
 
 

Fertilisers 
Sector outlook – October 2018 
 
 The earnings season proved favorable expectations for the second 

half of the year. The positive price environment in 3Q18 and tight 

demand/supply in the nitrogen segment resulted in good operating and financial 
figures of fertilizer majors. Nutrien reported the retail EBITDA increase of 10% 
YoY in 3Q18, potash EBITDA increase of 64% YoY, and nitrogen sector EBITDA 
increase of more than twice YoY in 3Q18. However, the company’s $1.8bn 
impairment due to closure of a New Brunswick potash facility resulted $1.1bn net 
loss in 3Q18.  Mosaic reported strong operating cash flow, driven by sales 
increase to $2.9bn in 3Q18 from $2.0bn in 3Q17 due to the integration of Mosaic 
Fertiliantes. The Mosaic’s adjusted EBITDA was $1.4bn, up 71% YoY in 9M18.  
Yara reported net income after non-controlling interests of $98mn ($158mn 
adjusted for foreign currency translation) in 3Q18 compared to $90mn ($112mn) 
in 3Q17. Yara’s 16% improvement in EBITDA was due to higher sales prices, 
which offset the energy cost growth.  ICL reported net income of $134mn in 3Q18 
compared to $115mn a year ago and announced a 3-year contract signed with 
Chinese customers for 3mt of potash delivery. Producers increased their FY2018 
financial guidance. 

 The cereal and sugar prices supported the FAO price index.  The 

FAO Food Price Index was 0.85% down MoM and 7.42% down YoY in October 
2018 due to lower dairy, vegetable, meat prices, which offset an increase in sugar 
and cereal prices. The surging FAO Cereal Index was up 1.4% MoM and up 
8.84% YoY in October 2018, on firm maize quotations in the U.S. and strong 
exports globally. However, the Dairy price index was down 4.82% MoM and 
15.36% YoY, Meat price index was down 2.06% MoM and down 6.43% YoY, 
Vegetable oil price index was down 1.48% MoM and down 21.82% YoY in 
October 2018. The FAO Sugar index was up 8.67% MoM, reflecting negative 
production prospects in India and Indonesia. The global corn supply and demand 
has tightened and the U.S. corn stocks-to-use is lowest since 2013/14. 

 Producers expect favorable price environment through 2019, 
however, seasonal weakness expected in Nov-Dec 2018. The tight 

nitrogen market demand/supply and higher energy costs in Europe support prices 
of nitrogen fertilisers, while Chinese urea supply is expected modest. The firm 
sulphur and ammonia quotations are good for the phosphate segment. At the 
same time, PhosAgro noticed phosphate price correction explained by the 
seasonal market weakness in Nov-Dec. Nutrien considers the decline in the value 
of the Indian rupee is a source of phosphate demand risk in 2019. Potash market 
remains robust, with 20-30% YoY higher spot prices achieved in 3Q18 and 
contracts in India and China negotiated $50-60/t above the previous year levels.  
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FAO Food price index fell 7.42% YoY in October 2018 

The FAO Food Price Index (FFPI), which includes five commodity group prices for meat, 

dairy, cereals, vegetable oils, and sugar, was 0.85% down MoM and 7.42% down YoY in 

October 2018 due to lower dairy, vegetable, meat prices, which offset an increase in sugar 

and cereal prices. FFPI achieved the new low level since July 2016. The surging FAO 

Cereal Index was at 166.3 level, up 1.4% MoM and up 8.84% YoY in October 2018, on firm 

maize quotations in the U.S. and strong exports globally. The FAO Dairy price index 

averaged 181.8 points in October, down 4.82% MoM and 15.36% YoY on higher exports of 

products, in particular, from New Zealand. The FAO Sugar index was 175.4, up 8.67% 

MoM, and still staying 13.81% below last year level, reflecting negative production 

prospects in India and Indonesia as a result of climate-related events. The FAO Meat price 

index was down 2.06% MoM and 6.43% lower YoY at 161.6, reflecting lower prices for all 

meat components, in particular lower bovine meat prices. The FAO Vegetable oil price 

index was 132.9, down 1.48% MoM and down 21.82% YoY to the lowest level since 2009 

on the back of lower palm oil prices. 

