
 
 

Fertilisers 
Sector outlook – April 2018 
 
 The fertilizer stock prices recovered in April after the March losses. 

The earnings season announcements, reported decline of China’s urea exports, 
and lower 2017/18 world grain forecast by USDA in April are supportive for the 
fertilizer stock universe. During the last month, Mosaic, SQM, and ICL were 
among best performers adding 9-12%. Weaker ruble became a positive factor for 
CIS producers benefiting from a lower cost base. Following bad weather 
conditions in 1Q18, Yara International reported weaker YoY revenues and 
EBITDA due to lower volumes and higher costs in 1Q18, while CF Industries’ 
lower volumes were overlapped by higher prices and resulted in essential 
EBITDA margin improvements. The U.S. nitrogen market seems to be more 
balanced compared to EU market in 1Q18.  Mosaic and Nurtien are reporting on 
7 May, with potential more insight revealed. 

 The food prices were 2.7% up YoY in April’18, supported by dairy 
and cereal prices. The FAO Cereal Index averaged was up 1.7% MoM and 

15.4% YoY in April 2018, supported by weather-related risks, lower planting in the 
US, and reduced production in Argentina. The FAO Dairy price index was up 
3.4% MoM and 11.2% YoY reflecting import demand for all milk products. Sugar 
index was down 4.8% MoM and 24% YoY on higher export volumes. The FAO 
Meat price index was down 0.9% MoM and 0.2% YoY, reflecting reduced pig and 
bovine prices. The FAO Vegetable oil price index was down 1.4% MoM and 4% 
YoY to declined palm oil and soy oil price. The world 2017/18 total grains 
production forecast is 2,562mt in April, down from March projections of 2,567mt.  

 The fertilizer prices still slightly higher than a month ago. The potash 

price in SEA was at $277/MT in April up from at $266/MT in March and $246/MT 
in April 2017, while it reached $300/t in Brazil in April 2018 up from $260/t a year 
ago. Earlier, Canpotex reported committed volumes for 1H2018. Phosphate 
prices were at $408-410/t in Tampa in April, and PhosAgro forecasts DAP price at 
$400-420/t through the year. Yara and CF report higher YoY expectations on 
urea and phosphate prices in 2018 as well.  
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FAO Food price index up 2.7% YoY in April 2018 

The FAO Food Price Index (FFPI), which is based on five commodity group prices for meat, dairy, 

cereals, vegetable oils, and sugar, was 0.23% higher MoM and 2.72% above its last year level in April 

2018 due to increased dairy and cereal prices. The FAO Cereal Index averaged 168.5, up 1.7% MoM 

and 15.4% YoY in April 2018, supported by weather-related risks, lower planting in the US, and 

reduced production in Argentina. The FAO Dairy price index averaged 204.1 points in April, up 3.4% 

MoM and 11.2% YoY reflecting import demand for all milk products. Sugar index was 176.6, down 

4.8% MoM and 24% below last year level as major producers such as Thailand and India expand their 

output. The FAO Meat price index was down 0.9% MoM and 0.2% YoY at 169, reflecting reduced 

pigmeat and bovine prices. The FAO Vegetable oil price index was down 1.4% MoM and 4% YoY to 

declined palm oil and soy oil prices. 

Figure 3. FAO Food price index 

 

Source: FAO 

 
 

April 2018 WASDE report 

WASDE report released in April 2018 came with the following developments:   

 The world 2017/18 total grains production forecast is 2,562mt and ending stocks are 640.5mt 

in April, changing from March projections of 2,567mt and 637.97mt respectively. The global 

wheat output forecast is 759.75mt for 2017/18 in April, up from the previous estimate of 

758.79. The global wheat ending stocks estimated at 271.2t for 2017/18. 

 The global coarse grain outlook for 2017/18 includes lower production and ending stocks. 

Corn production is forecast at 1,036.07mt in 2017/18 compared to 1,075.97mt for 2016/17. 

Global corn ending stocks are expected at 197.78mt for 2017/18 down from 199.17 in March 

estimate.  

 Global 2017/18 rice production is projected at 487.46mt, up from 486.26 in last month 

forecast. Global 2017/18 ending stocks are projected at 144.43mt, up from 2016/17 

estimated level of 137.11.   

Food producers news 
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 The global 2017/18 oilseed forecast includes lower production, and higher trade compared to 

last year level. Global oilseed production is projected at 568.8mt, up from 574.5mt in 

2016/17. The vegetable oil output is estimated at 198.2mt for 2017/18 in April compared to 

189.3mt for 2016/17. 

 The U.S. sugar output for 2017/18 is projected at 9.14mn STRV, including 5.14mn of beet 

sugar production and 4.00mn cane sugar production. Ending stocks for 2017/18 are 

projected at 1.859mn, and stocks-to-use ratio is estimated at 14.7 in April. 

