity by the sum of total liabilities and 

equity. Low company solvency ratio indicates a high long-term liquidity risk. When we considering 

SalMar´s solvency ratio we detect a trend that is similar with the other ratios discussed over. A 

downturn in 2011 and 2012 is met by increase in 2013 and 2014, and stabilization in 2015. The trend is 

also similar compared to the industry average, but it is difficult to see any clear trend compared to the 

peer by peer. They are all relative stable over the historical period and follow each other. Cermaq 

shows strength also in this ratio and beating the industry average every year. The rule of thumb is that a 

ratio higher then 0, 2 is considered to be financially sound, and ratios over that point indicates that the 

company have a low long term liquidity risk (Solvency Ratio- Ready ratios). 

 

Despite the negative trend in 2011 and 2012 in the key ratios SalMar has shown a strong ability to 

come back and present good ratio values. The thoughts in SalMar´s annual report regarding liquidity 

risk states the company seriousness. By maintain a flexible finance structure, secured by means of 

established credit facilities, and good prospects, the overall liquidity risk considered to be low. 

SalMar´s goal is to control the cash management actively, and have sufficient cash & cash equivalent 
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or credit facilities on a medium- term, to meet its lending requirement in the short-term. Salmar´s low 

liquidity risk makes space for a high debt financing, but there is no need to concern due to the huge 

increase in equity in 2013 and the stability thereafter.  

6.0 SWOT 

Strengths  Weaknesses  

 
 

 Efficient production facilities 

(InnovaMar) 

 Vertical integrated value chain 

 Value creation ROIC > WACC 

 Good liquidity, low risk 

 Solid capital structure 

 Strong focus on R&D (Ocean 

farming) 

 High utilization ratio per licenses 

 

 

 

 Do not own a fish food production 

 Lice problems in the central Norway, 

which accounts for approximately 

52% of available licenses. 

 Negative trend in cost efficiency  

 

    

 

  

Opportunities  Threats  

 Sustainable growth plan from the 

Norwegian Government 

 The price of salmon relative to other 

sources of protein 

 Innovation of new/better products 

 Public attitudes (health and 

environmental) 

 Technology to mitigate biological 

challenges 

 

 Fluctuations in Salmon price – 

volatility  

 Global competition 

 Innovating technology from 

competitors 

 Increasing bargaining power of 

suppliers and buyers.  

 Environmental challenges –fish 

diseases, escaped fish, and lice.   

 Increased prices on licenses 

 Trade restrictions  

 Increase in oil price (ref 4.1.1.2 

Economic factors) 

 Growth limitations  
  . 
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7.0 Forecasting  

Based on the financial and strategic analysis the reader have been provided with an illustration of 

SalMar’s historical performance, their positioning in the market, as well as how the macro factors 

impact the industry. In this section, the foundation from these sections will be used to perform a 

thorough forecast of the future financial performance. 

 

Source: Compiled by authors 

The forecasting section is separated in two sections; 1) Forecast of the income statement, that estimate 

future revenues and operational cost. 2) Forecast of selected balance sheet items. When combining pro-

forma income statement with the pro-forma balance sheet, a forecast of the cash-flow is provided. This 

measure is the foundation in our valuation model (explained further in section 8). 

In valuation context, the forecasting period must be carefully considered. The explicit forecast period 

reflects the period where it is possible to have financial value drivers that vary from one year to the 

next (Petersen, Plenborg, 2012 p. 177). After the explicit forecast period, the company is in a “steady 

state” where the growth rate for each value driver is equal and constant. In the terminal period, it is 

reasonable to assume that the company growth is equal to the long term growth in the economy.   

Due to the future production limitation as described in the strategic analysis, we believe that the 

demand will outperform the supply in years to come. The technological investments might boost the 
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supply, but it is unlikely that this will happen before 2020. Therefore, the forecast period is set to 7 

years. A longer forecast period would make the quality of the forecast to be inadequate, with 

uncertainties in estimations.  

We have assumed a growth rate of 2, 5% based on the average expectations for long term nominal 

earning growth among practitioners, and inflation. As stated in The Norwegian market risk premium 

from PWC, 70% of professionals from the industry expect a growth rate to be in the range 2-3% (PWC 

2013 the Norwegian market risk premium, p 16). 

7.1 Pro forma: Income Statement 

This section will provide the reader with a forecast of the future revenues and cost. Each value driver 

will be carefully assessed by using main findings from the strategic analysis, and the historical period. 

In the financial analysis, we determined that the revenue is driven by the salmon price, while the cost is 

driven by production volume. For that reason, the conducted forecast is a production-driven method, 

where the costs are benchmarked against production. This ensures that the cost is not dependent of the 

salmon price. 

Table 15 presents the value drivers in the explicit forecast period, and the whole pro forma income 

statement is available at appendix 11. 

 

 

Pro forma income statement 2016 2017 2018 2019 2020 2021 2022

Salmon Price 50,95 48,93 45,32 43,06 42,51 41,12 40,00

Production Volume 128844,00 134786,00 147785,00 153840,00 159954,00 166129,00 170282,23

Revenue 8.534.485        8.572.727        8.706.901        8.611.656        8.840.370        8.881.024     8.854.676    

Cost of good sold per kg -25 -25 -25 -25 -25 -25 -25

Payroll cost per kg -6,00 -6,00 -5,50 -5,50 -5,50 -5,50 -5,50

Other operating cost per kg -9,50 -9,50 -8,50 -8,50 -8,50 -8,50 -8,50

souce: compiled by authors 

Table 15: Revenue
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7.1.1 Salmon price 

In order to conduct a valid valuation, a thorough forecast of the salmon price is necessary as it is a 

significant driver of the revenue. The forecasted numbers are based on the findings in the strategic 

analysis and an econometric model which find a relationship between salmon price and change in 

demand and supply. Finally, we compare our results with the forward rates to check the reliability of 

our result. 

7.1.1.1 Econometric model 

Marine Harvest has presented a linear regression that shows the relationship between change in global 

supply and change in salmon price (Industry Handbook 2015, p 23). In the strategic analysis, we found 

that the demand is also a main driver of the salmon price change. Therefore, the demand growth has 

been added to the regression, to make the model more realistic. The input data can be found in 

appendix 12.   

In the process of modelling the regression, several different approaches were considered. The Marine 

harvest regression used the percentage change as the dependent variable, with percentage change in 

global supply as the explanatory variable. To develop this model, we included the percentage change in 

demand.  

The result showed a positive relationship between demand change and salmon price change, while 

supply change had the opposite relationship. However, the coefficient to supply change had an 

unsatisfactory p value, which implies that there is a possibility that the coefficient is equal to zero. We 

therefore decided to develop the model even further.  

A drawback with the method is that the dependent variable is percentage change of salmon price. We 

believe this is an unprecise variable as the percentage change is dependent of the absolute price from 

the previous period. For that reason, we decided to regress the absolute salmon price change against the 

percentage change in supply and demand. 
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Table 16 exhibits the coefficients and p values to the explanatory variables. We reject the null 

hypothesis for both variables as the p values are below 0, 05. The regression has a high R squared, but 

since this is a multiple regression we need to look at the adjusted. This is a better measure of fit, as it 

penalizes for adding more explanatory variables. The interpretation of the adjusted R
2 

is that the 

percentage change in demand and supply explains 88% of the variations of the variations in the salmon 

price. (Stock and Watson 2014 p 236) 

Because there is a strong relationship between demand/supply and salmon price, in addition to the high 

R
2
, we will use the output from the regression model to forecast the future salmon price. 

𝑨𝒃𝒔 𝒔𝒂𝒍𝒎𝒐𝒏 𝒑𝒓𝒊𝒄𝒆 𝒄𝒉𝒂𝒏𝒈𝒆 =  −𝟐, 𝟏𝟕 + 𝟎, 𝟒𝟒 ∗ 𝑫𝒆𝒎𝒂𝒏𝒅 𝒈𝒓𝒐𝒘𝒕𝒉 − 𝟎, 𝟑𝟔 ∗ 𝑺𝒖𝒑𝒑𝒍𝒚 𝒈𝒓𝒐𝒘𝒕𝒉  

7.1.1.2 Supply forecast 

Chile 

2016 

The coast in Chile has suffered from above average sea temperature in 2016 because of the El Nino 

weather phenomenon. This resulted in a deadly algal bloom in Chile that has affected 37 of the 415 

salmon farms operating in southern Chile (The Guardian 2016). According to different reports, the total 

loss in production was 100-120kt.  

2017 

The profitability of the firms impacted by algal bloom has been damaged, and lay-offs are required for 

many of the players. This will result to a delay in the recovery, and we believe therefore, that the 

growth in 2017 is 0%.  

 

R Square

Adjusted R Square

Coefficients P-value

Intercept -2,170151276 0,327054

% change in demand 0,443909793 0,002276

% change in supply -0,364162476 0,027968

0,880889668

0,851112085

Table 16: Result Salmon price regression
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2018-2021 

From 2017 until 2021 we have forecasted a steady growth with a production of 700kt in 2021. 

Norway 

2016 

As described in the strategic analysis the production volume in Norway is close to the capacity with the 

available licenses. In other words, the possibility to grow any further is limited in 2016. Due to several 

morality incidents due to debugging of sea lice, and a lower standing biomass than last year, we believe 

the production will decrease by 20kt in 2016.   

2017 

We have forecasted that the production from the “green licenses” issued in 2014 will come into effect 

2017, implying a higher growth that year. In 2015, the government offered salmon farmers the 

possibility to increase their maximum allowed biomass with 5% if the sea lice level do not exceed 0, 2 

adult sea lice per fish (Intrafish 2015). Because many districts still have difficulties with sea lice, there 

is a low probability that the whole industry will be able to fulfill these requirements. Based on the 

finding in the strategic analysis we have made calculations (appendix 13) that result in an increase in 

production with 59,62kt. 

2018-2021 

Every second year from 2017 an adjustment of 6% MAB will be considered based on the 

environmental status in each district. We believe that the sea lice issue is still a severe threat to the 

industry in 2017, implying that there will be regions where the growth is not sustainable. We expect the 

sea lice issue to be at the same level in 2017, and are therefore using the same probability factors when 

calculation the growth in MAB in 2017 and 2019. The output from the increased MAB will not come 

into effect before 2019. Assuming that half of the production from the green licenses is available in 

2015, the increase will be 28, 5 kt in 2018.  
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The government is currently evaluating 59 applications for R&D licenses, such as Marine Harvest’s 

“The egg”, and Salmar’s “Occean farming”. We assume that approximately 40 applications will be 

rewarded, and volume will be available in 2020 and 2021.  

Other 

Norway and Chile accounted for 80% of the total harvest in 2015. Since we do not have the necessary 

foundation to forecast every other country, we have decided to aggregate the supply, and assume a 

constant growth rate of 2 %. However, we believe that the volumes from land-based project will hit the 

market in 2021. Even though 4 of the 12 identified land based projects are in Norway, we have decided 

to include the planned 56,5kt in the aggregated other group. 

Conclusion Supply growth 

We believe that the industry will face a supply shock in 2016, due to a combination of the sea lice 

problems in Norway and algal bloom in Chile. The supply recovers in 2017 and the growth will be 

between 3% and 4% until 2020. A technological shift in 2021 will cause a huge supply growth in 2021. 

 

7.1.1.3 Demand forecast 

According to data from Atle Guttormsen, there has been demand growth in every region the last decade 

(Guttormsen, 2014). The world is continuing to demand more salmon, where new product innovation 

makes it easier to include salmon at the dinner table. Based on our calculation, (which is supported by 

the Norwegian Seafood Council) the yearly demand growth has been 13% (Norwegian seafood council, 

2016c). 

We believe that the strong demand will continue, but with a lower rate. We expect a lower supply 

growth, which will have a direct impact on the demand, as the price will go up. From the findings in 

Region 2015 2016 2017 2018 2019 2020 2021

Norway 1234 1214 1273,626 1302,132 1317,692 1358,59 1415,049

Chile 591 491 491 543,25 595,5 647,75 700

Other 475 484 492 501 510 519 585

Total 2300 2188,55 2256,88 2346,496 2423,326 2525,657 2699,714

Growth -4,85% 3,12% 3,97% 3,27% 4,22% 6,89%

Table 17: Supply Growth
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the strategic analysis, we assume that product innovation, health awareness, population and GDP 

growth and food trend will continue to drive demand upward. While customers concern about the seal 

lice problem will lead to a negative effect on the demand.  

Based on these findings we have calculated the global demand growth for the next 6 years      

(Appendix 14).   

 

7.1.1.4 Regression result 

By using the output from the demand and supply growth in the regression equation we get the 

following forecasted salmon price. 

 

7.1.1.5 Conclusion Salmon Price 

When determined the future salmon price, we have decided to consider the forward salmon price 

provided by Fish pool. Because of the uncertainties in both our regression model, and estimates in 

supply and demand, the forecasted salmon price will be more realistic when comparing with the 

forward prices. 

The table below show that the forward price deviates considerably from the regression model. Most 

noticeable is that the regression model does not affect the supply shock in 2016 with as much power as 

both the forward rates and other analyst predict. In addition does the forward salmon price assume a 

higher supply growth then we estimates. We strongly believe that the long term salmon price we 

continue to be above 42 in the years to come until 2021 due to shortage of production in the analytical 

period.  

2015 2016 2017 2018 2019 2020 2021

Growth in demand 7,07% 10,39% 7,41% 7,50% 6,30% 5,32%

Source: Compiled by authors

Table 18: Global demand 

2015 2016 2017 2018 2019 2020 2021

Percentage Growth in demand 7,07 10,39 7,41 7,50 6,30 5,32

Percentage Growth in supply -4,85 3,12 3,97 3,27 4,22 6,89

Salmon price absolut growth 2,73 1,30 -0,33 -0,03 -0,91 -2,32

Salmon price 42,09 44,82 46,13 45,80 45,77 44,86 42,54

Source: Compiled by authors

Table 19: Regression Salmon Price
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In order to balance the regression result with the forward price, the two different prices have weighted 

with different factors. Due to lack of information regard forward salmon price in 2022, we have 

forecasted the salmon price in the terminal year to 40 NOK.  

 

7.1.2 Harvest volume 

SalMar’s production has increased from 65kt in 2010 to 13,64kt in 2015. This represents a CAGR of 

16%. The company is now producing at nearly full capacity, suggesting that the only driver of growth 

is to increase the MAB. This can be completed either through acquisitions of licenses, issued licenses, 

increased MAB capacity per license or R&D projects. 

In this section, we will provide an analysis of the expected growth in each of the described harvest 

growth drivers.  

2016 

We have used SalMar’s guiding as a foundation to the forecast of the short term production. By 

comparing the historical differences between SalMar´s guided and reported volume, we can use this 

relationship to predict the harvested volume in 2016.  

 

2016 2016 2018 2019 2020 2021 2022

Regression Salmon Price 44,8244789 46,128164 45,80 45,77 44,86 42,54

Forward Salmon Price 55,04 50,79 44,60 39,00 39,00 39,00 na

Forecasted Salmon price 50,9537916 48,9252656 45,32 43,06 42,51 41,12 40,00

Source: Compiled by authors

Table 20: Forecasted Salmon Price

2013 2014 2015 Average

Guided 71 73 79

Reported 70,2 75,2 80,5

Diff -1,13% 3,01% 1,90% 1,26%

Guided 28 38 42

Reported 23,8 37,5 39,5

Diff -15,00% -1,32% -5,95% -7,42%

Guided 17 17 18

Reported 14,9 16,5 16,4

Diff -12,35% -2,94% -8,89% -8,06%

Source: Compiled by authors

Table 21: Segment

Rauma

Central

Northern
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As shown in table 21, both Rauma and Northern segment have historically been overestimated by 

SalMar, while central segment are slightly undervalued. When adjusting the SalMar´s guided 

production by the average differences, we have forecasted a production volume of 128,8kt in 2016. 

This is a 5, 54% decrease from 2014, which is aligned with the strategical analysis in terms of 

biological difficulties in Rauma and the central segment.  

2017-2022 

As described in section 4.1.1, the government has suggested a growth of 6 % each other year for 

companies that require certain environmental conditions. We believe that this system will result in 

fewer new licenses issuing in the future, implying zero government issued licenses in the forecasted 

period. By using the probability factors set in the supply analysis we have calculated an approximate 

growth of 3,3kt yearly, due to the MAB growth (Appendix 15). 

We assume that SalMar will not get any newly issued licenses, but we still estimate continued growth 

by acquisitions. Since 2011 the average acquired licenses have been 5.2, which are a very high number 

and the main reason for the extreme volume growth since 2011. Because the market already has been 

heavily consolidated, we assume the yearly acquired licenses will go down in the future. There is 

limited number of companies to buy from, and the other big firms are in the market also looking to 

grow. For that reason we have assumed increase of licenses of 2 each year, resulting in a yearly growth 

of 2,7kt.  

The directories of fisheries granted in 2016 eight R&D licenses to develop the ocean farming system 

described in the strategic analysis (SalMar, 2016). If everything goes according to plan, the project will 

add 7kt output in 2018 (Undercurrent, 2016).  

When calculating the forecasted volume for each growth driver, we end up by the following forecast. 

The growth in 2022 equals the growth rate of the terminal period of 2,5%. 

 

2015 2016e 2017e 2018e 2019e 2020e 2021e 2022e Average

Harvest volum 136400 128844 134786 147784 153840 159954 166129 170281,8

Growth -7556 5941,919 12998,18 6055,628 6114,303 6174,229 4153

Percentage growth -5,54% 4,61% 9,64% 4,10% 3,97% 3,86% 2,50% 3,44%

Source: Compiled by authors

Table 22: Harvest volume
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When comparing with the historical period, we notice that the yearly average growth is estimated to be 

significantly lower than the historical growth. This is because of the limited growth due to production 

at almost full capacity. In addition, the Norwegian industry is not allowed to grow unless they solve the 

sea lice problem, and the possibilities for acquisition are getting lower. 

7.1.3 Revenue 

The financial analysis gave us an insight in how much the harvest volume and salmon price did affect 

the net revenue. We found that the net revenue per kilo was on average 1, 3 higher than the actual 

salmon price per kilo. In order to estimate the future revenue, we have decided to multiply the factor 

with the product of salmon price and harvest volume. By using this relation, we have forecasted the 

following net revenue for SalMar. 

 

The conclusion is that we believe that the revenue for 2016 will increase significantly due to a deep rise 

in salmon price. In the following period, the slight increase of harvest volume will be of balanced by 

the forecasted decrease in salmon price.  

7.1.4 Expenses 

7.1.4.1 Cost of goods sold per kg 

We detected in the financial analysis that the cost of goods sold per kg have increased the past years. 

The cost related to fish feed is the most important driver, and have had an unbeneficial development for 

salmon farming firms in the recent years. As described in the strategic analysis the prices of fishmeal 

and fish oil have increased dramatically since 2011. The implications of the El Nino outbreak in 2014, 

in combination with a very weak Norwegian currency resulted in a record high fish feed levels in 2015. 

Because the fish feed companies have started to change the commodity composition in the fish feed, 

with a smaller amount of the expensive marine content, we believe the fish feed will be less expensive 

2015 2016e 2017e 2018e 2019e 2020e 2021e

Harvest volume 136400 128844 134786 147784 153840 159954 166129

Salmon Price 42 51 49 45 43 43 41

Revenue 7.326.200 8.534.640 8.572.790 8.706.935 8.611.781 8.840.520 8.881.095

Growth 16,49% 0,45% 1,56% -1,09% 2,66% 0,46%

Source: Compiled by authors 

Table 23: Net Revenue 
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in the future. However, an increase use of functional feed and medicine feed will drive the price in the 

opposite direction. 

When considering the foreign exchange rate aspect of the price, we believe that the Norwegian kroner 

will not impact the price in either direction. The Norwegian economy are in a down period, suggesting 

that the interest rates will continue to be low. 

We therefore conclude that the cost of goods sold will be 25 per kg in the forecasting period. 

7.1.4.2 Payroll cost per kg 

The growth in payroll cost per kg is estimated to decrease, as the payroll cost association with the lice 

problem will vanish when it is solved. The competition from oil and offshore is also expected to 

become smaller in the future, implying a lower salary. In addition, we believe that technological 

innovation such as ocean farming will lead to fewer employees due to automated processes. We 

conclude with an average payroll cost per kg of 6 in the future.  

7.1.4.3 Other operating cost per kg 

The operating costs will continue to be at high level, as long as the industry does not have solved the 

sea lice problem. In the short run, we assume that the industry not will improve noticeably in this part. 

However, when the ocean farming project becomes efficient, the operating cost might decrease. We 

have projected an operating cost of 9, 5 in 2016 and 2017, before it drops to 8, 5 in the following years.   

7.1.4.4 Loss/income from associated companies 

Historically, SalMar have received a good return on their investments in associated companies. Of the 

companies listed in SalMar’s balance sheet in 2010, Norskott AS is the only remaining associated 

company. However, we believe that Norskott will continue to grow, and SalMar might invest in other 

firms in the future. Because of the difficulties in predicting the future income from associated 

companies, we have used the 2015 result as foundation, and assumed a growth similar to the growth in 

the “investment in associated companies”. This forecast is described in section 7.2.2.3. 

7.1.4.5 Depreciation 

The historical depreciation rate is 5%, but with an increasing trend. The last 4 years, the depreciation 

has increased with 0, 2 percentage point each year. Since SalMar have different assets with different 
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economic life, the composition of assets with shorter life time increases the depreciation rate. The 

company is assumed to invest more in plant, operating equipment in the future, and we have therefore 

forecasted a depreciation rate of 6%. 

7.1.4.6 NBC 

As described in the profitability analysis, we should interpret the NBC with care. The historical 

numbers have been affected by gains of sale. When not including the outliner years, the net borrowing 

cost has been 5, 5%.  This has been set as the projected net borrowing cost.  