Figure 3. FAO Food price index 

 

Source: FAO 

 

November 2018 WASDE report 

WASDE report released on 8 November 2018 came with the following developments:   

 The world 2018/19 total grains production forecast is 2,597.5mt and ending stocks 

are 763.91mt in November 2018, an essential increase from projected in October 

ending stocks of 591.31mt. The global wheat output forecast is 733.51mt for 

2018/19 in November versus 730.92mt in October. The global wheat ending stocks 

estimated at 266.71mt for 2018/19 compared to 279mt for 2017/18. In November 

projections of total grain output, total supply and ending stocks came higher 

compared to October forecast. 

 The global coarse grain outlook for 2018/19 included higher YoY production and 

ending stocks. Corn production is forecast at 1,098.95mt in 2018/19. Global corn 

ending stocks for 2018/19 are expected at 307.51mt in November versus 159.35mt 

in October projections.  

Food producers news 
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 Global 2018/19 rice production is projected at 490.7mt in November, up from 

October projections of 487.76mt. Global 2018/19 rice ending stocks are projected 

at 163.02mt in November, up from 145.21mt in October.   

 The global 2018/19 oilseed forecast includes higher output and ending stocks 

compared to last year level. Global oilseed production is projected at 599.6mt in 

November, down from 604mt in October and compared to 574.2mt in 2017/18. 

 The U.S. sugar output for 2018/19 is projected at 9.015mn STRV, including 

4.974mn of beet sugar production and 4.041mn cane sugar production. Ending 

stocks for 2018/19 are projected at 1.404mn, and the stocks-to-use ratio is 

estimated at 11.3 in November compared to 12.7 in October and 13.5 in 

September. 

 

Figure 4. World total grains forecast, mt Figure 5. World Wheat forecast, mt 

 
 

Source: USDA WASDE Source: USDA WASDE 

 

Figure 6. US total grains forecast, mt Figure 7. US wheat forecast, mt 

  

Source: USDA WASDE Source: USDA WASDE 
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Fertiliser prices’ drivers 
 
The fertiliser and crop price developments over the last month are the following: 

- The nitrogen prices were weaker compared to the previous month. The granular 

urea price in NOLA was slightly lower MoM at $300/ST (ST is for short tons, t is for 

metric tons) compared to $306-316/ST a month ago, but remain well above 

$248/ST level a year ago. Ammonia prices remained flat at $355/t at Tampa in 

October.    

- The DAP Tampa price moved to $428/t by the end of October from $435/t a month 

ago, staying above $349/t a year ago. The MAP price was at $428/ST (down from 

$431/ST a month ago) in NOLA and at $454/t ($458/t) in Brazil. Phosphate rock 

price remained flat at $91/t In October, while sulphur price moved up during the 

month from $121/t to $140/t. DAP processing margin went down to $257/t in 

October from $270/t in September.  

- Potash price was up to $291/ST at the end of October from $270/ST a month ago 

in NOLA, and $360/t in Brazil (up from $357/t).  

   

Figure 8. Currencies performance versus USD Figure 9. Raw sugar - ISA daily price (c/lb) 

  

Source: Thomson Reuters Source: Thomson Reuters 

  

Figure 10. London Brent crude weekly oil price index, $/bbl Figure 11. DAP, New Orleans CFR Barge, $/t 

  

Source: Thomson Reuters Source: Thomson Reuters 
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Companies’ news 
 
Nutrien reports 3Q18 earnings 

Nutrien reported $1.1bn net loss from continuing operations in 3Q18 or $1.74 loss per 

share. The company announced that it permanently closes its New Brunswick potash 

facility, which was on maintenance since 2016, and reported a New Brunswick potash 

facility non-cash impairment of $1.8bn in 3Q18. The adjusted net earnings were $0.47 per 

share and adjusted EBITDA was $839mn, which exclude a New Brunswick impairment and 

gain on adjustment of pension and other post-retirement benefit plans of $151mn. 

