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In 721 B.C., the gardens of the King of Babylon included the cardamom plant. Cardamom was used in perfumes in
: Ancient Greece and Rome. Native to South India and Ceylon, it grows in tropical conditions at elevations abave 2,000
N feet. With a distinctive, floral aroma and clean flavor, to this day it continues to add a fragrant touch to a wide range
o L of dishes. It is primarily used in India for curries and meat dishes. Cardamom is enjoyed as a flavoring for coffee in
R Middle Eastern countries and is popular in Chinese and Latin American cooking. Increasingly, dishes in the United
States are using this intriguing flavor. This year’s annual report is scented with the wonderful aroma of cardamom.
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oLl the difrence

Our passion for flavor. ..

our uniquely collaborative culture. ..

our high quality and healthful spices and
flavors allow us to make a difference in
the way peaple create and experience
food. Making food more distinctive and
enjoyable is what inspires our people,
who are deeply committed to delivering
high performance in every aspect of our

business. This has led to another year of

solid growth and record financial results

for McCormick shareholders.
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PASSION POINT

11th Annual " - w~People’s appetites for flavor and new taste experiences are growing all around the world.
Flavor Forecast® " “Durintimate knowledge of the way people purchase, prepare and enjoy food has put us
For more than a decade, we on'the leading edge of flavor trends and led to higher safes. Our eagerly awaited Flavor
have brought together culinary Forecast is now published in markets around the world, and in 2010 we published our
experts in our leading markets second holiday edition and first grilling edition in the United States.

to develop our Flavor Forecast,
which provides insights into the
latest trends in taste.

We are the creative spark behind new taste innovations in kitchens and restaurants.
With 400 research and development employees globally, we have a strang track record
in product innovation. Nearly 10% of our annual sales comes from products introduced
in the past three years.
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throughout the organization. - > ~

Qur unique Multiple Management philosophy, established in 1932, is the foundation of
this culture and emphasizes employee involvement in improving many aspects of our
business. We are further building on these values with motivational programs stich as
the McCormick High Performance System, which is leading to better training, lower
turnover and greater efficiency. We were pleased to be named by FORTUNE magazine
as one of the 100 Best Places to Work in 2010.

We have a strong sense of values which includes giving back to the communities where
we operate. In the United States, employees can work an extra day and donate their
earnings—which are also matched by the Company—to local charities. Employees in
other global locations also donate their time and energy to raise funds for their local

communities. In addition, the Company recognizes employees for community service
with annual awards.

McCormick has an enduring culture of respectand colflaboration that engages eh{pltﬂees

PASSION POINT

78 Years of Multiple

Management

Part professional development
and part business improvement
process, Multiple Management
represents the cultural backbone
of McCormick. Following the
formation of our first regional
Multiple Management boards

in 2609, we launched a global
board in 2010.
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Taste You Truat”
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Qu attention to dgaﬁty ybekgins’hght where our products are sourced. Many of the spices
nd herbs we usé are.grown by independent farmers in regions all around the world.
McCormick’s global s‘o‘uréing team works with farmers to create sustainable growing
practices and high quality products. In addition, we have built some health clinics and
- educational facilities to'support these farmers and foster long-term relationships.

Our focus on quality continues ance raw materials reach our production facilities. We
apply world class cleaning and processing standards that ensure the safety of our prod-
ucts and our employees. In addition, we are implementing an gnvironmental management
system across our global aperations.

From farm to fork, consumers and customers rely on McCormick’s procurement and
processing standards for safe, high quality products. In 2010, this reputation won us
new business and helped grow our sales.

PASSION POINT

Brands Sold in

>100 Countries

With spices and herbs sourced
from 40 countries, our leading
foodservice and retail brands
reach consumers in more than
100 countries. [n 2010, we
introduced special dispiays of
our Ducros® brand in Morocco,
Algeria and Tunisia.
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Super
Spices

One teaspoon of
cinnamon has as
many antioxidants as ¥z cup of
bluaharries. Spices and herbs are
a natural way to add flavor to
oatmeal, stir fry, salads or other
family favorites.

McCormick & Campany 2010 Arnual Report

Consumers are interested not only in great taste, but healthy eating. With a foundation in

spices and herbs, we are well-positioned to meet this interest. Spices and herbs are nat-
urally low in calories and many are high in antioxidants. Through the McCormick Science

Institute, we are funding studies to learn mare about the health aspects of spices.

We offer more than 300 salt-free consumer products in the United States. in 2010, we
extended these offerings with our faunch of Perfect Pinch® seasoning blends, which
includes several salt-free varieties. About one-third of our praduct development wark
for industrial customers currently has some connection to health—either lower salt,

reduced sugar, higher antioxidants or more natural ingredients.
In the workplace, McCormick employees benefit from a Company wellness initiative
which includes programs for exercise, managing stress and smoking cessation,

\We believe the interestin heal
employees will continue to grow.

thy living among consumers, customers and our own
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annual rate. The
sales and profits

In 2010, we investet ur business, increasing brani r g by $21 million and
expanding our. innovation capabilities which included f cylitylupgra‘d'es in:
the U.S., South Africa and pictured here, the U.K. We also acquired a small Hispanic
specialty food business and entered into consumer business joint ventures in India
and Turkey. ' L : :

Our investments are fueled by margin improvement—resulting from our Comprehensive
Continuous !mprovement pragram, which delivered $54 million in cost savings in 2010, as
well as a more favorable mix of products. Gross profit margin reached a recard 42% in 2010.

