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Dear Shareholders
We aim to be the heart and engine of the chocolate industry. Our goal is to become Number
One in all attractive customer segments and in all major world markets. We are pleased to report
that the past fiscal year – the tenth since Belgian Callebaut merged with French Cacao Barry in
1996 – has seen us take a number of major steps along the path to reach that goal.
Sales revenue rose by 4.9% to CHF 4,261.9 million. Sales volume development was flat, due to
the deliberate discontinuation of volumes in the consumer business; sales volumes were 1,049,788
tonnes. Operating profit (EBIT) was up by 13.5% to CHF 293.1 million compared to fiscal year
2004/05 1. Net profit (PAT) grew by 17.4% to CHF 183.0 million. For detailed information about
our business please see the sections “Overview of Business Performance” and “Consolidated
Financial Statements”.
The major events of fiscal year 2005/06 were the following:
• Subsequent to the restructuring measures taken, our European consumer products business
has achieved a positive result and is now operating on a solid basis.
• The earnings power of our core business with industrial and artisanal customers was again
confirmed.
• We continued our geographic expansion by starting the construction of our own chocolate
factory in Russia. We opened sales offices in Chicago (July 2006) and in Shanghai (October
2006).
The trend towards outsourcing amongst large food manufacturers continues and is gradually
encompassing all stages of the value chain. With the integration of Stollwerck and its special production facilities into the Group’s production network, we were able to expand our range of outsourcing services. In addition to our traditional offering of cocoa and chocolate products, we now
cover the full depth of production for third parties – including contract manufacturing of finished,
brand-wrapped consumer products. Starting out at a modest level, our contract manufacturing
operations are developing at a very encouraging pace. Together with customer label products and
chocolate products sold under our own four local brands (Sarotti in Germany, Jacques in Belgium,
Alprose in Switzerland and Brach’s in the U.S.), contract manufacturing forms an integral part of
our consumer business strategy.

Clear growth strategy
Innovation, geographic expansion and cost leadership are the pillars of our growth strategy. Our
goal is to grow twice as fast as the global chocolate market.

1

Before restructuring charges of CHF 94 million
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Innovation. Innovation is driven by the trends we observe among end consumers on the one
hand, and among our industrial and artisanal customers on the other, which are, in turn, influenced
by end consumers.
A mega trend in the food industry is the growing consumer awareness of health issues, and of
the impact nutrition has on health. Functional products and “healthy” products with wholesome
ingredients, less sugar, less fat and less salt, are increasingly popular. However, consumers are not
prepared to compromise on taste.
Our innovation strategy is built upon our value chain advantage and has one focus: the cocoa
bean. The cocoa bean contains hundreds of different natural components with health-enhancing
attributes that are largely destroyed during the chocolate-making process. With our “Back to the
Bean” approach we analyze the health benefits of the cocoa bean and preserve them to the highest degree possible in the final chocolate product by using special technology. Two premises serve
as our guide: The new products have to offer a better nutritional profile but still taste great, and
they must be 100% natural, without any additives.
During the past fiscal year, we launched a number of products that meet these criteria. They
include a chocolate that utilizes the natural sweetness of the cocoa bean and contains 30% less sugar. Previously used sugar substitutes such as Maltitol, which can have a laxative effect if consumed
in large quantities, can be omitted entirely. Following successful shelf tests with a product under
our consumer brand “Sarotti”, we have introduced to our industrial customers a dark and a milk
chocolate containing not only the highest level of polyphenols currently available on the market,
but also very effective antioxidants. The antioxidant properties of polyphenols – often associated
with red wine, green tea or vitamin E and C – are attributed to have positive effects on stress, tension, aging, heart disease, high blood pressure, memory loss and concentration problems.
For customers and consumers who attach great importance to the cultivation methods used for the
raw ingredients in chocolate, our offering also includes organic and fair-trade chocolate varieties.
Dark chocolate, particularly chocolate made with single-origin beans from exclusive cocoa-growing areas, continues to enjoy increasing popularity. In the U.S. market alone, sales of dark chocolate rose by some 30% over the prior year. Our traditional strength in the production of dark
chocolate, our presence in the countries of origin and our strengthened direct sourcing activities in
the cocoa-growing countries mean we are well placed to benefit fully from this demand.
Our broad offering of single-origin cocoa liquors and chocolates, coupled with our innovative
products act as door-openers and have facilitated sales to previously fully integrated chocolate
manufacturers.
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For our artisanal customers we have expanded the line of convenience as well as of premium
products. In the convenience range we have launched more ready-to-use products to help confectioners, bakers and chefs save time and money. Over the next year, we plan to round off this product offering with deep-frozen products. For top chocolatiers and confectioners we have just launched
our one-of-a-kind “Or Noir” chocolate formulations. These customers can now come to a specially
built laboratory in Meulan, France, and compose their own chocolate from a choice of twelve
different single-origin cocoa liquors.
Geographic expansion. We have also further pursued our targeted geographic expansion. In
August 2006 we commissioned a second cocoa-roasting line in Ghana, thereby doubling our cocoaprocessing capacity from 30,000 to 60,000 tonnes a year. We view this investment as proof of our
long-term commitment to this West African country, which offers a favorable investment climate
to foreign investors.
In Russia, construction work for our own chocolate factory 60 km south of Moscow began. This
factory will supply industrial and artisanal customers – primarily Western food manufacturers in
the initial phase. We expect the factory to become operational in the first months of 2007.
After a careful analysis of all possible options in China, the Board of Directors decided in
September 2006 to build our own chocolate factory in Shanghai. We anticipate that the construction and start-up period will take between 12 to 18 months.
Cost leadership. Innovation and geographic expansion will only be possible if we succeed in
maintaining cost leadership over the long term. We will use the “dedicated factory” approach to
achieve this, meaning that each one of our currently 36 factories has a clear focus and a particular
role within our production network. This allows us to benefit from economies of scale and to develop
a high level of specialist know-how in each factory. All our standard products are produced as close
to customers as possible. For every major standard product there is a backup factory to cope with
potential production downtimes. Specialty products are manufactured centrally in a limited number
of appropriately equipped factories. Our factories in the origin countries give us privileged access
to cocoa beans and allow us to optimize the supply chain. In “Centers of Excellence”, which are
focused on specific product groups or production technologies, we are constantly refining production processes and technologies. This is how we manage to lower production costs per tonne by
5% every year.
Particular attention should be paid to the cost savings achieved in our European consumer business, in addition to quality and price improvements. In its efforts, the business unit has been able
to draw on the Group’s comprehensive expertise. Our European consumer business now has a
healthy, competitive foundation on which to build.
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Uniquely positioned
Our unique positioning provides an excellent platform for our growth strategy.
Barry Callebaut is the only fully vertically integrated chocolate company with a global presence.
Since our Group was formed ten years ago, we have evolved from being a supplier of industrial and
specialty chocolate for industrial and artisanal customers to a provider of integrated solutions –
from the bean to the shelf – for the entire food industry. We are proud that we can supply all the
big names in the food industry. We train an average of 500 artisanal users of our products per week.
We are the only chocolate maker to unite Swiss, Belgian and French chocolate – the three big chocolate varieties for which consumers are prepared to pay a premium price – under one roof. We have
more than 1,650 active recipes and generate some 30% of our sales revenue with products developed during the past three years. This is a solid basis, built up over the last 150 years, upon which
we intend to actively shape our future.