7.2 Pro forma: Balance sheet  

Uncertainties in the future makes it complicated to make a definite opinion on the individual line items 

in the financial statement in the distant future. Due to our long budget period we consider it most 

appropriate to focus on value drivers that are central above single items and the forecast will therefore 

be presented on an aggregated level. This approach is made because the accuracy of the information 

tends to decrease the longer into the budget period we are. Some elements from the annual report 

regarding the future is not always closely described nor following a linear trend, and a aggregation of 

these is therefore suitable (Plenborg 2012, p 187) 

When forecasting the balance sheet items, the drivers will mainly be based on historical values relative 

to the production volume to make consistency in the model. (See appendix 16 for full calculations) 

7.2.1 Net Working Capital  

Net working capital is closely related with SalMar´s operations, and is defined as total current 

operating assets less accounts payable and operating liabilities. These items have followed a linear 

growth compared to production volume throughout the historical period. NWC has varied from 8, 20-

18, 27, with an average on 12, 84. We observe a high NWC in 2013, and this is mainly due to the 

significant increased inventory that year.  

 

2009 2010 2011 2012 2013 2014 2015 Average 

Production Volume 64.300 65.000 93.000 102.600 115.000 141.000 136.400

Net working capital 527.563 814.694 902.147 1.357.465 2.101.078 1.983.100 1.893.429 1.368.497

Net Working Capital  per kg 8,20                  12,53                9,70                  13,23                18,27                14,06                13,88                12,84

Source: Compiled by Authors

Table 24: Historical NetWorking Capital 
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The NWC per kg Salmon in the budget period is based on historical average, which we think is an 

appropriate outlook. The yearly NWC is calculated by multiplying NWC per kg with the fore casted 

production volume.  

 

7.2.2 CAPEX 

The capital expenses are the sum of tangible and intangible assets and investments in associated 

companies. Tangible assets are mainly total property, plant & equipment, and intangible assets are 

licenses and goodwill. Investment in associated companies is mergers and acquisitions within the 

industry.   

 

In the table above we observe the historical trend of CAPEX between 2009 and 2015. The level of 

SalMar´s Capex has been relative stable over the period, except from 2010, where they invested 

heavily in the fish farm; InnovaMar. We consider the investments in InnovaMar in 2010 as non-

recurring and have therefor excluded this year when calculating the value driver with both volume and 

per kilo average. With a CAPEX over 21.74 Norwegian kroner per kilo in the competent year, the 

average seems too high compared with our thoughts when predicting future CAPEX. In the following 

the three different balance items linked to CAPEX will be forecasted separately, and later combined 

and summed up as budgeted CAPEX.   

7.2.2.1 Tangible assets 

The Tangible assets is defined as total investment in property, plant & equipment plus other receivable 

(SalMar, 2014). This balance item is forecasted to increase in the budget period, as SalMar will 

purchase new licenses and increase their production capacity. Investment in plant & equipment and 

2016 2017 2018 2019 2020 2021 2022 Average 

Production Volume 128.844 134.786 147.785 153.840 159.954 166.129 170.282

Net working capital 1.654.465 1.730.765 1.897.683 1.975.434 2.053.943 2.133.235 2.186.566 1.947.442

Net Working Capital  per kg 12,84             12,84          12,84         12,84            12,84           12,84          12,84             12,84

Source: Compiled by Authors

Table 25: Budgeted Net Working Capital 

2009 2010 2011 2012 2013 2014 2015 Average 

Tangible and intangible assets, ultimo 1.955.888 3.464.602 3.967.022 4.356.904 4.730.945 5.453.332 5.960.023

Depreciation 78.178 95.630 132.543 170.168 225.820 278.164 321.449

Tangible and intangible assets, primo 0 -1.955.888 -3.464.602 -3.967.022 -4.356.904 -4.730.945 -5.453.332

CAPEX 0 1.413.084 369.877 219.714 148.221 444.223 185.242 463.393,50

Capex per kg -                   21,74                3,98                  2,14                  1,29                  3,15                  1,36                  2,38

Source: Compiled by Authors

Table 26: Historical CAPEX
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biomass is costly, and according to the Marine Harvest handbook is the estimate on cost equipment 

between 7, 5-8, 75 million per license (Industry Handbook 2015, p 49). Without investing in tangible 

asset, SalMar´s growth will encounter a limit in size, and therefore the CAPEX level will depend on the 

capital intensity.  

Over the historical period the average tangible assets per kilo is 13, 84 kilo. We consider this to be too 

low when budgeting the first years of tangible assets, and will forecast the asset to be 20 the first year 

which are near to last year ratio, and then scale down linearly toward the terminal period. We multiply 

this with the predicted production volume in the budget period to estimate the total tangible asset.  

7.2.2.2 Intangible assets  

The intangible assets consist of licenses and Goodwill. As we have mentioned, the growth in the future 

will subside in some way due to less granting of licenses in the future. Investments in licenses has over 

the historical period had an average percentage of 77, 5 % of total intangible assets, and is therefore 

important to forecast in a reasonable way, to get a fair value of the CAPEX in the future. Goodwill in 

SalMar’s situation is settled as the value of the price of an acquired company exceeds the book value of 

the company being purchased. The annual report and other articles do not provide any clear future 

thoughts regarding acquisition candidates, and we will hold goodwill at a historical constant level in the 

budget period. The average includes a period of acquisitions and associated cost, and we think that the 

budget period will follow a trend where SalMar is expanding, but with slightly lower intensity due to 

the upcoming phase we consider as mature. In 2016 we estimated the production volume to decrease, 

and therefore the intangible assets per kilo need to bet sat higher in this particular year. The budget 

intangible assets are estimated to be average at 21, 27 in 2017, and slightly decrease in the following 

budget years to 19, 27 kroner per kilo.  

7.3.2.3 Investments in associates 

The investment in associated companies is acquisitions of shares in companies within the industry 

SalMar’s is operating in. When forecasting the investment in associated companies a historical average 

is assumed to be a good prediction for the future. With a positive development in terms of production 

volume in the future, we find it highly likely that SalMar continue to invest in other farming companies 

or providers of fish food, equipment etc. However between 2010 and 2013, SalMar had considerable 
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shares in Bakkefrost. This has affected the historical average, and we consider it to be too high, due to 

the fact that SalMar sold out in 2013.The estimated investments in associates is sat to be on average 5 

kroner per kilo, excluding 2010-2013. 

7.2.2.4 Conclusion CAPEX 

The CAPEX both in total and per kg Salmon is based on the analysis above, and is summarized in the 

table 26 below. We expect a higher sum of tangible and intangible assets and investment in associated 

in 2016 than in 2015.  This is due to statements from SalMar that they will invest in Smolt facilitates, 

which we assume will increase the amount of CAPEX in the budgeted years (SalMar 2015).The 

historical average CAPEX  is high due to investments in InnovaMar which we considered as a one-time 

event which implies a lower average in the future. Although, we think the potential MAB increase, 

R&D, and the planned Smolt facilities will result in potential investments in the forecast period, and 

therefore the CAPEX is estimated approximately at historical average.  

           

 

7.2.3 Net interest bearing debt (NIBD) 

SalMar´s average net interest bearing debt has been 38, 1% in the historical period.. It has been relative 

stable over the period, except from 2013, where they had significantly higher cash and cash equivalent 

then the other years. This is due to generated profits after selling Bakkafrost, which resulted in a 

positive cash flow that year. We assume a NIBD of 38, 1% in the future, as we believe it will converge 

to the average 

 

 

2016 2017 2018 2019 2020 2021 2022 Average 

Tangible and intangible assets, ultimo 6.090.354 6.101.656 6.246.872 6.348.977 6.521.325 6.690.015 6.857.265

Depreciation 326.768 325.664 330.477 334.787 343.293 351.562 360.351

Tangible and intangible assets, primo -5.960.023 -6.090.354 -6.101.656 -6.246.872 -6.348.977 -6.521.325 -6.690.015

CAPEX 457.099 336.965 475.693 436.891 515.641 520.252 527.602 468.840,79

Capex per kg 3,55               2,50            3,22           2,84              3,22             3,13            3,10               3,08

Source: Compiled by Authors

Table 27: CAPEX Forecasted 
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7.3 Budget control 

In this section we will evaluate if the budgeted performance that supports the estimations underlying 

the pro forma income statement and balance sheet is achievable. We have therefore conducted a figure 

that compares current and historical performances with our budgeted ratios. If the budgeted numbers 

varies a lot from historical, it should underlie a good explanation why. 

ROIC is as we know the measure of overall profitability of SalMar´s operations, and is recommended 

to apply in this purpose. The ROIC of SalMar fluctuates between 7-22% in the historical period, with 

an average of 19%. With our estimates on the Salmon price, it is reasonable to assume a budgeted 

ROIC that will increase the first years, and then stabilize and move towards a sustainable level. With an 

average salmon price 10 kroner higher in the budget period than in the historical, a higher future 

average in ROIC is reasonable to predict.  

 

Due to the fact that Profit Margin is an important component in the DuPont, we have compared this to 

ROIC in the figure above. The historical average has been 17%, and in 2012 we find the lowest PM of 

the period. In 2013, the market was affected by an increase in the salmon price, and stabilized the ratio 

at a level that we consider reasonable for future periods. As at the previous key figure, the PM ratio is 

estimated to increase in the early years of the budget period due to high salmon price, and then stabilize 

from 2019 – 2022. The two key ratios follow each other, and we believe there is a high validity in our 

budget 

 

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Profit Margin 25% 14% 8% 20% 20% 16% 26% 24% 22% 20% 19% 17% 16%

ROIC 24% 11% 7% 19% 20% 15% 28% 27% 25% 21% 20% 18% 16%
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Source: Compiled by authors 

Figure 42: historical and budgeted PM and ROIC 
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8.0 Valuation 

In the following section we will do a company valuation of SalMar based on inferences made from the 

strategic and financial analysis, and the forecasting. To make valuation as good as possible we have 

chosen to concentrate on the two methods that are considered the most reliable, valid and the most 

common, which is absolute and relative valuation (Petersen, Plenborg, 2012 p, 212). The main target to 

an absolute valuation is to estimate a fundamental value of SalMar. The absolute valuation is a net 

present value method and uses a discount factor to discount future cash flow. We have conducted two 

different models within the absolute valuation to exclude calculations errors, discounted cash flow 

(DCF) and Economic value added model (EVA). The next approach is a relative valuation, which 

specifies SalMar’s enterprise value relative to other firms that is comparable. By using multiples in a 

relative valuation we are able to evaluate SalMar in a wider context by comparing against its closest 

competitors. 

Throughout this thesis we have tried to contain an objective perspective. However, the value drivers sat 

to effect the budget period is characterized of subjective assumptions, and we will therefore imply a 

sensitivity analysis to provide the reader with different scenarios. The result from different scenarios 

might depart from our assumptions, and whether it is relevant or not, depend on the different 

stakeholder’s assessment to input variables.  

8.1 Estimating weighted average cost of capital (WACC) 

To evaluate SalMar´s value it is appropriate to find a reasonable discount rate.  We will further use the 

discount rate known as WACC in the fundamental valuation when discounting future cash flows, to 

estimate the equity value of SalMar.  

WACC is equivalent to the weighted average cost of capital and includes the demanded rate of return 

from both investors and creditors holding equity and debt, which reflects the risk of future cash flows. 

The following formula is used to calculate WACC, and we will briefly describe the calculations of the 

most important parts of the formula. 

𝑾𝑨𝑪𝑪 =
𝑬

𝑽
∗ 𝑹𝒆 ∗

𝑫

𝑽
∗ 𝑹𝒅 ∗ (𝟏 − 𝑻𝒄) 



- 94 - | P a g e  
 

8.1.1 Required return on equity (re) 

The first step to estimate the rate of return is to compute the return on equity. It exist more than one 

theoretical framework, and we have chosen to use literature from Plenborg, recommending the general 

CAPM model (Petersen, Plenborg, 2012 p, 249). SalMar operates with only on single class of equity, 

and we have therefore estimated one return on equity. To estimate the CAPM we have to calculate risk 

free rate, beta, risk premium, required rate on debt, tax rate and capital structure.  

𝐄(𝐑𝐢) = 𝐑𝐟 + 𝛃𝐢 ∗ [𝐑𝐦 − 𝐑𝐟] 

8.1.2 Estimating the risk-free rate (rf) 

Risk free rate expresses the return an investor can get without incurring any risk. Usually, a 

government bond is used as a proxy for the risk-free rate, when the underlying assumption is that a 

government bond is risk free. Inflations might be a problem, and it is therefore important that the 

government bonds is expressed in the same currency as the company´s underlying cash flow  (Petersen, 

Plenborg, 2012 p, 249). SalMar´s cash flow and share price is provided in NOK, thus we are using 

Norwegian government bonds as a proxy for the risk free rate. Norway has today a government rating 

of AAA given by rating agencies like S&P Rating and Moody´s rating. This implies that the risk of a 

breach or default in bond provided by the government does not exist. For valuation purposes it is 

preferable with long term bonds to prevent and eliminate inflation issues. 30-year government bond 

would be the best to match the cash flow, but contains a substantial liquidation premium, which affect 

the interest rate. (Petersen, Plenborg, 2012 p, 249). We have therefore used a 10-year government bond 

at 1, 22%, 1.04.2016 

8.1.3 Estimation of systematic risk (β)  

According to the CAPM formula the systematic risk (beta) drives the stock´s expected return, and 

indicates how volatile investments is compared to the market. Beta cannot be observed directly, and we 

will therefor estimate its value (T. Koller et al. Fifth edition p, 249). The greater the beta is, the more 

investors require in compensation for investing in the company. A beta that equals zero is a risk free 

investment and a beta less than 1 represents an equity investment with a systematic risk less than the 

market portfolio. To get a solid estimate on beta as possible, we have done four different analyses and 

used the average to get rid of measurements errors.  
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8.1.3.1 Regression beta 

As SalMar is listed at Oslo Stock Exchange we have conducted a regression analysis of SalMar´s 

historical share prices relative to Oslo Stock Exchange Benchmark Index (OSEBX) as the explanatory 

variable.  The analysis period is sat to 5 years with monthly observations as this is the most common 

interval among practitioners. The regression requires a long time series of historical observations to 

eliminate bias, and should consist of at least 60 data points (Petersen, Plenborg, 2012 p, 253, T. Koller 

et al. Fifth edition p, 250). The regression analysis shows a raw beta of 0,758 that is based on the 

observed relationship between the return from the securities and the index return. According to 

Bloomberg a security moves toward the market average over time, and have developed a formula du 

adjust (Smoothing) the beta.  The Adjusted beta of SalMar based on the regression raw beta is 0,838 

(T. Koller et al. Fifth edition p, 257)  

 

 

The beta of 0,838 is levered and is affected by SalMars´s capital structure over the historical period. To 

improve the results from the regression we calculate the unlevered beta by adjusting the effect of 

SalMars´s historical debt/equity ratio. Then we relevered the unlevered beta with the target capital 

structure which give us a beta equal to 0,841 (See appendix 17 for details of the Capital structure)  

y = 0,758x + 0,0192 
R² = 0,1262 
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Figur 43: Regression Beta - SalMar 

Source: Oslo Stock Exchange / Compiled by authors  
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8.1.3.2 Fundamental beta 

Throughout the strategic and financial analysis we have gained a deep understanding of the underlying 

value drivers and knowledge of the SalMar in general. We have used this information to estimate an 

alternative beta based upon SalMar´s operating and financial risk to define their overall risk profile. 

The total risk is sat to be moderate and the fundamental beta therefore equals to be 0,881. The 

fundamental beta has been relevered the same way as the regression beta. The complete analysis can be 

seen in Appendix 18  

8.1.3.3 Beta from peer group 

To improve accuracy in the beta estimates an analysis of the comparable firms in done.  We estimate 

the beta values in the same way as in the regression section. Similarly we have adjusted the raw beta´s 

and unlevered them based on debt/equity ratio to each comparable firm. The average beta from peer 

group is estimated to be 0,885, and when relevered with the target capital structure the beta equals to be 

1,052. The regressions can be seen in appendix 19. 

 

8.1.3.4 Industry beta 

The last method estimates a beta by looking at the industry in general. The companies in the same 

industry are facing the same type of operational risk, and should therefore intuitively have the same 

operational beta´s.  Per January 2016, Damodaran estimates an industry unlevered beta at 0, 72 based 

on 89 firms in the sector “Food Processing” (Damodaran, 2016). This gives an adjusted beta equal to 0, 

81, and relevered to be 0,856 based on the target capital structure.  

Out of the four analyses to estimate beta, we have chosen to use a beta of 0,909. This estimate will be 

used in further analysis, as we believe this beta value reflects the risks associated with company.  

Peers Regression Unlevered  

Marine Harvest 0,989 0,8716

Lerøy Seafood Group 0,974 0,8723

Grieg Seafood 1,201 0,9108

Average 1,055 0,885

Source: Compiled by authors

43,71%

26,06%

Table 28 Beta Peers

D/E ratio  in the period

18,43%

16,05%
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8.1.4 Market portfolio risk premium (Rm-Rf) 

Investors demand a return that is higher than the risk-free rate. The market portfolio risk premium is 

defined as the difference between expected market return and the return from risk-free investments. 

The risk premium can be determined in to ways; Ex-post approach and ex-ante approach. Ex- post 

approach seems most relevant, and analyses the difference between the historical risk –free returns and 

the historical return from OSEBX. To get the best result it should be based on date from the past 50-

100 years (Petersen, Plenborg, 2012 p, 263). Since we don’t have historical data from that timeframe, 

we have used estimates from known books, and analysts. If we refer to Koller the Premium is between 

4.5-5.5 % (T. Koller et al. Fifth edition p, 242). According to Damodaran most recent analysis updated 

January 2016, the estimate gives a total risk premium for Norway at 6% (Damodaran, 2016). This level 

is supported by the report from PWC and Fernandéz et al (2013) (PWC, 2013) Based on these sources, 

we estimate the Market risk premium to be 6% 

8.1.5 Liquidity premium  

The CAPM model can be modified by adding a liquidity premium in the end of the calculations. A 

liquidity premium is added to adjust the required rate of return for lack of liquidity. The lack of 

liquidity refers in general to problems and costs linked to converting stocks or assets into cash. In 

situations where this is a huge problem investors add a liquidity premium of up to 3-5%. The report 

from PWC – “The Norwegian Market Risk Premium 2013 and 2014” reveals that 83 % of the 

responders apply a stock premium (PwC (2013): “The Norwegian market risk premium 2013-2014 p 

14). The report also stated that around 40% of the answering firms use a premium on 0-2%. This is for 

companies with a capitalization over 5 billion. Based on the research above, we adjust the CAPM with 

a liquidity premium equal to 1, 5% 

Estimated beta Adjusted Unlevered Relevered

Regression 0,8388 0,7072 0,841

Peers 1,0549 0,8849 1,052

Fundamental method 0,8881 0,7487 0,890

Industry 0,8100 0,7200 0,856

Average 0,8980 0,7652 0,910

Source: Compiled by authors

Table 29: Beta Overview
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8.1.6 Return on debt 

The interest rate on debt reflects creditors required return for funds lending to companies. The rate 

depends on the financial and operational risk, and can therefore differ from firm to firm. The return on 

debt is calculated by adding the risk free rate to the credit spread. The credit spread is based on a credit 

rating that the company receives (Petersen, Plenborg, 2012 p, 265). We have used two approaches to 

the credit rating to get a better estimate and a less biased result. Based on different financial ratios for 

our historical period, we have constructed a credit rating (Petersen, Plenborg, 2012 p, 291).  The total 

credit rating is summarized below, and total calculations are in appendix 20 

 

Table 30: Credit rating  

Year 

 

2010 2011 2012 2013 2014 2015 

Rating  

 

BB- B A A AA A- 

Source: Compiled by authors / (Petersen, Plenborg, 2012 p. 29) 

 

Based on the average rating from each historical year, SalMar has a credit rating of A-. This implies 

that the rating can be converted into a credit spread from 0, 8- 3, 6% (Petersen, Plenborg, 2012 p.  291). 

The wide range inside the spread is an indication that spreads is changing and not constant over time. 

By comparing our result with Damodaran´s analysis of large manufacturing companies, the spread is 

between 3, 25 and 4, 25% for companies with the same credit risk profile. Based on our estimates 

adjusted with Damodaran´s analysis, the best estimate for the credit spread is 3, 6%. After adding the 

risk-free rate of 1, 22%, the required rate on debt equals to 4, 82 %  

8.1.7 Tax rate 

WACC, and the free cash flow need to be calculated based on the appropriate tax rate. SalMar operates 

essentially in Norway, and have all outstanding debt in NOK. In the financial analysis we used the 

marginal tax rate when calculating the NOPAT, when the effective tax rate gave non consistent results. 

To keep consistency throughout the theses, the marginal tax rate in Norway is used as a proxy of 

SalMar´s Tax- rate. The tax rate equals 27% 
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8.1.8 Capital Structure  

Capital structure refers to the way a company is financing the assets, through a combination of equity 

and debt. (Petersen, Plenborg, 2012 p, 462). For future periods we consider the capital structure as 

constant, when estimating the cost of capital. Due to the fact that WACC represent expected return on 

an alternative investment with the same risk, the capital structure should be based on market values of 

equity and debt (T. Koller et al. Fifth edition p, 235-237). WACC represents the minimum return that a 

company must earn in an existing asset base to satisfy its debt holders, owners and other providers of 

capital. 

When estimating the target capital structure to SalMar, we use a combination of three approaches by: 

(T. Koller et al. Fifth edition p, 266) 

 Estimating SalMar’s current capital structure, based on market values.  

 Evaluating the capital structure to the peer group/Comparable firms 

 Review the management approach to financing and implications this have for the capital 

structure.  

8.1.8.1 Estimating SalMar´s current capital structure 

For the equity, the market values are used. This is found by multiplying the share price with the 

numbers of shares outstanding (T. Koller et al. Fifth edition p, 268). SalMar do not have observable 

market values of debt, and we therefore use the net interest bearing debt which is at book value. In 

most situations this gives a fair approximation of the current market value. For completely calculations, 

see appendix 17.  
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Source: Oslo Stock exchange, Annual reports/ Compiled by authors 

Figure 44: Equity Ratio - SalMar 
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Detected from the figure above, SalMar has historically kept a high level of equity ratio. The ratio has 

in the period from 2009-2015 varied from 49-83%, with an average on 74.49%. From 2010-2011 the 

equity ratio considerably dropped, which is due to a significant drop in the market value of equity at 

that particular point, in a combination with a slightly higher debt.  

