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Key Key levers for levers for value creationvalue creation

Value
creation

Portfolio

Performance

People
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19 %

8 %

10 %

63 %

A large international organisationA large international organisation

50 700 employees*

Norway 14 669
Germany 6 788
USA 4 153
France 3 913
Denmark 2 449
UK 2 156
Italy 2 141
Sweden 1 731
China 1 701
Brazil 1 120

60+ countries
(Top ten)

Others Agri

O&E

Aluminium

*Per 30.09.02
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Improving Improving from a from a strong positionstrong position

! Capitalising on our legacy
! Openness & flexibility
! Proactive employee and community dialogue
! Equality and respect
! Responsible business practices

! Pushing further on key issues
! Performance orientation
! Norwegian company, international employer
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People People Policy for Policy for culture changeculture change

“The main objective of our People Policy is to strengthen Hydro’s

competitiveness. We want to be a dynamic, diverse and energetic 

organisation where everyone contributes to innovation, performance 

improvement and first-class results.”
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Key tools supporting change Key tools supporting change 

! Systematic leadership development and 
performance management

! Active use of compensation policy

! Open internal job market

! Professional change management
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CapitalisingCapitalising on our management modelon our management model

! Demanding corporate owner
! Portfolio, Performance, People

! Business Areas - accountable, competing for 
capital

! Reducing costs and increasing service 
through Hydro Business Partner
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Aligned management compensationAligned management compensation

! Base pay

! Performance bonus
! 25% of base 
! Tied to improvement targets

! Options
! 25% of base
! 3+2 years
! 12% - 20% TSR
! Ownership requirements
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Real Real change change at at the top the top 

! Generation change,
New challenges and 
Performance drive
! 4 of 6 CMB members 

new since 1999 
! 12 of 16 sector managers 

new since 1999 

! More international
! 44% non-Norwegian sector heads vs. 12% in 1999

! More women
! 1 sector head, 9 CMB reports, vs. 0 in 1999

! Younger
! Average age CMB + reports from 52 to 48 in 1999
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Twin pathsTwin paths to to create valuecreate value

zz EExplorationxploration and and PProduction opportunities roduction opportunities 

zz PositioningPositioning in in the European energythe European energy marketmarket
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Major energy player in Europe*Major energy player in Europe*

z Norway
� 52% of proven oil reserves
� 27% of proven gas reserves
� 31% of hydroelectric power production
� 1% of population

z Norsk Hydro
� Operate 1.2 million boe/day on NCS
� Hydroelectric power generation 8.5 TWh 
� Largest energy consumer in Europe

* EU15+Norway Sources: BP Statictical review, Eurostat
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Competitive production growth
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Norwegian fields International
SAGA acquisition SDFI acquisition

1 000 boe/day

* Compound Annual Growth Rate, 2001 baseline

CAGR* 8%
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New fields on stream 2003New fields on stream 2003--20062006

5
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Jasmim 4 000

Dalia    20 000

Rosa/Lirio              12 000 

Kharyaga 2+3         18 000 (phase 1-3)

Murzuq A-field 4 000

Grane 77 000

Fram Vest 15 000  

Visund gas phase 17  900

Snøhvit               14 000

Kvitebjørn 25 000

Mikkel 5 000

Kristin 30 000

Sigyn                        5 000
2000 2001 2002 2003 2004 2005 2006

Development
PDO Submittal
PDO Approval/
Sanctioning
Start Production



40374 - 11.2002 - * 6 - Hydro Media

6

Continued focus on cost disciplineContinued focus on cost discipline

Outlook 2003-20061

z Investments:
� NOK 12 billion/year 

z Operating cost level2: 
� Maintain at today’s level

z Grane on track 
for 2003 Q3 start-up

� Budget reduced by 
NOK 1 billion

1) Excl. Exploration
2) Field Production costs + depreciation and

abandonment + net tariffs + other income/cost



Orm e n
Lang e

Ormen Lange – planned production 2007

zz Reserves: 375 Reserves: 375 bcmbcm

zz Gas Production 15Gas Production 15--20 billion 20 billion 
Sm3/yearSm3/year

zz Hydro share 18%Hydro share 18%

zz PDO planned 2003 PDO planned 2003 

zz Deepest water development on Deepest water development on 
NCS to date NCS to date 

zz InvestmentInvestment
�� Field NOK 35Field NOK 35--40 billion40 billion
�� Pipelines NOK 5Pipelines NOK 5--17 billion17 billion
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Access to Access to attractive attractive acreageacreage

z Priority to oil 
prospects

z Based on NCS 
operator 
competencies

z Alliance with 
regional players

InternationalInternational
E&P sE&P strategytrategy::

Canada
Petro-Canada  

Angola
Sonangol 

Iran
NIOC 

Libya
TotalFinaElf

Alliances: Alliances: 

Canada
Hebron & Annapolis

Angola
Further 
developments 

Iran
Anaran

Libya
Murzuk basin

Potential projects: Potential projects: 
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Exploration options Exploration options 
with low future commitmentswith low future commitments

