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Certain statements included within this announcement contain forward-looking information, including, without 
limitation, those relating to (a) forecasts, projections and estimates, (b) statements of management’s plans, 
objectives and strategies for Hydro, such as planned expansions, investments or other projects, (c) targeted 
production volumes and costs, capacities or rates, start-up costs, cost reductions and profit objectives, (d) 
various expectations about future developments in Hydro’s markets, particularly prices, supply and demand 

and competition, (e) results of operations, (f) margins, (g) growth rates, (h) risk management, as well as (i) 
statements preceded by “expected”, “scheduled”, “targeted”, “planned”, “proposed”, “intended” or similar 
statements.

Although we believe that the expectations reflected in such forward-looking statements are reasonable, these 
forward-looking statements are based on a number of assumptions and forecasts that, by their nature, involve 
risk and uncertainty. Various factors could cause our actual results to differ materially from those projected in 
a forward-looking statement or affect the extent to which a particular projection is realized. Factors that could 
cause these differences include, but are not limited to: our continued ability to reposition and restructure our 
upstream and downstream aluminium business; changes in availability and cost of energy and raw materials; 
global supply and demand for aluminium and aluminium products; world economic growth, including rates of 
inflation and industrial production; changes in the relative value of currencies and the value of commodity 
contracts; trends in Hydro’s key markets and competition; and legislative, regulatory and political factors. 

No assurance can be given that such expectations will prove to have been correct. Hydro disclaims any obligation 
to update or revise any forward-looking statements, whether as a result of new information, future events or 
otherwise.

Cautionary note



Strong positions across aluminium value chain

Bauxite
& Alumina

Rolled 
Products

Metal 
Markets

Extruded 
Products

• Bauxite capacity 
10.8 million tonnes

• Expansion potential 
to 15.8 million tonnes

• Alumina capacity 
6.3 million tonnes

• Expansion potential 
to 13.9 million tonnes

• Long-term sourcing 
contracts for bauxite 
and alumina

• 2.4 million tonnes 
primary capacity

• High LME and USD 
sensitivity

• Improving cost 
position

• Leading in technology

• 3.8 million tonnes 
(primary, remelt, 
recycling and cold 
metal)

• Expertise in materials

• Flexible system

• Strong marketing 
organization

• Risk management

• 1 million tonnes

• Margin business

• Regional business

• Close to customers

• Innovation

• Market leading in 
litho and foil

• 0.6 million tonnes

• Margin business

• Local business

• Close to customers

• Innovation

• Market leading in 
Europe and within 
precision tubing

Primary aluminium production,
marketing and recycling

Energy
Primary 

Metal

• Long-term power 
supply secured

• 9.5 TWh of renewable 
energy production 
in Norway

Raw materials processing
and energy

Aluminium in products

100% of volumes for assets that are fully consolidated and pro rata volumes for other assets.



Raw materials

45%

Metal

38%

Downstream

17%

Strong global positions

• Bauxite & Alumina

• Alumina priced globally

• Brazilian production portfolio

• Primary Metal

• Aluminium is a global commodity (LME)

• Regional premiums

• Global production portfolio 

• Downstream

• Majority of sales to Europe

• Increasing global reach

• Energy

• Net long position in liquid Nordic power market

Capital employed, as per March 31, 2011

Graph excludes NOK 7.9 billion in negative capital employed 
in Other and eliminations



1
Global trends –
future of aluminium



The great challenges of our time
Growth must be sustainable

Climate changeMillions climb out of
poverty

Increasing energy
demand



Aluminium – part of the solution

We reduce energy 
consumption and emissions 

in our own processes

We develop products and 
solutions that help our 

customers reduce energy 
consumption and emissions 

We recycle aluminium using 
only 5% of the initial 
energy consumption



”Worth its weight in aluminium”



Solid demand growth expected, driven by 
aluminium properties
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• Lightweight

• Recyclability

• Corrosion resistant

• Formability

• Excellent conductivity

• Alloying technology



Addressing the climate challenge
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2
Aluminium market 
– trends and 
expectations



Volatile prices, currently at 
unsustainable levels

1 000

1 400

1 800

2 200

2 600

3 000

3 400

2001 2003 2005 2007 2009 2011 2013 2015

LME (3-month avg.) LME forward February 14, 2012

Aluminium price  USD per tonne

Source: Reuters Ecowin Source: Platts

Platts index  USD per tonne / % of LME

200

250

300

350

400

450

500

Aug-10 Dec-10 Apr-11 Aug-11 Nov-11 Apr-12

12.0

13.0

14.0

15.0

16.0

17.0

18.0

Alumina price % of LME



+87%

+127%

+15%

+1%

Raw material cost challenge

Q1 2010       Q1 2011        Q1 2012 Q1 2010       Q1 2011        Q1 2012 Q1 2010       Q1 2011        Q1 2012

+84%

+67%

LME 3 month, indexed (Q1 2010=100) Pet coke price, indexed (Q1 2010=100) Caustic price, indexed (Q1 2010=100)