8.1.8.2 The Management approach to financing.  

According to SalMar´s annual report, the firm does not have any specific target equity ratio, but they 

monitor the ratio by taking the creditors covenants into consideration (Annual report 2014, p. 86).  The 

covenants are based on accounted equity ratio and the relationship between net interest bearing debt 

and EBITDA.  This implied that the creditors play an important role regarding the equity structure. The 

management does not comment further on the target capital structure. We will therefore look at the 

comparable peers in the industry to predict the target equity structure.  

8.1.8.3 Capital structure to the peer group  

As we can see from figure 49 it exist a certain trend and a correlation between the companies in the 

peer group. The drop in 2011 concerned all the companies, and can be explained by the increasing 

supply in the salmon industry. This caused problems concerning the market balance, and the companies 

had to reevaluate their production plans. The ripple effect was a fall in share price throughout the peer 

group (DN, 2011) 

The total average of the equity ratio has been 74, 08% historically. Grieg Seafood is as we see far 

below Lerøy and Marine Harvest. 

SalMar is at a level in the middle. 

We find it reasonable to use the 

average to predict target capital 

structure, when the peer’s average 

reflects SalMar´s historical structure. 

It seems that equity ratios are 

following a cyclic pattern, where the 

companies decrease the debt ratio in 

positive times and the opposite in negative times.  We expect that the historical capital structure is 

20%
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representative for the target structure and will use the average equity ratio based on peers in the 

forecast.  

8.1.9 Conclusion WACC 

The estimated WACC based on the calculation that sum up the CAPM is sat to be 6,727%. See 

Appendix 21 for calculations. 

8.2 Discounted Cash flow (DCF) 

The first method within the absolute valuation is the discounted cash flow model.  DCF estimates the 

enterprise value by determine the present value of future cash flows. According to the model, the free 

cash flow to the firm and WACC affect the market value of the company (Petersen, Plenborg, 2012 p, 

216). The WACC is already calculated and we use a WACC of 6,727%. The free cash flow is 

illustrated in Table 28 and the calculations are a result of the pro forma income statement and balance 

sheet. FCFF is positive throughout the budgeted period, but with decreasing trend. This is due to the 

falling NOPAT as a result of combination of the salmon price and cost of sales. Net working capital is 

increasing each year, which implies that SalMar ties up capital in line with the assumptions taken in 

earlier sections.  

  

The Estimated enterprise value is 27, 1 billion Norwegian kroner and is the total value of the future 

cash flow to shareholders. After withdrawn the net interest bearing debt the estimated market value of 

SalMar´s equity it 24, 5 billion Norwegian kroner. With a number of outstanding shares of 113, 3 

million the estimated value per share in 215,934. This share price gives a potential upside equal to 

almost 6, 5%, and we consider SalMar to be underpriced.  

Cash flow statement 2016 2017 2018 2019 2020 2021 2022

NOPAT 2.212.511    2.066.949    1.941.934    1.698.290    1.686.406    1.535.690    1.392.770    

Depreciation 326.768       325.664       330.477       334.787       343.293       351.562       360.351       

Change in net working capital -238.964     76.300         166.918       77.751         78.509         79.292         53.331         

CAPEX 457.099       336.965       475.693       436.891       515.641       520.252       527.602       

Free cash flow to firm (FCFF) 2.321.144    1.979.347    1.629.800    1.518.433    1.435.549    1.287.708    1.172.188    

Net financial items -143.431     -161.156     -162.979     -169.474     -173.216     -178.436     -182.897     

Tax on net financial items -38.726       -43.512       -44.004       -45.758       -46.768       -48.178       -49.382       

Change in NIBD 324.573       33.379         118.932       68.530         95.583         94.488         84.047         

Free cash flow to equity holders (FCFE) 2.463.561    1.808.058    1.541.748    1.371.732    1.311.148    1.155.582    1.023.957    

Dividends -2.463.561  -1.808.058  -1.541.748  -1.371.732  -1.311.148  -1.155.582  -1.023.957  

Source: Compiled by Authors   

Table: 31
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The DCF model is easy to use, and gives a good indication on the share price. We have also estimated 

the enterprise with EVA model to overall credibility and to detect errors in our spreadsheet.  
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8.3 Economic Value Added (EVA) 

The second method conducted is the Economic value added (EVA) which estimates the enterprise 

value by finding the investing capital plus the present value of all future EVA´s (Petersen, Plenborg, 

2012 p, 220).  

The EVA is provided to get a better understanding of how SalMar is value creating to its shareholders, 

by stating the cost of capital in a separate line, and using NOPAT adjusted for capital costs. The model 

is considered as two staged and consist of three terms: Invested capital from last fiscal year, present 

value of EVA in the budget period, and the present value of EVA´s in terminal period (Petersen, 

Plenborg, 2012 p, 220). The table below shows the complete EVA calculations 

Terminal growth 2,5%

Discounted cash flow model 1 2 3 4 5 6 7

FCFF 2.321.144            1.979.347  1.629.800   1.518.433   1.435.549   1.287.708  1.172.188   

WACC 6,728% 6,728% 6,728% 6,728% 6,728% 6,728% 6,728%

Discount factor 0,937 0,878 0,823 0,771 0,722 0,677 0,634

Present value, FCFF 2.174.830            1.737.675  1.340.615   1.170.277   1.036.656   871.278     743.122      

Present value of FCFF in forecast horizon 8.331.331            

Present value of FCFF in terminal period 18.760.452          

Estimated enterprise value 27.091.783          

Net interest-bearing debt -2.626.412           

Estimated market value of equity 24.465.371          

Number of shares outstanding 113.300               

Value per share in NOK 215,934
Source: Compiled by authors

Table 32
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The estimated value per share is exactly the same as the one we found in the DCF. This is in line with 

the theory, and we have calculated without errors. We observe that the present value of EVA in the 

terminal period is 47% of estimated enterprise value, which is less than terminal value FCFF in DCF 

model. The difference is due to the fact that EVA is implying investing capital as a starting point, and 

most of the value is located in the historical invested capital. EVA states when a company is traded 

below or above the book value of invested capital (Petersen, Plenborg, 2012 p, 221). According to the 

EVA model, SalMar is creating value to its shareholders.  

 

 

Terminal growth 2,5%

Economic Value Added (EVA) model 1 2 3 4 5 6 7

NOPAT 2.212.511            2.066.949  1.941.934   1.698.290   1.686.406   1.535.690  1.392.770   

Invested capital, beginning of period 7.853.452            7.744.819  7.832.421   8.144.555   8.324.411   8.575.268  8.823.250   

WACC 6,728% 6,728% 6,728% 6,728% 6,728% 6,728% 6,728%

Cost of capital 528.349               521.040     526.934      547.933      560.033      576.910     593.593      

EVA 1.684.162            1.545.909  1.415.000   1.150.357   1.126.373   958.781     799.177      

Discount factor 0,937 0,878 0,823 0,771 0,722 0,677 0,634

Present value of EVA 1.578.001            1.357.158  1.163.928   886.596      813.390      648.722     506.647      

Invested capital, beginning of period 7.853.452            

Present value of EVA in forecast period 6.447.795            

Present value of EVA in terminal period 12.790.536          

Estimated enterprise value 27.091.783          

Net interest-bearing debt -2.626.412           

Estimated market value of equity 24.465.371          

Number of shares outstanding 113.300               

Value per share in NOK 215,934

Source: Compiled by authors

Table 33
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8.4 Relative Valuation 

To ensure validity of our DCF and EVA valuation result we have conducted a relative valuation by 

applying multiples. If the comparable firms were identical, their multiples would match perfectly. 

Because this is not the case in practice, the usefulness of a multiple depends on the nature of the 

difference between firms expected future growth, profitability and risk (Berk 2014, p 291). The 

multiplies that are used in this section are P/E, EV/EBITDA and EV/EBIT. The P/E ratio is chosen as it 

one of the most used ratios among analyst, where it describes how many years it takes an investor to 

get back their investment. The two other multiples are used as it mitigates the problem with different 

capital structure among the comparable firms. When leverage is introduced, the earnings per share 

increase, resulting in an incomparable ratio if the capital structure differs considerably. This problem is 

cleared when introducing the EV multiples, as they does not depend on capital structure.  

For valuating purposes the estimated forward multiples are preferred, as we are most concerned about 

future earnings (Berk 2014, p 289). For that reason, we have used Bloomberg as the provider of the 

expected multiples to yield the most accurate result possible. In addition, the average multiple from the 

comparable firms are estimated by harmonic means, as it avoid the impact of extreme values (Petersen, 

Plenborg, 2012 p.  234). 

Bloomberg does not provide any ratios on Cermaq, as they went private in 2013. To get a broader 

comparable firm analysis, we decided to introduce multiples from Bakkafrost and Norwegian Royal 

Company as well. The table below summaries the result from the calculations: 

Table 34 

Table 34 

    P/E EV/EBITDA EV/EBIT 

Marine Harvest 13 9,2 11,3 
Grieg Seafood 8,4 6,4 7,8 
Lerøy seafood 11,3 7,9 9,4 
Norwegian Salmon company 11,5 8,6 9,6 
Bakkafrost 14,3 10,4 11,6 
Aretmethic mean 11,7 8,5 9,94 
Harmonic mean 11,32880382 8,27868235 9,7379091 

Salmar share price 203,0139884 219,290039 234,44864 

Source:Bloomberg/Compiled_by_authors 
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8.4 Sensitivity Analysis 

To complete a satisfactory fundamental valuation, a sensitivity analysis is constructed. Sensitivity 

analysis examines how sensitive SalMar is to the key value drivers, by changing them relative to 

changes in WACC (Petersen, Plenborg, 2012 p.  241). The key value drivers are based on previous 

findings in the fundamental analysis based on the pro forma statement, and shows how the share price 

of SalMar reacts to changes in the variables. This will give the investors an indication of which input 

that should be monitored due to the value drivers directly effect on the share price. The sensitivity is 

examined in relations with the budgeted assumptions.  

The development of SalMar’s share price is driven by many factors. Our impression is that the most 

important factor related to sensitivity on the share price is the terminal growth rate, production volume, 

cost of goods sold, and salmon price. In the following we will give an understanding of the volatility in 

share price in each of these factors calculated with different WACC´s, holding everything else constant. 

The complete sensitivity analysis can be seen in appendix 22.The comments to the different value 

drivers are in the following: 

Change in growth rate 

 

As we see from figure 50, changes in growth rate have a linear relationship with share price. When the 

WACC is decreasing and growth rate increase the share price tend to grow. We observe a share price of 

198.4 with a growth rate equal to 2% and 237.1 with a growth rate equal to 3%, with a WACC of 6.73. 

Compared to the other key value drivers, changes in growth rate do not have the strongest impact on 

SalMar´s share price.  
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Figure 46: Terminal Growth vs WACC 
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Change in production volume  

 

To estimate changes in production volume we have multiplied each budged volume in the forecast 

period with a percentages raise or decrease, adjusted for different WACC´s. We detect that an increase 

in production volume, will result in higher share price, and the opposite with a decrease in production 

volume. With a negative change in the volume equal to 25% will give a decrease in share price of 

23.43%, holding the WACC constant to 6.73. The relation between the share price and production 

volume is not as critical as the other key ratios.  

Cost of goods sold 

SalMar is the most cost efficient company in the farming industry. The costs of goods sold have varied 

in the historical period, with a slightly negative growth last year. If the GOGS should increase with 1 

Norwegian krone to last year value of 26 per kilo the share price will plummet with 10.23% with a 

constant WACC on 6.73. If the costs decrease with the same amount, the share price will see an upside 

equal to 10.23%. The value driver is highly sensitive to the share price, and it is crucial to be cost 

oriented also in the future.  
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Figure 47: Production Volume vs. WACC 
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Salmon price 

Salmon price is the by far most sensitive key value driver, and affect the share price significantly. The 

salmon price is highly volatile, and is crucial for the profitability to both SalMar, and the industry in 

total. Based on several factors we estimated a future salmon price to be between approximately 41-51 

and 40 in the terminal period. We are however very clear about the uncertainty in these predicted 

prices. The extremes of sensitivity by change in salmon price of -+ 10% will either increase or decrease 

the share price with 54, 73 %. This proves the highly sensitivity in salmon price as a value driver. This 

will be important to follow in the future. 
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Figure 48: Cost of good sold vs WACC 
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Figure 49: Salmon price  vs WACC 
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8.5 Scenario analyses 

The weakness of the sensitivity analysis is that it is only possible to change one value driver at a time. 

Due to the possibility that our valuations methods are incorrectly due to wrong forecasted value drivers, 

we have conducted four additional scenario analyses.  

Worst Case Scenario 

A worst case scenario is presented to illustrate what could happen if external and internal factors 

worsen at the same time. If the forecasted Salmon price and production volume is 10% lower than 

estimated, in addition to two Norwegian kroners more in production cost per kg, the SalMar’s share 

price is estimated to 52,76 NOK. In this scenario, we still predict a growth in SalMar’s production, but 

only with a yearly growth of 2% compared to 3, 64% in the forecasted case.  This production volume 

aspect, might come into effect if Sal Mar does not get control over the biological difficulties and do not 

find any possible acquisitions in the future.  

Best Case Scenario 

The salmon price has hit record levels in 2016 due to a supply shock resulting in salmon prices over 50 

NOK a kilo. If the supply does not recover as much as we have estimated, the salmon price might be up 

to 10% higher in the forecast period. If SalMar solve the sea lice problems in their exposed facilities, in 

addition to being able to acquire more licenses in the market, the production might be up to 25% higher 

than we have forecasted. In such a scenario, SalMar’s share price would be 458,4, 85 NOK. 

Forward rate price scenario 

When calculating the future salmon price, we weighted our regression result with the forward prices. If 

we instead had only used the forward price the estimated share price would be calculated to be 188, 9. 

Regression price scenario 

The regression price output gave us a higher average salmon price. Thus, also a higher share price of 

272,1 NOK. 
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8.6 Monte Carlo  

When conducting the sensitivity analysis in section 8.4 we detected that the analysis only recognized 

one value driver at the same time, holding the other ratios constant, and by that limited the comparison 

aspect between the drivers. To gain a better understanding of the sensitivity in the ratios and also how 

they are compared to each other we will use a method which allows us to change several input 

variables at once.   

Our thoughts of a Monte Carlo analysis started out with the simple function in excel (Monte Carlo add-

in), simulating directly on SalMar´s stock price as the only variable in the analysis. Based on historical 

numbers of periodic return the Monte Carlo add-in simulated a stock price based on this. To give a 

second opinion too the estimated share price from the DCF model, we consider the first attempt of 

simulation to be too simple. We have implied a more complex tool to benchmark the estimated value 

per share, with a program from Oracle, called Cristal Ball. The method let us observe the outcomes of 

changing several important variables at the same time, and indicates the likelihood of each individual 

outcome. By substituting the same variables compiled in the DCF model and decide the minimum, 

most likely and maximum change in each variable, the program calculates results over and over, each 

time using the different set of random values from the probability functions implemented. We sat the 

program to simulate 1.000.000 times before the result is completed.  

Each sample result is called an “interation”. The interations are recorded into a probability distributing 

of possible outcomes, based on the 1.000.000 unique simulations. This provides us with a 

comprehensive view of the estimated future share price, and how likely it is to happen. In addition it 

shows which variable that effects the shares price the most, which indicates that our earlier analysis is 

likely.  

We decided to use the “Triangular” approach, where we defined the minimum, most likely and 

maximum of each individual input variable. This approach is more expedient then for example the 

normal distribution as we can select the values based on assumptions made in the forecast section. The 

normal distribution is solely relying on the historical standard deviations from a range on random 

variables. Based on earlier discussions and analysis of the industry development throughout the 
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historical period, and our thoughts about the future, the triangular approach seems most effective and 

accurate. Instead of relying on historical numbers and standard deviation, we use our assumptions.  

The simulated output distribution is estimated with a confidence interval of 95%. 

8.6.1 Result from simulations 

The most sensitive value drivers to the value per share are estimated by the simulation, and the result is 

comparable to our earlier estimates. We have included WACC as a new variable to see the sensitivity 

by changing this key ratio. The most sensitive and therefore the most important to observe in the future 

is respectively stated in the result of the Monte Carlo as; Salmon price, WACC, GOGS and production 

volume. The salmon price is as we know crucial for the share price and is explains 60.9% of changes in 

the price. The WACC drives 21, 4% of the changes in share price (See sensitivity chart in appendix 

23). 

Table 35 

Main result Monte Carlo simulation 

Trials 1.000.000 

Mean 214,988 

Median 208,635 

Standard Deviation 69,836 
Source: Crystal ball   

 

The estimated mean resulted in 214,988 which are quite close to both our estimated DCF, and multiple 

values. This gives us an indication that our assumptions used in DCF is fair, and provides us with a 

price that we are confidence to present. We consider the Monte Carlo method to strengthen the 

valuation, with a differentiating of only 0.95 kroner. 

8.7. Conclusion Valuation  

We have conducted different approaches when estimated the market value of equity. The two different 

present value models, DCF and EVA model shows identical results which is in line with the theory, 

suggesting a value of equity equal to 24.465.371. SalMar has 113.300 shares outstanding which result 

in a value per share of 215.934. Further, the relative valuation using multiples yielded three different 

prices with an average of 218.92. The Monte Carlo analysis provided a price near our estimates in both 

the present value and relative valuation with a price of 214.988. We prefer the present value estimates 
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to weight the most, due to time consumed and theory and have therefore weighted the three prices 

respectively 70, 15, 15 percent, which give a value per share of 216.240. Our Scenario analysis and the 

sensitivity analysis indicated how sensitive SalMar’s is to changes in the underlying value drivers, and 

will be crucial to monitoring in the years to come.   

9. 0 Conclusion  

The main objective of the thesis was to determine the fundamental equity value for SalMar ASA per 

30.04.2015. Based on a comprehensive strategic and financial analysis, we were able to forecast the 

future cash flow. By comparing the equity value provided by the forecasted cash flow, with a relative 

valuation and a Monte Carlo simulation we recommend a HOLD strategy with a target price of 216, 

240.  

The recent fall in oil price resulted in acknowledging that the Norwegian petroleum industry will not 

have the same position in the future. The Norwegian economy requires new companies, and jobs in 

existing firms in order to grow without the oil. The salmon farming industry is expected to be a huge 

part of Norway’s future, as Norway has the necessities to provide the world with healthy salmon. 

Historically, Norway have accounted for more than 50% of the total salmon production, while Chile 

have been their closest competitor. 

The Norwegian salmon farming industry have experienced an extraordinary development the last 20 

years, with a yearly growth of sale of 8 %. After the oil price decline, the Norwegian kroner have 

depreciated against most other foreign exchange rates. This has contributed to the export records in 

2014 and 2015. SalMar have since the foundation in 1991, benefited from the growth in the Norwegian 

industry. Furthermore, mergers and acquisition has also been a main driver for SalMar’s development.  

The Norwegian production is now close to the production capacity, and shortage of space and 

environmental challenges leads to complications regarding further production growth. The Norwegian 

Government issued a White Paper in 2014, addressing how the industry can have a sustainable growth 

in the future. The main point is that the industry is not allowed to grow until they solve the sea lice 

problem.  
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The requirements are hard, but necessary in order to preserve the environment. In short term, we do not 

believe that the companies will be able to fulfill these requirements. The result will be a lower supply 

growth in Norway which will affect the total supply growth. When also considering the algae bloom in 

Chile, the world is facing a supply shock in 2016.  

With a supply shock and a continuing demand growth for salmon, we have forecasted a high salmon 

price in the future. The supply will recover from the shock in 2016, but not enough to drop below 40 

NOK. The product innovation, health awareness, population and GDP growth and food trend will 

continue to drive the demand upward. While customers concern about the sea lice problem and escaped 

fish will lead to a negative effect on the demand. The positive effect exceeds the negative effect, 

implying a continuing demand growth in the future. However, the demand growth is expected to be 

lower than the historical demand growth of 13%.   

Compared to the historical prices, we have forecasted a high future salmon price, suggesting that the 

industry as a whole have a satisfactory outlook regarding to the price. The industry is considered as 

very attractive, as there are low threats of substitutes and new entrants, suggesting that the high salmon 

price is very beneficial for the existing players in the industry. When the production volume from the 

research and development innovation comes into effect, the salmon price will drop to a more “normal” 

level.  

Research and development is crucial for the industry, both in terms of growth in production, and to 

decrease the damaging environmental impact. SalMar have been awarded with eight licenses to 

develop an Ocean Farm which should add 7k of output and potential mitigate the sea lice problem and 

escaped fish. Since we have forecasted lower supply due to the government’s hard line on the sea lice 

problem, SalMar’s growth is dependent of R&D and acquisitions. 

Since the industry already has been heavy consolidated, we believe that it will be harder to acquire 

companies and licenses in the future. This will result in a lower production growth rate for SalMar, 

implying a high utilization rate per license is crucial. Compared to the other firms, SalMar have been 

better both in terms of utilization rate and EBIT/KG. From the VRIO analysis, we determined that 

SalMar have a competitive advantage in three resources; InnovaMar, Ocean farming and their products. 
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However, this is only temporary, meaning the advantage does only persist until their competitors 

decide to copy it.  

SalMar have been more profitable than their peers in the historical analytical period. This is a result of 

their utilization rate, cost efficient, and production location. SalMar are producing most of their 

volumes in Norway, as opposed to several of their competitors who suffered from low profitability in 

Chile. SalMar’s short and long term liquidity risk is considered to be low, suggesting that further 

growth through acquisitions is possible. 

However, the cost of producing salmon has increased significantly the last ten years. Specifically, other 

operating cost related to sea lice, and fish feed cost. If the trend continuous, the salmon price is need to 

stay at a high level in order to maintain satisfactory margin. We believe that the cost will stabilize, as 

fish feed cost is assumed to reduce, in addition to a solution to the sea lice problem in the future.  

