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- Risk managementand contracts, Fishpool 
seminar 22.11.2017 -



Risk management

Å Age 26, 19 of my friendswheredeaddue to skydivingand basejumping
Å After 17 yearsin Salmon business far more than 19 salmoncompaniesaredead, 

and manymore purchasersand sales people. Year2002-2005 75% of all farmers. 
From 2006-2017 mainlyprocessors

Å In salmonexportmargin is in general 1-2%. Differencebetweenlife and death. 
Å In Salmon Processing profit margin is in general 2-4%.
Å Market priceschanges50% YoY
Å Ocean Qualityacchivedamongstbiggestmargins in this business, despitealways

sellingamongstlowestprices. Why–Risk management
Å I survivedthe pioneeringyearsof base jumping. Why–Risk management  and luck
Å By far: The craziestgame I have participatedin is Salmon Industry. Risks are taken

herethat far outperformextremesports I have ever heardabout
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Risks in market

ÅSellingwithout profit or loss
ÅSeller or buyernot honoringagreements(Contractsor 

spot)
ÅBankrupcy
ÅYield/Quality
ÅSupply changes(Controlledby God and Government)
ÅDemandchanges( Controlledby invinciblehand)
ÅThe longer the contracts, the biggerrisk
ÅWho do youtrust ? Why? 
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Drop in price41-45 due to supply
shock?
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Price developmentfor freshNorwegian Salmon 
accordingto NASDAQ Salmon Index 2011 –2017

.



Volume and price development in €
2002-2014
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Supply and demandeffectson price
last 12 years
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Short term trend of 2016 vs2015, 
week8-34 Why?
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Short term shows negative trend for 
2017, week31 to 43, Why?
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Norway Biomass
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Same numberof fish in sea, but fish muchbiggeron average. 
Givesindicationof 11% increasein short term volumes
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Whyis supplydifficult to predict?

ÅSealiceand treatments
ÅTemperature
ÅAveragesize
ÅDisease(PD, ISA, HSMBC , and so on)
ÅAGD
ÅIf the analyticsthat work 100% with this couldpredict

with accuracy, whydo they not just buyand sellon
Fishpool and make a verygoodlivingthis way?
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Whyis demandso difficult to predict

ÅWhatareretail pricesand why ? What is long
term picture?

ÅTo what extent is raw material carriedthroughto 
consumer?

ÅWhat is happening in other alternative food
sources

ÅLong lasting trends ?
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Short term forecast, 11% vs5,5%
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Whycontracts?

ÅAveragemargin exporter: 1-2%
ÅAveragemargin processor2-4%
ÅChangesin currency10%
ÅChangesin spot prices50%
ÅChangesin demand: Verydificult to predict
ÅChangesin supply: Verydifficult to predict
ÅOnlylogicin this riskyworld: Lock all risks. Supply and sales. 

The world is too riskyand unpredictable, profit areto small
to gamble
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Profitabilityin contractsvsspot 2008-
2017

A Grieg Seafood and Bremnes Seashore company

Fishpool Price May Following year Fishpool Price SeptemberFollowing year Fishpool Price OctoberFollowing year Actual price following year

2008 26,30 25,50 23,85 26,35

2009 24,50 25,81 25,25 30,87

2010 30,50 31,25 30,50 37,25

2011 34,00 34,67 36,64 32,00

2012 32,90 25,75 24,35 26,60

2013 27,46 30,60 30,85 39,59

2014 33,60 35,85 37,60 39,75

2015 39,20 41,55 41,70 42,10

2016 40,50 42,00 43,80 61,08

2017 52,75 56,25 65,50 61,51

Average 34,17 34,92 36,00 39,71

Diff 5,54 4,79 3,71



Whyfinancialcontracts?

Å You takeawaythe possibilityto disrespectcontractsdue to biologicalissuesboth
from farmer and customer. Contractis solid

Å You isolatethe product from the price, and aremore free to chooseproduct.
Å Whenyoudo a contractwith a specificfarmer the farmer alwaystry to beat the

estimates, and might be motivatedto get youto do contractsat wrongtime. 
Whatsin it for farmer to givesupplierlower contractpricethen spot price?

Å Whenyou finallyhave a contract: What quality is the farmer motivatedto giveyou
? The best and have the remainingfor the spot, or the weakerone in order to 
optimalizethe remaining/best in the spot market?

Å Historicallythere has beena profit for the buyerto do contracts
Å Canyouafford to gamble and not lockcontractback to back ? Whyshouldyoube 

better then the marketin gambling. If youarebetter then marketin predicting
prices, why do youbother to do all the work in this business ?
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Harvest Quantity

In tonnes wfe

Europe Norway UK Faroe Sum Europe Norway UK Faroe Sum Europe

2016 2016 2016 2016 2017 2017 2017 2017Change Change %

January 86 800             11 700      7 400            105 900           82 800       11 100      4 500        98 400              -7 500      -7 %

February 87 900             12 300      5 700            105 900           86 200       13 500      4 400        104 100           -1 800      -2 %

March 96 100             13 400      5 700            115 200           108 100     15 200      7 200        130 500           15 300      13 %