In addition to increasing sales and profits, we manage our husiness far cash in order to
increase total return to McCormick shareholders. In 2010, we used $221 million of our
cash flow to directly benefit shareholders through the payment of dividends and share
repurchases.

Dividend Paid
Per Share
1986—2010 -

PASSION POINT

25 Consecutive
Years of Dividend
[nc¢reases

At the end of 2010, our Board
approved a dividend increase—

page 7
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Founded in 1889, McCormick is a global leader in delivering great flavor.

Drawing upon a heritage in spices and herbs, our products today include seasoning blends, condiments, ethnic foads,
homemade desserts and other specialty items. Through geographic expansion and acquisitions, consumers can now buy
our brands in more than 100 countries. And our industrial business flavors snacks, wraps, beverages and much more for

customers, which include global restaurant chains and leading food manufacturers.

No matter what you
eat, each and every day
you are likely to taste
something flavored

by McCormick.

;g 1 Brands

McCormick has the leading brand of
spices and seasonings in each of its
major markets, as well as many other top
brands. Examples include a #1 share of
wet marinades in the U.S., a #1 share of
homemade desserts in France, a #1
share of honey in Canada and a #1 share
of gelatin in Australia.

10%/90%

While our products might be only 10% of
the cost of a meal, they can deliver 90%
of the flavor!

$3°‘3 Billion in Sales

For the past five years, our annual sales
have grown at an average rate of 5%.

McCormick & Company 2010 Annual Report

1 5% of Net Sales

New products launched in the past

three years for restaurants and food
manufacturers accounted for 15% of
our industrial business sales in 2010.

3X Faster

Since 1980, U.S. spice consumption
has grown almost three times as fast
as population growth. Americans enjoy
more than a billion pounds of spices
and herbs annually.

70% Value-Added

Up from 60% ten years ago, today 70% of
our sales are products to which we have
added value—whether that’s a creative
blend of flavars, convenient preparation
or unique packaging.

3 Million Ounces
% of Ground Ginger

This is the amount sold during the
Christmas holiday period in the United
States. It is enough to produce 450
million gingerbread men which could
circle the Earth nearly one and a
halftimes! - o

Top 5 in Profit Per Foot

The spice and seasonings category is
one of the most profitable for U.S. food
retailers. We work closely with our
customers worldwide to optimize the
assortment, placement and promotion
of our products.

26% Reduction

We exceeded the 2010 environmental
goals set in 2005 by reducing water usage
26%, greenhouse gas emissions 23%, .
solid waste 22% and electricity 17% per
unit of production.

A
1 1 0 Shareholder Return

Since 2000, a double-digit compound
annual growth rate in our earnings per
share and higher dividends has led to an
annual total shareholder return of 11%
which exceeds the returns of the S&P
500 stock index and the food group.

7, 50 O Employees

e Worldwide

Le

Our MecCormick High Performance
System engages employees and creates
an inclusive environment. Our employees
are the key ingredient in our success:




from 38 locations in 18 countries around the world.

mer Business-—Consolidated Operation
sumer Business—Joint Venture
rial Business—Consoclidated Operation
Industrial Business—Joint Venture

* Corporate Headquarters

Financial Highlights

For the year ended November 30 {millions except per share data) 2010 2009 % Change

Net sales $3,336.8 $3,192 1 4.5%

Gross profit ' 1,417.7 1,327 2 6.8%
Gross profit margin 42.5% 41.6%

Operating income 509.8 466.9 9.2%
Operating income margin 15.3% 14.6%

Net income 370.2 299.8 23 5%

Earnings per share—diluted 2.75 2.27 21.1%

Dividends paid 138.2 125.4 10.2%

Diwvidends paid per share 1.04 0.96 8.3%

We are providing below certain non-GAAP financial results excluding items affecting comparability The details of these adjustments are
provided in the Non-GAAP Financial Measures of the Management Discussion & Analysis on pages 23 and 24

2010 2009 % Change
Adjusted operating income 509.8 483.1 55%
Adjusted operating income margin 15.3% 15.1%
Adjusted net income 356.3 3107 14.7%
Adjusted earnings per share—diluted 2.65 2.35 12.8%

McCormick & Company ZOTOArnnuaIRepo't 1_712@(’9



Fellow Slarneboldens:

The passion for flavor that each McCormick employee brings to

the business is driving our success.

New products launched
in the past 3 years added
9% to sales in 2010.
Our latest introductions
include Recipe
Inspirations® World
Flavors in the U.S.,
Perfect Shake® in the
U.K. and Thai Chili
Sauce in China.

VISION

Bringing Passion to Flavor
All around the world there is a growing
interest in flavor In the 1950s, the aver-
age U.S household pantry had 10 spices,
herbs, extracts, and seasonings Today, it
has about 40. Consumers are also inter-
ested in eating well, and our products can
be a great way to add taste naturally with-
out salt or high calories. With our leading
brands, we have a strong connection to
flavor with consumers. And our industrial
customers turn to McCormick to deliver
innovative flavors that drive their sales.