 

Figure 3. World total grains forecast, mt Figure 4. World Wheat forecast, mt 

  

Source: USDA WASDE Source: USDA WASDE 

 

Figure 5. US total grains forecast, mt Figure 6. US wheat forecast, mt 

  

Source: USDA WASDE Source: USDA WASDE 

 

 

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

- The nitrogen prices were lower in April compared to March this year. The NOLA granular 

urea price was at $232 per short ton in Mar, and declined to $224/ST in April compared to 
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$213/ST in April last year. Granular urea price in Brazil was at $252/t in March 2017 and 

$243/t in April 2018.    

- Phosphate prices were flat in April. DAP Tampa price was at $408/t in April, compared to 

$409/t in March and to $360/t a year ago. MAP price in Brazil was lower MoM at $421/t in 

April versus $426/t in March and $369/t a year ago.  NOLA DAP price was at $381/ST in 

April compared to $388/ST in March and to $310/ST a year ago. Sulphur price remained flat 

at $115-116/t in April, compared to $70/t a year ago.  

- Potash prices in SEA went up to $277/MT in April from at $266/MT in March and $246/MT in 

April 2017. In Brazil, potash price reached $300/t in Apr’18 up from $260/t a year ago. 

Earlier, Canpotex reported committed volumes for 1H2018, that means only residual 

volumes availability affect the current potash pricing.  

  

Figure 7. Currencies performance versus USD Figure 8. Raw sugar - ISA daily price (c/lb) 

 
 

Source: Thomson Reuters Source: Thomson Reuters 

  

Figure 9. London Brent crude oil price index, $/bbl Figure 10. DAP, New Orleans CFR Barge, $/t 

  

Source: Thomson Reuters Source: Thomson Reuters 
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Companies’ news 
 
Yara international reported 1Q18 results 

Yara International, one of the leading European fertilizer producers, reported 6.4% YoY revenue 

increased to $2.8bn in 1Q18. The cold weather in Europe affected both energy costs and sales 

volumes, according to Yara. The weighted average gas cost increased 13.5% YoY to 5.9$/MMBtu. 

The company has seven growth projects coming on stream in 2018 that result in $30mn higher 

depreciation this year. EBITDA reached $370mn in 1Q18, down 2.9% YoY. The company said the 

ammonia market is “fundamentally oversupplied” due to capacity additions in USA, Russia and Saudi 

Arabia. Nitrogen deliveries were down by 22% YoY with exports down 26% YoY in 1Q18. They were 

affected by a late spring and cold weather. Phosphate prices are firmer than a year ago due to 

production curtailment by Mosaic in Florida and reduced exports from China. In 1Q18, the company 

delivered $275mn (using 2015 margins) of annual sustained benefits and the total program targets 

$350mn to reach in 2018. Results demonstrate Yara’s vulnerability as a European higher-cost 

supplier, whose margin is affected by volumes and prices of low-cost neighbors from CIS.   

Figure 11. Yara International 1Q18 results 

$mn 1Q18 1Q17 YoY 

Revenue and other income 2856 2683 6,4% 

Operating Income 134 181 -26,0% 

Share net income equity-accounted investees 11 9 22,2% 

EBITDA 370 381 -2,9% 

EBITDA excl. special items 377 395 -4,6% 

Net Income after non-controlling interest 116 201 -42,3% 

Basic Earnings per share 0,42 0,73 -42,5% 

ROCE (12-M rolling average) 4,10% 5,80%  

Ammonia production, kt 2127 1880 13,1% 

Fertiliser and industrial products, kt 5311 5192 2,3% 

Yara's Energy prices, $/MMBtu   

Global weighted average gas cost 5,9 5,2 13,5% 

European weighted average gas cost 7,7 6,5 18,5% 

Average prices, $/t    

Urea granular (fob Egypt) 261 265 -1,5% 

CAN (cif Germany) 245 231 6,1% 

Ammonia (fob Black Sea) 287 301 -4,7% 

DAP, fob US Gulf 403 353 14,2% 

Phosphate rock (fob Morocco) 86 96 -10,4% 

Source: Company data 

Yara and BASF open an ammonia plant in Texas 

Yara and BASF opened a $600mn ammonia plant in Freeport, Texas, USA. Yara owns 68%, and 

BASF owns 32% in the plant. The plant has a capacity of 750kt of ammonia per year. Each party will 

off-take ammonia according to their ownership share. The hydrogen-based technology allows the 

plant to forego the hydrogen production step that results in lower capex and maintenance costs. The 

plant will use hydrogen from production processes of petrochemical plants nearby, on BASF site in 

Freeport. BASF will use ammonia to produce polyamide 6, while Yara will market its share of 

ammonia to industrial customers and agricultural sector in North America.  