April 96 400             12 100      6 700            115 200           86 200       13 700      7 700        107 600           -7 600      -7 %

May 93 000             13 100      6 600            112 700           87 000       14 800      9 500        111 300           -1 400      -1 %

June 87 200             13 800      6 500            107 500           88 100       15 100      9 700        112 900           5 400        5 %

July 82 600             12 400      4 200            99 200              90 800       14 500      8 500        113 800           14 600      15 %

August 100 900           13 100      3 900            117 900           107 900     15 100      5 800        128 800           10 900      9 %

September 118 500           14 800      8 300            141 600           118 900     15 100      7 400        141 400           -200          0 %

October 106 100           13 700      8 300            128 100           113 900     14 700      6 900        135 500           7 400        6 %

November 111 000           13 800      7 700            132 500           117 200     15 500      7 000        139 700           7 200        5 %

December 104 600           13 200      6 300            124 100           113 400     15 700      5 300        134 400           10 300      8 %

Sum 1 171 100       157 400   77 300          1 405 800        1 200 500 174 000   83 900      1 458 400        52 600      4 %

America Canada USA Chile Sum AmericaCanada USA Chile Sum America

2016 2016 2016 2016 2017 2017 2017 2017Change Change %

January 10 900             1 300        55 300          67 500              10 100       1 700        43 600      55 400              -12 100    -18 %

February 10 400             1 300        58 100          69 800              8 000         1 600        43 500      53 100              -16 700    -24 %

March 11 700             1 400        46 800          59 900              10 500       1 700        44 300      56 500              -3 400      -6 %

April 11 600             1 400        36 600          49 600              10 400       1 700        43 900      56 000              6 400        13 %

May 13 800             2 500        29 200          45 500              11 400       1 700        45 900      59 000              13 500      30 %

June 13 500             1 700        37 600          52 800              11 500       1 800        40 500      53 800              1 000        2 %

July 12 900             1 600        34 600          49 100              12 700       1 900        39 000      53 600              4 500        9 %

August 11 300             2 500        41 500          55 300              12 500       1 800        44 200      58 500              3 200        6 %

September 11 200             2 200        36 200          49 600              12 400       1 700        48 700      62 800              13 200      27 %

October 11 400             2 300        39 000          52 700              12 600       2 100        48 300      63 000              10 300      20 %

November 11 600             1 900        44 300          57 800              12 600       2 300        52 400      67 300              9 500        16 %

December 12 200             1 900        45 200          59 300              12 700       2 000        53 100      67 800              8 500        14 %

Sum 142 500           22 000      504 400       668 900           137 400     22 000      547 400   706 800           37 900      6 %



Norway
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2012 2013 2014 2015 2016 2017E 2018E

January 81 000 90 000 11 % 87 800 -2 % 91 700 4 % 86 800 -5 % 82 800 -5 % 87 800 6 %

February 82 800 78 300 -5 % 79 200 1 % 87 200 10 % 87 900 1 % 86 100 -2 % 89 100 3 %

March 104 900 89 700 -14 % 95 100 6 % 109 500 15 % 96 100 -12 % 108 100 12 % 103 800 -4 %

April 82 800 82 400 0 % 98 300 19 % 96 600 -2 % 96 400 0 % 86 200 -11 % 95 100 10 %

May 94 000 91 100 -3 % 97 900 7 % 100 200 2 % 93 000 -7 % 87 000 -6 % 99 700 15 %

June 104 600 82 100 -22 % 98 600 20 % 100 400 2 % 87 200 -13 % 88 100 1 % 101 100 15 %

July 92 400 84 400 -9 % 97 800 16 % 96 900 -1 % 82 600 -15 % 89 100 8 % 102 600 15 %

August 101 600 92 200 -9 % 101 600 10 % 94 700 -7 % 100 900 7 % 109 400 8 % 114 800 5 %

September 101 000 110 300 9 % 108 600 -2 % 112 700 4 % 118 500 5 % 117 000 -1 % 129 100 12 %

October 111 500 120 300 8 % 120 600 0 % 122 100 1 % 106 100 -13 % 118 700 12 % 126 300 6 %

November 118 700 114 700 -3 % 105 500 -8 % 111 100 5 % 111 000 0 % 120 000 8 % 125 700 5 %

December 107 800 108 100 0 % 108 000 0 % 111 100 3 % 104 600 -6 % 115 600 11 % 125 100 8 %

Total 1 183 100 1 143 600 -3 % 1 199 000 5 % 1 234 200 3 % 1 171 100 -5 % 1 208 100 3 % 1 300 200 8 %

Per Quarter

2012 2013 2014 2015 2016 2017E 2018E

Q1 268 700 258 000 -4 % 262 100 2 % 288 400 10 % 270 800 -6 % 277 000 2 % 280 700 1 %

Q2 281 400 255 600 -9 % 294 800 15 % 297 200 1 % 276 600 -7 % 261 300 -6 % 295 900 13 %

Q3 295 000 286 900 -3 % 308 000 7 % 304 300 -1 % 302 000 -1 % 314 100 4 % 346 500 10 %

Q4 338 000 343 100 2 % 334 100 -3 % 344 300 3 % 321 700 -7 % 355 200 10 % 377 100 6 %
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