We have an enviable reputation for
quality and safety in the food industry
As consumers remain under economic
pressure In many markets, we are also
emphasizing the value of our brands to
consumers

But people ultimately want to eat what
tastes good That's what we are all about,
and that 1s why we perform well in a chal-
lenging economy.

McCormick will be the leading global supplier of value-added flavor solutions.
Building on strong brands and innovative products, we will be the recognized
leader in providing superior quality, value and service to customers and consumers

around the world.

page 10 McCormick & Company 2018 Annual Report

Delivering High Performance in 2010
We had excellent financial performance

in 2010, meeting or exceeding our financral
objectives for the year. We achieved a fifth
consecutive year of double-digit earnings
per share growth on a comparable basis
and demonstrated the resiliency of our
business during a period of high unemploy-
ment, volatile material costs and a difficult
retail and foodservice environment

Earnings per share were $2 75. On a
comparable basis, excluding the impact of
the reversal of a significant tax accrual in
2010 and restructuring charges in 2009,
this was a 13% increase This increase
was above our long-term objective for the
business and ahead of our initial goal for
2010, to grow earnings per share 6 to 8%
on a comparable basis.

Underpinning our 2010 profit performance
was a 0.9 percentage point increase in
gross profit margin, nearly twice that of our
initial goal. Our Comprehensive Continuous
Improvement program—CCl—delivered
$54 million in cost savings, which was well
ahead of our $35 to $40 million target for
the year Margins were also boosted by a
more favorable mix of products, particularly
in our industrial business. Operating income
margin for the industrial business ended
the year at 8.0% compared to 6 7% in
2009, when measured on a comparable
basis excluding restructuring charges
recorded in 2009.



For the total Company, we grew net sales
5%, and in local currency the increase was
3% While consumers remain under pres-
sure in many of our markets, product inno-
vation, higher marketing support and new
distribution led to a solid increase in sales
volumes. Our growth rate in emerging mar-
kets was particularly strong for McCormick
and its joint venture partaers This growth
included a double-digit increase in China
and in our joint venture in Mexico Partially
offsetting our volume growth was the
impact of reduced pricing, as lower costs,
primarily for dairy ingredients, were passed
through to industrial customers. Toward
the end of 2010 our material and packaging
costs began to increase, and we have
responded with higher pricing

We continue to focus on generating
cash from our business and in 2010
reported cash flow from operations of
$388 million During the year, we com-
pleted paying down the debt related to
our acquisttion of Lawry's in 2008 We
also used cash for capital expenditures, an
acquisition and a new joint venture We
returned $221 million of cash to our share-
holders in dividends and share repurchases

in November 2010, your Board approved
the 25th consecutive annual increase n our
dividend McCormick is one of fewer than
50 companies in the S&P 500 with this
distinctive record of raising shareholder
dividends

The Next Decade of Growth

We have an effective strategy that has
endured for the past 10 years and sets the
direction for another decade of growth: we
invest in the business to drive sales and
profits and fuel these investments with
improved margins

There are three engines driving our
sales growth.

We are growing our base business
through enhanced marketing, category
leadership and new distribution. In 2010,
we increased our marketing support by
$21 million with an emphasis on products
that offer convenience, authentic ethnic

flavars, reduced sodium and other features.

Consumers trust us to deliver high guality
and great taste. As a result, our share

of the spice and seasoning category in
primary markets 1s 40% or more—well

ahead of the next largest brand competitor.

We have tools to help retailers optimize
their product assortment, and we continue
to expand our channels of distribution.
In 2010, we gained new distribution in
warehouse clubs in the U.S., convenience
stores in the UK and traditional “street”
markets in China

Second, product mnavation is leading to
higher sales In locations around the globe,
our technical innovation centers work
closely with consumers and industrial cus-
tomers to develop on-trend new products.
In 2010, we increased our product develop-
ment capabilities, which included a major
improvement to our U.K. technical innova-
tion center, as well as upgrades in the U.S
and South Africa Our latest new products,
such as McCormick Recipe Inspirations
and Schwartz® Flavourful recipe mixes,
provide convenient meal preparation with
simple ingredients. In China, we introduced
Thai Chih Sauce to strengthen our leading
position in bottled condiments. For global
industrial customers, we recently devel-
oped new snack seasonings, beverage

flavors and chicken marinades.

Asparagus and Mushroom
Pappardelle

Social media and emerging
technology offer opportunities
to connect with consumers in
new ways such as Facebook,
cooking videos or this mobile
phone app to deliver recipes.

In 2011, we intend to
increase support behind social

media by at least 150%.