Figure 12. Nutrien 3Q18 results (3Q17 and 9M17 results are related to PotashCorp) 

$mn 3Q18 3Q17 9M18 9M17 

Sales 4034 1234 15874 3466 

Freight, transportation and distribution -253 -172 -675 -421 

Cost of goods sold -2626 -829 -11066 -2279 

Gross Margin 1155 233 4133 766 

Gross margin 29% 19% 26% 22% 

(Loss) Earnings before Finance Costs and 
Income Taxes 

-1359 100 -132 424 

(Loss) Earnings before Income Taxes -1501 40 -526 244 

Income tax recovery (expense)  434 -24 199 30 

Net (Loss) Earnings from Continuing 
Operations 

-1067 16 -327 274 

Net earnings from discontinued operations  23 37 698 129 

Net (Loss) Earnings  -1044 53 371 403 

Net margin -26% 4% 2% 12% 

Adjusted EBITDA 839 474 3012 2364 

Adj EBITDA margin 21% 38% 19% 68% 

Sales volumes, 000 t     

Crop Nutrients Sales  1490 1243 8699 7982 

Potash Sales  3858 3311 10162 9201 

Nitrogen Sales  2459 2279 7824 7483 

Source: Company data 

Nutrient reported $401mn in annual run-rate synergies as of 30 September 2018 and plans 

to achieve $500mn annual synergy target by the end of 2018. It also raised the 2018 target 

to $600mn in run-rate synergies.  

The company reported $4,034mn sales in 3Q18 and $15,874mn in 9M18. Retail EBITDA 

increased 10% YoY in 3Q18 due to higher fertilizer demand and acquisitions which 

generated a new business in the reporting period. Potash EBITDA increased 64% YoY in 

3Q18 due to higher net selling prices and high sales volumes, as well as lower cash cost. 

Nitrogen sector EBITA increased more than twice YoY as a result of higher nitrogen prices, 

increased sales volumes and lower cash costs.  

Nutrien closed the sale of its stake in APC for $502mn and expects the sale of SQM series 

A shares to Tianqi Lithium Corporation by the end of 2018. 

The company stated that the solid crop economics, combined with favorable planting 

conditions has supported the increase in Brazilian soybean area by 3-5% and an increase 

in corn area by 5%. The U.S. corn prices were flat YoY, however, the global corn supply 

and demand has tightened and the U.S. corn stocks-to-use is lowest since 2013/14. 

Chinese corn ending stocks are projected 20% below 10-year average. 
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The price situation remains favorable. Potash prices in major spot markets are 20-30% 

above 3Q17 level, while contracts with India and China were negotiated with $50-60/t price 

increase. The global potash shipments are estimated at 66-67mt. Inventories in major 

markets remain tight, according to Nutrien. 

In the nitrogen segment, tight supply and growing demand, as well as higher European 

natural gas prices provided support for fertiliser prices. The demand for nitrogen products in 

2019 may account for higher corn planting area, and stable China urea supply outlook.  

The strong prices for phosphate raw materials, including Sulphur and ammonia, and 

delayed ramp-ups of new projects, supported phosphate prices. Nutrien considers the 

decline in the value of the Indian rupee is a source of demand risk in 2019.  

Nutrien raised 2018 annual guidance, including potash sales volumes to 12.5-13mt, and 

increase in potash EBITDA to $1.5bn, nitrogen EBITDA to $1.25bn, and phosphate EBITDA 

to $0.25bn. The full year 2018 EBITDA guidance increased to $3.85-4.05bn (from $3.7-

4.0bn before). 

Nutrien announced $0.43 per share quarterly dividend payable on 17 January 2019 to a 

shareholder of record on 31 December 2018. The dividend represents a 7.5% increase 

versus the previous period.  

Mosaic reports 3Q18 results: strong margin and acquisition drive the earnings 

The Mosaic Company reported $247mn net earnings and adjusted EBITDA of $606mn in 

3Q18. Net sales were $2.9bn in 3Q18 compared to $2.0bn in 3Q17, driven primarily by the 

integration of Vale Fertilizantes (now Mosaic Fertiliantes). The net earnings reached 

$358mn and adjusted EBITDA $1.4bn, up 71% YoY in 9M18. The growth of net earnings 

and adjusted EBITDA was due to higher operating results and consolidation of Mosaic 

Fertilizantes. The operating cash flow reached $524mn in 3Q18 compared to $136mn in 

3Q17. The capex reached $241mn in 3Q18.  

