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Fonterra’s performance has improved this year, and as a result, so has the performance 
of the Fonterra Shareholders’ Fund. 

2020 has been a challenging year for businesses around the world as markets contended 
with the impact of Covid-19. 

It was no different for Fonterra, with Covid-19 bringing increased volatility and uncertainty 
to the global dairy market, but despite this, Fonterra has achieved the priorities it set itself 
for the 2020 financial year.  

Fonterra’s reported Profit after Tax was $659 million, up $1.3 billion on last year, and net 

debt was reduced significantly, down $1.1 billion. 

Normalised earnings per share came in at the top of the forecast range at 24 cents per 

share, and with these improved earnings and a stronger balance sheet, Fonterra has 
recommenced paying a dividend, which was one of the Fonterra Board’s priorities for the 
2020 financial year.  

Fonterra declared a final dividend of 5 cents per share and as a result, unit holders have 

received a final distribution of 5 cents per unit – which was paid on the 15th of October.  

It is positive to see Fonterra has continued to focus on financial discipline. In the financial 

year this resulted in improved cash flows and improved gearing and debt payback ratios. 

Fonterra’s free cash flow, being the cash flow that is available to pay interest and 

dividends and to reduce debt, increased by $733 million to $1.8 billion.  

Fonterra achieved this significant increase in free cash flow through a combination of 

improved earnings, lower capital expenditure, the sale proceeds from divesting its 
interests in DFE Pharma and foodspring® and reducing its Beingmate shareholding. 

Looking to the 2021 financial year, there is uncertainty as to how the global recession and 
new waves of Covid-19 may impact dairy demand globally.  

It is something Fonterra’s management team will be monitoring closely throughout the 
financial year – and they will provide more colour on this shortly. 

The Board of FSF Management Company Limited is pleased with the improved 
performance from Fonterra this year and hopes to see it build on this positive result during 
the coming financial year 

Before I move onto discussing the performance of the Fund, I will briefly cover the role of 

the Board of the Manager of the Fund. 
  



The Board of the Manager of the Fund has statutory responsibilities for the activities of 
the Manager and the Fund, including monitoring compliance with regulatory requirements 
and ensuring that unit holders’ interests are managed and protected in accordance with 
the constituent documents that relate to the Fund. Directors have no role in the 
governance or operation of Fonterra. 

The skills required of a director on the Board of the Manager include governance 

experience, preferably of a listed entity, financial and capital markets knowledge, an 
understanding of co-operatives, and risk management experience. 

While we have no decision-making role in relation to Fonterra’s governance or operations, 
we do consider it appropriate to actively represent the interests and views of unit holders 
to Fonterra and we do that. 

We have had several meetings over the last year with Fonterra management and in some 

cases Fonterra board members. 

I will now address this year’s Fund performance. 

You can see on the graph currently being presented, at the start of the 2020 financial year 
the unit price dipped into the low three-dollar territory – this occurred mid-August as 
Fonterra advised the market there was going to be a number of write-downs with an 
expected loss of $590-675 million.  

The unit price recovery seen in late September 2019 was at the time of Fonterra 
announcing the sale of its 50% share in DFE Pharma. 

During the course of the financial year the unit price broadly followed the NZX50 index, 
with the exception of the Fund holding up better during April as Covid really hit some 
NZX50 companies. 

The Fund finished the financial year,1 August 2019 to 31 July 2020, up 8% at $4.06, from 

$3.77 – this is slightly up relative to the NZX50 index, which had growth of 7% for the 
same period. 

The unit price closed last Friday at $4.40, an increase of 17% since the start of the 2020 
financial year and an increase of 29% on the low point of $3.41 in mid-May. 

Moving on to discuss some of the key Fund statistics. 

Over the past 12-month period ending 30 October 2020, the units on issue have increased, 

by just over 4 million, to 106 million units on issue. 

During the 12-month period units issued peaked at 107 million units on issue at mid 

October 2020.  

This was predominantly due to farmer share compliance activity; I will cover this in more 

detail shortly. 

Because of the improved unit price and additional units on issue the Fund’s market 

capitalisation has increased this year, up $66 million to $490 million – as at 30 October.  

The unit price 12-month low of $3.41 occurred in mid-May, around this time there had 

been no new specific adverse information in relation to Fonterra or the Fund.  

However, equity markets at this time had softened in general due to Covid-19.  



As previously mentioned, the unit price finished last week at $4.40. 

Retail holdings increased by four percentage points to 70% over the course of the year.  

The retail percentage increased as Institution holdings declined from 15% to 13% and 
private wealth declined from 7% to 5%.  

In time as Fonterra’s underlying performance continues to improve and it regains investor 
confidence as an investment proposition both Fonterra and the Board of the Fund’s 
management company would like to see institutional and private wealth holdings grow.  

I mentioned on the prior slide that the Fund size had increased by just over 4 million units 

and this was predominantly due to farmer share compliance activity.  

When a farmer ceases to supply milk to Fonterra they have three years to reduce their 

holding in Fonterra shares. In recent times a number of ceased farmers instead of exiting 
Fonterra completely have opted to sell their shares and buy units simultaneously – 
effectively transferring their Fonterra shares to units.  

There is a significant portion of retired farmers that no longer supply Fonterra milk who 

are classified as retail holders in the Fonterra Shareholders’ Fund, and it is this group 
who made up a notable portion of the 4 percentage point increase in retail holdings this 
year. 