McCormick & Company 2010 Annual Report
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McCormick co-sponsored
the Health Pavilion at

Baltimore’s African American

Heritage festival. Employee
volunteers demonstrated
how to use spices and
seasonings to add flavor
and antioxidants to

everyday meals.

e T
% TurnUp the Flavor |
for Under 3! |

SAVE$1.00

With a tough economy in
many of our major markets,
we devoted a portion of our
marketing to emphasize the

value of our leading brands.

page 12 McCormick & Company 2010 Annual Report

And third, McCormick is acquiring busi-
nesses that complement and expand our
portfolio of flavors. Businesses acquired
over the past 10 years accounted for 20%
of sales in 2010. At the end of 2010 we
entered info a joint venture in India with
Eastern Condiments, which markets a line
of spices and seasonings in that country as
well as other regions with large popula-
tions of Indian consumers. We are pleased
to be able to partner with the owner of this
fast-growing business in an attractive mar-
ket. We further expanded our business
with the acquisition of the El Bravo® brand
of authentic Hispanic products in the U.S.
With this addition, we expect sales of our
Hispanic products inthe U.S to exceed
$100 million in 2011. We have also added
leadership resources with responsibility
for our Hispanic strategy throughout the
Americas. In Turkey, we entered into a joint
venture, partnering with a leading food
company to launch a brand of spices and
5easonings.

As demonstrated in 2010, our employees
delivered impressive margin improvements
through CCl, our ongoing initiative to
improve productivity and reduce cost
throughout the organization. Since 2006,
we have nearly doubled capacity in our
largest production facility, while lowering
conversion cost per unit Our primary man-
ufacturing center in France has lowered
its conversion cost per unit 10% from five
years ago With CCl champions in each of
our operations, we have a long runway of
savings and in 2010, set a goal to achieve
$150 million in cost savings by 2013.

We are also improving margins with a
more favorable mix of products, particu-
larly in our industrial business. We have
increased operating income margin in this
business in recent years by focusing on

strategic partners that offer the best
opportunities for growth.

Higher sales and margin improvement
are leading to greater profits. Our business
generates strong cash flow which we are
working to build further by utilizing our
working capital more efficiently We meas-
ure the performance of each operating
unit using “McCormick Profit"—a program
that rewards employees not only for deliv-
ering on their profit objectives, but for
effective management of working capital.

How We Do Business at McCormick
McCormick shareholders have enjoyed a
total return that exceeds that of the S&P
500 Stock Index. We believe that this
performance is a reflection of both how
we operate and what we achieve. Indeed,
the way we do business at McCormick 1s
an integral part of our performance

For example, our Multiple Management
philosophy, established n 1932, is part of
the fabric of our business Through collabo-
ration and participation we create an inclu-
sive environment for all employees that
values diversity and individual talents. We
are also implementing McCormick’s High
Performance System, which thrives on team-
work and has led to more effective train-
ing, lower turnover and greater efficiency.

The strong culture of respect that we
have for one another extends to our sup-
pliers, our customers and our communities.
In addition to the Company’s support for
the communities in which we operate,
McCormick employees are also involved
in various charitable organizations We
recognize these employees each year, pro-
viding several awards that include funds
for the organization the employee sup-
ports. We also match many of the contribu-
tions made by employees, including those



that work an extra day and contribute therr

pay as part of our Charity Day program.

The quality and safety of our products
1s also paramount to our success We
are the "taste you trust” and we work to
garn that trust every day. For years our
global sourcing team has traveled the
world to procure the best spices and herbs.
McCormick's management team also
serves as industry leaders in organizations
such as the Institute of Food Technologists.
QOur participation m the Healthy Weight
Commitment Foundation is just one exam-
ple of our interest in going beyond quality
and safety and responding to consumer
interest in health. Many of our products
are salt-free, high in antioxidants and, of
course, great tasting

Finally, we are committed to operating
i an environmentally sustanable manner.
Our Sustainability Committee and teams at
many locations have made excellent prog-
ress Since 2005, we have reduced our
global water usage 26%, greenhouse gas
emissions 23%, solid waste 22% and elec-
tricity 17%. These are impressive results
and ahead of our goals. Based on this prog-
ress we have set new 5-year goals for fur-
ther reductions.

Acknowledgements
We have a Board and leadership team at
McCormick with the right experience and
skills to take us Into the next decade of
growth. We continue to build our skills
and add appropriate resources.

In 2010, we were pleased to have
Patricia Little, Executive Vice President and
Chief Financial Officer of Kelly Services,
join our Board of Directors. We also
elected Gordon Stetz, Executive Vice
Present & Chief Financial Officer of
McCormick, to the Board. Early in 2011,
Paul Beard, former Senior Vice President—
Finance & Treasurer, was appointed
President Asia/Pacific. Paul brings to this
new role not only a background in finance
but as a leader of our global restaurant
business. This is one of several moves we
have made to build our resources in the
Asia/Pacific region.

[ want to recognize all of our employees
for their efforts behind our results. Their
talent and agility have allowed us to suc-
cessfully navigate a tough economy and
continue to achieve growth.

Thanks also to each of our shareholders
for your support. We appreciate your trust
and confidence, and we work each day
to grow the value of your investment in
our Company.

(o 9 ilibso

Alan D. Wilson
Chairman, President & CEO

Shareholder Return

B McCormick
8 S&P Food Group
S&P 500

QOur stock price performance and
steady dividend payments have led
to a 10-year total annual shareholder
return which exceeds that of the
S&P 500 Stock Index and S&P 500
Food Products Index

McCormick & Company 2010 Annual Beport  paae 13



Adk Alas.