Excluding licence acquisition costs

NOK million

 0

1 000

2 000

1996 1997 1998 1999 2000 2001 2002E 2003E 2004E 2005E 2006E

OptionsOptions

Gulf of MexicoGulf of Mexico

Canada: FlemishCanada: Flemish

Canada:Canada: ScotianScotian ShelfShelf

Iran:Iran: AnaranAnaran

Angola: Block 34 & 25Angola: Block 34 & 25

Canada: Grand BanksCanada: Grand Banks Libya:Libya: MurzukMurzuk

Angola: Block 17Angola: Block 17

Exploration activities outside NorwayExploration activities outside Norway
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Discoveries madeDiscoveries made in 2002in 2002

Country

Canada

Exploration well

Annapolis

Hydro 
share
25%

Discovery

Gas

Libya Block 190 B1 (P-17) 20% Oil
Block 186 D2 (DEL-1) 20% Oil
Block 186 D3 (DEL-2) 20% Oil

Angola Block 17 10% Evaluation ongoing
Norway PL 050 (34/10-45) 9% Oil

PL 050 (34/10-46) 9% Oil

PL 128 Stær (6608/10-8) 13.5% Oil
PL 209 Ormen Lange (6305/4-1)* 25% Gas
PL 091 Tyrihans (6406/3-6)* 12% Oil

PL 050 (34/10-47) 9% Oil

Hibernia & Terra Nova 5-15% Evaluation ongoing

* Appraisal  
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Substantial explorationSubstantial exploration in 2003 in 2003 

Major Major exploration wellsexploration wells

 0

 500

1 000

1 500

2 000

2 500

2000 2001 2002E 2003E

Norway International

NOK million
Location Hydro 

share

USA –
Gulf of Mexico 25%

Status

2 wells Q1, 
new options 

Canada –
Annapolis 25% Delineation 

well Q4
Canada –
Flemish Pass 33% 2 wells Q1-2
Iran –
Anaran 100% 2 wells Q1
Angola –
Block 34 30% 1 well Q4
Angola –
Block 25 20% 2 wells Q2

Libya 20% 4-6 wells 

Norway – 17th round & 
satellite wells
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European Energy Market European Energy Market 
–– offers new opportunitiesoffers new opportunities

Liberalization processLiberalization process

Industry Industry 
restructuringrestructuring

Abolishment of GNCAbolishment of GNC
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Source: Wood Mackenzie (Dec 2002)

Long run marginal 
cost delivered to UK (NBP) 

Øre/Sm3
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Strong and flexible gas position in EuropeStrong and flexible gas position in Europe

Ormen Lange

Oseberg

Zeebrügge

Bacton

Åsgard

Troll

Sleipner

Sluiskil

Dunkerque

St.Fergus

Emden

z Strong growth in equity 
production

z Ormen Lange – large 
uncommitted volumes

z Access to several landing 
points

z Diversified customer portfolio

13
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Energy markets towards integrationEnergy markets towards integration

Gas

Power

ConvergingConverging
gas and power gas and power 

marketsmarkets
Power Power 
generationgeneration TradingTrading Supply Supply 

WholesaleWholesale RetailRetailWiresWires

PipesPipesE&PE&P TradingTrading Supply Supply 
WholesaleWholesale RetailRetailSupply Supply 
WholesaleWholesaleTradingTradingPipesPipesE&PE&P RetailRetail

RetailRetailWiresWiresPower Power 
generationgeneration

Supply Supply 
WholesaleWholesaleTradingTrading

Hydro participates selectively in the gas and power value chains
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Commercial track recordCommercial track record

z Active player at gas hubs 
since market opening

z Nordpool experience in 
power trading 

z Active portfolio management

Contribution margin Contribution margin –– TradingTrading

-100
0

100
200
300
400
500
600
700

1999 2000 2001 YTD
Q3

2002Power 
Crude Oil & Oil Products
Gas Liquids
Natural Gas

NOK million



Executive Vice President 
Tore Torvund

Oslo, December 9,  2002

z

Capital Markets Day 2002 
Hydro Oil & Energy
z Growth
z PerformancePerformance



40374 - 11.2002 - * 17 - Hydro Media

17

Strong production growth

0
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Oil Norw. shelf Oil int. Gas

470455
421 430

510

● 12% production growth 
2001-2002 including SDFI

● Production target for 2003  
510 000 boe/day

1 000 boe/day

January incl. 
SDFI

December
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Both oil Both oil and gas and gas production are growingproduction are growing

 0
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Oil Gas

1 000 boe/day

* Compound Annual Growth Rate, 2001 baseline

CAGR* 8%
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F&D costs tracking down towards target

F&D costs excl. sale & purchaseF&D costs excl. sale & purchase
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Res. replacement F&D (3-year roll) F&D target

Reserves changed from P80 to P90 in 1997
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Strong performance Strong performance in in operationsoperations
Company