Both our simple scenario analysis and our Monte Carlo simulation detected that salmon price is the 

most sensitive driver of the share price. This implies that a small change in salmon price will lead to a 

different share price than we have estimated. We are confident that the salmon price will stay at a high 

level in the years to come, but this seems to already be priced in the market.  

According to our risk assessment, SalMar’s WACC is 6,727%. The discounted enterprise value and 

DFC provide us with a result which is close to both the Monte-Carlo simulation and relative valuation. 

The share price of SalMar is estimated to equal 216,240, which corresponding that SalMar is 8,12% 

undervalued. 
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10.0 Thesis in perspective  

After writing about SalMar we are left with expert knowledge about the salmon farming industry. The 

deeper we dug, and further into the theses we wrote, new perspectives and ideas emerged. Throughout 

the thesis we have noticed that sustainability in growth and operating is important.  A factor that 

control sustainable operations is the integrated value chain. It would therefore be interesting to 

investigate the outcome of including fish feed production. Would this be profitable and contribute to a 

sustainable growth? 

Due to the fact that much of SalMar’s growth is a result of acquisitions to obtain licenses, it would be 

interesting to do a merger & acquisition case study. What would the value of synergies of a merger 

look like? We except that SalMar will continue to invest in other companies to ensure a naturally 

growth, but with a lower intensity as in the historical years. Due to time and page limitations we 

therefore focused on the valuation.  

In addition to a merger case, it would be interesting to invest the synergies between SalMar and a 

potential cooperation with some of the other parties in the industry. SalMar is known as one of the most 

cost efficient in the industry. However it exist a firm in the Faroe Islands with name Bakkefrost that 

operates with a lower cost structure and better margins. Some of the success factor is explained by the 

naturally environment which in Faroe Islands is perfect for Salmon farming. The location of the island 

is surrounded by pristine clear water, cool steady sea temperature, strong currents and accessible fjord 

that cut deep inland (Bakkafrost 2016). It is also known that wild Atlantic Salmon from northern 

Europe make their way to the Faroe Island to feed.  

In a further research it would be interesting to look at two things: 

1. What makes Bakkafrost cost leader in the salmon farming industry.  

- Would the advantages be possible to copy in other countries or areas? 

2. Why SalMar´s sold out of the company in 2013.  

Finally it would be interesting to investigate the different areas and segments SalMar operates with 

more in detail, and analyses the different sites separately. This had enriched us with a better insight in 

the local conditions and a further depth in biological capacity and potential cost savings.  
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Comparable firms SALM MHG LSG Cermaq NRS BAKKA AUSS SSC

Core operation : Salmon Yes Yes Yes Yes Yes Yes no yes

Norwegian Company yes yes yes yes yes no yes no

Harvest volum above 50kt yes yes yes yes no no no no

Production in several conutries Yes Yes Yes Yes no no no no

Peer Group analysis

12.0 Appendix 

 

Appendix 1: Peer Group 

 

Appendix 2: Pesos/NOK 

 

 

Appendix 3: Examples of innovation in salmon farming industry

 

 

2012 2016 CHILE Norway

EURO 650,986 785,512 -0,207 -0,250

DOLLAR 504,768 720,279 -0,427 -0,470

YEN 6,559 6,081 0,073 0,041

GDP 803,450 1029,280 -0,281 -0,350

Chilean Pesos Development compared to NOK

2010

mikrobalance PD vaccine Salma salmon

target lice Microvaccine

Introducing 20 new Fishpool

2005 Vaccine with DNA-Technology Fishtalk products in UK Certification arrengment

Kebble replacement aquaculture act revised

Larvea

Lipbalance Direct hedge

2000 new quality criteria for Half amount of vaccinations Ecological salmon

fishmeal provides more stable feed 85% have automatic feeding Salmon dices

Virus vaccine Salmon in portion packs

Aminobalance Filet is the dominant product in retail Gutting machines Contrac sales, feed permits

1995 More licenses per facility

Branding and country of origion Pinbone out filleting

Smaller packages Gutting decree

Oilbased vaccine against Sliceed smoked salmon 

1990 furuncolosis

Alternative commodities Automatic feeders Area slaugheter facility

in fish feed airfreight

Aquaculture act

1985 Salmon trailers

Commercially available

synthetic astaxanthin

extruded fishfeed Feeding facilities Salmon Slaughter facility

1980

Feed Fish health Equipment Product Processing Other
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Appendix 4 

 

2012 2013 2014 2015

Licences 81 81 100 100

Harvest volum 102600 115000 141000 136500

GWE per licens 1266,667 1419,753 1410 1365

Operational EBIT 340666 1259493 1879048 1403873

EBIT/KG 3,320331 10,95211 13,32658 10,28478

2012 2013 2014 2015

Licences 207 207 226 226

Harvest volum 255306 223000 258021 254751

GWE per licens 1233,362 1077,295 1141,686 1127,217

Operational EBIT

EBIT/KG 3,23 10,83 11,81 11,26

2012 2013 2014 2015

Licences 130 130 141 146

Harvest volum 153400 144800 164300 157100

GWE per licens 1180 1113,846 1165,248 1076,027

Operational EBIT

EBIT/KG 2,9 11,2 11,3 8,8

2012 2013 2014 2015

Licences 44 44 48 47

Harvest volum 39327 38164 39248 34717

GWE per licens 893,7955 867,3636 817,6667 738,6596

Operational EBIT 33100 361600 283769 207520

EBIT/KG 0,841661 9,474898 7,230152 5,977475

2012 2013 2014 2015

Licences 44 44 49

Harvest volum 53625 51000 53000

GWE per licens 1218,75 1159,091 1081,633

Operational EBIT 42900 445300 543303

EBIT/KG 0,8 8,731373 10,251

Grieg

Cermaq

Salmar

Marine Harvest

Lerøy
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Appendix 5 

SalMar  

 

 

Income Statement 2009 2010 2011 2012 2013 2014 2015

Revenue 2377304 3429432 3833503 4204791 6245860 7185887 7326202

Net revenue 2377304 3429432 3833503 4204791 6245860 7185887 7326202

Cost of goods sold -1162445 -2013312 -2373168 -2715056 -3376109 -3337411 -3809523

Gross Profit 1214859 1416120 1460335 1489735 2869751 3848476 3516679

Change in inventories 25567 368042 375641 390297 324914 162119 246712

Payroll costs -265517 -313290 -391745 -483215 -623053 -710430 -765881

Other operating expenses -311973 -402453 -705891 -885983 -1086299 -1142953 -1272186

Operating profit before special items 662936 1068419 738340 510834 1485313 2157212 1725324

Depreciation and amortization -78178 -95630 -132543 -170168 -225820 -278164 -321449

Operating profit (EBIT) before biomass adjustments 584758 972789 605797 340666 1259493 1879048 1403875

Fair value adjustments (biomas) -4624 181023 -368098 290417 528176 -232349 39932

Non-recurring gains on acquisitions 62390 161755

Particular bio -60070 -54614

Operating profit (EBIT) 580134 1153812 177629 638859 1949424 1646699 1443807

Revenues from associated companies 56769 147365 97999 93909 157980 96136 40242

Net financial items -2801 -93397 -115151 -124264 214666 -113994 -100362

Profit before tax 634102 1207780 160477 608504 2322070 1628841 1383687

Corporation tax -163217 -302667 -13106 -127062 -418695 -413364 -254891

Ordinary income after tax 470885 905113 147371 481442 1903375 1215477 1128796

Net income 470885 905113 147371 481442 1903375 1215477 1128796

Dividends

Retained Earnings 470885 905113 147371 481442 1903375 1215477 1128796

Marginal tax rate 28% 28% 28% 28% 28% 27% 27%

Effective tax rate 25,7% 25,1% 8,2% 20,9% 18,0% 25,4% 18,4%

Balance Sheet 
Assets 2009 2010 2011 2012 2013 2014 2015

Non-curent assets

Licences, Patents, etc 935.916,0 1406483 1.483.752 1.702.152 2.030.710 2.451.271 2.466.171

Goodwill 205.458,0 306999 433.348 433.348 433.348 447.372 447.372

Total property, plant & equipment 533.286,0 872035 1.126.445 1.268.803 1.859.324 2.017.575 2.411.959

Investments in associates (operational) 268.508,0 866809 918.868 948.575 402.338 523.711 627.681

Investements in shares and securities 1.025,0 1426 762 15.760 384 519 289

Pension assets 4.904,0 3901 2.023 2.492 802 1.592 1.397

Other receivables 12.720,0 12276 4.609 4.026 5.225 13.403 6.840

Total non-current assets 1.961.817,0 3.469.929,0 3.969.807,0 4.375.156,0 4.732.131,0 5.455.443,0 5.961.709,0

Current assets

Accounts receivable 325401 545.973,0 650.273 906.445 879.733 1.180.863 1.073.828

Biological assets (fish in sea)  (operational) 1011518 1.580.934,0 1.420.788 1.986.213 3.077.150 3.114.684 3.306.052

Cash and cash equivalents 148424 107.062,0 47.621 55.336 1.070.998 166.963 273.696

Other inventories 103176 128973 227.935 303.682 171.539 206.454 328.216

Total current assets 1.588.519 2.362.942 2.346.617 3.251.676 5.199.420 4.668.964 4.981.792

Total assets 3.550.336,0 5.832.871,0 6.316.424,0 7.626.832,0 9.931.551,0 10.124.407,0 10.943.501,0

Equity and liabilities (DKKm) 2009 2010 2011 2012 2013 2014 2015

Equity

Share capital 25.750 25.750 25.750 28.325 28.325 28.325 28.325

Treasury shares -350 -350 -325 -325 -325 -325 -295

Share premium fund 112.880 112.880 112.880 415.286 415.286 415.286 415.286

Other paid in equity 20.454 25.685 38.337 49.957 32.822 34.834 57.768

Retained earnings 1.540.158 2.187.391 1.915.741 2.338.170 4.246.867 4.598.535 4.646.272

Non-controlling interests 914 118.011 122.228 136.300 337.808 60.622 79.684

Total equity 1.699.806,0 2.469.367,0 2.214.611,0 2.967.713,0 5.060.783,0 5.137.277,0 5.227.040,0

Non-current liabilities

Long-term debt

Debt to credit institutions 746.071 1.760.567 2.028.537 2.098.240 1.974.521 1.780.174 2.371.338

Deferred tax liabilities 498.508 787.188 738.475 872.398 1.199.557 1.262.594 1.230.815

Leasing liabilities and other non current liabilities and pension costs 73.854 110.320 174.673 125.716 471.716 411.388 390.035

Total non-current liabilities 1.318.433 2.658.075 2.941.685 3.096.354,0 3.645.794,0 3.454.156,0 3.992.188,0

Current liabilities

Other current liabilities 43627 106845 126193 153512 192556 381226 488996

Debt to credit institutions 118.073 51.431 501.754 596.288 397.186 276.667 140.421

Public charges payable 19.710 48.023 52.980 43.192 93.532 143.757 153.262

Accounts payable 204.394 351.042 412.802 762.765 515.856 409.485 649.274

Tax payable 146.293 148.088 66.399 7.008 25.843 321.839 292.320

Total current liabilities 532.097 705.429 1.160.128 1.562.765 1.224.973 1.532.974 1.724.273

Total liabilities 1.850.530 3.363.504 4.101.813 4.659.119 4.870.767 4.987.130 5.716.461

Total equity and liabilities 3.550.336,0 5.832.871,0 6.316.424,0 7.626.832,0 9.931.550,0 10.124.407,0 10.943.501,0
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Analytical Income Statement 2009 2010 2011 2012 2013 2014 2015

Revenue 2.377.304 3.429.432 3.833.503 4.204.791 6.245.860 7.185.887 7.326.202

Net revenue 2.377.304 3.429.432 3.833.503 4.204.791 6.245.860 7.185.887 7.326.202

Cost of goods sold -1.162.445 -2.013.312 -2.373.168 -2.715.056 -3.376.109 -3.337.411 -3.809.523 

Gross Profit 1.214.859 1.416.120 1.460.335 1.489.735 2.869.751 3.848.476 3.516.679

Change in inventories 25.567 368.042 375.641 390.297 324.914 162.119 246.712

Payroll costs -265.517 -313.290 -391.745 -483.215 -623.053 -710.430 -765.881 

Other operating expenses -311.973 -402.453 -705.891 -885.983 -1.086.299 -1.142.953 -1.272.186 

Revenues from associated companies 56.769 147.365 97.999 93.909 157.980 96.136 40.242

EBITDA 719.705 1.215.784 836.339 604.743 1.643.293 2.253.348 1.765.566

Depreciation, amortization -78.178,0 -95.630,0 -132.543,0 -170.168,0 -225.820,0 -278.164,0 -321.449,0

EBIT 641.527 1.120.154 703.796 434.575 1.417.473 1.975.184 1.444.117

Corporation tax -163.217 -302.667 -13.106 -127.062 -418.695 -413.364 -254.891 

Tax on non operating assets -2079 24535 -152129 48700 253287 -96976 -16316

Tax on EBIT -165.296 -278.132 -165.235 -78.362 -165.408 -510.340 -271.207 

NOPAT 476.231,0 842.022,3 538.560,7 356.213,1 1.252.065,2 1.464.844,0 1.172.909,9

Net financial items -2.801 -93.397 -115.151 -124.264 214.666,0 -113.994 -100.362 

Tax shield, net financial expenses 784 26151 32242 34794 -60106 31918 27098

Net financial expenses, after tax -2.016,7 -67.245,8 -82.908,7 -89.470,1 154.559,5 -82.075,7 -73.264,3 

Fair value adjustments (biomas) -4624 181023 -368098 290417 528176 -232349 39932

Non-recurring gains on acquisitions 62390 161755

Particular bio -60070 -54614

Tax on special  items 1295 -50686 119887 -83494 -193181 65058 -10782

Special items, after tax -3329 130337 -308281 214699 496750 -167291 29150

Net earnings 470.885,0 905.113,0 147.371,0 481.442,0 1.903.375,0 1.215.477,0 1.128.796,0

Analytical Balance Sheet
Invested Capital 2010 2011 2012 2013 2014 2015

Non-curent assets

Licences, Patents, etc 1.171.200 1.445.118 1.592.952 1.866.431 2.240.991 2.458.721

Goodwill 256.229 370.174 433.348 433.348 440.360 447.372

Total property, plant & equipment 702.661 999.240 1.197.624 1.564.064 1.938.450 2.214.767

Investments in associates (operational) 567.659 892.839 933.722 675.457 463.025 575.696

Other receivables 12.498 8.443 4.318 4.626 9.314 10.122

Total non-current assets 2.710.245 3.715.812 4.161.963 4.543.925 5.092.139 5.706.678

Current assets

Other inventories 116.075 178.454 265.809 237.611 188.997 267.335

Accounts receivable 435.687 598.123 778.359 893.089 1.030.298 1.127.346

Biological assets (fish in sea)  (operational) 1.296.226 1.500.861 1.703.501 2.531.682 3.095.917 3.210.368

Total current assets 1.847.988 2.277.438 2.747.668 3.662.381 4.315.212 4.605.049

Non-interest-bearing debt

Other current liabilities 75.236 116.519 139.853 173.034 286.891 435.111

Deferred tax liabilities 642.848 762.832 805.437 1.035.978 1.231.076 1.246.705

Public charges payable 33.867 50.502 48.086 68.362 118.645 148.510

Accounts payable 277.718 381.922 587.784 639.311 462.671 529.380

Tax payable 147.191 107.244 36.704 16.426 173.841 307.080

Total non-interest-bearing debt 1.176.859 1.419.018 1.617.862 1.933.110 2.273.123 2.666.784

Invested Capital (Net opeating assets) 3.381.374 4.574.233 5.291.769 6.273.196 7.134.228 7.644.942

Total equity 2.084.587 2.341.989 2.591.162 4.014.248 5.099.030 5.182.159

Net-interest-bearing debt (NIBD)

Debt to credit institutions 1.253.319 1.894.552 2.063.389 2.036.381 1.877.348 2.075.756

Leasing liabilities and other non current liabilities and pension costs 92.087 142.497 150.195 298.716 441.552 400.712

Debt to credit institutions 84.752 276.593 549.021 496.737 336.927 208.544

Interest-bearing debt 1.430.158 2.313.641 2.762.604 2.831.834 2.655.826 2.685.012

Investements in shares and securities 1.226 1.094 8.261 8.072 452 404

Pension assets 4.403 2.962 2.258 1.647 1.197 1.495

Cash and cash equivalents 127.743 77.342 51.479 563.167 618.981 220.330

Interest-bearing assets 133.371 81.398 61.997 572.886 620.629 222.228

Net-interest-bearing debt (NIBD) 1.296.787 2.232.244 2.700.607 2.258.948 2.035.197 2.462.784

Invested Capital 3.381.374 4.574.233 5.291.769 6.273.196 7.134.227 7.644.942
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Cermaq 

 

 

 

Income Statement 2009 2010 2011 2012 2013 2014 2015

Revenue 8.971.713 9.990.528 11.634.344 11.634.344 5.155.315 5.616.143 na

Net revenue 8.971.713 9.990.528 11.634.344 11.634.344 5.155.315 5.616.143 na

Cost of goods sold -6.028.562,0 -6.271.245,0 -7.447.360,0 -8.038.838,0 -2.197.544,0 -2.446.471,0 na

Gross Profit 2.943.151,0 3.719.283,0 4.186.984,0 3.595.506,0 2.957.771,0 3.169.672,0 na

Bargain purchase gain 137.227 na

Personell expenses -684.207 -723.195 -828.628 -1.013.097 -774.381 -740.036 na

Other operating expenses -1.401.034 -1.314.649 -1.672.836 -1.956.392 -1.435.628 -1.705.250 na

Gain/loss from sale of fixed assets 96.859 46.107 43.937 na

Operating profit before special items 857.910 1.778.298 1.685.520 763.244 793.869 768.323 na

Depreciation and amortization + Write down of biological assets -334.348 -338.955 -316.994 -432.666 -251.752 -296.306 na

Operating profit (EBIT) before biomass adjustments 523.562,0 1.439.343,0 1.368.526,0 330.578,0 542.117,0 472.017,0 0,0

Fair value adjustments (biomas) 22193 512712 -361956 -152.090 651.582 -445.965 na

Operating profit (EBIT) 545.755,0 1.952.055,0 1.006.570,0 178.488,0 1.193.699,0 26.052,0 na

Share of net income from associates 11.367 31.634 36.917 13.939 11.083 6.781 na

Net financial items -72.696 -39.521 -38.791 -31.235 -39.785 -101.595 na

Profit before tax 484.426,0 1.944.168,0 1.004.696,0 161.192,0 1.164.997,0 -68.762,0 na

Corporation tax -143.432 -428.959 -211.862 -68.422 -257.416 -21.158 na

Ordinary income after tax 340.994,0 1.515.209,0 792.834,0 92.770,0 907.581,0 -89.920,0 na

Profit (loss) from discontinued operations 2.979.411,0$  1.311,0$             na

Net income 340.994,0 1.515.209,0 792.834,0 92.770,0 3.886.992,0 -88.609,0 na

Dividends

Retained Earnings 340.994,0 1.515.209,0 792.834,0 92.770,0 3.886.992,0 -88.609,0 na

Marginal tax rate 28% 28% 28% 28% 28% 27% 27%

Effective tax rate 29,6% 22,1% 21,1% 42,4% 22,1% -30,8% na

Balance Sheet 
Assets 2009 2010 2011 2012 2013 2014 2015

Non-curent assets

Fish farming licences 1.207.272 1.223.689 1.225.110 1.483.665 1.574.016 2.176.365 na

Goodwill 794.123 805.890 818.574 786.299 356.377 421.400 na

Other intangible assets 3.719 10.425 14.746 24.363 na

Deferred tax assets 12.479 18.701 20.051 100.016 95.830 149.950 na

Investments in associates (operational) 136.905 182.504 147.216 155.095 56.338 71.700 na

Investments in other companies (financial) 213.965 79.564 79.597 8.966 1.189 724 na

Property plant and equipment 2.314.709 2.288.993 2.621.469 3.103.806 1.947.826 2.294.313 na

Long- term receivables 70.527 116.122 26.537 11.592 8.364 119.579 na

Total non-current assets 4.749.980,0 4.715.463,0 4.942.273,0 5.659.864,0 4.054.686,0 5.258.394,0 0,0

Current assets

Accounts receivable 860.209 1.263.295 1.608.544 1.929.172 725.341 659.606 na

Prepaid income taxes 56.463 35.489 43.585 88.806 na

Other current receivables 95.758 154.084 143.461 258.724 438.821 222.337 na

Biological Inventories (fish in sea)  (operational) 1.543.454 2.158.774 2.026.003 2.320.160 3.459.595 3.325.668 na

Assets held for sale 5.305 743 na

Cash and cash equivalents 420.395 478.675 459.263 510.181 4.732.063 356.114 na

Inventories 596.434 842.498 1.121.308 1.367.579 336.865 834.924 na

Total current assets 3.516.250 4.897.326 5.415.042 6.421.305 9.741.575 5.488.198 0

Total assets 8.266.230,0 9.612.789,0 10.357.315,0 12.081.169,0 13.796.261,0 10.746.592,0 0,0

Equity and liabilities (DKKm) 2009 2010 2011 2012 2013 2014 2015

Equity

Total equity attributable to the stakeholders in Cermaq ASA 6.113.166 5.656.182 9.601.373 5.057.042 na

Treasury shares -32 -46 na

Share capital 925.000 925.000 na

Other paid in equity 3.403.948 4.803.657 na

Retained earnings na

Non-controlling interests 24.091 23.247 45.853 41.626 23.540 -1.508 na

Total equity 4.353.007,0 5.751.858,0 6.159.019,0 5.697.808,0 9.624.913,0 5.055.534,0 0,0

Non-current liabilities

Other non-current liabilities 3.200 2.180 155 19.425 na

Interest bearing non-current debt 2.193.407 1.618.107 1.408.452 3.234.546 1.911.453 3.317.062 na