‘ At the outset of fiscal year 2011, there are some exciting growth opportunities for our business, as well as a
" few challenges. We wanted to share some of the discussion Alan has had with investors on these topics...

m l understand that the cost of many agricultural products has increased. Has this affected your input costs? How will it impact
L your husiness?
, McCormick uses dairy products, wheat, soybean oil and other commodities in the manufacture of products for our industrial customers We have
‘ arrangements with these customers to pass through increases or decreases in the cost of major commodities with price adjustments As a result,
fluctuations in commodity costs affect our net sales, but have a minimal impact on profit

The costs of many spices and herbs began to rise n 2010. While we are working to offset a portion of these increases with our CCl cost

savings, we have also increased our pricing for many products in both our consumer and industrial business

m How have you adapted your business to the macro-economic environment?

s

In this economy, people are preparing more meals at home Our products are well-suited for time-pressed consumers who are seeking convenience
and value.

New products like Recipe Inspirations and Perfect Pinch in the U.S help families prepare great tasting food conveniently. In international markets,
our homemade dessert products and recipe mixes help consumers economize by preparing food at home.

m Some of the best opportunities for growth seem to be in emerging markets.
To what extent are you participating in this growth?

2 g

(13 :
There are attractive growth opportunities for both our consumer and industrial businesses in a There are attractive

; number of emerging markets. growth opportunitie_s

Through a joint venture that dates back to 1947, McCormick brand mayonnaise, marmalades and - for both our consumer
teas, as well as spices, are category leaders in Mexico. This business has had impressive growth . . .
piess. are careqary P : and industrial businesse
and 2010 was no exception with sales up 12%. We launched a consumer brand in China nearly

20 years ago and have a leading position i several product categories i the largest cities. Our in a number of

consumer sales in China have increased at a 20% compound annual growth rate in the past five emerging markets.”
years. We have small operations in other countries including South Africa, El Salvador and Thailand
During 2010, we were also pleased to form joint ventures in India and Turkey, both of which are
fast-growing markets.
Our industrial business customers include leading food manufacturers and quick service
restaurants that are expanding globally. As a valued supplier, we are supporting their geographic
expansion which over time has included China, South America, and, in 2010, Eastern Europe
and Russia.
All around the world, we are bringing passion to flavor.

page 14 McCormick & Company 2010 Annual Report
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PICTURED FROM LEFT TO RIGHT, STANDING Gordon Stetz, George Roche, Freeman Hrabowski, Michael Fitzpatrick, James Brady,

John Bilbrey, Patricia Little; SEATED Margaret Preston, Michael Mangan, Alan Wilson, Wilham Stevens

Board of Directors
John P. Bilbrey 54

Executive Vice President,
Chief Operating Officer
The Hershey Company
Hershey, Pennsylvania
Director since 2005

Compensation Commitiee

James T. Brady 70
Managing Director, Mid-Atlantic
Ballantrae International, Ltd.
ljamsville, Maryland

Director since 1998

Audit Committee™

J. Michael Fitzpatrick 64
Chairman

Citadel Plastics Holdings, Inc.
Radnor, Pennsylvania
Director since 2001

Audit Committee

Freeman A. Hrabowski, 111 60
President

University of Maryland

Baitimore County

Baltimore, Maryland

Director since 1997
Nominating/Corporate Governance
Committee®

Patricia Little 50
Executive Vice President and
Chief Financial Officer

Kelly Services, Inc.

Troy, Michigan

Director since 2010

Audit Committee

*Indicates Chaur Posttion on the Commuttee

Michael D. Mangan 54

Former President, Worldwide Power
Tools & Accessortes

The Black & Decker Corporation
Towson, Maryland

Director since 2007

Audit Committee
Nominating/Corporate Governance
Committee

Margaret M.V. Preston 53
Managing Director &

Regional Executive

U.S. Trust, Bank of America
Private Wealth Management
Greenwich, Connecticut
Director since 2003

Nominating/Corporate Governance
Committee

George A. Roche 69
Retired Chairman & President
T. Rowe Price Group, Inc
Baltimore, Maryland

Director since 2007

Compensation Committee

Gordon M. Stetz 50
Executive Vice President &
Chief Financtal Officer
McCormick & Company, Inc
Director since 2011

William E. Stevens 63
Chairman

BBI Group, Inc.

St. Louis, Missouri
Director since 1988

Compensation Committee®

Alan D. Wilson 53
Chairman, President &
Chief Executive Officer
McCormick & Company, Inc.
Director since 2007

Executive Officers

Alan D. Wilson
Chairman, President & Chief Executive Officer

Gordon M. Stetz
Executive Vice President &
Chief Financial Officer

W. Geoffrey Carpenter
Vice President—General Counsel & Secretary

Kenneth A. Kelly, Jr.
Senior Vice President & Controller

Lawrence E. Kurzius
President—~McCormick International

Charles T. Langmead
President—U.S. Industrial Group

Cecile K. Perich
Senior Vice President—Human Relations

Mark T. Timbie
President—North American
Consumer Foods
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Management’s Discwsrion and Analysia

The purpase of Management's Discussion and Analysis
(MD&A) is to provide an understanding of McCormick's
business, financial results and financial condition. The
MD&A is organized in the following sections:

Business Cverview

Results of Operations

Non-GAAP Financial Measures

Liguidity and Financial Condition

Acquisitions

Other information, including critical accounting estimates and
assumptions and forward-looking information

The information in the charts and tables in the MD&A are for the years
ended November 30. All dollars and number of shares are in miflions,
except per share data. We analyze and measure the profitability of our
two business segments and the total business excluding items impacting
comparability. These items included the reversal of a significant tax
accrual in 2010, charges related to our restructuring activities in 2009
and 2008, and an impairment charge that was recorded in 2008. While
all consolidated financial results include the impact of these charges,
certain results are also shown on a comparable basis, excluding the
impact of these items. i

page 16 McCormick & Company 2010 Annual Report




Managenment's Discussion and Analysis

BUSINESS OVERVIEW

EXECUTIVE SUMMARY

McCormick is a global leader in flavor, with the manufacturing,
marketing and distribution of spices, seasonings, specialty foods and
flavorings to the entire food industry. Customers range from retail
outlets and food manufacturers to foodservice businesses. The
Company was founded in 1889 and built on a culture of Multiple
Management which engages employees in problem-solving, high
performance and professional development.

We have approximately 7,500 full-time employees in facilities
located around the world. Our major sales, distribution and produc-
tion facilities are located in North America and Europe. Additional
facilities are based in Mexico, Central America, Australia, China,
Singapore, Thailand and South Africa. In 2010, 39% of sales were
outside the United States.

Listed below are significant highlights of the discussion and analysis

that follows:

% Net sales were $3.3 billion in 2010 and up 5% primarily due to
higher volume and product mix, which was driven by product inno-
vation, increased brand marketing and expanded distribution.

% Earnings per share were $2.75 in 2010 compared to $2.27 in 2009.
Earnings per share in 2010 included a $0 10 benefit of the reversal
of a significant tax accrual. Earnings per shafe in 2009 included
$0.08 of charges related to our restructuring program which was
concluded that year. On a comparable basis, excluding these
impacts, we grew adjusted earnings per share 13% in 2010.

= With productivity improvement throughout the business, we
achieved $54 million in cost savings related to our Comprehensive
Continuous Improvement (CCl) program

% Cash generation remained strong with cash from operations of
$388 million in 2010. We used part of this cash to complete our
pay down of the debt related to the Lawry's acquisition and to
fund $138 million of dividend payments and $47 million of joint
ventures and acquisitions. We resumed our share repurchase
activity, completing a $400 million authorization from 2005 and
beginning a new $400 million authorization approved by our Board
of Directors mid-year in 2010.

2 |n November 2010, our Board of Directors approved our 25th con-
secutive annual dividend increase and the annualized dividend as
we began our 2011 fiscal year was $1.12 per share.

BUSINESS SEGMENTS

We operate in two business segments, consumer and industrial.
Consistent with market conditions in each segment, our consumer
business has a higher overall profit margin than our industrial
business. In 2010, the consumer business contributed 60% of sales
and 79% of operating income and the industrial business contributed
40% of sales and 21% of operating income.

Across both segments, we have the customer base and product
breadth to participate in all types of eating occasions, whether it
1 cooking at home, dining out, purchasing a quick service meal or
enjoying a snack. We offer our retailers and consumers a range of
products from premium to value-priced.

Consumer Business

From locations around the world, our brands reach consumers in
more than 100 countries. Our feading brands in the Americas are
McCormick®, Lawry's® and Club House®. We also market authentic
ethnic brands such as Zatarain's, EI Guapo®, Thai Kitchen® and
Simply Asia®, and specialty items such as Billy Bee® honey products
In Europe, the Middle East and Africa (EMEA) we sell the Ducros®,
Schwartz, McCormick and Silvo® brands of spices, herbs and sea-
sonings and an extensive line of Vahiné® brand dessert items. In the
Asia/Pacific region our primary brand is McCormick, and we also own
the Aeroplane® brand which is a leader in gelatins in Australia

Our customers span a variety of retail outlets that include grocery,
mass merchandise, warehouse clubs, discount and drug stores,
served directly and indirectly through distributors or wholesalers.

In addition to marketing our branded products to these customers,
we are also a leading supplier of private label items, also known
as store brands.

The largest portion of our consumer business is spices, herbs
and seasonings. For these products, we are the category leader in
our primary markets with a 40 to 60% share of sales. There are a
number of competitors in the spices, herbs and seasoning category.
More than 250 other brands are sold in the U.S. with additional
brands in international markets. Some are owned by large food
manufacturers, while others are supplied by small privately owned
companies. Our leadership position allows us to efficiently innovate,
merchandise and market our brands.

McCormick & Company 2010 Annual Report
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Industrial Business

In our industrial business, we provide a wide range of products to
multinational food manufacturers and foodservice customers. The
foodservice customers are supplied both directly and indirectly
through distributors. Among food manufacturers and foodservice
customers, many of our relationships have been established for
decades. We focus our resources on our strategic partners that
offer the greatest prospects for growth. Qur range of products
remains one of the broadest in the industry and includes seasoning
blends, natural spices and herbs, wet flavors, coating systems and
compound flavors. In addition to a broad range of flavor solutions,
our customers benefit from our expertise in sensory testing, culinary
research, food safety, flavor application and other areas.