Source: McKinsey, June 2002

NOK/boeNOK/boe
Benchmark of Norway and UK Central North Sea

0 20 40 60 80 100

Top 25%

Average

Njord
Oseberg South

Visund
Brage

Platform
Troll C
Troll B

Oseberg A
Oseberg East
Snorre/Vigdis

Oseberg C

0 10 20 30 40 50
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Financial Financial and operating targets for 2003and operating targets for 2003

z Production target 510 000 boe/day

z Operating cost NOK 82/boe 
(excl. exploration)

z F&D costs USD 5/boe 
(3 year average)

z Reserves Replacement Ratio 140%
(3 year average) 

z CAPEX level NOK 11.5 billion

z Exploration level NOK 1.9 billion
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Key MessagesKey Messages

z Strong organic E&P growth 
� CAGR of 8% extended through 2006
� More projects to come on stream 2007 onwards

z Substantial exploration portfolio to be tested 2003
� Exploration strategy to be evaluated prior to new 

commitments

z Building strength in liberalizing European energy 
markets

z Ambitious financial and operating targets for 2003
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Safe harbour statementSafe harbour statement

In order to utilize the "Safe Harbour" provisions of the United States Private 
Securities Litigation Reform Act of 1995, Hydro is providing the following cautionary 
statement: This presentation contains certain forward-looking statements with 
respect to the financial condition, results of operations and business of the 
Company and certain of the plans and objectives of the Company with respect to 
these items. By the nature, forward-looking statements involve risk and uncertainty 
because they relate to events and depend on circumstances that will occur in the 
future. The actual results and developments may differ materially from those 
expressed or implied in the forward-looking statements due to any number of 
different factors. These factors include, but are not limited to, changes in costs and 
prices, changes in economic conditions, and changes in demand for the Company's 
products. Additional information, including information on factors which may affect
Hydro's business, is contained in the Company's 2001 Annual Report on Form 20-F 
filed with the U.S. Securities and Exchange Commission.
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What we said and what we have doneWhat we said and what we have done

! Successful integration of 
VAW and Technal

! Realisation of significant 
short term improvement 
potentials 

 Focus areas 2002  Actions taken 2002

! Successful restructuring 
of Magnesium

! Execution of large projects

! Divestment of Flexible 
Packaging

! Porsgrunn primary closed 
Extended remelt network

! All projects at or better 
than plans

! Agreement in principle

2

! All formal structures in place

! Improvement and synergy 
programs on track
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Europe: Moderate growthEurope: Moderate growth

 Est. European rolled products shipments

 Source: EAA

 Est. European extrusion shipments
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US: Low growth, US: Low growth, 
recovery expected in 2003recovery expected in 2003

 Est. US rolled products shipments

 Source: CRU

 Est. US extrusion shipments
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China: Primary metal balanceChina: Primary metal balance

Source: CRU, HAL

The Chinese challenges: 
! Alumina deficit
! Energy deficit
! Distance to market
! Small plants/Søderberg –

environmental issues
! Financing 

Production

Consumption

1000 tonnes

5

Decision made by central government to close down inefficient and polluting Søderberg capacity 
due to environmental legislation. Søderberg plants assumed to be closed down by around 1 million 
tonnes between 2003-2007 (200 000 tonnes per year in 2003 and 2004, 300 000 tonnes per year in 
2005 and 2006). 
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Rapid acquisition Rapid acquisition 
and integration processesand integration processes

Alcan/
Algroup

Alcoa/
Reynolds

Hydro/ 
VAW

Industry examples: Time from 
announcement to closing

140 (440 from APA
-announcement)

258

67

Hydro Aluminium

! Broad experience and diversity in the 
management teams 

! Kept momentum in day-to-day business 

! Successful execution of value capturing

Days

Pechiney/ 
Corus

240 (expected)

Hydro/ 
Technal

86
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Cost reductions

 0
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2 000
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YTD Q2 YTD Q3 Target 2002 Target 2003 Target 2004

Magnesium Aluminium

670435108*127-Aluminium
71424-6959700Magnesium

Total

EstimateQ3-20021st half 
20022001

RemainingRealized
Restructuring and rationalization costs (NOK million)

Workforce and cost reductions relative to 2001. 
*) NOK 19 million expensed in Q3, NOK 89 million charged to VAW opening balance.

Aluminium improvement program on trackAluminium improvement program on track

Workforce reduction
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Magnesium AluminiumEmployees NOK million
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Cost reductions

 0

 500

1 000

1 500

2 000

2 500

3 000

YTD Q2 YTD Q3 Target 2002 Target 2003 Target 2004

Magnesium Aluminium New cost reductions

Aluminium improvement programAluminium improvement program
Raised targetsRaised targets

NOK million
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Primary Metal: Cost Curve Position 2001 Primary Metal: Cost Curve Position 2001 
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Source: CRU International

Hydro

Cash operating cost calculated includes liquid metal cost, casthouse cost, casting losses, 
site overhead cost, freight cost interest on work in progress, margin cost and head office cost.  
VAW included in Hydro’s figures 

Elbewerk
Hamburg
Høyanger
Rheinwerk
Årdal
Søral
Slovalco
2005:Total 0.7 
million tonnes
(Limited increase)

Sunndal 2004
Karmøy
Kurri Kurri
Alouette
Tomago
2005:Total 1.0 
million tonnes 
(+0.3 mill tons)
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Metal ProductsMetal Products
Increased volume and lower cost in operationsIncreased volume and lower cost in operations