Source: EcoWin (LME), PACE (Pet coke), CMAI/Harriman (Caustic soda)

Aluminium price lags important raw material prices
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Demand Production

Trending towards a balanced market

Source: CRU/Hydro

World outside China (quarterly annualized)

1 000 mt

• Seasonal increase in demand, 
while production declined from 
curtailments

• Improved supply-demand balance 
expected in 2012

• ~1 million mtpy announced 
curtailments
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Physical tightness and increasing premiums 
despite high inventories

Source: CRU/Hydro

World reported primary aluminium inventories

1 000 mt Days

Source: Metal Bulletin, MW/MJP: Platts
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A multi-speed world economy

Source: CRU, Hydro analysis

Primary aluminium demand (million mt)

North 
America 

incl. 
Mexico

5,6

2011

World ex. 
China

25,6

Europe

8,4

Other

11,6

~0%

~5%

~3%

Growth 2012

China

19,3

~9%

~4%

World

44,9

~5%



China increased net imports

* Bauxite/alumina to aluminium conversion factor: 5.4/1.925 ** Annualized January and February

In terms of aluminium equivalents across the total value chain
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2012 • Bauxite and alumina

• Increasingly dependant on 
imported bauxite

• Trending towards lower 
imports of alumina 

• Primary aluminium

• Expected to remain 
broadly balanced also in 
2012

• Fabricated and semis

• Continue to export 
semis/fabricated, mainly to 
Asia



Alumina market is consolidating
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3
Hydro’s position in 
the aluminium 
industry



Significant capacity growth – mainly upstream
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Raw material is key to our aluminium future

0.5

1.4

1.9

2.3

3.3

2.4

3.4

4.3

2.4

Includes idled capacity. “Post-CAP” includes Paragominas at 15 million tonnes and CAP first phase.

Aluminium equivalent consolidated capacity, million tonnes

End-2010 End-2011 Post-CAP
• Long position in 

bauxite and alumina 
creates flexibility

• Strategically attractive 
assets

• New business 
opportunities

• Resource constrained 
world

Bauxite Alumina Aluminium Bauxite Alumina Aluminium Bauxite Alumina Aluminium
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Attractive bauxite and alumina position

Annualized production, million mt*

• Integration progressing according to plan

• First priority to improve and stabilize 
production

• Focus on improving cost position

• High-quality alumina – preferred by 
customers

• CAP project postponed

• Highly attractive project but uncertain 
short- and medium term supply/demand 
balance and uncertain development in 
the world economy

ParagominasAlunorte
*Pro-forma

Q1 
2011

Q1 
2012

Q1 
2011

Q1 
2012

+10%

+31%



2008 2009 2010 2011 Q1 2012

Estimated primary aluminium cash cost and margin
USD/mt 1)

• Additional USD 35 per mt expected realized 
in 2012, remaining USD 65 in 2013

• Progressing according to plan

• Cash cost down ~USD 100 per mt from 
2011 on lower alumina cost

• Effects from improvement program offset 
by increased raw material costs

• Qatalum with stable production above 
nameplate capacity – 600 000 mt annually

1) Realized aluminium price minus EBITDA margin per mt primary 
aluminium. Excludes Qatalum earnings and volumes, but includes net 
earnings from primary casthouses.

2) ~13% of LME 3 month price with 2.5 months delay

Primary Metal improvement program on track
USD 235 per mt by end-2012

Estimated cash cost excluding LME-linked alumina cost 2)

Estimated LME-linked alumina cost 2)

2 175

1 675
1 750

475

375

2 000

425

Estimated EBITDA margin

475

375
25

475

1 475

1 275 1 225

1 375

Program assumptions: Higher energy and petroleum coke costs 
may offset some improvements. Improvements may be influenced 
by fluctuations in raw material prices and currencies. Applies to  fully 
owned capacity, ~1 million mt annual capacity.