Our industrial business has a number of competitors. Some tend
to specialize in a particular range of products and have a limited
geographic reach. Other competitors include larger publicly-held
flavor companies that are more glabal in nature, but which also tend
to specialize in a limited range of flavor solutions.

We have been increasing the profitability of the industrial busi-
ness through productivity improvements, and a shift in our sales mix
to more higher margin, value-added products.

2010 Net Sales by Business and Region

CONSUMER BUSINESS
Asia/Pacific 3%

EMEA 13%
Americas 44%

|- INDUSTRIAL BUSINESS.
- Amgréca&:za% R o
— EMEAT% - .

- Asié/?aciﬁg:ﬂ% IR
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OUR STRATEGY

Our strategy is straightforward—to increase sales and profits by
investing in the business and to fund these investments with
improved margins. This simple strategy has been driving our success
for more than a decade and is our plan for growth in the future.

Product innovation is one of the leading investments to grow our
business. New products launched in the past three years accounted
for nearly 10% of net sales in 2010 We continue to invest in research
and development and recently expanded and enhanced these facilities
in the UK., Turkey and South Africa, with plans for an R&D center of
excellence in Asia underway. Product marketing is driving growth
of our brands, and we have increased spending by 70% since 2005.
Through acquisitions and joint ventures we seek to add leading
brands to extend our reach into new regions with a particular inter-
est in emerging markets. In our developed markets, we are adding
brands that have a niche position and meet a growing consumer trend.

We have fueled our investments with improved margins. In 2010,
gross profit margin rose to a record 42.5% from 41.6% in the prior
year This increase was driven by cost savings from our CCl program
and a more favorable mix of products, particularly in the industrial
business. Over time, our acquisition of consumer brands has also
raised gross profit margin for the total business. Long-term we
expect to achieve mid-single digit sales growth with one-third from
category growth, share gains and new distribution, one-third from
product innovation and one-third from acquisitions.

In some years, pricing and foreign currency exchange rates may
also impact sales. In 2010, our pricing actions had a minor impact
on sales, while the impact of currency rates was favorable.

Our business generates strong cash flow. Actions to grow net
income and improve working capital are designed to lead to higher
levels of cash generation. In 2010, we used $221 million of cash to
repurchase shares and to fund-dividends for our shareholders.

QOur strategy, our execution and our success have led to higher
shareholder value. We expect to be equally effective n building
future value for our shareholders.
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RESULTS OF OPERATIONS—2010 COMPARED TO 2009

2010 2009
Net sales $3,336.8 $3,192.1
Percent growth 45%

Sales for the fiscal year rose 4.5% from 2009 with strong growth in
both the consumer and industrial businesses. New product introduc-
tions, brand marketing support and expanded distribution led to
favorable volume and product mix, which combined, added 3.2% to
sales. The impact of pricing was miimal in 2010, reducing sales
0.3%. while favorable foreign exchange rates increased sales 1.6%.

2010 2009
Gross profit $1.4177 $1.3272
Gross profit margin 42.5% 41.6%

In 2010, gross profit increased 6 8% and gross profit margin rose
90 basis points. A significant part of this improvement was due to
our CC! program which lowered costs $54 million in 2010 of which
$45 million improved gross profit. In addition, the industrial business
continued to shift its mix of business toward more higher margin,
value-added products ;

"Most raw and packaging material costs did not change signifi-
cantly from 2009 through the first half of 2010. One exception was
the lower cost of dairy ingredients which was passed through in
lower pricing to industrial customers. In the second half of 2010, input
costs began to increase and unfavorably impacted gross profit margin
in the fourth quarter. Pricing actions were taken toward the end of
the year and continued in 2011 to offset a portion of these increases.

2010 2009
Selling, general & administrative
expense (SGRA) $9079 $846.6
Percent of net sales 27 2% 26 6%

Selling, general and administrative expenses in total dolflars and
as a percentage of net sales increased in 2010 compared to 2009.
The increases were mainly driven by incremental brand marketing
support to invest in the growth of our leading brands, as well as
higher retirement benefit costs. SG&A in 2009 included $7.5 million of
expenses related to the bankruptcy of a UK foodservice distributor.

During 2010 we increased brand marketing support costs by
$20.7 million or 14%. The increased funding supported the launch of
Recipe Inspirations, Perfect Pinch and other new products. We also
drove sales with incremental spending behind our holiday cooking
and baking advertising, support for the Zatarain's brand and informa-
tion regarding the antioxidant levels in many spices and herbs. The
increase in retirement benefit costs was primarily due to changes in
actuarial assumptions.

The following is a summary of restructuring activities for 2009:

2009

Pre-tax restructuring charges
Recorded in cost of goods sold $ 25
Other restructuning charges 13.7
Reduction in operating income 16.2
Income tax effect (53)
Reduction in net income $109
Reduction in earnings per share—diluted $008

As of November 30, 2009, this restructuring program was com-
pleted. Pre-tax restructuring charges related to actions under our
restructuring program to consolidate our global manufacturing, ration-
alize our distribution facities, improve our go-to-market strategy
and eliminate administrative redundancies More details of the
restructuring charges are discussed later in MD&A and in note 11
of the financial statements.