100 96 92 93 84

115 120 120125
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Karmøy ~196 000 tonnes per year
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Rackwitz ~23 000 tonnes per year
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Production volume  
(index 1998=100)

Nominal cash cost EUR/tonne
(index 1998=100, Energy normalized)
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100= Cost &
Production

volume  
1998

100= Cost &
Production
volume  
1998
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Extrusions: Extrusions: Increased press productivityIncreased press productivity
Extrusion North-America
Kg/hour (index, European 1986=100)
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1 000 tonnes per year

Total

Litho

Foil

Rolled ProductsRolled Products: : 
Increased vIncreased volumeolume. Improved industry structure. Improved industry structure

Auto

Alcoa
14 %

Corus
9 %

Pechiney
17 %

Other
14 %

Hydro 
Aluminium

19 %

Alcan
27 %

*Assumed Hydro/VAW and Pechiney/Corus together 

Four largest 2002: 86% market share*
Four largest 1998: 58% market share

Source: EAA, Annual Reports

Estimated market shares 2001
100% = 3.2 million tonnes per year
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The newThe new strategic platformstrategic platform
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A different business: Higher capital turn, A different business: Higher capital turn, 
more margin businessmore margin business
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Source: Annual reports, quarterly reports, proxy figures 
where needed to get comparative figures. HAL corrected for 
VAW  1.1 - 15.3.02 and for unrealised currency losses in Brazil



40591_h -12.2002- *17 - Hydro Media

4. Global automotive4. Global automotive

1. Global upstream1. Global upstream 2. Europe mid2. Europe mid-- and downstreamand downstream

3. Outside Europe, mid3. Outside Europe, mid-- and downstreamand downstream

Key steps in Hydro Key steps in Hydro Aluminium’sAluminium’s strategystrategy

17
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10 8
16 15 15 18 16
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42

78 84

HAL
02

Alcoa Alcan Pechiney Billiton

1 384 3 538 2 033 946 1 152

Hydro Hydro AluminiumAluminium: : 
Improved smelter structureImproved smelter structure

Source: Hydro, CRU

Percent of annual production, 2001
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Chalco                HAL 
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The leading player in EuropeThe leading player in Europe

Rolled Products
! Strong market positions in 

specialized products
! High technology standard
! 50% partner in the world’s 

leading rolling mill

Key strengths

Extrusion 
! Unique business model
! High recognition in market
! Strong performance culture

Metal (casthouse) Products
! Unique business model
! High recognition in market
! Low cost to market

16

19

25

Alcoa

Hydro*)

Alcan

Hydro

Alcan

Hydro

*) total, including automotive use

Market shares Europe

19
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Key strengthsKey strengths

■ Innovative business solutions

■ Excellence in customer cooperation

■ Industry benchmark in operation of key
technologies

20
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■ Deliver improvement programs and value capturing as planned

■ Further enhance value of HAL-VAW integration

■ Win market share based on strengths 

■ Improve relative cost position for smelter system 

■ Continue active portfolio management

■ Meet 10% CROGI target 2004 (normalized prices)

Priorities aheadPriorities ahead

21
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Norsk Hydro organization Norsk Hydro organization 

Metal segment Rolled segment Extrusion & automotive segment Others

Norsk Hydro
(Corporate)

Hydro 
Oil & Energy

Hydro
Aluminium

Hydro
Agri

Strategy & 
Bus. Dev CFO

HR

Primary Metal
(Oslo)

Metal Products
(Oslo)

Rolled Products
(Cologne)

Automotive
(Cologne)

Extrusion
(Lausanne)

North America
(Baltimore)

Flexible 
packaging*

(Bonn)

* Flexible Packaging will be divested

23
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HAL is now among the top three HAL is now among the top three 
integrated aluminium companiesintegrated aluminium companies
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 Source: CRU, WBMS, HAMP Updated: November 2002
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Hydro Hydro Agri perspectivesAgri perspectives

● From Turnaround to industry leadership
■ Debunking myths
■ Our ability to deliver

● Hydro Agri’s unique business model and areas 
of global strength

● Opportunities ahead
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Strongly improved performanceStrongly improved performance
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Debunking mythsDebunking myths

Cyclicality mitigatedEqual other 
commodities

Nitrogen cyclicality

Leading positionPosition not product 
important

Nitrogen 
attractiveness

Regional balanceImproved outlookEuropean 
performance

Leading playerCompetitive returnsIndustry 
attractiveness

Hydro Agri todayIndustry factsConcerns
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Industry attractiveness Industry attractiveness ––
Competitive returnsCompetitive returns
Average annual total shareholder return* across the businessAverage annual total shareholder return* across the business
cycle (1990cycle (1990--2001)2001)

11.2

11.5

11.7

11.9

20.5

0 5 10 15 20 25

DuPont

Dow Chemicals

Kali & Salz

Agrium**

PCS

 Annual TSR (%)

*    TSR = Share price appreciation + dividends to shareholders
** Agrium from merger in 1993 to 2001

Source: BCG database
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West European performanceWest European performance ––
Improved outlook Improved outlook (1999(1999--2002)2002)

● Total closures of 5 million tonnes of capacity 
(incl. IFI)

