
 
 

Nutrien 
Time to gather stones  
 
 Nutrien was created as a result of the merger of PotashCorp 

and Agrium. The company will be the largest global player in the potash 

market with 22.6mt KCl capacity compared to the 62-64mt estimated demand for 
2018. Nutrien will operate 7.7mt of ammonia capacity and 4.2mt of phosphate 
capacity that will bring its nutrient capacity to over 34mt per year. The fertiliser 
production may reach approximately 25mt per year in the current market 
environment. The company will operate the largest farm retail network with over 
1,500 locations globally and annual sales of over $12bn. The retail operations, 
according to estimates provided by the company, made the biggest contribution 
to the EBITDA in 3Q17 LTM (35%), while potash sales provided 31% of EBITDA, 
nitrogen sales added 26% and phosphate 8%. The company has not yet 
announced its financial guidance apart from proforma EBITDA’16 of $2.8bn and 
sales’16 of $18.1bn. Nutrien started trading on the Toronto and New York stock 
exchanges with soaring price in the first day of 3 January 2018. The market cap 
of the global largest fertilizer player exceeded $35bn in the first trading day. 

 Nutrien has an amazing track record of POT and AGU in 
delivering strong operational performance through the cycle. 
The merger started in a relatively challenging market environment when price 
suffered from oversupply in all three segments potash, phosphate and nitrogen. 
The market still has a number of new projects coming on stream in the next few 
years, in particular in phosphate and potash segments. The advantage of the new 
sector leader is in its ability to optimize production eliminating partially oversupply 
(POT has already announced production suspension on few mines starting from 
Dec 2017). The Agrium’s unique experience in developing Retail operations may 
be an essential advantage that will extend price power and stabilize price 
environment.  

 It is time for Nutrien to deliver operational synergies. The merger 

should result in $500mn annual operating synergies, according to the initial 
estimates of POT and AGU, including $250mn of synergies achievable in the first 
year after the merger completion in 2018, and $500mn per year starting from 
2019. The synergies should be primarily from distribution and retail integration, 
production and SG&A optimization, and procurement savings, according to 
Nutrien. The market will expect it to be achieved.  

 The sale of portfolio assets will generate essential cash for 
the new capital investments and for shareholders. The company 

shall divest an essential portfolio of assets to fulfill the regulatory requirements. 
The portfolio, including stakes in SQM, ICL, and others, amounted to over $6bn, 
generating essential cash in the next 18 months. 

 We initiate coverage of Nutrien with 12-month price target 
$58.0 and Hold rating. Our model includes the synergies forecast in line 

with the company’s guidance. We include a conservative fertilizer price forecast 
through 2018-2019, while production stays rather stable. The surging oil price 
may help to nitrogen and complex fertilizer prices through the year, and result in 
more optimistic price environment for 2018. We will update our model and price 
target as soon as Nurtien provides proforma results or guidance. Nutrien plans to 
release 4Q17 for POT and AGU on 5 Feb 2018, providing guidance for FY18.  
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Description:  

Nutrien is the largest global fertiliser company 
created as a result of the merger of equals of 
Agrium and PotashCorp. The company has 
34mt of nutrient capacity, operates 30 facilities 
globally and present in 14 countries. Potash 
capacity accounts for 22.6mt KCl, ammonia 
capacity 7.7mt and phosphate capacity 4.2mt.  
*as of 04/01/2018 

Important disclosures are at the end of this document. This research material is released by Hypothesis Research Ltd. 
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Figure 1. Key Nutrien financials (estimated proforma figures) 

$mn 2016 2017 2018 2019 2020 2021 

Sales 18121 20819 21501 22373 23252 23739 
Cost of sales 13341 16015 16399 16795 17270 17583 
Gross profit 4780 4803 5102 5578 5981 6156 
Gross margin 26% 23% 24% 25% 26% 26% 
EBITDA 2927 2942 3486 4109 4460 4956 
EBITDA margin 16% 14% 16% 18% 19% 21% 
Net income 932 892 1298 1813 2058 2409 
Net margin 5% 4% 6% 8% 9% 10% 
EPS 1,4 1,4 2,0 2,8 3,2 3,7 

Source: Hypothesis Research estimates 
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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. 

 

Important disclosures 