The company increases the FY2018 adjusted EBITDA guidance to $1.90-2.00bn, up from 

$1.80-1.95bn, and full-year adjusted EPS guidance to $1.80-2.00 from $1.45-1.80 per 

share. The company also raised the FY2018 synergy target to $140-160mn. The integration 

of Mosaic Fertilizantes brought already $128mn in gross realized synergies YtD. The debt 

repayment reached $700 mn, including $400 mn in 3Q18, well ahead of the target in 2020. 

The long-term debt was $4.6bn as of 30 September 2018. 

Figure 13. 3Q18 Mosaic results 

$mn 3Q18 3Q17 Change, 
YoY 

Net sales 2928,1 1984,8 48% 

Cost of goods sold 2432,6 1744 39% 

Gross margin 495,5 240,8 106% 

SG&A 78,5 66,1 19% 

Other operating expenses 23,7 -39,2 -160% 

Operating earnings 393,3 213,9 84% 

Earnings from consolidated companies 252 2219,8 -89% 

Net earnings (loss) attributable to Mosaic 247,5 227,5 9% 

Phosphate sales, mt 2,2 2,1 5% 

Phosphates gross margin per tonne 80,0 32,0 150% 

Potash sales 2,4 2,2 9% 

Potash gross margin per tonne 66 44 50% 

Mosaic Fertilizantes sales 3,6 2,2 64% 

Mosaic Fertilizantes gross margin per 
tonne 

42 24 75% 

Source: Company data 
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Mosaic expects potash sales 2.2-2.5mt, phosphate sales 1.7-2.0mt, Mosaic Fertilizantes 

sales 1.9-2.2mt in 4Q18. The company expects to deliver the adjusted gross margin of $80-

90/t in potash, $65-75/t in phosphates, $35-45/t in Mosaic Fertilizantes in 4Q18.  

 

Yara International reports 3Q18 results 

Yara reported net income after non-controlling interests of $98mn in 3Q18 compared to 

$90mn in 3Q17. The result was $158mn excluding net foreign currency translation gain/loss 

compared to $112mn a year ago. The 16% improvement in EBITDA was due to higher 

sales prices, which offset the energy cost growth. Yara reported that the global urea 

balance outside China returned to a deficit for the 3Q18 driven by stronger demand. The 

continuing tenders in India, Pakistan, Bangladesh, and Ethiopia lifted global urea demand. 

Chinese production rates remained at or below its level last year, resulting in limited 

availability for the export market. Ammonia prices fob Black Sea were on average $303/t in 

3Q18 compared to $198/t a year ago. Higher natural gas prices have increased the cost 

floor of European producers and supported the nitrogen price level. The nitrogen deliveries 

in Western Europe were down 2% YoY in 3Q18, and imports down 10% YoY. The fertilizer 

deliveries were up 12% YoY in Brazil in 3Q18. The urea production in China is estimated to 

be 6% below YoY as coal and natural gas based production remains curtailed. Yara 

reported $427mn in 3Q18 compared to $303mn a year ago, driven by the price growth and 

currency translation. The Yara Improvement Program has delivered $330mn of annual 

sustained benefits, up from $310mn reported at the end of 2Q18. The total program targets 

$350mn by the end of 2018.  

Figure 14. Yara International 3Q18 key figures 

$mn 3Q18 3Q17 YoY 

Revenue and other income 3547 3021 17,4% 

Operating Income 153 88 73,9% 

Share net income equity-accounted investees 26 -1 -2700,0% 

EBITDA 427 303 40,9% 

EBITDA excl. special items 402 347 15,9% 

Net Income after non-controlling interest 98 90 8,9% 

Basic Earnings per share 0,36 0,33 9,1% 

ROCE (12-M rolling average) 5,80% 3,00% 93,3% 

Ammonia production, kt 2022 1803 12,1% 

Fertiliser and industrial products, kt 5583 5143 8,6% 

Yara's Energy prices, $/MMBtu  

Global weighted average gas cost 6,3 4,6 37,0% 

European weighted average gas cost 8,2 5,7 43,9% 

Average prices, $/t   

Urea granular (fob Egypt) 293 234 25,2% 

CAN (cif Germany) 241 205 17,6% 

Ammonia (fob Black Sea) 303 198 53,0% 

DAP, fob US Gulf 432 340 27,1% 

Phosphate rock (fob Morocco) 92 87 5,7% 

Source: Company data 

ICL reports 3Q18 results, signs agreement with Chinese customers  

ICL has signed a framework agreement for the sale of potash to customers in China. ICL 

will supply 3mt of potash with additional options for 0.5mt for the next 3 years.  
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ICL reported net income of $134mn in 3Q18 compared to $115mn a year ago. Sales fell to 

$1.37bn from $1.44bn a year ago. However, excluding divestments sales were up 7% YoY 

in 3Q18. The company’s higher average realized prices compensated the negative impact 

from raw materials costs growth. The quarterly dividend is up 20% YoY to $0.051 in 3Q18.   