● Hydro Agri actions
■ Closed/sold 11 plants
■ Closed 12 sales offices
■ Sold around  25 businesses

 Greatly simplified Hydro Agri business 
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GoodGood regional regional balancebalance and global and global presencepresence
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 Hydro Overseas
 Hydro Europe
 Overseas
 Home market

AccumulatedAccumulated
20 million20 million

Latin 
America
2.8 million

NorthAmerica
2 million

Africa
2.1 million

Asia
2.9 million

Europe
9.8 million

  AgriAgri sales sales tonnestonnes

 * Kali & Salz figures based on year 2000
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Gross return on assets*Gross return on assets*

 Percent

1998

12.2

13.0

14.0

15.2

6.5

17.9

0 5 10 15 20

Hydro Agri

IMC

Kemira

PCS

Kali & Salz

Agrium

YTD 3Q 2002

6.2

6.9

7.6

9.3

11.8

14.3

0 5 10 15 20

PCS

Agrium

IMC

Kemira

Kali & Salz

Hydro Agri

Nitrogen Nitrogen attractivenessattractiveness ––
PositionPosition more more important than productimportant than product

 Predominantly P and K focused Predominantly N focused

Source: company quarterly reports*  Gross return on assets defined as EBITDA 
(excluding non recurring items) divided by total assets
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Hydro Hydro Agri cyclicality mitigatedAgri cyclicality mitigated

● Plants are not cost based swing producers 

● Global market presence and product flexibility 
provide hedging

● Growth overseas and in speciality/ industrial 
applications is less exposed

 Target: NOK 3 billion EBITDA 
 at bottom of business cycle
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Drivers Drivers ofof Hydro Hydro Agri valueAgri value

 Drivers  Effect on
In

co
m

e
C

os
t

G
ro

w
th

Gas price USA
Ammonia price
Grain prices
European market balance
Market segmentation

Oil price
Production volume
Productivity 
Scale

Organic growth
Expansion investment

➨ Ammonia price
➨ Urea price
➨ Urea price
➨ Nitrate margin
➨ Value added margins

➨ Gas costs Europe
➨ Unit cash cost
➨ Fixed cost
➨ Unit cost

➨ Enterprise value
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Reduced fixed costs and working capitalReduced fixed costs and working capital

 Days

 493

1 730

2 362
2 572

 0

 500

1 000

1 500

2 000

2 500

3 000

1999 2000 2001 Act. 3Q
2002

 NOK million

 Accumulated fixed cost
 reductions *  Net working capital days** 

105
97 99

87

0
20

40
60

80
100

120

1999 2000 2001 Act. 3Q
2002

*   Total fixed cost reductions compared with 1998 level
**  Average net working capital divided by gross operating revenue
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Large productivity improvementsLarge productivity improvements
  European plantsEuropean plants

Fixed cost per tonne * (NOK) 
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*   Excluding non-recurring items
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Trevo (Brazil) takeover:
From bankruptcy to healthy business

 0
 200
 400
 600
 800

1 000
1 200
1 400
1 600

1997 1998 1999 2000 2001 2002
0
1
2
3
4
5
6
7
8
9
10

 Sales Volume Market Share

 Percent Tonnes



36207_5H  - 12.2002 - * 14 - Hydro Media

 14

Top performanceTop performance
Gross return on assets* YTD 3Q 2002Gross return on assets* YTD 3Q 2002
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6.8

6.9

7.6

9.3

9.9

11.4

11.8

13.2

14.3

0 2 4 6 8 10 12 14 16

PCS

Dow Chemicals

Agrium

IMC

Kemira

DuPont
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Kali & Salz

Air Products

Hydro Agri

 Percent

Source: company quarterly reports*  Gross return on assets defined as EBITDA (excluding
non recurring items) divided by total assets
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WeWe have a have a uniqueunique fertilizer positionfertilizer position

● The largest player

● The only truly global company

● Balanced product portfolio (N,P,K)

● Strong sourcing power

● Unique brands 
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Our six areas of global strengthOur six areas of global strength

Ammonia ● Leading position

Nitrates ● Leading position

Balanced fertilization 
(NPK) ● Leading position (high value crops)

Speciality fertilizers ● Leading position with SQM (cash 
crops)

Selected industrial
applications ● Leading West European position

Distribution and
marketing ● Only global player
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Positive market outlookPositive market outlook

● Growth in fertilizer consumption
■ Cereal stocks diminishing rapidly
■ Increasing grain prices last months
■ Historically, fertilizer prices correlate well with grain 

prices 

● Limited new capacity globally next 2-3 years

● Global supply/demand balance looks good
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World urea supply/demand balanceWorld urea supply/demand balance
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Possible opportunities and threatsPossible opportunities and threats

 Opportunities
● Increased exports to China and India
● Russian WTO membership expected to establish gas 

prices reflecting real costs
■ Reduce Government impact
■ Intermediate EU antidumping measures linked to gas price

 Threats
● Improved US cost position
● Imports into Europe
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Future growth opportunitiesFuture growth opportunities