New organizational structure with greater focus on regional markets
Since forming clearly defined customer segments five years ago, we have succeeded in substantially increasing our customer focus and our market share in Western Europe. However, the markets in Eastern Europe, North America and Asia are growing faster than the mature markets of
Western Europe. As we stated last year, we aim to increase the percentage of sales generated outside Western Europe and North America from 11% to 20% by 2010. To this end we introduced a
new organizational structure with a regional focus as of September 1, 2006. Within the regions we
shall continue to focus on our traditional customer segments: Industrial Customers, Gourmet &
Specialties and (where applicable) Consumer Products. Maurizio Decio was appointed Regional
Vice President for the Asia Region and a member of the Management Team with effect from September 1, 2006.

“Winning Together”
Barry Callebaut has grown consistently in the last ten years, as has its workforce. It is, therefore,
more important than ever to promote a sense of team spirit, global cohesion and a common culture
within the organization. What serves this purpose better than sports?
With that in mind, we announced a Group-wide fitness initiative in September 2005. Adopting
the slogan “Winning Together”, we chose the New York City Marathon 2006 as the highlight of
the campaign. People who are physically fit are likely to perform better and live longer – a win-win
situation for everyone. All our 8,000 employees – whether athletic or not, born runners or runnersto-be – were invited to take part. Following a careful selection process, 25 employees were chosen
for a special year-long coaching and training program in preparation for the world’s most famous
marathon on November 5, 2006. An additional 15 starting places were offered to experienced runners who were able to prepare for the race on their own. The fitness initiative included internal
communications activities, local jogging and sports groups, participation in local sports events and
general health tips posted on our Intranet, all of which was intended to encourage our employees
to adopt a balanced lifestyle with more physical activity and a healthy diet.
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In the middle section of this annual report you can read more about this initiative, which received
a very enthusiastic response from our employees worldwide.

Changes to the Board of Directors
Andreas W. Keller, a member of the Board of Directors since 1999, has expressed the desire to
not stand for re-election at the General Meeting on December 7, 2006. Based on his own entrepreneurial experience in the field of international marketing and distribution, particularly in Asia, he
was able to draw on a wealth of valuable expertise, which greatly benefited Barry Callebaut. The
Board of Directors, the Senior Management Team and the entire staff would like to express their
sincere thanks to Andreas Keller for his many years of outstanding service to the company.
All other Board members will be standing for re-election for a period of one year.

A word of thanks
The heart and engine of Barry Callebaut is our workforce of some 8,000 people in 24 countries.
Through their know-how, customer focus and passion for chocolate, they are contributing to our
good results each and every day, and we would like to extend our sincere gratitude. Our thanks also
go to all our customers around the world, many of whom have been with us for decades. And finally,
we would also like to express our thanks to you, our shareholders, for your enduring loyalty and
trust.

Andreas Jacobs
CHAIRMAN OF THE BOARD OF DIRECTORS

Patrick G. De Maeseneire
CHIEF EXECUTIVE OFFICER
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