Deferred tax liabilities 549.609 759.141 739.874 775.940 918.468 988.343 na

 Pension liabilities 60.401 58.376 45.971 52.972 38.654 45.553 na

Total non-current liabilities 2.803.417 2.435.624 2.197.497 4.065.638,0 2.868.730,0 4.370.383,0 0,0

Other non-interest bearing current liabilities 370.057 500.408 266.904 332.403 356.107 215.180 na

Interest bearing current liabilities 36.754 41.074 102.616 275.486 207.296 272.759 na

Accounts payable 702.995 883.825 1.465.112 1.667.727 647.453 744.106 na

Income taxes 166.167 42.107 91.762 88.630 na

Total current liabilities 1.109.806 1.425.307 2.000.799 2.317.723 1.302.618 1.320.675 0

Total liabilities 3.913.223 3.860.931 4.198.296 6.383.361 4.171.348 5.691.058 0

Total equity and liabilities 8.266.230,0 9.612.789,0 10.357.315,0 12.081.169,0 13.796.261,0 10.746.592,0 0,0
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Analytical Income Statement 2009 2010 2011 2012 2013 2014 2015

Revenue 8.971.713 9.990.528 11.634.344 11.634.344 5.155.315 5.616.143 na

Net revenue 8.971.713 9.990.528 11.634.344 11.634.344 5.155.315 5.616.143 0

Cost of goods sold -6.028.562 -6.271.245 -7.447.360 -8.038.838 -2.197.544 -2.446.471 na

Gross Profit 2.943.151 3.719.283 4.186.984 3.595.506 2.957.771 3.169.672 0

Bargain purchase gain 137.227 na

Personell expenses -684.207 -723.195 -828.628 -1.013.097 -774.381 -740.036 na

Other operating expenses -1.401.034 -1.314.649 -1.672.836 -1.956.392 -1.435.628 -1.705.250 na

Gain/loss from sale of fixed assets 96.859 46.107 43.937 na

Share of net income from associates 11.367 31.634 36.917 13.939 11.083 6.781 na

EBITDA 869.277 1.809.932 1.722.437 777.183 804.952 775.104 0

Depreciation, amortization, Write down of biological assets and impairments -334.348,0 -338.955,0 -316.994,0 -432.666,0 -251.752,0 -296.306,0 na

EBIT 534.929 1.470.977 1.405.443 344.517 553.200 478.798 0

Corporation tax -143.432 -428.959 -211.862 -68.422 -257.416 -21.158 na

Tax on non operating assets -14141 132493 -112209 -51331 171303 -153317 na

Tax on EBIT -157.573 -296.466 -324.071 -119.753 -86.113 -174.475 na

NOPAT 377.356,2 1.174.511,5 1.081.371,8 224.764,0 467.087,2 304.323,2 na

Net financial items -72.696 -39.521 -38.791 -31.235 -39.785,0 -101.595 na

Tax shield, net financial expenses 20355 11066 10861 8746 11140 28447 na

Net financial expenses, after tax -52.341,1 -28.455,1 -27.929,5 -22.489,2 2.950.765,8 -71.837,4 na

Fair value adjustments (biomas) 22193 512712 -361956 -152090 651582 -445965 na

Tax shield on biomass -6214 -143559 101348 42585 -182443 124870 na

Special items, after tax 15979 369153 -260608 -109505 469139 -321095 na

Net earnings 340.994,0 1.515.209,0 792.834,0 92.770,0 3.886.992,0 -88.609,0 na

Analytical Balance Sheet
Invested Capital 2010 2011 2012 2013 2014 2015

Non-curent assets

Fish farming licences 1.215.481 1.224.400 1.354.388 1.528.841 1.875.191 na

Goodwill 800.007 812.232 802.437 571.338 388.889 na

Other intangible assets 1.860 7.072 12.586 19.555 na

Investments in associates (operational) 159.705 164.860 151.156 105.717 64.019 na

Deferred tax assets 15.590 19.376 60.034 97.923 122.890 na

Long- term receivables 93.325 71.330 19.065 9.978 63.972 na

Property plant and equipment 2.301.851 2.455.231 2.862.638 2.525.816 2.121.070 na

Total non-current assets 4.585.957 4.749.288 5.256.787 4.852.198 4.655.584 0

Current assets

Inventories 719.466 981.903 1.244.444 852.222 585.895 na

Accounts receivable 1.061.752 1.435.920 1.768.858 1.327.257 692.474 na

Other current receivables 124.921 148.773 201.093 348.773 330.579 na

Biological Inventories (fish in sea)  (operational) 1.851.114 2.092.389 2.173.082 2.889.878 3.392.632 na

Total current assets 3.757.253 4.658.984 5.387.476 5.418.129 5.001.579 0

Non-interest-bearing debt

Other non-current liabilities 1.600 2.690 1.168 9.790 na

Other non-interest bearing current liabilities 435.233 383.656 299.654 344.255 285.644 na

Deferred tax liabilities 654.375 749.508 757.907 847.204 953.406 na

Accounts payable 793.410 1.174.469 1.566.420 1.157.590 695.780 na

Income taxes 83.084 104.137 66.935 90.196 na

Total non-interest-bearing debt 1.883.018 2.392.316 2.730.807 2.417.151 2.034.815 0

Invested Capital (Net opeating assets) 6.460.193 7.015.956 7.913.456 7.853.175 7.622.348 0

Total equity 5.052.433 5.955.439 5.928.414 7.661.361 7.340.224 na

Net-interest-bearing debt (NIBD)

Interest bearing non-current debt 1.905.757 1.513.280 2.321.499 2.573.000 2.614.258 na

 Pension liabilities 59.389 52.174 49.472 45.813 42.104 na

Interest bearing current liabilities 38.914 71.845 189.051 241.391 240.028 na

Interest-bearing debt 2.004.060 1.637.298 2.560.022 2.860.204 2.896.389 0

Investments in other companies (financial) 146.765 79.581 44.282 5.078 957 na

Prepaid income taxes 28.232 45.976 39.537 66.196 na

Cash and cash equivalents 449.535 468.969 484.722 2.621.122 2.544.089 na

Assets held for sale 2.653 3.024 na

Interest-bearing assets 596.300 576.781 574.980 2.668.389 2.614.265 0

Net-interest-bearing debt (NIBD) 1.407.760 1.060.517 1.985.042 191.815 282.124 0

Invested Capital 6.460.193 7.015.956 7.913.456 7.853.175 7.622.348 na
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Income Statement 2009 2010 2011 2012 2013 2014 2015

Sales revenue 1.612.619 2.446.490 2.046.991 2.050.065 2.404.215 2.665.284 4.638.370

Other income 8.746 10.161 16.568 28.217 20.827 9.943

Other gains an losses 80 -763 201 -53 63.815

Share of profit from asssociated companies and joint ventures 377 4.747 13.704 12.744 5.645 10.002 6.994

Cost of sales -900.581 -932.118 -889.677 -1.202.314 -968.978 -1.153.526 -2.738.926

Salaries and personel expenses -193.300 -238.409 -238.382 -276.103 -302.223 -339.592 -409.432

Other operating expenses -252.456 -603.164 -603.585 -642.374 -675.156 -774.460 -1.235.695

EBITDA before fait value adjustments of biological assets 275485 686944 345820 -29818 484330 481466 261311

Depreciation -118.300 -115.912 -136.984 -157.075 -133.468 -135.387 -164.547

Amortisation of licences and onther intagible assets -3.282 68.723 -3.222 -4.270 -2.569 -5.222 -49.022

EBIT before fait value adjustments of biological assets 153.903,00 639.755,00 205.614,00 -191.163,00 348.293,00 340.857,00 47.742,00

Fair value adjustment of biological assets 115.276 207.629 -395.180 98.063 267.450 -127.108 33.209

EBIT 269.179,00 847.384,00 -189.566,00 -93.100,00 615.743,00 213.749,00 80.951,00

Financial income 136.333,0 54.675,0 31.141,00 3.173,00 33.381,00 50.758,00 -93.301,00

Financial expenses -89.606,0 -51.882,0 -61.963,00 -111.520,00 -106.437,00 -106.480,00 0,00

Share of profit/loss from associated companies 1.608,0 7.590,0 25.165,00 -913,00 2.244,00 2.865,00 3.142,00

Profit before tax 317.514,00 857.767,00 -195.223,00 -202.360,00 544.931,00 160.892,00 -9.208,00

Corporation tax -86.640,0 -226.727,0 72.064,00 55.170,00 -113.945,00 -22.806,00 18.608,00

Ordinary income after tax 230.874,00 631.040,00 -123.159,00 -147.190,00 430.986,00 138.086,00 9.400,00

Net income 230.874,00 631.040,00 -123.159,00 -147.190,00 430.986,00 138.086,00 9.400,00

Dividends

Retained Earnings 230.874,00 631.040,00 -123.159,00 -147.190,00 430.986,00 138.086,00 9.400,00

Marginal tax rate 28% 28% 28% 28% 28% 27% 27%

Effective tax rate 27,3% 26,4% 36,9% 27,3% 20,9% 14,2% 202,1%

Balance Sheet 
Assets 2009 2010 2011 2012 2013 2014 2015

Non-curent assets

Goodwill 87.583,0 90.540,0 105.373 105.108 107.310 108.708 109.863

Licences 818.340,0 926.170,0 987.596 976.740 994.066 1.066.184 1.093.338

Property and equipment 819.110,0 923.546,0 1.126.699 1.141.317 1.204.207 1.424.562 1.534.788

Other long-term assets (operational) 1.958,0 311 53 255 5.193

Investments in associated companies 15.542,0 36.905,0 38.383 50.249 42.210 42.004 25.947

Avaiable for sale financial assets 945,0 557,0 1.307 1.337 1.392 1.518

Other intangleble assets 5.578,0 3.160,0 4.618 3.800 4.545 11.517 16.975

Total non-current assets 1.747.098 1.982.836 2.264.287 2.278.604 2.353.985 2.654.493 2.786.104

Current assets

Trade receivables 188.052,0 265.350,0 223682 124657 177814 254043 581904

Financial instruments 20.350,0 1178 518

Other receivables 57.051,0 43.265,0 64581 51299 54015 57287 184251

Inventory 49.180,0 58.409,0 67355 65692 74015 88250 90867

Cash and cash equivalents 139.778,0 143.727,0 152622 239885 163913 144003 392020

Biological assets 1367061 1564041 1404934 1310142 1766332 1844097 1929115

Total current assets 1821472 2074792 1914352 1791675 2236607 2387680 3178157

Total assets 3.568.570,0 4.057.628,0 4.178.639,0 4.070.279,0 4.590.592,0 5.042.173,0 5.964.261,0

Equity and liabilities (DKKm) 2009 2010 2011 2012 2013 2014 2015

Equity

Share capital 446.648,0 446.648,0 446648 446648 446648 446648 446648

Non-controlling interests 716634 0 -5000 -5000 -5000 -5000 -5000

Other equity -19734 1561 -16791 -51942 -2181 93095

Retained earnings 230873 1534196 1265293 1123524 1549090 1687176 1800948

Total equity 1374421 1982405 1690150 1513230 1988557 2221919 2242596

Non-current liabilities

Deferred tax liabilities 332.686,0 534.790,0 486702 426781 557350 559542 569745

Pension obligations 1.927,0 2.051,0 1557 1110 610 198 4498

Cash-setteled share options 1.351,0 5.845,0 194 9267 9567 3263

Long term borrowings 724.967,0 661.267,0 613673 975844 874702 982468 1812654

Financial leasing liabilities 198167 168.856,0 179670 156150 170251 236430

Total non-current liabilities 1259098 1372809 1281796 1569152 1612480 1781901 2386897

Current liabilities

Short term loan facility 482.989,0 260.000,0 700000 500000 425000 162930

Current portion of long term borrowings 85.295,0 79.000,0 79983 109542 111060 487664

Current portion of financial leasing liabilities 37383 41726 44662 44730 46149 53231

Accountas payable 233.443,0 253.305,0 303196 246119 317753 300521 653083

Acrued salary expense and public tax payable 13.869,0 25.104,0 22514 19720 21731 13013

Financial intrumetns 9.672,0 1.605,0 7887 13805 11631 23475 29985

Other current liabilities 72.400,0 41.674,0 48452 53982 56232 160448 488769

Total current liabilities 935051 702414 1206694 987898 989556 1038352 1334767

Total liabilities 2194149 2075223 2488490 2557050 2602036 2820253 3721664

Total equity and liabilities 3568570 4057628 4178640 4070280 4590593 5042172 5964260
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Analytical Income Statement 2009 2010 2011 2012 2013 2014 2015

Sales revenue 1.612.619 2.446.490 2.046.991 2.050.065 2.404.215 2.665.284 4.638.370

Other income 9.203 14.145 30.473 40.908 26.472 83.760 6.994

Net revenue 1.621.822 2.460.635 2.077.464 2.090.973 2.430.687 2.749.044 4.645.364

Cost of sales -900.581 -932.118 -889.677 -1.202.314 -968.978 -1.153.526 -2.738.926

Gros profit 721.241 1.528.517 1.187.787 888.659 1.461.709 1.595.518 1.906.438

Salaries and personel expenses -193.300 -238.409 -238.382 -276.103 -302.223 -339.592 -409.432

Other operating expenses -252.456 -603.164 -603.585 -642.374 -675.156 -774.460 -1.235.695

EBITDA 275.485 686.944 345.820 -29.818 484.330 481.466 261.311

Depreciation, amortization and impairments -121.582 -47.189 -140.206 -161.345 -136.037 -140.609 -213.569

EBIT 153.903 639.755 205.614 -191.163 348.293 340.857 47.742

Corporation tax -86.640 -226.727 72.064 55.170 -113.945 -22.806 18.608

Tax on non operating assets -19.194 -57.354 102.020 -57.795 -95.342 19.988 -34.158

Tax on EBIT -105.834 -284.081 174.084 -2.625 -209.287 -2.818 -15.550

NOPAT 48.069 355.674 379.698 -193.788 139.006 338.039 32.192

Financial income/expenses 46.727 2.793 -30.822 -108.347 -73.056 -55.722 -93.301

Share of profit/loss from associated companies 1.608 7.590 25.165 -913 2.244 2.865 3.142

Tax shield, net financial expenses -13.084 -782 8.630 30.337 20.456 15.602 25.191

Net financial expenses, after tax 35.251 9.601 2.973 -78.923 -50.356 -37.255 -64.968

Fair value adjustment of biological assets 115.276 207.629 -395.180 98.063 267.450 -127.108 33.209

Tax on special items 32.277 58.136 -110.650 27.458 74.886 -35.590 8.966

Special items, after tax 147.553 265.765 -505.830 125.521 342.336 -162.698 42.175

Net earnings 230.874 631.040 -123.159 -147.190 430.986 138.086 9.400

Analytical Balance Sheet
Invested Capital 2010 2011 2012 2013 2014 2015

Non-curent assets

Goodwill 89.062 97.957 105.241 106.209 108.009 109.286

Licences 872.255 956.883 982.168 985.403 1.030.125 1.079.761

Property and equipment 871.328 1.025.123 1.134.008 1.172.762 1.314.385 1.479.675

Investments in associated companies 26.224 37.644 44.316 46.230 42.107 33.976

Other long-term assets (operational) 979 1.135 182 154 128 2.597

Other intangleble assets 4.369 3.889 4.209 4.173 8.031 14.246

Total non-current assets 1.864.216 2.122.630 2.270.124 2.314.930 2.502.784 2.719.540

Current assets

Biological assets 1.465.551 1.484.488 1.357.538 1.538.237 1.805.215 1.886.606

Trade receivables 226.701 244.516 174.170 151.236 215.929 417.974

Other receivables 50.158 53.923 57.940 52.657 55.651 120.769

Inventory 53.795 62.882 66.524 69.854 81.133 89.559

Total current assets 1.796.205 1.845.809 1.656.171 1.811.983 2.157.927 2.514.907

Non-interest-bearing debt

Deferred tax liabilities 433.738 510.746 456.742 492.066 558.446 564.644

Pension obligations 1.989 1.804 1.334 860 404 2.348

Cash-setteled share options 3.598 3.020 4.731 9.417 6.415 1.632

Accountas payable 243.374 278.251 274.658 281.936 309.137 476.802

Acrued salary expense and public tax payable 19.487 23.809 21.117 20.726 17.372 6.507

Other current liabilities 57.037 45.063 51.217 55.107 108.340 324.609

Total non-interest-bearing debt 759.223 862.692 809.797 860.111 1.000.114 1.376.540

Invested Capital (Net opeating assets) 2.901.198 3.105.746 3.116.498 3.266.802 3.660.597 3.857.907

Total equity 1.678.413 1.836.278 1.601.690 1.750.894 2.105.238 2.232.258

Net-interest-bearing debt (NIBD)

Long term borrowings 693.117 637.470 794.759 925.273 928.585 1.397.561

Financial leasing liabilities 183.512 174.263 167.910 163.201 203.341 118.215

Short term loan facility 371.495 480.000 600.000 462.500 212.500 81.465

Current portion of long term borrowings 82.148 79.492 94.763 110.301 299.362 243.832

Current portion of financial leasing liabilities 39.555 43.194 44.696 45.440 49.690 26.616

Financial intrumetns 5.639 4.746 10.846 12.718 17.553 26.730

Interest-bearing debt 1.375.464 1.419.165 1.712.973 1.719.432 1.711.031 1.894.419

Avaiable for sale financial assets 751 932 1.322 1.365 1.455 759

Financial instruments 10.175 589 589 259 259 0

Cash and cash equivalents 141.753 148.175 196.254 201.899 153.958 268.012

Interest-bearing assets 152.679 149.696 198.165 203.523 155.672 268.771

Net-interest-bearing debt (NIBD) 1.222.785 1.269.469 1.514.809 1.515.910 1.555.359 1.625.648

Invested Capital 2.901.198 3.105.747 3.116.499 3.266.803 3.660.597 3.857.906
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Marine Harvest 

 

 

Income Statement ( NOK MILLION) 2009 2010 2011 2012 2013 2014 2015

Revenue and other income 14.651,20 15.191,40 16.132,80 15.463,60 19.199,40 25.531,30 27.880,70

Net revenue 14.651,20 15.191,40 16.132,80 15.463,60 19.199,40 25.531,30 27.880,70

Cost of materials -8.828,3 -7.690,7 -8.398,60 -9.666,50 -9.998,50 -13.677,40 -15.858,40

Gross Profit 5.822,90 7.500,70 7.734,20 5.797,10 9.200,90 11.853,90 12.022,30

Fair value uplift on harvested fish -3.250,60 -1.575,80 -4.323,70 -5.518,50 -4.098,90

Fair value on biological assets 301,2 1.091,7 1.736,60 1.926,00 6.118,30 5.007,70 4.189,20

Salary and personel expenses -2.167,4 -2.202,5 -2.177,80 -2.418,60 -2.674,30 -3.320,90 -3.825,50

Other operating expenses -1.448,2 -1.453,8 -2.063,20 -2.163,60 -2.581,90 -3.350,00 -3.969,90

Depreciation and amortization -687,7 -653,1 -666,70 -677,20 -762,50 -966,80 -1.252,00

Provision for onerous contract 0 -14,3 -5,80 -6,10 -124,70 23,70 -6,60

Restructuring costs -170 -4 -21,80 -0,80 -272,80 -52,90 -136,30

Other non-operational items 0,0 0,0 0,00 0,00 -74,40 -168,20 21,70

Income/loss from associated companies 69,5 202,0 -8,50 88,30 221,80 149,50 209,70

Impairment losses -373,1 -5,0 -67,00 -0,50 -65,00 -24,10 -60,90

Operating profit (EBIT) 1.347,70 4.461,30 1.209,40 968,80 4.661,70 3.633,40 3.092,80

Intrest expenses -367,8 -392,9 -405,80 -382,80 -640,20 -544,60 -416,50

Net currency effects 366,8 682,0 236,40 523,30 -311,70 -388,40 37,70

Other financial items -207,9 23,7 342,90 -320,00 -252,40 -1.213,70 -473,80

Profit before tax 1.138,80 4.774,10 1.382,90 789,30 3.457,40 1.486,70 2.240,20

Corporation tax -358,3 -1.143,9 -261,70 -376,50 -1.026,80 -752,00 -820,50

Ordinary income after tax 780,50 3.630,20 1.121,20 412,80 2.430,60 734,70 1.419,70

Profit (loss) from discontinued operations 0,00 0,00 91,90 204,80 -2,10

Net income 780,50 3.630,20 1.121,20 412,80 2.522,50 939,50 1.417,60

Dividends

Retained Earnings 780,50 3.630,20 1.121,20 412,80 2.522,50 939,50 1.417,60

Marginal tax rate 28% 28% 28% 28% 28% 27% 27%

Effective tax rate 31,5% 24,0% 18,9% 47,7% 29,7% 50,6% 36,6%

Balance Sheet (NOK MILLION)
Assets 2009 2010 2011 2012 2013 2014 2015

Non-curent assets

Goodwill 2.142,6 2.111,6 2.146,10 2.115,50 2.374,90 2.416,90 2484,70

Licences 5.409,5 5.442,5 5.577,50 5.435,40 6.036,10 6.514,90 7163,80

Property and equipment 3.518,1 3.885,1 4.167,50 4.111,90 6.677,25 8.257,20 9246,40

Deferred tax assets 54,5 118,6 160,10 73,90 178,80 147,30 110,30

Other long-term assets (operational) 25,80 73,20 8,80 14,50

Investments in associated companies 520,1 678,9 624,40 647,30 900,40 978,20 1188,80

Other shares 118,8 124,2 92,10 1.008,60 132,10 166,10 24,40

Other intangible assets 136,0 132,9 123,10 114,20 188,40 166,50 265,00

Total non-current assets 11.899,6 12.493,8 12.916,6 13.580,0 16.496,8 18.661,6 20.483,4