CF Industries reports strong 1Q18 results 

The leading global nitrogen fertilizer producer CF Industries reported 1Q18 results. The company 

reported $957mn net revenue in 1Q18 compared to $1,037mn a year ago due to lower sales volumes, 
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while gross margin rose to $190mn compared to $107mn a year ago. The company sold 4.3mt of 

production in 1Q18 compared to 4.7mt a year ago. Average selling prices were higher YoY due to 

tighter global nitrogen supply and demand balance. Net earnings reached $63mn in 1Q18 compared 

to net loss of $23mn last year. EBITDA reached $302mn in 1Q18 compared to $218mn a year ago. 

Natural gas costs amounted $3.32/MMBtu in 1Q18 compared to $3.66/MMBtu a year ago. The 

company reported the completion of the purchase of all publicly traded common units of Terra 

Nitrogen Company for $388mn on 2 April 2018.   

The company expects global urea prices to remain above 2017 level. The price of natural gas 

increased 32% YoY in March 2018 while anthracite coal prices in China stay higher 52% YoY. 

Chinese urea exports were 77% lower than a year ago through March 2018. Chinese urea exports is 

expected to remain lower YoY in 2018. CF said its long-term target gross debt is $4-4.5bn. The debt 

of the company amounted $4.7bn as of end March 2018. The US nitrogen market became more 

balanced, if we compare CF and Yara results that is a positive development for the US company.  

Figure 11. CF Industries 1Q18 results 

$mn 1Q18 1Q17 YoY 

Net sales 957 1037 -8% 

Cost of sales 767 930 -18% 

Gross margin 190 107 78% 

Operating earnings 161 58 178% 

EBITDA 302 218 39% 

EBITDA margin 32% 21%  

Net earnings attributable to common stockholders 63 -23  

Net margin 7% -2%  

Sales volumes, kt 4303 4745 -9% 

Cost of natural gas in cost of sales, $/MMBtu 3,32 3,66 -9% 

Source: Company data 

 

PhosAgro reported 18.5% YoY output increase in 1Q18 

The Russian phosphate and complex fertilizer producer PhosAgro reported 18.5% fertilizer production 

growth to 2.3mt in 1Q18. The phosphate-based fertilizer production increased by 11.7% YoY to 

1.76mt while the output of nitrogen-based fertilisers is up 46.6% YoY to 561kt. The company 

increased the output of NPKs by 20%, DAP output by 20% YoY, and ammonia output by 80% YoY 

following the launch of new ammonia facility in July 2017.  The company increased the fertilizer sales 

volumes by 20.5% YoY to 2.4mt in 1Q18. The major driver of nitrogen-based output growth is the 

launch of new granulated urea facility in August 2017. The company confirmed the guidance at 9mt 

production of finished products in 2018. The weaker ruble in 2Q18 is another factor apart from higher 

volumes that may contribute to a positive PhosAgro result. 

Figure 11. PhosAgro 1Q18 production results, kt 

 1Q18 1Q17 YoY 

PhosAgro production volumes    
Phosphate-based and MCP 1757,2 1573,6 11,7% 

Incl. DAP/MAP 798,1 751,9 6,1% 

Nitrogen-based 560,8 382,6 46,6% 

Incl. Urea 417,3 252,8 65,1% 

Total fertilisers 2318 1956,2 18,5% 

Phosphate rock and nepheline 2789,7 2502,3 11,5% 

Other products 42,9 28,8 49,0% 

Sales volumes    
Phosphate-based and MCP 1753 1533,2 14,3% 

Nitrogen-based 62 460,5 -86,5% 

Total fertilisers 2405 1996,5 20,5% 

Phosphate rock and nepheline 956 910,6 5,0% 

Other products 56 36 55,6% 

Source: Company data 
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Sector performance 
 
The fertilizer sector was recovering after the March losses with major producers’ stock prices added 

0.5-12% during the last month. The new earnings season and supportive China export statistics are 

promising for the fertilizer universe. During the last month, Mosaic, SQM, and ICL were among best 

performers adding 9-12% in its market capitalization. Weaker ruble became a positive factor for CIS 

producers PhosAgro and Acron, which benefited from a lower cost base. At the same time, higher oil 

prices are supportive for nitrogen prices even during a low season. We believe the reporting during 

the current earning season, soft commodities and fertiliser price environments to be supportive for the 

fertilizer stocks in a coming month.  