2010 2009
Interest expense $493 $528
Other income, net 22 24

Lower total average debt outstanding, coupled with lower short-
term interest rates, led to a favorable vaniance in interest expense
in 2010 when compared to 2009. In 2010, we completed the pay
down of debt from the 2008 Lawry's acquisition, pnimanty with cash
generated from operations.

2010 2009
Income from consolidated operations
before income taxes $4627 $4165
Income taxes 118.0 1330
Effective taxrate - 255% 319%

The decrease in the tax rate in 2010 was due to a higher level of
net discrete tax benefits, increased U.S foreign tax credits and a
favorable mix of earnings among our different foreign tax
junsdictions.

Discrete tax benefits in 2010 were $20.1 million compared to
$3.6 million in 2009. The $20.1 million in 2010 1s mainly due to a
$13.9 million reversal of a tax accrual for a closed tax year. This tax
accrual was recorded in a prior period based on uncertainties about
the tax aspects of transactions related to the reorganization of our
European operations and divestment of certain of our joint ventures.

U.S. foreign tax credits increased as a result of a $108.5 million
repatriation of cash from foreign subsidiaries in the fourth quarter of
2010. Due to the mix of foreign earnings related to this cash, the
repatriation generated these tax credits.
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In addition, see note 12 of the financial statements for a reconcili-
ation of the U.S. federal statutory tax rate with the effective tax rate.

2010 2009

Income from unconsolidated operations $255 $163

Income from unconsolidated operations increased $9.2 million in
2010 compared to 2009 This increase was mainly due to the perfor-
mance of our McCormick de Mexico joint venture, which expenienced
a double-digit sales increase over the prior year. Also, this joint ven-
ture benefited from lower soybean oil costs and favorable foreign
currency exchange rates for 2010 compared to 2009. Soybean oil is
a main ingredient for mayonnaise, which is the leading product for
this joint venture In addition, our other smaller joint ventures expe-
rienced good growth in both sales and income in 2610.

On average, in 2009 and 2010 we owned 50% of our unconsoli-
dated joint ventures. These joint ventures had 2010 annual sales
of $538 million (at 100% of these businesses) with many products
marketed under the McCormick name. In 2010, sales by these joint
ventures increased 12% and net income increased 49%.

Our McCormick de Mexico joint venture represents over 60% of
the sales-and 75% of the net income of our unconsolidated joint
ventures.

The following table outlines the major components of the change
in diluted earnings per share from 2009 to 2010:

2009 Earnings per share—diluted $227
Increased operating income exclusive of
restructuring charges 014
Decrease in tax rate 012
Reversal of significant tax accrual 0.10
Lower restructuring charges 008
Higher income from unconsolidated operations 007
Lower Interest expense 002
Effect of higher shares outstanding (0 05)
2010 Earnings per share—diluted $275

Consumer Business

2010 2009
Net sales $1,993.0 $1.911.2
Percent growth 4.6%
Operating income, excluding
restructuring charges 402 4 397.9
Operating income margin, excluding
restructuring charges 201% 20.8%
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In our consumer business higher volume and product mix added 3.1%
to sales, favorable foreign exchange rates increased sales 1.1% and
higher pricing added 0.4% when compared to 2009.

In the Americas, consumer business sales rose 5 9%, primarily as
a result of higher volume and product mix which rose 4 1%. Foreign
exchange rates in this region increased sales 1.1% and pricing added
0.7%. Recipe Inspirations, Perfect Pinch and other new product
introductions contributed to this sales growth. We also increased
brand marketing support to build consumer awareness and trial of
these new products, as well as to support our broader line of spices
and seasonings and specialty foods. As a result, sales of gourmet
items, grilling items, extracts, Lawry’s products and Zatarain's prod-
ucts were particularly strong in 2010. Distribution gains added to
sales including new placement in a warehouse club retail channel
inthe US and new distribution of Billy Bee honey products in
Canada. In the fourth quarter of 2010, sales growth of our products
in the U.S. exceeded the increase in consumer purchases at retail by
approximately 2% We believe that customer purchases in advance
of a late 2010 price increase contributed to this difference. As a
result, we estimate that $10 million of sales may have shifted from
the first quarter of 2011 into the fourth quarter of 2010.

In Europe, the Middle East and Africa {(EMEA}, consumer business
sales declined 18% Pricing decreased 1.0%, unfavorable foreign
exchange rates reduced sales 0.5%, and unfavorable volume and
product lowered sales 0.3%. Our largest markets, the UK. and
France, achieved an increase in volume and product mix with new
products and marketing programs which supported products like
Schwartz Flavourful seasoning mixes and Vahing homemade dessert
products. This growth was offset by declines in smaller markets,
including Spain, Portugal, Italy, The Netherlands and Belgium, due
in part to poor econoemies and competitive conditions i 2010.
Consumer demand in these markets was weak and retail customers
lowered their inventory levels. In total, these smaller markets
account for about 20% of EMEA sales.

Consumer business sales in the Asia/Pacific region rose 17.2%.
Foreign exchange rates were favorable, adding 9.0% to sales.
Favorable volume and product mix grew sales 7.9% and pricing
added 0.3%. in China, we grew sales at a double-digit pace with
the introduction of new products such as Thai