Current assets

Trade receivables 1.672,1 1.844,0 1914,90 1782,00 3191,40 3360,20 5466,70

Restricted cash (current) 66,00 89,30 167,10 213,10

Other receivables 551,6 817,2 609,80 592,70 1086,50 1110,50

Inventory 742,7 775,8 783,00 819,70 1751,10 2400,80 2664,50

Asset held for sale 1059,10 19,00 17,40

Cash and cash equivalents 172,0 319,0 213,10 246,00 439,10 1195,20 688,70

Biological assets 5.351,1 7.278,1 6285,20 6207,90 9536,60 10014,00 10939,60

Total current assets 8.490 11.034 9.872 9.738 17.231 18.313 19.777

Total assets 20.389,1 23.527,9 22.788,6 23.317,6 33.727,7 36.974,4 40.260,3

Equity and liabilities (DKKm) 2009 2010 2011 2012 2013 2014 2015

Equity

Share capital 11.415,5 12.500,2 10766,30 11619,70 16318,50 14702,20 18178,30

Non-controlling interests 45 70,5 75,80 69,00 27,80 16,00 8,90

Total equity 11.460,5 12.570,7 10.842,1 11.688,7 16.346,3 14.718,2 18.187,2

Non-current liabilities

Non-current intrest bearing debt 5.116,9 5.107,3 6589,40 5338,50 7710,20 10669,10 10279,30

Deferred tax liabilities 1.142,6 2.237,9 2351,90 2543,70 3365,00 3568,90 3759,30

Other non-current liabiulities 99,8 571,1 99,50 414,80 976,05 2334,20 2125,50

Total non-current liabilities 6.359,3 7.916,3 9.040,8 8.297,0 12.051,3 16.572,2 16.164,1

Current liabilities

Current intrest bearing debt 130,3 429,5 157,00 377,80 686,70 7,00 1,50

Other current liabilities (operational) 1.048,6 1.112,2 875,70 1025,00 1811,50 2133,70 5907,50

Other current liabilities (financial) 304,60 450,40 156,20 978,60

Trade payables 1.339,8 1.450,2 1481,80 1452,50 2232,60 2039,20

Liabilities held for sale 190,50

Current tax liabilities 50,6 49,0 86,6 26,2 252,6 525,5

Total current liabilities 2569,3 3040,9 2905,7 3331,9 5330,1 5684,0 5909,0

Total liabilities 8.929 10.957 11.947 11.629 17.381 22.256 22.073

Total equity and liabilities 20.389,1 23.527,9 22.788,6 23.317,6 33.727,7 36.974,4 40.260,3
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Analytical Income Statement (NOK MILLION) 2009 2010 2011 2012 2013 2014 2015

Revenue and other income 14.651,20 15.191,40 16.132,80 15.463,60 19.199,40 25.531,30 27.880,70

Net revenue 14.651,20 15.191,40 16.132,80 15.463,60 19.199,40 25.531,30 27.880,70

Cost of materials -8.828,30 -7.690,70 -8.398,60 -9.666,50 -9.998,50 -13.677,40 -15.858,40

Gross Profit 5.822,90 7.500,70 7.734,20 5.797,10 9.200,90 11.853,90 12.022,30

Salary and personel expenses -2.167,40 -2.202,50 -2.177,80 -2.418,60 -2.674,30 -3.320,90 -3.825,50

Other operating expenses -1.448,20 -1.453,80 -2.063,20 -2.163,60 -2.581,90 -3.350,00 -3.969,90

Provision for onerous contract 0,00 -14,30 -5,80 -6,10 -124,70 23,70 -6,60

Income/loss from associated companies 69,50 202,00 -8,50 88,30 221,80 149,50 209,70

Restructuring costs -169,50 -4,40 -21,80 -0,80 -272,80 -52,90 -136,30

EBITDA 2.107,30 4.027,70 3.457,10 1.296,30 3.769,00 5.303,30 4.293,70

Depreciation, amortization and impairments -1.060,80 -658,10 -733,70 -677,70 -827,50 -990,90 -1.312,90

EBIT 1.046,50 3.369,60 2.723,40 618,60 2.941,50 4.312,40 2.980,80

Corporation tax -358,30 -1.143,90 -261,70 -376,50 -1.026,80 -752,00 -820,50

  -142,83 -218,09 472,50 -148,32 -818,86 -410,96 -260,44

Tax on EBIT -501,13 -1.361,99 210,80 -524,82 -1.845,66 -1.162,96 -1.080,94

NOPAT 545,37 2.007,61 2.934,20 93,78 1.095,84 3.149,44 1.899,86

Financial income/expenses -1,00 289,10 -169,40 140,50 -951,90 -933,00 -378,80

Other financial items -207,90 23,70 342,90 -320,00 -252,40 -1.213,70 -473,80

Tax shield, net financial expenses 58,49 -87,58 -48,58 50,26 337,20 601,08 230,20

Net financial expenses, after tax -150,41 225,22 124,92 -129,24 -775,20 -1.340,82 -624,50

Fair value uplift on harvested fish 0 0 -3250,6 -1575,8 -4323,7 -5518,5 -4098,9

Fair value on biological assets 301,2 1091,7 1736,6 1926 6118,3 5007,7 4189,2

Other non-operational items 0 0 0 0 -74,4 -168,2 21,7

Tax on special items 84,336 305,676 -423,92 98,056 481,656 -190,12 30,24

Special items, after tax 385,536 1397,376 -1937,92 448,256 2201,856 -869,12 142,24

Net earnings 780,50 3.630,20 1.121,20 412,80 2.522,50 939,50 1.417,60

Analytical Balance Sheetn (NOK MILLION)
Invested Capital 2010 2011 2012 2013 2014 2015

Non-curent assets

Goodwill 2.127 2.129 2.131 2.245 2.396 2.451

Licences 5.426 5.510 5.506 5.736 6.276 6.839

Property and equipment 3.702 4.026 4.140 5.395 7.467 8.752

Other long-term assets (operational) 0 13 50 41 12 15

Deferred tax assets 87 139 117 126 163 129

Other intangible assets 134 128 119 151 177 216

Investments in associated companies 600 652 636 774 939 1.084

Total non-current assets 12.075 12.597 12.698 14.468 17.430 19.485

Current assets

Biological assets 6.315 6.782 6.247 7.872 9.775 10.477

Trade receivables 1.758 1.879 1.848 2.487 3.276 4.413

Other receivables 684 714 601 840 1.099 1.111

Inventory 759 779 801 1.285 2.076 2.533

Asset held for sale 0 0 0 530 539 18

Total current assets 9.516 10.154 9.498 13.014 16.765 18.552

Non-interest-bearing debt

Deferred tax liabilities 1.690 2.295 2.448 2.954 3.467 3.664

Other current liabilities (operational) 1.080 994 950 1.418 1.973 4.021

Trade payables 1.395 1.466 1.467 1.843 2.136 2.039

Current tax liabilities 50 68 56 139 389 526

Total non-interest-bearing debt 4.215 4.823 4.922 6.355 7.965 10.249

Invested Capital (Net opeating assets) 17.376 17.928 17.274 21.127 26.230 27.787

Total equity 12.016 11.706 11.265 14.018 15.532 16.453

Net-interest-bearing debt (NIBD)

Non-current intrest bearing debt 5.112 5.848 5.964 6.524 9.190 10.474

Other non-current liabiulities 335 335 257 695 1.655 2.230

Current intrest bearing debt 280 293 267 532 347 4

Other current liabilities (financial) 0 152 378 303 567 489

Liabilities held for sale 0 0 0 95 95 0

Interest-bearing debt 5.727 6.629 6.866 8.151 11.854 13.198

Other shares 122 108 550 570 149 95

Restricted cash (current) 0 33 78 128 190 213

Cash and cash equivalents 246 266 230 343 817 942

Interest-bearing assets 367 407 858 1.041 1.156 1.250

Net-interest-bearing debt (NIBD) 5.360 6.222 6.008 7.109 10.698 11.947

Invested Capital 17.376 17.928 17.274 21.127 26.230 28.400
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Lerøy 

 

 

Income Statement 2009 2010 2011 2012 2013 2014 2015

Revenue 7473807 8.887.671,0 9.176.873 9.102.941 10.818.519,0 12.696.874,0 13.484.930,0

Net revenue 7473807 8.887.671 9.176.873 9.102.941 10.818.519 12.696.874 13.484.930

Cost of sales -5.177.492,0 -5.479.869,0 -6.184.793,0 -6.499.768,0 -7.039.813,0 -8.450.392,0 -8.812.414,0

Gross Profit 2296315 3.407.802,0 2.992.080,0 2.603.173,0 3.778.706,0 4.246.482,0 4.672.516,0

Change in inventories 135.068,0 -132.291,0 318.613 57.449 258.380 447.053

Saleries and other personel costs -690477 -777.845,0 -967.789 -1.031.872 -1.094.464 -1.270.880 -1.411.024

Other operating costs -586.743,0 -691.791,0 -858.107 -853.884 -1.004.148 -1.262.518 -1.447.625

Operating profit before special items 1154163 1.805.875 1.484.797 774.866 1.938.474 2.160.137 1.813.867

Depreciation and amortization -204.007,0 -219.624,0 -271.899 -291.768 -307.175 -369.480 -433.916

Impairments -33.000 -5.500 -1.982

Operating profit (EBIT) before biomass adjustments 950156 1.586.251,0 1.212.898,0 450.098,0 1.625.799,0 1.788.675,0 1.379.951,0

Adjusted of biomass to fair value -60483 -298538 615767 -294.735 -764.229 327.414 -188508

Operating profit (EBIT) 1010639 1884789 597.131,0 744.833,0 2.390.028,0 1.461.261,0 1.568.459,0

Income from associated companies 62.744,0 122066 19.741 24.831 192.188 91.939 61.376

Net financial items -86.105,0 -66.272,0 -81.884 -95.153 -101.840 -119.790 -128.728

Profit before tax 987278 1.940.583,0 534.988,0 674.511,0 2.480.376,0 1.433.410,0 1.501.107,0

Corporation tax -257.137,0 -510.952,0 -156.311 -182.749 -593.891 -328.939 -268.225

Ordinary income after tax 730141 1.429.631,0 378.677,0 491.762,0 1.886.485,0 1.104.471,0 1.232.882

Profit (loss) from discontinued operations

Net income 730141 1.429.631,0 378.677,0 491.762,0 1.886.485,0 1.104.471,0 1.232.882,0

Dividends

Retained Earnings 730141 1.429.631,0 382.705,0 480.799,0 1.886.485,0 1.104.471,0 1.232.882,0

Marginal tax rate 28% 28% 28% 28% 28% 27% 27%

Effective tax rate 26% 26,3% 29,2% 27,1% 23,9% 22,9% 17,9%

Balance Sheet 
Assets 2009 2010 2011 2012 2013 2014 2015

Non-curent assets

Licences, right and goodwill 2.959.611,0 3.847.760,0 3.878.873 3.972.053 3.987.141 4.234.391 4.391.452

Buildings, real estate, operating accessories 1.225.399,0 1.586.334,0 1.836.384 2.094.539 2.377.012 2.676.716 2.899.633

Deferred tax assets 4.461,0 3.697,0 6.546 21.545 11.807 42.263

Shares in associated companies (operational) 272.970,0 338.864,0 329.168 331.056 735.071 566.965

Shares available for sale (financial) 23.115,0 22.989,0 23.173 18.281 5.553 8.066 695.492

Long- term receivables 11.928,0 8.129,0 8.453 8.607 26.171 32.263

Total non-current assets 4.497.484,0 5.807.773,0 6.082.597,0 6.446.081,0 7.142.755,0 7.560.664,0 7.986.577,0

Current assets

Accounts receivable 876.127,0 1.013.932,0 934.443 995.289 1.486.428 1.427.796 1.876.618

Other receivables 130.734,0 176.282,0 148.395 199.083 316.192 302.692

Biological assets (fish in sea)  (operational) 1.858.562,0 2.706.733,0 2.370.938 2.724.941 3.727.361 3.681.993 4.320.830

Cash and cash equivalents 707.989,0 1.357.096,0 1.597.429 1.082.797 872.513 1.360.272 1.247.614

Other inventories 236.311,0 290.379,0 328.046 326.225 358.482 524.947 552.065

Total current assets 3.809.723 5.544.422 5.379.251 5.328.335 6.760.976 7.297.700 7.997.127

Total assets 8.307.207,0 11.352.195,0 11.461.848,0 11.774.416,0 13.903.731,0 14.858.364,0 15.983.704,0

Equity and liabilities (DKKm) 2009 2010 2011 2012 2013 2014 2015

Equity

Share capital 53.577,0 54.577 54.577 54.577 54.577 54.577 2.785.936

Own shares -12.355,0 -12.355 -330 -330 -330 -330

Share premium reserve 2.601.390,0 2.731.690 2.731.690 2.731.690 2.731.690 2.731.690 5.099.760

Other equity 1.639.076,0 2.671.798 2.476.898 2.528.638 3.969.263 4.476.377

Non-controlling interests 18.568,0 548.564 534.931 649.391 793.747 817.282 878.357

Total equity 4300256 5.994.274,0 5.797.766,0 5.963.966,0 7.548.947,0 8.079.596,0 8.764.053,0

Non-current liabilities

Long-term debt 1.504.707,0 2.221.701,0 2.429.365 2.402.770 2.356.803 2.767.118 2.377.123

Deferred tax liabilities 834.877,0 1.260.028,0 1.083.693 1.230.458 1.486.972 1.531.262 1.698.412

Other long-term liabilities and Pension costs 15.816,0 10.337,0 14.980 52.434 39.927 138.858

Total non-current liabilities 2355400 3.492.066,0 3.528.038 3.685.662 3.883.702 4.437.238 4.075.535

Current liabilities

Short-term loan 646.105,0 434.121 760.977 911.887 682.574 469.276 1.678.972

Accrued expenses (operational) and public duties payable 295.899,0 398.288 321.977 279.826 387.491 400.507

Accrued expenses (financial) 25.820 17.473 21.239 83.161 1.465.144

Accounts payable 615.996,0 638.213 705.165 826.677 1.059.434 1.053.524

Tax payable 93.551,0 395.233 322.105 88.925 320.344 335.062

Total current liabilities 1651551 1865855,0 2.136.044 2.124.788 2.471.082 2.341.530 3.144.116

Total liabilities 4006951 5.357.921 5.664.082 5.810.450 6.354.784 6.778.768 7.219.651

Total equity and liabilities 8307207 11.352.195,0 11.461.848,0 11.774.416,0 13.903.731,0 14.858.364,0 15.983.704,0
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Analytical Income Statement 2009 2010 2011 2012 2013 2014 2015

Revenue 7.473.807 8.887.671 9.176.873 9.102.941 10.818.519 12.696.874 13.484.930

Net revenue 7.473.807 8.887.671 9.176.873 9.102.941 10.818.519 12.696.874 13.484.930

Cost of sales -5.177.492 -5.479.869 -6.184.793 -6.499.768 -7.039.813 -8.450.392 -8.812.414 

Gross Profit 2.296.315 3.407.802 2.992.080 2.603.173 3.778.706 4.246.482 4.672.516

Change in inventories 135.068 -132.291 318.613 57.449 258.380 447.053 0

Saleries and other personel costs -690.477 -777.845 -967.789 -1.031.872 -1.094.464 -1.270.880 -1.411.024 

Other operating costs -586.743 -691.791 -858.107 -853.884 -1.004.148 -1.262.518 -1.447.625 

Income from associated companies 62.744 122.066 19.741 24.831 192.188 91.939 61.376

EBITDA 1.216.907 1.927.941 1.504.538 799.697 2.130.662 2.252.076 1.875.243

Depreciation, amortization and impairments -204.007,0 -219.624,0 -271.899,0 -324.768,0 -312.675,0 -371.462,0 -433.916,0

EBIT 1.012.900 1.708.317 1.232.639 474.929 1.817.987 1.880.614 1.441.327

Corporation tax -257.137 -510.952 -156.311 -182.749 -593.891 -328.939 -268.225 

Tax on non operating assets -7174 65034 -195342 55883 185469 -125217 16141

Tax on EBIT -264.311 -445.918 -351.653 -126.866 -408.422 -454.156 -252.084 

NOPAT 748.588,8 1.262.399,5 880.985,7 348.063,0 1.409.564,9 1.426.457,9 1.189.242,6

Net financial items -86.105 -66.272 -81.884 -95.153 -101.840,0 -119.790 -128.728 

Tax shield, net financial expenses 24109 18556 22928 26643 28515 33541 34757

Net financial expenses, after tax -61.995,6 -47.715,8 -58.956,5 -68.510,2 -73.324,8 -86.248,8 -93.971,4 

Adjusted of biomass to fair value 60483 298538 -615767 294735 764229 -327414 188508

Tax shield on biomass -16935 -83591 172415 -82526 -213984 91676 -50897

Special items, after tax 43548 214947 -443352 212209 550245 -235738 137611

Net earnings 730.141,0 1.429.631,0 378.677,0 491.762,0 1.886.485,0 1.104.471,0 1.232.882,0

Analytical Balance Sheet
Invested Capital 2010 2011 2012 2013 2014 2015
Non-curent assets

Licences, right and goodwill 3403685,5 3.863.317 3.925.463 3.979.597 4.110.766 4.312.922

Buildings, real estate, operating accessories 1405866,5 1.711.359 1.965.462 2.235.776 2.526.864 2.788.175

Shares in associated companies (operational) 305917 334.016 330.112 533.064 651.018 283.483

Deferred tax assets 4079 5.122 14.046 16.676 27.035 21.132

Long- term receivables 10028,5 8.291 8.530 17.389 29.217 16.132

Total non-current assets 5129576,5 5.922.104 6.243.612 6.782.501 7.344.900 7.421.842

Current assets

Other inventories 263345 309212,5 327.136 342.354 441.715 538.506

Accounts receivable 945029,5 974.188 964.866 1.240.859 1.457.112 1.652.207

Other receivables 153508 162.339 173.739 257.638 309.442 151.346

Biological assets (fish in sea)  (operational) 2282647,5 2.538.836 2.547.940 3.226.151 3.704.677 4.001.412

Total current assets 3644530 3.984.574 4.013.680 5.067.001 5.912.946 6.343.471

Non-interest-bearing debt

Deferred tax liabilities 1047452,5 1.171.861 1.157.076 1.358.715 1.509.117 1.614.837

Accrued expenses (operational) and public duties payable 347093,5 360.133 300.902 333.659 393.999 200.254

Accounts payable 627104,5 671.689 765.921 943.056 1.056.479 526.762

Tax payable 244392 358.669 205.515 204.635 327.703 167.531

Total non-interest-bearing debt 2266042,5 2.562.351 2.429.413 2.840.064 3.287.298 2.509.384

Invested Capital (Net opeating assets) 6508064 7.344.327 7.827.879 9.009.438 9.970.548 11.255.929

Total equity 5147265 5.896.020 5.880.866 6.756.457 7.814.272 8.421.825

Net-interest-bearing debt (NIBD)

Long-term debt 1863204 2.325.533 2.416.068 2.379.787 2.561.961 2.572.121

Other long-term liabilities and Pension costs 13076,5 12.659 33.707 46.181 89.393 69.429

Short-term loan 540113 597.549 836.432 797.231 575.925 1.074.124

Accrued expenses (financial) 0 12.910 21.647 19.356 52.200 774.153

Interest-bearing debt 2416393,5 2.948.651 3.307.853 3.242.554 3.279.478 4.489.826

Shares available for sale (financial) 23052 23.081 20.727 11.917 6.810 351.779

Cash and cash equivalents 1032542,5 1.477.263 1.340.113 977.655 1.116.393 1.303.943

Interest-bearing assets 1055594,5 1.500.344 1.360.840 989.572 1.123.202 1.655.722

Net-interest-bearing debt (NIBD) 1360799 1.448.307 1.947.013 2.252.982 2.156.276 2.834.104

Invested Capital 6508064 7.344.327 7.827.879 9.009.438 9.970.548 11.255.929
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Appendix 6: Profitability ratios 

 

 

Company: 2010 2011 2012 2013 2014 2015

SalMar 28,37% 18,36% 10,34% 22,69% 27,49% 19,71%

Lerøy 26,25% 16,78% 6,07% 20,18% 18,86% 12,81%

Marine Harvest 19,39% 15,19% 3,58% 13,92% 16,44% 10,46%

Cermaq 22,77% 20,03% 4,35% 7,04% 6,28% na.

Grieg Seafood 26,00% 9,90% -9,14% 14,33% 12,40% 1,03%

Company: 2010 2011 2012 2013 2014 2015
SalMar 28,77% 15,39% 8,21% 22,60% 27,69% 18,89%

Lerøy 26% 17% 6% 20% 19% 13%

Marine Harvest 19% 15% 4% 14% 17% 10%

Cermaq 23% 20% 4% 7% 6% na.

Grieg Seafood 22% 7% -6% 11% 9% 1%

Company: 2010 2011 2012 2013 2014 2015

SalMar 1,01 0,84 0,79 1,00 1,01 0,96

Lerøy 1,36564 1,25 1,16 1,20 1,27 1,20

Marine Harvest 0,87 0,90 0,90 0,91 0,97 0,98

Cermaq 1,55 1,66 1,47 0,66 0,74 na.

Grieg Seafood 0,85 0,67 0,67 0,74 0,75 1,20

Company: 2010 2011 2012 2013 2014 2015
SalMar 51,80% 25,13% 11,98% 40,66% 36,50% 25,93%

Lerøy 31,90% 19,52% 6,46% 25,40% 22,53% 15,59%

Marine Harvest 30,65% 24,75% 3,90% 13,05% 15,26% 12,92%

Cermaq 28,33% 22,95% 5,28% 6,70% 5,14% na.