● Organic growth
■ Continued productivity improvements in our plants
■ Scale and synergy effects in our global logistics and 

marketing network

● Potential opportunities
■ North America (nitrogen)
■ Low cost ammonia capacity (Trinidad, Middle East...)
■ Distribution channels (China, Brazil...)
■ Global consolidation  process
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Key messagesKey messages

● Market outlook positive

● Unique business position

● Global leadership in key strategic areas

● Industry leadership after Turnaround

● Strong platform for profitable growth



Additional InformationAdditional InformationAdditional Information
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Hydro Hydro AgriAgri –– indicative sensitivitiesindicative sensitivities

EBITDA
NOK million

CROGI 
% points

Underlying assumptions: Oil USD 18, CAN 113 USD/t , NOK/USD 8.00
Simplified tax rate: 30%

CAN + 10 USD/t * 500 

Urea + 10 USD/t 170 0.33

0.97

Oil price + 1 USD/bbl - 110 - 0.21

0.12Currency + 0.1 NOK/USD 60

* Reference price for nitrogen sales in Europe
CAN prices are influenced by urea
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Position  Position  and and strength reduce strength reduce 
the impact of cyclicality on resultsthe impact of cyclicality on results
  EBITDA EBITDA BackcastBackcast, 2001 Base year, 2001 Base year

 0
1 000
2 000
3 000
4 000
5 000
6 000
7 000
8 000
9 000

1996 1997 1998 1999 2000 2001

"Agri 2001" EBITDA Agri EBITDA Actual "Agri 2001" average Actual average

NOK million

Backcast is estimated performance of 2001 structure with historical trading conditions (prices and currency).
2001 EBITDA corrected for 300 NOK million non-recurring items
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QafcoQafco ––
a successful ammonia/urea investmenta successful ammonia/urea investment

0%

5%

10%

15%

20%

25%

30%

35%

1993 1994 1995 1996 1997 1998 1999 2000 2001

 Avg. ROE = 16%

  Return on Equity (ROE)Return on Equity (ROE)
● Qatar Fertilizer Company,    

one of the most cost efficient
nitrogen plants in the world.

● Hydro ownership 25%  

● Hydro marketing agreement
of  0.6 million tonnes
(1.4 million tonnes)* urea p.a.

* Volume after June 2004 (Qafco 4 expansion)
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Market leadership Market leadership –– and balanced salesand balanced sales

0%

20%

40%

60%

80%

100%

Global fertilizer
consumption

Hydro sales

2001 sales2001 sales
135.8 million tonnes*

Nitrogen (N)

Phosphate (P)

Potash (K)

7.5 million tonnes*

Nitrogen (N)

Phosphate (P)

Potash (K)

Average global Hydro 
market share ~ 6%

*  Nutrient tonnes
Hydro Agri sales calendar year 2001. IFA statistics season 2000/2001

Source: IFA, Hydro
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Growth in nonGrowth in non--European marketsEuropean markets
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Increased focus on growth marketsIncreased focus on growth markets
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EBITDA Capital base

Growth markets

European fertilizer
operations
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Historical and average fertilizer pricesHistorical and average fertilizer prices
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European nitrate prices are strongly European nitrate prices are strongly 
influenced by the global urea priceinfluenced by the global urea price
USD/mt N
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Fertilizer prices linked to grain prices Fertilizer prices linked to grain prices --
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-- grain prices increasinggrain prices increasing
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Ammonia Value Chain Ammonia Value Chain (2001)(2001)

 ATS*
 pool

 Third Party
 purchase

 Ammonia
 sale

 Urea 
 26%

 Nitrate
 53%

 NPK
 18%

 Industrial
 Application

 3%

 deficit

 surplus

 1.4

 2.5
 3.8

2.1

 Ammonia and
 integrated

 production plants 
 (own production +

 JV Trinidad)

 Ammonia use

1.0

 * Ammonia Trade & Shipping
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Fertilizer Value Chain Fertilizer Value Chain (2001)(2001)

 Production  Global Supply
 Chain

 Optimization
 Own Products

 Europe

 JV Products

 Third Party
 Products

● Sourcing
● Allocation
● Logistics

 Business
 Units (10)

 &
 Front Offices

 (60+)

 20.2

 10.8

 1.2

 7.6

 19.6

 Key
 Accounts

 Spot sales

 Distribution & Sales
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Product Value ChainProduct Value Chain

Raw materials

Natural Gas/Air (N)

Rock (P)

Salts (K)

Intermediate 
products

Ammonia/nitric 
acid

Phosphoric acid

-

Main

Urea

DAP

MOP

Other

● Nitrates

● Compounds NPK

● Straights

● Blends

Finished Products
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References forReferences for
analysis of fertilizer marketsanalysis of fertilizer markets
● News, price references and short term developments 

( 1 - 2 months )
■ The Market www.decyfer.com
■ Fertilizer Week www.britishsulphur.com
■ Fertecon www.fertecon.com
■ FMB www.fmb-group.co.uk
■ Green Markets (USA) http://greenmarkets.pf.com

● Medium term ( 1 year ) supply/demand and price analysis
■ Outlook, from The Market. Monthly publications for ammonia, urea and DAP

● Longer term
■ Fertecon
■ British sulphur

● Grain supply/demand and price
■ International Grain Council www.igc.org.uk
■ Chicago Board of Trade www.cbot.com
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Hydro Agri structureHydro Agri structure

