
FUTURE OUTLOOK

For 2009, despite a tough economic outlook, we 
expect our business model and strategy will deliver 
internal net sales growth of 3 to 4% and internal 
operating profit growth of mid single-digits (4 to 6%) 
which are in line with our long-term annual growth 
targets. We expect our earnings per share to grow at 
high single-digits (7 to 9%) on a currency neutral basis. 
Gross profit margin percentage is expected to remain
approximately flat as our cost reduction initiatives and 
price realization offset pressure on cost of goods sold. 
Gross interest expense for 2009 is expected to decline 
to approximately $280 million driven by lower short-
term interest rates. Our effective tax rate is estimated 
to be approximately 30% to 31%. We continue to 
remain committed to investing in brand building, cost-
reduction initiatives, and other growth opportunities. 
Lastly, we expect our cash flow performance to remain 
strong and are currently expecting 2009 cash flow to 
be between $1,050 million and $1,150 million after 
capital expenditures.

ITEM 7A. QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Our Company is exposed to certain market risks, which 
exist as a part of our ongoing business operations. We 
use derivative financial and commodity instruments, 
where appropriate, to manage these risks. As a matter 
of policy, we do not engage in trading or speculative 
transactions. Refer to Note 12 within Notes to 
Consolidated Financial Statements for further 
information on our accounting policies related to 
derivative financial and commodity instruments.

Foreign exchange risk
Our Company is exposed to fluctuations in foreign 
currency cash flows related to third-party purchases, 
intercompany loans and product shipments. Our 
Company is also exposed to fluctuations in the value of 
foreign currency investments in subsidiaries and cash 
flows related to repatriation of these investments. 
Additionally, our Company is exposed to volatility in the 
translation of foreign currency earnings to U.S. dollars. 
Primary exposures include the U.S. dollar versus the 
British pound, euro, Australian dollar, Canadian dollar, 
and Mexican peso, and in the case of inter-subsidiary 
transactions, the British pound versus the euro. In 
addition, we have operations located in Venezuela 
where the local currency is exposed to a highly volatile 
economic environment. We assess foreign currency risk 
based on transactional cash flows and translational 
volatility and may enter into forward contracts, options, 
and currency swaps to reduce fluctuations in net long 
or short currency positions. Forward contracts and 
options are generally less than 18 months duration.
Currency swap agreements are established in 
conjunction with the term of underlying debt 
issuances.

The total notional amount of foreign currency 
derivative instruments at year-end 2008 was
$924 million, representing a settlement receivable of 
$22 million. The total notional amount of foreign 
currency derivative instruments at year-end 2007 was 
$570 million, representing a settlement obligation of
$9 million. All of these derivatives were hedges of 
anticipated transactions, translational exposure, or 
existing assets or liabilities, and mature within
18 months. Assuming an unfavorable 10% change in 
year-end exchange rates, the settlement receivable 
would have decreased by approximately $92 million at 
year-end 2008 and the settlement obligation would
have increased by $57 million at year-end 2007. These 
unfavorable changes would generally have been offset 
by favorable changes in the values of the underlying
exposures.

Interest rate risk
Our Company is exposed to interest rate volatility with 
regard to future issuances of fixed rate debt and 
existing and future issuances of variable rate debt. 
Primary exposures include movements in U.S. Treasury 
rates, London Interbank Offered Rates (LIBOR), and 
commercial paper rates. We periodically use interest 
rate swaps and forward interest rate contracts to 
reduce interest rate volatility and funding costs
associated with certain debt issues, and to achieve a 
desired proportion of variable versus fixed rate debt, 
based on current and projected market conditions.

In connection with the issuance of U.S. Dollar Notes on 
March 6, 2008, we entered into interest rate swaps. 
Refer to disclosures contained in Note 7 within Notes 
to Consolidated Financial Statements. There were no 
interest rate derivatives outstanding at year-end 2007.
Assuming average variable rate debt levels during the 
year, a one percentage point increase in interest rates 
would have increased interest expense by
approximately $21 million in 2008 and $19 million in 
2007.

Price risk
Our Company is exposed to price fluctuations primarily 
as a result of anticipated purchases of raw and 
packaging materials, fuel, and energy. Primary 
exposures include corn, wheat, soybean oil, sugar, 
cocoa, paperboard, natural gas, and diesel fuel. We 
have historically used the combination of long-term 
contracts with suppliers, and exchange-traded futures 
and option contracts to reduce price fluctuations in a 
desired percentage of forecasted raw material 
purchases over a duration of generally less than
18 months. During 2006, we entered into two separate 
10-year over-the-counter commodity swap transactions 
to reduce fluctuations in the price of natural gas used 
principally in our manufacturing processes. The notional 
amount of the swaps totaled $167 million as of 
January 3, 2009 and equates to approximately 50% of 
our North America manufacturing needs. At year-end 
2007 the notional amount was $188 million.
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The total notional amount of commodity derivative 
instruments at year-end 2008, including the North 
America natural gas swaps, was $267 million, 
representing a settlement obligation of approximately
$16 million. Assuming a 10% decrease in year-end 
commodity prices, the settlement obligation would
increase by approximately $24 million, generally offset 
by a reduction in the cost of the underlying commodity 
purchases. The total notional amount of commodity 
derivative instruments at year-end 2007, including the 
natural gas swaps, was $229 million, representing a 
settlement receivable of approximately $22 million. 
Assuming a 10% decrease in year-end commodity 
prices, this settlement receivable would decrease by 
approximately $22 million, generally offset by a 
reduction in the cost of the underlying commodity 
purchases.

In some instances the Company has reciprocal 
collateralization agreements with counterparties

regarding fair value positions in excess of certain 
thresholds. These agreements call for the posting of 
collateral in the form of cash, treasury securities or 
letters of credit if a fair value loss position to the 
Company or our counterparties exceeds a certain 
amount. There were no collateral balance requirements 
at January 3, 2009 or December 29, 2007.

In addition to the commodity derivative instruments 
discussed above, we use long-term contracts with 
suppliers to manage a portion of the price exposure 
associated with future purchases of certain raw 
materials, including rice, sugar, cartonboard, and 
corrugated boxes. The Company has contracts in place 
with its suppliers that provide for pricing that is lower 
than market prices at January 3, 2009. It should be 
noted the exclusion of these positions from the analysis 
above could be a limitation in assessing the net market 
risk of our Company.
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