Grieg Seafood 38,74% 10,89% -18,76% 15,85% 13,68% -1,90%

Turnoverrate on invested capital

ROE before tax

ROIC before tax

Profit margin before tax
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Appendix 7: Formulas - Du Pont 

              

 
 

            

             

              

 
 

            

             
 

 

      

       
 

      

        

2010 2011 2012 2013 2014 2015

ROIC 28,77% 15,39% 8,21% 22,60% 27,69% 18,89%

NBC -8% 5% 5% -10% 6% 4%

SPREAD 37% 10% 4% 32% 22% 15%

ROIC 26% 17% 6% 20% 19% 13%

NBC 5% 6% 5% 5% 6% 5%

SPREAD 21% 11% 1% 16% 13% 8%

ROIC 19% 15% 4% 14% 17% 10%

NBC -6% -3% 3% 17% 20% 7%

SPREAD 25% 18% 1% -3% -3% 3%

ROIC 23% 20% 4% 7% 6% na.

NBC 3% 4% 2% 21% 36% na.

SPREAD 20% 16% 3% -14% -30% na.

ROIC 22% 7% -6% 11% 9% 1%

NBC -1% 0% 7% 5% 3% 6%

SPREAD 23% 6% -13% 6% 6% -4%

SalMar

Lerøy

Marine 

Harvest

Cermaq

Grieg 

seafood

Spread before tax

2010 2011 2012 2013 2014 2015
62% 95% 104% 56% 40% 48%

26% 25% 33% 33% 28% 34%

45% 53% 53% 51% 69% 73%

28% 18% 33% 3% 4% na.

73% 69% 95% 87% 74% 73%

Source: Compiled by authors

Financial leverage

Salmar

Lerøy

Marine Harvest

Cermaq

Grieg seafood

𝐸𝑉𝐴 = (𝑅𝑂𝐼𝐶 − 𝑊𝐴𝐶𝐶) × 𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 

𝑅𝑂𝐼𝐶 = 𝑃𝑟𝑜𝑓𝑖𝑡 𝑚𝑎𝑟𝑔𝑖𝑛 × 𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑒 𝑜𝑓 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 (𝐴𝑇𝑂) 

𝑅𝑂𝐼𝐶 (𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥) =
𝑁𝑂𝑃𝐴𝑇

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
× 100 

𝑅𝑂𝐼𝐶 (𝑏𝑒𝑓𝑜𝑟𝑒 𝑡𝑎𝑥) =
𝐸𝐵𝐼𝑇

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝐶𝑎𝑝𝑖𝑡𝑎𝑙
× 100 



- 139 - | P a g e  
 

       
 

       

 
 

            
 

            

             

 

 

     
 

     

      

      

      

      

             

 

 

 
 

           

             

             

 

 

    

     

     

 

 

      

       

       

 

 

     

      

 

 

 
 

           

             

             

 

 

       

        

             

 

 

    
 

    

 

 

 
 

           

             

 

 

 
 

           
 

            

             

𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 (𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥) =
𝑁𝑂𝑃𝐴𝑇

𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑠
× 100 

𝑃𝑟𝑜𝑓𝑖𝑡 𝑀𝑎𝑟𝑔𝑖𝑛 (𝑏𝑒𝑓𝑜𝑟𝑒 𝑡𝑎𝑥) =
𝐸𝐵𝐼𝑇

𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒𝑠
× 100 

𝑇𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑟𝑎𝑡𝑒 𝑜𝑓 𝑖𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙 =
𝑁𝑒𝑡 𝑟𝑒𝑣𝑒𝑛𝑢𝑒

𝐼𝑛𝑣𝑒𝑠𝑡𝑒𝑑 𝑐𝑎𝑝𝑖𝑡𝑎𝑙
 

𝑅𝑂𝐸(𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥) =
𝑁𝑒𝑡 𝑒𝑎𝑟𝑛𝑖𝑛𝑔𝑠 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦
× 100 

𝑅𝑂𝐸(𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥) = 𝑅𝑂𝐼𝐶 + (𝑅𝑂𝐼𝐶 − 𝑁𝐵𝐶)
𝑁𝐼𝐵𝐷

𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑒𝑞𝑢𝑖𝑡𝑦
× 100 

𝑁𝐵𝐶 =
𝑁𝑒𝑡 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠 𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥

𝑁𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡
 

𝑁𝐼𝐵𝐷 = 𝐵𝑜𝑜𝑘 𝑣𝑎𝑙𝑢𝑒 𝑜𝑓 𝑛𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡 𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡 

Financial leverage =
𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑛𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡−𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑡𝑜𝑡𝑎𝑙 𝑒𝑞𝑢𝑖𝑡𝑦
 

𝑆𝑝𝑟𝑒𝑎𝑑 =  ROIC − 𝑁𝑒𝑡 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠  

𝑅𝑂𝐸 = (ROIC + Spread) ×  𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒  

Net financial expenses(𝑏𝑒𝑓𝑜𝑟𝑒 𝑡𝑎𝑥) =
(𝑁𝑒𝑡 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠 (𝑏𝑒𝑓𝑜𝑟𝑒 𝑡𝑎𝑥) + 𝑃𝑟𝑜𝑓𝑖𝑡 𝑜𝑓 𝑡ℎ𝑒 𝑦𝑒𝑎𝑟 𝑓𝑟𝑜𝑚 𝑑𝑖𝑠𝑐𝑜𝑛𝑡𝑖𝑛𝑢𝑒𝑑 𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑜𝑛𝑠)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑛𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡−𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡
 

Net financial expenses(𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥) =
(𝑁𝑒𝑡 𝑓𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑠𝑒𝑠 (𝑎𝑓𝑡𝑒𝑟 𝑡𝑎𝑥)

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑛𝑒𝑡 𝑖𝑛𝑡𝑒𝑟𝑒𝑠𝑡−𝑏𝑒𝑎𝑟𝑖𝑛𝑔 𝑑𝑒𝑏𝑡
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Appendix 8: Common size  

 

 

 

Year 2010 2011 2012 2013 2014 2015

Non-curent assets

Licences, Patents, etc 35% 32% 30% 30% 31% 32%

Goodwill 8% 8% 8% 7% 6% 6%

Total property, plant & equipment 21% 22% 23% 25% 27% 29%

Investments in associates (operational) 17% 20% 18% 11% 6% 8%

Other receivables 0% 0% 0% 0% 0% 0%

Total non-current assets 80% 81% 79% 72% 71% 75%

Current assets

Other inventories 3% 4% 5% 4% 3% 3%

Accounts receivable 13% 13% 15% 14% 14% 15%

Biological assets (fish in sea)  (operational) 38% 33% 32% 40% 43% 42%

Total current assets 55% 50% 52% 58% 60% 60%

Non-interest-bearing debt

Other current liabilities 2% 3% 3% 3% 4% 6%

Deferred tax liabilities 19% 17% 15% 17% 17% 16%

Public charges payable 1% 1% 1% 1% 2% 2%

Accounts payable 8% 8% 11% 10% 6% 7%

Tax payable 4% 2% 1% 0% 2% 4%

Total non-interest-bearing debt 35% 31% 31% 31% 32% 35%

Invested Capital (Net opeating assets) 100% 100% 100% 100% 100% 100%

Common size SalMar
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Trend analysis 

 

 

Year 2010 2011 2012 2013 2014 2015

Non-curent assets

Licences, Patents, etc 100% 123% 136% 159% 191% 210%

Goodwill 100% 144% 169% 169% 172% 175%

Total property, plant & equipment 100% 142% 170% 223% 276% 315%

Investments in associates (operational) 100% 157% 164% 119% 82% 101%

Other receivables 100% 68% 35% 37% 75% 81%

Total non-current assets 100% 137% 154% 168% 188% 211%

Current assets

Other inventories 100% 154% 229% 205% 163% 230%

Accounts receivable 100% 137% 179% 205% 236% 259%

Biological assets (fish in sea)  (operational) 100% 116% 131% 195% 239% 248%

Total current assets 100% 123% 149% 198% 234% 249%

Non-interest-bearing debt

Other current liabilities 100% 155% 186% 230% 381% 578%

Deferred tax liabilities 100% 119% 125% 161% 192% 194%

Public charges payable 100% 149% 142% 202% 350% 439%

Accounts payable 100% 138% 212% 230% 167% 191%

Tax payable 100% 73% 25% 11% 118% 209%

Total non-interest-bearing debt 100% 121% 137% 164% 193% 227%

Invested Capital (Net opeating assets) 100% 135% 156% 186% 211% 226%

Trend analysis SalMar

Year 2010 2011 2012 2013 2014 2015

Non-curent assets

Goodwill 100% 110% 118% 119% 121% 123%

Licences 100% 110% 113% 113% 118% 124%

Property and equipment 100% 118% 130% 135% 151% 170%

Investments in associated companies 100% 144% 169% 176% 161% 130%

Other long-term assets (operational) 100% 116% 19% 16% 13% 265%

Other intangleble assets 100% 89% 96% 96% 184% 326%

Total non-current assets 100% 114% 122% 124% 134% 146%

Current assets

Biological assets 100% 101% 93% 105% 123% 129%

Trade receivables 100% 108% 77% 67% 95% 184%

Other receivables 100% 108% 116% 105% 111% 241%

Inventory 100% 117% 124% 130% 151% 166%

Total current assets 100% 103% 92% 101% 120% 140%

Non-interest-bearing debt

Deferred tax liabilities 100% 118% 105% 113% 129% 130%

Pension obligations 100% 91% 67% 43% 20% 118%

Cash-setteled share options 100% 84% 131% 262% 178% 45%

Accountas payable 100% 114% 113% 116% 127% 196%

Acrued salary expense and public tax payable 100% 122% 108% 106% 89% 33%

Other current liabilities 100% 79% 90% 97% 190% 569%

Total non-interest-bearing debt 100% 114% 107% 113% 132% 181%

Invested Capital (Net opeating assets) 100% 107% 107% 113% 126% 133%

Trend analysis Grieg
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Year 2010 2011 2012 2013 2014 2015

Non-curent assets

Fish farming licences 1 1,007338 1,114282 1,257808 1,542757 na

Goodwill 1 1,015282 1,003037 0,714167 0,486107 na

Other intangible assets na

Investments in associates (operational) 1 1,032281 0,94647 0,661951 0,400859 na

Deferred tax assets 1 1,242848 3,85077 6,281142 7,882617 na

Long- term receivables 1 0,764317 0,204282 0,106917 0,685474 na

Property plant and equipment 1 1,066633 1,243624 1,097298 0,921463 na

Total non-current assets 1 1,035615 1,146279 1,058056 1,015183 0

Current assets

Inventories 1 1,364766 1,729677 1,18452 0,814346 na

Accounts receivable 1 1,352406 1,66598 1,250063 0,652199 na

Other current receivables 1 1,190933 1,609757 2,791945 2,646304 na

Biological Inventories (fish in sea)  (operational) 1 1,13034 1,173932 1,561156 1,832751 na

Total current assets 1 1,239997 1,433887 1,442045 1,33118 na

Non-interest-bearing debt

Other non-current liabilities 

Other non-interest bearing current liabilities 1 0,881497 0,688491 0,790968 0,656301 na

Deferred tax liabilities 1 1,145379 1,158215 1,294677 1,456971 na

Accounts payable 1 1,480279 1,974288 1,459006 0,876948 na

Income taxes

Total non-interest-bearing debt 1 1,270469 1,450229 1,283658 1,080614 na

Invested Capital (Net opeating assets) 1 1,086029 1,224957 1,215626 1,179895 na

Trend analysis Cermaq

Year 2010 2011 2012 2013 2014 2015

Non-curent assets

Goodwill 1 1,000823 1,001739 1,055522 1,126369 1,152179

Licences 1 1,015481 1,014827 1,057086 1,156561 1,260477

Property and equipment 1 1,087719 1,118354 1,457363 2,017297 2,364329

Other long-term assets (operational) 1,00 3,84 3,18 0,90

Deferred tax assets 1 1,610052 1,35182 1,45985 1,883882 1,488157

Other intangible assets 1 0,952027 0,882484 1,125325 1,319821 1,604686

Investments in associated companies 1 1,086989 1,060634 1,290826 1,566806 1,807339

Total non-current assets 1 1,043217 1,051573 1,19816 1,443461 1,612996

Current assets

Biological assets 1 1,073964 0,989223 1,246674 1,548047 1,659139

Trade receivables 1 1,069054 1,051421 1,414465 1,863314 2,510423

Other receivables 1 1,042519 0,878507 1,226768 1,605056 0,811295

Inventory 1 1,026539 1,055449 1,692986 2,734211 3,335726

Asset held for sale 1 1,01794 0,034369

Total current assets 1 1,067011 0,998035 1,367496 1,761672 1,891108

Non-interest-bearing debt

Deferred tax liabilities 1 1,357728 1,448188 1,747878 2,051146 2,167786

Other current liabilities (operational) 1 0,919983 0,879628 1,312708 1,825805 3,721399

Trade payables 1 1,050896 1,05172 1,320824 1,531111 0,730896

Current tax liabilities 1 1,356219 1,122388 2,774129 7,742289 5,228856

Total non-interest-bearing debt 1 1,144002 1,167414 1,507282 1,889158 2,12696

Invested Capital (Net opeating assets) 1 1,031795 0,994144 1,215899 1,509598 1,640608

Trend analysis Marine harvest
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Year 2010 2011 2012 2013 2014 2015

Non-curent assets

Licences, right and goodwill 1 1,135039 1,153298 1,169202 1,20774 1,267133

Buildings, real estate, operating accessories 1 1,217298 1,398043 1,590318 1,797371 1,983243

Shares in associated companies (operational) 1 1,091852 1,07909 1,74251 2,128087 0,926665

Deferred tax assets 1 1,255577 3,443368 4,088257 6,62785 5,180559

Long- term receivables 1 0,826744 0,850576 1,733958 2,913397 1,608566

Total non-current assets 1 1,154502 1,217179 1,322234 1,431873 1,446872

Current assets

Other inventories 1 1,174173 1,242232 1,300019 1,677323 2,044869

Accounts receivable 1 1,030854 1,02099 1,313037 1,541869 1,748313

Other receivables 1 1,057525 1,131791 1,678333 2,015804 0,985916

Biological assets (fish in sea)  (operational) 1 1,112233 1,116221 1,413337 1,622974 1,75297

Total current assets 1 1,093303 1,101289 1,390303 1,622416 1,740546

Non-interest-bearing debt

Deferred tax liabilities 1 1,118772 1,104657 1,297161 1,44075 1,54168

Accrued expenses (operational) + public duties payable 1 1,037566 0,866918 0,961293 1,135138 0,576944

Accounts payable 1 1,071096 1,221361 1,503825 1,684694 0,839991

Tax payable 1 1,467597 0,840924 0,837321 1,340891 0,685501

Total non-interest-bearing debt 1 1,13076 1,072095 1,253314 1,450678 1,107386

Invested Capital (Net opeating assets) 1 1,128496 1,202797 1,38435 1,53203 1,729536

Trend analysis Lerøy
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Liquidity cycle (days) 2009 2010 2011 2012 2013 2014 2015

Salmar 159 172 157 194 193 166 101

Lerøy 102 113 97 122 139 119 183

Cermaq 82 105 93 114 249 257

Marine Harvest 146 195 162 163 214 174 172

Grieg Seafood 307 239 244 215 252 235 129

Average 159 165 150 162 209 190 146

Current ratio 2009 2010 2011 2012 2013 2014 2015

Salmar 2,99 3,35 2,02 2,08 4,24 3,05 2,89

Lerøy 2,31 2,97 2,52 2,51 2,74 3,12 2,54

Cermaq 3,17 3,44 2,71 2,77 7,48 4,16

Marine Harvest 3,30 3,63 3,40 2,92 3,23 3,22 3,35

Grieg Seafood 1,95 2,95 1,59 1,81 2,26 2,30 2,38

Average 2,74 3,27 2,45 2,42 3,99 3,17 2,79

Solvency ratio 2009 2010 2011 2012 2013 2014 2015

Salmar 0,48 0,42 0,35 0,39 0,51 0,51 0,48

Lerøy 0,52 0,53 0,51 0,51 0,54 0,54 0,55

Cermaq 0,53 0,60 0,59 0,47 0,70 0,47

Marine Harvest 0,56 0,53 0,48 0,50 0,48 0,40 0,45

Grieg Seafood 0,39 0,49 0,40 0,37 0,43 0,44 0,38

Average 0,49 0,51 0,47 0,45 0,53 0,47 0,46

Appendix 9: Liquidity 
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Appendix 10: Forecast assumptions  
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0,5%

-0,3%

C
ost of good sold per kg

-18
-25

-21
-23

-27
-23

-26
-23

-25
-25

-25
-25

-25
-25

-25

P
ayroll cost per kg

-4
-5

-4
-5

-5
-5

-5,61
-5

-6,00
-6,00

-5,50
-5,50

-5,50
-5,50

-5,50

O
ther operating cost per kg

-5
-6

-8
-9

-9
-8

-9,33
-8

-9,50
-9,50

-8,50
-8,50

-8,50
-8,50

-8,50

D
epreciation as %

 of intan. and tan. assets subject to dep. and am
ort.

4,6%
3,7%

4,3%
5,0%

5,2%
5,6%

6,0%
5%

6%
6%

6%
6%

6%
6%

6%

T
angible assets

8,49
13,60

12,16
12,41

16,21
14,40

17,73
13,57

20,00
19,00

18,00
17,00

16,50
16,00

16,00

Intangibe assets
17,75

26,36
20,61

20,81
21,43

20,56
21,36

21,27
22,27

21,27
19,27

19,27
19,27

19,27
19,27

Investm
ents in asociates

4,18
             

13,34
           

9,88
             

9,25
             

3,50
             

3,71
             

4,60
             

6,92
5,00

            
5,00

            
5,00

            
5,00

            
5,00

            
5,00

            
5,00

            

N
et W

orking C
apital  per kg

8,20
              

12,53
            

9,70
              

13,23
            

18,27
            

14,06
            

13,88
            

12,84
12,84

           
12,84

           
12,84

           
12,84

           
12,84

           
12,84

           
12,84

           

N
IB

D
 as a %

 of invested capital
32%

42%
55%

48%
26%

31%
33%

38,1%
38%

38%
38%

38%
38%

38%
38%

N
B

C
11,9%

6,4%
4,7%

-7,8%
6,4%

4,4%
5,5%

5,5%
5,5%

5,5%
5,5%

5,5%
5,5%

5,5%

T
ax

28%
28%

28%
28%

28%
28%

27%
28%

27%
27%

27%
27%

27%
27%

27%

H
istorical

B
udgeting period

T
erm

inal grow
th
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Appendix 11: Income Statement Forecast 

 

Incom
e statem

ent forecast
2009

2010
2011

2012
2013

2014
2015

A
V

G
2016

2017
2018

2019
2020

2021
2022

R
evenue

2.377.304
3.429.432

3.833.503
4.204.791

6.245.860
7.185.887

7.326.202
8.534.485

   
8.572.727

   
8.706.901

   
8.611.656

   
8.840.370

   
8.881.024

   
8.854.676

   

C
ost of sales including change of inventories

-1.136.878
-1.645.270

-1.997.527
-2.324.759

-3.051.195
-3.175.292

-3.562.811
3.221.100

-   
3.369.650

-   
3.694.625

-   
3.846.000

-   
3.998.850

-   
4.153.225

-   
4.257.056

-   

O
ther operating cost

-311.973
-402.453

-705.891
-885.983

-1.086.299
-1.142.953

-1.272.186
1.224.018

-   
1.280.467

-   
1.256.173

-   
1.307.640

-   
1.359.609

-   
1.412.097

-   
1.447.399

-   

Payroll cost
-265.517

-313.290
-391.745

-483.215
-623.053

-710.430
-765.881

773.064
-      

808.716
-      

812.818
-      

846.120
-      

879.747
-      

913.710
-      

936.552
-      

Loss/incom
e from

 associated com
panies

56.769
147.365

97.999
93.909

157.980
96.136

40.242
41.302

        
43.207

        
47.374

        
49.315

        
51.275

        
53.254

        
54.586

        

E
B

IT
D

A
719.705

1.215.784
836.339

604.743
1.643.293

2.253.348
1.765.566

3.357.605
   

3.157.101
   

2.990.660
   

2.661.211
   

2.653.439
   

2.455.247
   

2.268.255
   

D
epreciation &

 am
ortization 

78.178
95.630

132.543
170.168

225.820
278.164

321.449
326.768

      
325.664

      
330.477

      
334.787

      
343.293

      
351.562

      
360.351

      

E
B

IT
641.527

1.120.154
703.796

434.575
1.417.473

1.975.184
1.444.117

3.030.837
   

2.831.437
   

2.660.183
   

2.326.424
   

2.310.145
   

2.103.685
   

1.907.904
   

Tax on core operations
-165.296

-278.132
-165.235

-78.362
-165.408

-510.340
-271.207

818.326
      

764.488
      

718.250
      

628.134
      

623.739
      

567.995
      

515.134
      

N
O

PA
T

476.231
842.022

538.561
356.213

1.252.065
1.464.844

1.172.910
2.212.511

   
2.066.949

   
1.941.934

   
1.698.290

   
1.686.406

   
1.535.690

   
1.392.770

   

N
et financial item

s
-2.801

-93.397
-115.151

-124.264
214.666

-113.994
-100.362

143.431
-      

161.156
-      

162.979
-      

169.474
-      

173.216
-      

178.436
-      

182.897
-      

Tax on net financial item
s (tax shield)

784
26.151

32.242
34.794

-60.106
31.918

27.098
38.726

-        
43.512

-        
44.004

-        
45.758

-        
46.768

-        
48.178

-        
49.382

-        

N
et incom

e (before special item
s)

474.214
774.776

455.652
266.743

1.406.625
1.382.768

1.099.646
2.030.354

1.862.281
1.734.951

1.483.058
1.466.422

1.309.076
1.160.491

Special item
s adjustem

ents
-4.624

181.023
-428.168

298.193
689.931

-232.349
39.932

D
iscontinued operations

Tax on special item
s

1.295
-50.686

119.887
-83.494

-193.181
65.058

-10.782

N
et Incom

e
470.885

905.113
147.371

481.442
1.903.375

1.215.477
1.128.796

2.030.354
1.862.281

1.734.951
1.483.058

1.466.422
1.309.076

1.160.491
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Appendix 12: Regression Input 

 

 

 

 

 

 

 

 

 