EVP Hydro Agri
Thorleif Enger

Finance & Strategy
Hallgeir Storvik

Chief Operating 
Officer

Daniel Clauw

Human Resources
Harald Aasheim

Treka
Jan Stranges



Capital Markets Day 2002
Financial Issues
CapitalCapital MarketsMarkets DayDay 20022002
Financial IssuesFinancial Issues

Executive Vice President and CFO 
John Ottestad

Oslo, December 9, 2002

Executive Vice President and CFO 
John Ottestad

Oslo, December 9, 2002
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Creating shareholder valueCreating shareholder value

Portfolio

Performance

People

Shareholder 
value
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CROGI CROGI –– our key measure of returnour key measure of return

z CROGI – cash return on gross investment

EBITDA less tax
Gross invested capital

z CROGI at normalized prices 
� Indicator for average performance over the cycle 
� Target 10%

z CROGI as a management tool
� Measures effects of internal improvement efforts
� Gives the right incentives
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CROGI CROGI developmentdevelopment
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z Normalized assumptions:
� NOK/USD 8.00
� NOK/EUR 7.60
� Brent bbl $18
� CAN27 tonne $113
� LME 3M tonne $1 500

� Restructuring charges and 
gain/loss on divestments 
excluded in normalized 
CROGI

z Volumes and margins are 
not normalized

Realized
Normalized

Target
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CROGI per business areaCROGI per business area
ActualActual andand normalized pricesnormalized prices
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Capital expendituresCapital expenditures
NOK billion
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2002 CMD 2002 estimate 2003 plan

Exploration
Other
Agri
Aluminium
Oil & Energy

2002: VAW and SDFI acquisitions not included 
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AcquisitionsAcquisitions 20022002

z VAW Aluminium – a transforming transaction
� Cash and debt: NOK 20.4 billion 
� Pension liabilities: NOK 3.2 billion

z SDFI – strengthening position in core areas
� Cash: NOK 3.5 billion

z Technal – creating world leader in building systems
� Cash and debt: NOK 870 million

z All three acquisitions accretive to 2002 earnings

Gross-up effects from deferred tax are not included in these figures
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DivestmentsDivestments

NOK billion

z On track to reach divestment
target of NOK 10 billion by 
end of 2003

z Signed deals in 2002
� KFK grain and feedstuff
� Flexible Packaging
� Other

z 2001 EBITDA for divested 
assets approximately NOK 
600 million (pro forma)

0
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14
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20

target actual target to
date

1999-2001 2002-2003
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DebtDebt // equityequity

0.71

0.41 0.43

0.28

0

0.1

0.2

0.3

0.4

0.5

0.6

0.7

1999 2000 2001 30.09.02

Ratio 

Net interest-bearing debt divided by shareholders' equity plus minority interest
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CommodityCommodity andand currency exposurecurrency exposure

z Aluminium
� Full exposure to market prices
� Exception: Sunndal expansion metal partly sold forward *

z Oil and fertilizers
� Full exposure to market prices

z Currency
� Funding used to hedge income 

* Subject to hedge accounting, full details in Annual Report 2001
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IndicativeIndicative P&LP&L sensitivitiessensitivities 20032003

1 NOK increase1 0502 810USD sensitivity NET

1 NOK increase(1 340)(2 440)USD sensitivity Financial Items **

1 NOK increase2 3905 250USD sensitivity Hydro

1 NOK increase420600USD sensitivity Agri

1 NOK increase1 1601 650USD sensitivity Aluminium

1 NOK increase8103 000USD sensitivity O&E

USD sensitivity *

$10 increase350500CAN price sensitivity, Agri

$100 increase580830LME price sensitivity, Aluminium

$1 increase2701 190OIL price sensitivity

$1 increase(80)(110)OIL price sensitivity, Agri

$1 increase3501 300OIL price sensitivity, O&E

After taxPre taxPrice sensitivity
NOK million

*  USD sensitivity estimates assuming USD/NOK changes, all other currencies fixed against NOK
** Excluding cash flow and equity hedge total exposure USD 1 275 mill and USD 400 mill debt in USD-based subsidiaries
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PensionPension costscosts

z Estimated 2002 pension cost NOK 1.6 billion, 
compared to NOK 1.5 billion last year

z 2003 pension cost is expected to increase due to
� Increased pension obligations
� Reduction in expected return on pension plan assets
� Amortization of unrecognised prior service 

cost and net loss
� VAW included for full year
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Financial prioritiesFinancial priorities

z Operational performance

z Capital discipline

z Meet NOK 10 billion divestment target

z Maintain financial strength



Additional informationAdditional informationAdditional information
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MainMain financialfinancial targetstargets

z Annual performance
Cash return on gross investment – CROGI
Nominal after tax, normalized prices 10%

z Investment criteria
Real IRR after tax 10%
(Oil $14/bbl, Aluminium $1 400/tonne, USD/NOK 8.00)

z Dividend
Share of net income, average over cycle 30%

z Solidity
Net interest-bearing debt/equity 0.5
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PensionsPensions