 

UralChem plans to bid on Zimbabwean producer 

The Russian NPK producer UralChem, the owner of Uralkali controlling stake, plans to take 

part in the privatization of Zimbabwean producer Chemplex that produces phosphorus 

fertilizers. UralChem plans to establish a hub in Zimbabwe to sell fertilizers to seven 

neighboring countries.  

PhosAgro reported 9% YoY fertilizer output growth 

PhosAgro, the Russian phosphate and NPK producer, reported 2% MoM and 9% YoY 

fertilizer production growth to 2.1mt. The production is up 10% to 6.7mt in 9M18. The 

company confirmed the FY2018 production guidance at 9mt. The company also notices the 

first signs of liquidity cooling and a certain price slowdown prior to a low season in 

November-December.  

 

 

 

 

 

 

Sector performance 
 
The fertilizer stocks were in a correction mood over the last month, with few exceptions. 

Mosaic was up 7.6% over a month on the back of strong operating and financial results and 

higher forecasts for FY18 and FY19. Nutrien, which reported a non-cash impairment of 

$1.8bn due to a New Brunswick permanent closure, lost 1.8% of market capitalization over 

a month. The weaker share price performance is partially explained by the weakening of 

phosphate and nitrogen prices prior to a lower season in November-December.  

Figure 15. Relative price performance of fertilizer stocks (in traded currency) 

 

Source: ThomsonReuters 
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Figure 16. Consensus-based multiples for agrochemical producers  
Company Name MktCap, $ 

mn 
EV, $mn P/E 

Fwd 
1Y 

P/E Fwd 
2Y 

P/E 
Fwd 
3Y 

EV/ 
EBITDA 
1Y fwd 

EV/ 
EBITDA 
2Y fwd 

EV/ 
EBITDA 

3 fwd 

EV/ 
Sales 1y 

fwd 

EV/ 
Sales 
2y fwd 

EV/ 
Sales 3y 

fwd 

Mosaic 13 738 17 940 18,7 14,5 13,6 9,1 8,1 7,8 1,9 1,8 1,8 

CF Industries 11 918 18 320 31,7 17,8 14,3 11,9 9,4 8,8 4,0 3,6 3,5 

Intrepid 
Potash  

543 565 61,0 25,9 28,8 12,6 9,7 9,9 3,7 3,3 3,2 

Archer Daniels 
Midland  

26 492 33 319 13,3 12,9 12,4 9,4 9,0 9,1 0,5 0,5 0,5 

Compass 
Minerals  

1 791 3 096 23,0 15,0 12,0 10,7 8,4 7,8 2,0 1,9 1,8 

Westlake 
Chemical  

10 252 12 920 9,3 9,4 7,8 5,8 5,9 5,2 1,5 1,4 1,3 

K&S  3 847 6 946 36,6 11,6 9,3 10,0 6,7 6,0 1,5 1,4 1,4 

Yara 
International  

12 453 16 036 27,8 14,7 11,2 10,6 7,5 6,4 1,2 1,1 1,1 

ICL Israel 
Chemicals  

8 046 10 385 15,9 15,6 14,5 8,7 8,7 8,2 1,9 1,8 1,7 

Sociedad 
Quimica y 
Minera de 
Chile  

12 155 12 632 25,1 20,1 16,9 13,1 10,8 9,2 5,3 4,6 4,0 

PhosAgro  4 965 6 798 7,7 7,2 7,1 6,1 5,8 5,6 2,0 1,9 1,8 

Nutrien 34 849 46 313 21,2 16,1 14,1 11,7 9,7 9,2 2,4 2,3 2,1 

Source: Thomson Reuters, as of 7 Nov 2018 
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the returns on investments in the products discussed in this publication. 
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