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

 

Source: ThomsonReuters 

 

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            
10 410    

           
13 556    

               
17,3    

               
14,2    

               
10,6    

                  
7,9    

                  
7,1    

                  
6,3    

                  
1,5    

                  
1,5    

                  
1,4    

CF Industries              
9 117    

           
15 945    

               
39,1    

               
23,4    

               
18,1    

               
11,7    

               
10,1    

                  
9,4    

                  
3,7    

                  
3,4    

                  
3,3    

Intrepid Potash Inc                 
570    

                
632    

               
42,0    

               
32,4    

               
36,3    

               
11,9    

               
11,9    

               
11,0    

                  
3,6    

                  
3,5    

                  
3,6    

Archer Daniels Midland            
24 845    

           
33 098    

               
14,0    

               
13,3    

               
12,3    

               
10,0    

                  
9,7    

                  
9,5    

                  
0,5    

                  
0,5    

                  
0,5    

K&S AG              
5 553    

             
8 922    

               
18,8    

               
14,1    

               
11,1    

                  
9,2    

                  
8,1    

                  
7,0    

                  
1,8    

                  
1,8    

                  
1,7    

Yara International            
11 514    

           
14 936    

               
18,3    

               
12,4    

               
10,2    

                  
8,8    

                  
6,9    

                  
5,8    

                  
1,2    

                  
1,1    

                  
1,0    

ICL Israel Chemicals              
5 807    

             
8 950    

               
13,3    

               
11,1    

               
10,6    

                  
7,6    

                  
7,1    

                  
7,3    

                  
1,6    

                  
1,6    

                  
1,6    

SQM            
14 237    

           
14 589    

               
30,8    

               
25,8    

               
20,6    

               
15,7    

               
13,2    

               
10,8    

                  
6,4    

                  
5,4    

                  
4,8    

PhosAgro              
5 090    

             
7 052    

                  
9,0    

                  
9,6    

                  
8,3    

                  
6,4    

                  
6,5    

                  
5,8    

                  
2,1    

                  
2,0    

                  
1,9    

Nutrien            
29 258    

                
20,5    

               
16,1    

               
13,7    

 Na   Na  Na   Na  Na  Na  

Source: Thomson Reuters, as of 3 May 2018 
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Analysts certification and disclaimer 
 
This report has been prepared and issued by Hypothesis Research Limited (“Hypothesis”) in 
accordance with Hypothesis policies for managing conflicts of interest arising as a result of publication 
and distribution of investment research. Hypothesis is authorised and regulated by the Financial 
Conduct Authority (“FCA”). This report has been prepared by the analyst whose name appears on the 
front page of this report. 
The information contained within the report is intended for use by professional clients and eligible 
counterparties as defined in section 3 of the FCA Conduct of Business rules. Our research must not 
be acted on or relied upon by persons in the UK who would be categorised as retail clients. 
The report must not be distributed in any other jurisdictions where its distribution may be restricted by 
law. Persons into whose possession this report comes into should inform themselves about, and 
observe, any such restrictions. 
All information used in the publication of this report has been compiled from publicly available sources 
that are believed to be reliable, however we do not guarantee the accuracy or completeness of this 
report. Opinions contained in this report represent those of Hypothesis and the analyst at the time of 
publication.  
Hypothesis does not offer or provide personalised advice. The information provided is not intended to 
be, and should not be construed in any manner whatsoever as, personalised advice as it does not 
have regard to the specific investment objectives, financial situation and particular needs of any 
specific person who may receive this report. The information provided by us should not be construed 
by any subscriber or prospective subscriber as Hypothesis’ solicitation or inducement to buy, sell, 
subscribe, or underwrite any securities mentioned in this report. Investors should make their own 
investment decisions based upon their own financial objective and resources. 
Hypothesis has a restrictive policy relating to personal dealing. Hypothesis, its respective directors, 
officers, employees and contractors do not hold any positions in the securities mentioned in this 
report. Hypothesis may perform services or solicit business from any of the companies mentioned in 
this report.  
The value of securities mentioned in this report can fall as well as rise and may be subject to large 
and sudden swings. In addition, it may be difficult or not possible to buy, sell or obtain accurate 
information about the value of securities mentioned in this report. Past performance is not necessarily 
a guide to future performance. Forward-looking information or statements in this report contain 
information that is based on assumptions, forecasts of future results, estimates of amounts not yet 
determinable, and therefore involve known and unknown risks, uncertainties and other factors which 
may cause the actual results, performance or achievements of their subject matter to be materially 
different from current expectations.  
To the maximum extent permitted by law, Hypothesis, its affiliates and contractors, and their 
respective directors, officers and employees will not be liable for any loss or damage arising as a 
result of reliance being placed on any of the information contained in this report and do not guarantee 
the returns on investments in the products discussed in this publication. 

Please find further information and disclaimer on http://www.hypothesisresearch.co.uk/disclaimer. 
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