Regression Statistics

Multiple R 0,938557227

R Square 0,880889668

Adjusted R Square 0,851112085

Standard Error 2,397530342

Observations 11

ANOVA

df SS MS F Significance F

Regression 2 340,0872042 170,0436021 29,58230919 0,000201

Residual 8 45,98521394 5,748151743

Total 10 386,0724182

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept -2,170151276 2,078920095 -1,043883929 0,327053648 -6,96415 2,62384706 -6,96415 2,62384706

X Variable 1 0,443909793 0,100809501 4,403451959 0,002276229 0,211443 0,676376918 0,211443 0,676376918

X Variable 2 -0,364162476 0,135930496 -2,679034411 0,027967826 -0,67762 -0,05070619 -0,67762 -0,05070619

SUMMARY OUTPUT - Final model

Regression Statistics

Multiple R 0,899362944

R Square 0,808853705

Adjusted R Square0,761067132

Standard Error0,104243306

Observations 11

ANOVA

df SS MS F Significance F

Regression 2 0,367866665 0,183933 16,92638 0,001334946

Residual 8 0,086933335 0,010867

Total 10 0,4548

Coefficients Standard Error t Stat P-value Lower 95% Upper 95% Lower 95,0% Upper 95,0%

Intercept -0,046130344 0,091547185 -0,5039 0,627915 -0,25723853 0,164977842 -0,25723853 0,164977842

X Variable 1 1,477232779 0,438650676 3,367675 0,009819 0,465702505 2,488763052 0,465702505 2,488763052

X Variable 2-1,082851572 0,606605897 -1,7851 0,112075 -2,481687278 0,315984134 -2,481687278 0,315984134

SUMMARY OUTPUT- Alternative

Year X1=Demand growth X2=Supply growth Salmon Price Y=Absolutt økning

2002 24

2003 12 7 22 -2

2004 8,5 6 22 0

2005 17,5 5 24 2

2006 23 1 32 8

2007 2,5 10 26 -7

2008 4 5 26 1

2009 10 3 30,87 5

2010 22 -4 37,26 6

2011 5,5 12 31,99 -5

2012 9 22 26,58 -5

2013 31,5 2 39,59 13

Input Data
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Appendix 13: Supply 
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Appendix 14: Demand

 

 

 

 

 

2016 2017 2018 2019 2020 2021

Enviromental focus -1 -1 -1 0 0 0

Healt awareness growth 3 3 1 1 1 0

Population growth 1 1 1 1 1 1

Product innovation 5 5 4 3 2 1

Food trends 1 1 1 1 0 0

Total growth 9 9 6 6 4 2

Source: Compiled by authors

BNP development 2016 2017 2018 2019 2020 2021

EU 1,947 1,966 1,892 1,88 1,861 1,861

Norway 1,262 1,624 1,912 2,016 2,032 2,032

Russia -0,627 1 1,5 1,5 1,5 1,5

Ukraine 1,965 3,495 3,965 9,988 4,042 4,042

US 2,839 2,797 2,684 2,224 1,959 1,959

Japan 1,005 0,445 0,664 0,914 0,716 0,716

Brazil -1,044 2,258 2,363 2,453 2,527 2,527

China 6,3 6 6,1 6,333 6,333 6,333

other markets 1,705875 2,448125 2,635 3,4135 2,62125 2,62125

Effect on the overall demand

2016 2017 2018 2019 2020 2021

EU 10,947 10,966 7,892 7,88 5,861 3,861

Norway 10,262 10,624 7,912 8,016 6,032 4,032

Russia 8,373 10 7,5 7,5 5,5 3,5

Ukraine 10,965 12,495 9,965 15,988 8,042 6,042

US 11,839 11,797 8,684 8,224 5,959 3,959

Japan 10,005 9,445 6,664 6,914 4,716 2,716

Brazil 7,956 11,258 8,363 8,453 6,527 4,527

China 15,3 15 12,1 12,333 10,333 8,333

other markets 10,70588 11,44813 8,635 9,4135 6,62125 4,62125

Country demand not adjusted for supply growth (Total growth+ growth in BNP)
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2016 2017 2018 2019 2020 2021

Adjusted for supply growth -4 -1 -1 -1 0 1

EU 0,06947 0,09966 0,06892 0,0688 0,05861 0,04861

Norway 0,06262 0,09624 0,06912 0,07016 0,06032 0,05032

Russia 0,04373 0,09 0,065 0,065 0,055 0,045

Ukraine 0,06965 0,11495 0,08965 0,14988 0,08042 0,07042

US 0,07839 0,10797 0,07684 0,07224 0,05959 0,04959

Japan 0,06005 0,08445 0,05664 0,05914 0,04716 0,03716

Brazil 0,03956 0,10258 0,07363 0,07453 0,06527 0,05527

China 0,113 0,14 0,111 0,11333 0,10333 0,09333

other markets 0,067059 0,104481 0,07635 0,084135 0,066213 0,056213

Country demand not adjusted for supply growth (Total growth+ growth in BNP)

2015 2016 2017 2018 2019 2020 2021

EU 1071 1145,402 1259,553 1346,362 1438,991 1523,331 1597,38

Norway 46 48,88052 53,58478 57,28856 61,30793 65,00602 68,27712

Russia 60 62,6238 68,25994 72,69684 77,42213 81,68035 85,35597

Ukraine 7 7,48755 8,348244 9,096664 10,46007 11,30127 12,09711

US 431 464,7861 514,969 554,5393 594,5992 630,0313 661,2746

Japan 65 68,90325 74,72213 78,95439 83,62375 87,56745 90,82146

Brazil 110 114,3516 126,0818 135,3652 145,454 154,9477 163,5117

China 132 146,916 167,4842 186,075 207,1629 228,569 249,9014

other markets 380 405,4823 447,8476 482,0408 522,5973 557,1998 588,5214

Total 2302 2464,834 2720,851 2922,418 3141,618 3339,633 3517,14

Growth in demand 0,070736 0,103868 0,074082 0,075006 0,06303 0,053152

CAGR 0,062643049

Global demand 
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Appendix 15: Production volume – SalMar calculations 

 

2010 2011 2012 2013 2014 2015 Average

Licence development in norway 66 71 81 81 100 100

Harvest volum in norway 65000 93000 102600 115000 141000 136400

Volum per licence 984,8484848 1309,859155 1266,666667 1419,753 1410 1364 1354,056

Change 5 10 0 19 0 6,8

New issued Licences 0 0 0 8 0 1,6

Aquired Licences 5 10 0 11 0 5,2

2013 2014 2015 Average

71 73 79

70,2 75,2 80,5

-1,13% 3,01% 1,90% 1,26%

28 38 42

23,8 37,5 39,5

-15,00% -1,32% -5,95% -7,42%

17 17 18

14,9 16,5 16,4

-12,35% -2,94% -8,89% -8,06%

2016

67,0

67,8

50,0

46,3

16,0

14,7

Total Forcasted 128,8

Central 50,00% 3,00% 1,50%

Northern 90,00% 5,40% 2,70%

Rauma 25,00% 1,50% 0,75%

2016 2017 2018 2019 2020 2021

Forcasted 67,8454668 68,8631488 69,8961 70,94454 72,00871 73,08884

Growth rate 1,50% 1,50% 1,50% 1,50% 1,50%

Northern Forcasted 46,28863826 47,5384315 48,82197 50,14016 51,49395 52,88428

Growth rate 2,70% 2,70% 2,70% 2,70% 2,70%

Rauma Forcasted 128,8443447 129,8106773 130,7843 131,7651 132,7534 133,749

Growth rate 0,75% 0,75% 0,75% 0,75% 0,75%

MAB increase 3,23380782 3,290065 3,347517 3,406191 3,466117

2017 2018 2019 2020 2021

MAB increase 3233,80782 3290,065 3347,517 3406,191 3466,117

R&D increase 0 7000 0 0 0

Additonal licenses 2708,111563 2708,112 2708,112 2708,112 2708,112

Total growth 5941,919384 12998,18 6055,628 6114,303 6174,229

2015 2016e 2017e 2018e 2019e 2020e 2021e Average

Harvest volum 136400 128844 134786 147784 153840 159954 166129

Growth -7556 5941,919384 12998,17653 6055,628 6114,303 6174,229

Percentage growth -5,54% 4,61% 9,64% 4,10% 3,97% 3,86% 3,44%

Prob of growth Possible growth Yearly growth

Guided

Forcasted

Guided

Forcasted

Diff

Guided

Forcasted

Historical devolopment in license and harvest SalMar

Guided

Reported

Central

Northern

Rauma

Rauma

Central

MAB increase

Central

Northern

Diff

Guided

Reported

Diff

Guided

Reported
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Appendix 16: Balance sheet forecast 

 

B
alance sheet forecast

2009
2010

2011
2012

2013
2014

2015
A

V
G

2016
2017

2018
2019

2020
2021

2022

Tangible assets
546.006

        
884.311

        
1.131.054

     
1.272.829

     
1.864.549

     
2.030.978

     
2.418.799

     
2.576.880

   
2.560.934

   
2.660.130

   
2.615.280

   
2.639.241

   
2.658.064

   
2.724.516

   

Intangible assets
1.141.374

    
1.713.482

    
1.917.100

    
2.135.500

    
2.464.058

    
2.898.643

    
2.913.543

    
2.869.254

   
2.866.792

   
2.847.817

   
2.964.497

   
3.082.314

   
3.201.306

   
3.281.338

   

Investm
ents in associated com

panies
268.508,00

   
866.809,00

   
918.868,00

   
948.575,00

   
402.338,00

   
523.711,00

   
627.681,00

   
644.220

      
673.930

      
738.925

      
769.200

      
799.770

      
830.645

      
851.411

      

+ Inventory
1.114.694

1.709.907
1.648.723

2.289.895
3.248.689

3.321.138
3.634.268

+ R
eceivables

325.401
545.973

650.273
906.445

879.733
1.180.863

1.073.828

- A
ccounts payable

370.397
547.153

532.181
812.965

635.231
875.081

1.094.856

- operating liabilities
542135,00

894033,00
864668,00

1025910,00
1392113,00

1643820,00
1719811,00

N
et w

orking capital 
527.563

814.694
902.147

1.357.465
2.101.078

1.983.100
1.893.429

1.654.465
1.730.765

1.897.683
1.975.434

2.053.943
2.133.235

2.186.566

Invested capital 
2.483.451

4.279.296
4.869.169

5.714.369
6.832.023

7.436.432
7.853.452

7.744.819
7.832.421

8.144.555
8.324.411

8.575.268
8.823.250

9.043.831

Equity, prim
o

1.699.806
2.469.367

2.214.611
2.967.713

5.060.783
5.137.277

5.227.040
5.227.040

4.793.833
4.848.057

5.041.259
5.152.585

5.307.859
5.461.353

N
et incom

e
2.030.354

1.862.281
1.734.951

1.483.058
1.466.422

1.309.076
1.160.491

D
ividends

-2.463.561
-1.808.058

-1.541.748
-1.371.732

-1.311.148
-1.155.582

-1.023.957

Equity, ultim
o

1.699.806
2.469.367

2.214.611
2.967.713

5.060.783
5.137.277

5.227.040
4.793.833

4.848.057
5.041.259

5.152.585
5.307.859

5.461.353
5.597.887

N
et interest bearing debt (N

IB
D

)
783.645

        
1.809.929

     
2.654.558

     
2.746.656

     
1.771.239

     
2.299.155

     
2.626.412

     
2.950.985

    
2.984.364

    
3.103.296

    
3.171.826

    
3.267.409

    
3.361.897

    
3.445.944

    

Invested capital
2.483.451

4.279.296
4.869.169

5.714.369
6.832.022

7.436.432
7.853.452

7.744.819
7.832.421

8.144.555
8.324.411

8.575.268
8.823.250

9.043.831
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Appendix 17: Capital Structure

 

 

 

 

 

 

 

 

 

Salmar 2009 2010 2011 2012 2013 2014 2015 Average

Debt 783.645.000 1.809.929.000 2.654.558.000 2.746.656.000 1.771.239.000 2.299.155.000 2.626.412.000

Shareprice 40 49 26 42 62 104 162

Shares 103.000.000 103.000.000 103.000.000 113.299.999 113.299.999 113.299.999 113.299.999

Equity 4.070.560.000 5.000.650.000 2.646.070.000 4.730.274.958 6.982.678.938 11.837.583.896 18.359.131.838

V 4.854.205.000 6.810.579.000 5.300.628.000 7.476.930.958 8.753.917.938 14.136.738.896 20.985.543.838

Equity ratio 84% 73% 50% 63% 80% 84% 87% 74,49%

Lerøy Seafood Group 2009 2010 2011 2012 2013 2014 2015 Average

Debt 1.435.524.000 1.435.524.000 1.435.524.000 1.435.524.000 1.435.524.000 1.435.524.000 1.435.524.000

Shareprice 88 135 77 133 167 243 322

Shares 54577368 54577368 54577368 54577368 54577368 54577368 54577368

Equity 4.794.076.005 7.376.131.285 4.186.084.126 7.236.958.997 9.106.779.624 13.269.395.482 17.554.810.417

V 6.229.600.005 8.811.655.285 5.621.608.126 8.672.482.997 10.542.303.624 14.704.919.482 18.990.334.417

Equity ratio 77% 84% 74% 83% 86% 90% 92% 84%

Marine Harvest 2009 2010 2011 2012 2013 2014 2015 Average

Debt 5.056.200.000 5.056.200.000 5.056.200.000 5.056.200.000 5.056.200.000 5.056.200.000 5.056.200.000

Shareprice 4 86 26 51 74 103 120

Shares 3.574.900.000 357.500.000 358.100.000 374.800.000 410.400.000 410.400.000 450.100.000

Equity 15.121.827.000 30.622.735.000 9.260.466.000 19.191.259.200 30.306.398.400 42.227.902.800 53.830.204.610

V 20.178.027.000 35.678.935.000 14.316.666.000 24.247.459.200 35.362.598.400 47.284.102.800 58.886.404.610

Equity ratio 75% 86% 65% 79% 86% 89% 91% 82%

Grieg seafood 2009 2010 2011 2012 2013 2014 2015 Average

Debt 1.377.400.000 1.377.400.000 1.377.400.000 1.377.400.000 1.377.400.000 1.377.400.000 1.377.400.000

Shareprice 11 19 6 12 25 28 29

Shares 111662000 111662000 111662000 111662000 111662000 111662000 111662000

Equity 1.198.133.260 2.155.076.600 617.490.860 1.371.209.360 2.742.418.720 3.071.821.620 3.227.031.800

V 2.575.533.260 3.532.476.600 1.994.890.860 2.748.609.360 4.119.818.720 4.449.221.620 4.604.431.800

Equity ratio 47% 61% 31% 50% 67% 69% 70% 56%

Weighted Average 74,08%

Capital structure 



- 154 - | P a g e  
 

Appendix 18: Fundamental Beta 
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p
e
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io
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M
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Appendix 19: Regression from Peer Group
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2010 2011 2012 2013 2014 2015

EBIT Interest cover 10,42 5,26 2,74 -5,87 16,48 13,99

Rating AA BBB BB CCC- AA AA

EBITDA Interest cover 11,44 6,41 4,11 -6,92 18,92 17,19

Rating A BBB BB CCC- AA AA

Free operating Cash Flow/Total Liabilities (%) -21,14% -5,64% -2,73% 23,2% 15,98% 16,89%

Rating CCC- CCC B A A A

FFO/Total Liabilities (%) 29,75% 6,82% 13,99% 43,71% 29,95% 25,37%

Rating BB CCC B A BB BB

Return on Invested Capital (%) 22,73% 12,44% 5,96% 18,44% 25,27% 17,88%

Rating AA BB CCC BBB AA BBB

Operating income (EBIT)/revenue (%) 28,37% 15,80% 8,10% 20,17% 26,15% 19,16%

Rating AAA AAA AAA A AA A

Long-term Liabilities/Total Capital (%) 45,57% 46,57% 40,60% 36,71% 34,12% 36,48%

Rating BB BB BBB BBB BBB BBB

Total Liabilities/Total Capital (%) 57,66% 64,94% 61,09% 49,04% 49,26% 52,24%

Rating BB B BB BB BB BB

Appendix. 111

Appendix 20: Credit rating  

 

Appendix 21: WACC  

 

 

 

Rf 1,22%

Tc 27,00%

Rm 7%

Mrp 6,00%

Beta 0,909992348

Lp 1,5%

Re 7,85%

Target D/V 26%

Target E/V 74%

Tc 27%

Rd 4,8%

D/V 26%

E/V 74%

Re 7,85%

WACC 6,72761%

CAPM
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Appendix 21: Sensitivity analysis

 

-20% -10% 10% 20%

Growth (terminal period)

1710,1 2,00% 2,25% 2,50% 2,75% 3,00% %∆

5,73% 251,2 265,5 282,0 301,3 324,1 30,59%

6,23% 221,7 232,4 244,6 258,5 274,5 13,27%

WACC 6,73% 198,4 206,7 215,9 226,3 238,1 0,00%

7,23% 179,6 186,1 193,3 201,4 210,4 -10,46%

7,73% 163,9 169,2 175,0 181,4 188,4 -18,96%

%∆ -8,11% -4,28% 0,00% 4,82% 10,29%

-20% -10% 10% 20%

Production volume (terminal period)

1710,1 -25,00% -10,00% 0,00% 10,00% 25,00% %∆

5,73% 215,1 254,5 282,0 310,5 355,3 30,59%

6,23% 186,9 220,8 244,6 269,5 308,7 13,27%

WACC 6,73% 165,3 194,9 215,9 238,0 273,0 0,00%

7,23% 148,2 174,5 193,3 213,2 244,8 -10,46%

7,73% 134,4 158,0 175,0 193,0 222,0 -18,96%

%∆ -23,43% -9,72% 0,00% 10,23% 26,44%

-20% -10% 10% 20%

Cost of goods sold (terminal period)

1710,1 -27 -26 -25 -24 -23 %∆

5,73% 223,9 252,9 282,0 311,0 340,1 30,59%

6,23% 194,3 219,5 244,6 269,7 294,8 13,27%

WACC 6,73% 171,7 193,8 215,9 238,0 260,2 0,00%

7,23% 153,8 173,6 193,3 213,1 232,8 -10,46%

7,73% 139,3 157,1 175,0 192,8 210,7 -18,96%

%∆ -20,48% -10,23% 0,00% 10,24% 20,48%

-20% -10% 10% 20%

Salmon price (terminal period)

1710,1 -10,00% -5,00% 0,00% 5,00% 10,00% %∆

5,73% 127,6 204,8 282,0 359,1 436,2 30,59%

6,23% 110,7 177,6 244,6 311,5 378,4 13,27%

WACC 6,73% 97,7 156,8 215,9 275,0 334,1 0,00%

7,23% 87,5 140,4 193,3 246,2 299,2 -10,46%

7,73% 79,1 127,0 175,0 222,9 270,9 -18,96%

%∆ -54,73% -27,37% 0,00% 27,37% 54,73%

Source: Compiled by authors 

Sensitivity Analysis
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Appendix 22: Scenario analysis 

 

Appendix 23: Monte Carlo 

 

Worst case scenario Forward price scenario Regression price scenario Best case scenario

COGS -27 COGS -25 COGS -25 COGS -23

PV -10,00% PV 0,00% PV 0,00% PV 25,00%

Salmon price -10,00% Salmon price  Forward price Salmon price Regression estimates Salmon price 10,00%

Share price 52,76219198 Share price 188,9 Share price 272,056 Share price 458,35

Crystal Ball-rapport - full

Simulation started on  05.05.2016 at 12:16 Statistics: Forecast values

Simulation stopped on  05.05.2016 at 12:27 Trials 1.000.000

Base case 212,175

Run preferences: Mean 214,988

Number of trials run 1.000.000 Median 208,635

Extrem speed Mode ---

Monte Carlo Standard Deviation 69,836

Random seed Variance 4877,065

Precision control on Skewness 0,5517

Confidence level 95,00% Kurtosis 3,42

Coeff of variation 0,3248

Run statistics Minimum 15,113

Total running time(sec) 675,42 Maximum 630,325

Trials/second (average) 1.481 Range width 615,212

Random numbers per sec 16.286 Mean Std. Error 0,070

Percentiles Forecast values

Crystal Ball-data: 0% 15,113

Assumptions 11 10% 130,230

Correlations 0 20% 155,147

Correlations 0 30% 174,326

Decision variables 0 40% 191,708

Forecasts 1 50% 208,635

60% 226,432

Summary 70% 246,349

Entire range is from 15,113 and 630,325 80% 270,969

Mean is  214,988 90% 307,567

After 1 000 000 trials, the std.dev of the mean is 0,070 100% 630,325
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Triangular distrubution with parameters:

Minimum -27,00

Likeliest -25,00

Maximum -23,00

Triangular distrubution with parameters:

Minimum 5%

Likeliest 6%

Maximum 6%

Triangular distrubution with parameters:

Minimum 19,00

Likeliest 20,00

Maximum 23,00

Assumption: Intangible assets

Assumption: Cost of goods sold

Assumption: Depreciations



- 161 - | P a g e  
 

 

Triangular distrubution with parameters:

Minimum 4,50

Likeliest 5,00

Maximum 5,50

Triangular distrubution with parameters:

Minimum 11,56

Likeliest 12,84

Maximum 14,12

Triangular distrubution with parameters:

Minimum -10,00

Likeliest -8,50

Maximum -8,00

Triangular distrubution with parameters:

Minimum -6,70

Likeliest -6,00

Maximum -5,00

Triangular distrubution with parameters:

Minimum -0,25

Likeliest 0,00

Maximum 0,25

Assumption: Payroll cost per kg

Assumption: Other operating cost per kg

Assumption: Production volume

Assumption: Net working capital per kg

Assumption: Investments in asociates
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Triangular distrubution with parameters:

Minimum -0,10

Likeliest 0,00

Maximum 0,10

Triangular distrubution with parameters:

Minimum 14,00

Likeliest 16,00

Maximum 20,00

Triangular distrubution with parameters:

Minimum 0,05

Likeliest 0,07

Maximum 0,08

Assumption: WACC

Assumption: Tangible assets

Assumption: Salmon price