2002 development
z Pension obligations increase

� Compensation increase higher 
than assumed

� Reduction in long-term interest 
rates

z Pension plan assets reduced
� Loss on plan assets due to 

reduction in values of equities

z This leads to increased net 
unrecognized loss as of 
31.12.2002

z 15.03.2002: Hydro assumed
unfunded VAW pension 
liabilities of NOK 3.2 billion

2 803Net assets recognised in balance 
sheet 31.12.2001

3 314

14 306

17 620- unfunded plans

Obligations - funded plans

3.0%Rate of compensation increase

8.0%Expected return on plan assets

7.0%Discount rate

Weighted-average assumptions at end of 2001

(3 547)Unrecognized prior service cost end 
net loss

(744)Funded status of the plan

16 876Pension Plan Assets – funded plans

31.12.2001                                                    NOK million



40338_2 - 12. 2002 - *17 - Hydro Media

17

Estimated pension cost 2002 Estimated pension cost 2002 

1 600Total including VAW
250VAW for 9 ½ months of 2002

600Termination benefits and other pension plans

750Net periodic pension costs

1 350

70

200

(1 350)

1 230

600

NOK million

Interest costs on obligations:        17 620 * 7%2.

Total

Amortizations (of gain/loss and prior service costs)4. 

Expected return on assets:            16 876 * 8%3.

Curtailment loss and other5.

Service costs1.



Norsk Hydro ASA 
Capital Markets Day  2002
Norsk Hydro ASA Norsk Hydro ASA 
Capital Markets Day  2002Capital Markets Day  2002

President and CEO
Eivind Reiten

Oslo, December 9, 2002

President and CEO
Eivind Reiten

Oslo, December 9, 2002
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Today’s  m ain m essagesToday’s  m ain m essages

! We deliver on our commitments

! 2003 plans show performance improvements 
under unchanged market conditions

! Active portfolio management to continue 

! Attractive potential in all three Business Areas

2
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K eyK ey levers  forlevers  for va lue c reat ionvalue c reat ion

Value
creation

Portfolio

Performance

People

3
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We del iverWe del iver : : Ac t ive por t fo l io  m anagem entAc t ive por t fo l io  m anagem ent

! Strategic acquisitions
" VAW Aluminium
" Technal
" SDFI

! Divestments – more than NOK 6 billion
" KFK assets
" Flexible Packaging
" Oil and gas assets

! Major investment projects on track
" Grane, Sunndal, Alunorte, Qafco 
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St rengt hening t he c ore bus inessesSt rengt hening t he c ore bus inesses
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We del iverWe del iver :: Maint a ined f inanc ia l  s t rengt h Maint a ined f inanc ia l  s t rengt h 
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WeWe del iverdel iver : 2002 CROGI t arget: 2002 CROGI t arget

Target

Normalized to reflect
long-term commodity
prices and a stable
exchange rate –
not normalized for 
volumes and margins
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We del iverWe del iver :: Safet ySafet y per form anc eper form anc e
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Share pr ic e per form anc eShare pr ic e per form anc e

Source: Reuters
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Chal lengingChal lenging m ark et  m ark et  env i ronm entenv i ronm ent
! Delayed global economic recovery

" Europe weak – particularly Germany
" US recovery with doubtful strength
" Political uncertainty may slow down recovery further

! High, but volatile oil prices, weak aluminium 
market, fertilizer prices below long-term trend

! Significant impact for Hydro of NOK/USD rate 
changes

! Hydro’s 2003 plans not based on improvements 
in general market situation 
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Oi lOi l and and EnergyEnergy ::
St rong produc t ion grow t hSt rong produc t ion grow t h

! 2002 production target being met;
new target for 2003 is 510 000 barrels per day 

! Target of 8% average annual growth confirmed 
and extended one more year to 2006

! On track to meet F&D cost target of 5 dollars 
per barrel in 2003

! Rigorous examination of international exploration 
strategy during 2003
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Alum in ium :Alum in ium :
Value c reat ion t hrough bet t er  per form anc eValue c reat ion t hrough bet t er  per form anc e

! Creating a world class company by successfully 
integrating two strong organizations

! Extensive improvement efforts lead to higher cost
reduction targets
" End 2003 target up from EUR 200 to 250 million

! Major investment projects on track 

! Gaining market share in mid- and downstream 
segments under challenging market conditions
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Agr iAgr i : : 
The indust ry  leaderThe indust ry  leader

! Building on position as global leader in selected 
industry segments

! Continue productivity improvements 

! Remain alert to opportunities created by industry 
consolidation
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CROGI t arget  for  2003CROGI t arget  for  2003

! Higher oil and gas 
production

! Aluminium improvement 
programme

! Agri leveraging strong 
market positions

! Divestment of under-
performing assets
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Moving Moving forw ardforw ard
! Delivering on 2002 return target;

higher target set for 2003

! Significant potential in all three Business Areas
" Oil and Energy: Several years of high production growth
" Aluminium: Improved performance as world class player
" Agri: Leveraging strong market positions

! Continued evaluation of attractive strategic options; 
retaining flexibility of timing

! Maintaining financial strength provides a basis for 
strategic moves
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