1 900

250

1 375



Robust power coverage

0%

25%

50%

75%

100%

Power coverage (%), based on 
consolidated production in 2011

2011 2013 2015 2017 2019

• 80% of current production has 
power coverage until 2020 or 
beyond

• ~2/3 based on hydro-power

• Renewal of power contracts

• Tomago – contract signed

• Alouette – MoU signed for expansion 
and prolongation of contract

• Shorter term sourcing needs

• Neuss, Søral and Slovalco



Aiming to lift power production to 10 TWh

• Power producing assets and ongoing 

projects

• Maintain cost control in operations and projects

• Holsbru project concluded, production start 
April 1

• Vasstøl and Rjukan upgrade during 2012

• New growth projects

• Mature new equity growth options

• Growth potential in excess of 0.5 TWh

• Framework conditions

• Reversion regime secures full value of energy 
assets

• El-certificates support investments in new 
capacity

• Portfolio restructuring through sale of 

non-strategic SKS share
• SKS priced at NOK 3.4 billion per TWh

Power production capacity (TWh), 
per region and reversion year

3.2

3.0

2.8

0.5

2044-
2049
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2051-2057

No reversion

Telemark

Røldal-Suldal

Sogn
Normal 

production

9.5



No. 1 flat rolled products producer in Europe  

Building

6%
Auto

8%
Heat exchanger

7%

General 

engineering

27%

Litho

17%

Packaging

22%

Foil

13%

• World leader in high-end products 

foil and litho

• Strategy of high-grading product portfolio

• Margin management and cash generation

• Focus production system on core assets

• Alunorf (JV 50%) - world’s largest rolling mill

• Grevenbroich plant - world’s largest finishing mill

• External sales of 929 000 mt in 2011

• 75% of shipments in Europe

• 7% of business in North America

• 18% of business in Asia/rest of the world

External sales in tonnages



European extrusion leader with 
global presence 

Auto

17%

Renewable 

energies

7%

Domestic & office 

equipments

18%

Other

11%

Transport

9%

Building

38%

• Leading position in Europe 

• 17% market share

• Strong position in US and Brazil

• Global leader in precision tubing

• Strategy of solidifying leading positions

• Reinforce European extrusion base

• Specialist in energy-neutral building 

solutions, including solar

• Emerging markets expansion

• External sales of 536 000 mt in 2011

• 74% of shipments in Europe

• 14% of business in North America

• 12% of business in Asia/rest of the world

External sales in tonnages



Copper substitution represents major potential

Total wire harness 
in modern vehicle

• Substitution to aluminium in 
cars: 12.5 kg/car

• Weight reduction: 
about 50% vs. copper

• Worldwide potential: 
about 875 000 mt annually

Making heat-exchanger technology 
leap from automotive…

…into broad range of non-automotive 
products and applications

Aluminium has almost replaced copper in 
automotive precision tubing over last 30 years

The leading position of copper in buildings has 
remained unchallenged … until now



(29)

Sustaining capital expenditure reduction

4.2

3.5

2008 2012E

Sustaining capital expenditure
In NOK billion

Sustaining capex Vale assets

● Sustaining capex significantly down 
from 2008 levels

● Increase in sustaining capex from 
Vale acquisition

● Additional NOK ~1-1.5 bn from 
growth and improvement capex
expected in 2012



Robust financial position

1.51.7

11.0

31-Dec-10 31-Dec-11 31-Mar-12

Net cash/(debt), NOK billion

(19.9)

(7.3)

(6.9)

(7.4)

1.7

(4.2)

(4.3)

1.8

8.4

Dec 31,
2011

(19.2)

(7.2)

(6.7)

(6.8)

1.5

(3.7)

(5.1)

1.6

8.8

Mar 31,
2012

11.0Net cash/(debt)

(0.9)Short-term debt

1.3Short-term investments

10.9Cash and cash equivalents

(0.3)Long-term debt

(5.5)
Net pension liability at fair value, 

net of expected tax benefit

(7.8)
Net int.-bearing debt in equity 

accounted invest.

(6.4)

(4.0)

Dec 31, 
2010

Other adjustments*

Adjusted net debt

NOK billion

* Operating lease commitments and other



Adapting to a challenging market environment

Bauxite &
Alumina 

• Stabilizing and improving production
• Focus on improving cost position
• Actively promoting index pricing

Primary
Metal

• Targeting USD 235 per mt in 2012 within 
USD 300 per mt cost improvement program

• Focus on optimizing production in Qatalum

Rolled 
Products 

• Climb 10 improvement program
• Plant and product mix optimization

Extruded
Products 

• EUR 40 million improvement program in 
Building Systems 

• Cost cutting efforts in Extrusion Eurasia
• Portfolio restructuring

Hydro 
• Cash spending, including sustaining capex

and operating capital



• Increase value of 
energy business 

• Develop current base

• Global approach to 
power sourcing

• Reposition

• Keep solid cash flow in 
current assets

• Expand in first quartile 
assets

• Excellence in 
operations

• Commercialize

• Expand capacity

Strategy for further value creation

• Adjust capacity and 
cost base to market

• Continue proven high-
end product strategy

• Expand selectively in 
emerging markets

Bauxite & Alumina Primary Metal Energy Mid- and downstream



www.hydro.com


