
Fertilizers and Agricultural Chemicals Stocks -
Sep 30, 2023

Fertilizers and Agricultural Chemicals Stocks - Sep 30, 2023 1
The Mosaic Company (NYSE: MOS) 2
CF Industries Holdings, Inc. (NYSE: CF) 11
Corteva, Inc (NYSE: CTVA) 14
Nutrien Ltd (NYSE: NTR) 17
Yara International (YARIY) 21
FMC Corporation (NYSE: FMC) 23
ICL Group (NYSE: ICL) 25
OCI N.V (OCINF) 26
K+S Aktiengesellschaft (KPLUF) 30
Scotts Miracle-Gro Co (NYSE: SMG) 32
Conclusion 36

A few weeks ago, I had a quick look at The Mosaic Company, and it looked interesting, and I
decided to do further research on it.

It is important to also look at the competitors since if we are making an investment, we want to
invest where the risk-reward asymmetry is the largest.



The sub-industry has done pretty well in 2022 with the war in Ukraine, but since then, growth
has slowed down.

The Mosaic Company (NYSE: MOS)
https://s1.q4cdn.com/823038994/files/Mosaic_2023-Annual-Meeting-Presentation.pdf

https://s1.q4cdn.com/823038994/files/Mosaic_2023-Annual-Meeting-Presentation.pdf


As mentioned above, the industry had a great 2022.



But revenues and profits are slowly going down.

We can note that MOS has 3 types of products and are also making their balance sheet better.

It is a cyclical industry and let’s try to figure out where we are in the cycle.







Considering recent high inflation, I will say that we are quite low in the cycle.

https://s1.q4cdn.com/823038994/files/doc_financials/2023/q2/Q2-23-Earnings-Presentation-Fin
al.pdf

Things are already not looking so good for MOS and one segment is even losing money.

Prices for food products are still quite high which might lead to higher demand for fertilizers.

https://s1.q4cdn.com/823038994/files/doc_financials/2023/q2/Q2-23-Earnings-Presentation-Final.pdf
https://s1.q4cdn.com/823038994/files/doc_financials/2023/q2/Q2-23-Earnings-Presentation-Final.pdf


https://s1.q4cdn.com/823038994/files/doc_financials/2022/ar/mos-2022-annual-report-finalweb.
pdf

The business of MOS is clearer now. They focus on Phosphates and Potash and the fertilzantes
business is just the brazilian operations which goes a little beyond mining only.

They have a good balance sheet as far as debt is concerned.

https://s1.q4cdn.com/823038994/files/doc_financials/2022/ar/mos-2022-annual-report-finalweb.pdf
https://s1.q4cdn.com/823038994/files/doc_financials/2022/ar/mos-2022-annual-report-finalweb.pdf


We need to consider these cash outflows, however, as they are not for shareholders.



Let’s do a rough calculation of average owner’s earnings in the last 5 years.

We assume $100 million a year in the accretion expense.

Let’s assume maintenance capex of about $5 billion in the last years.

The owner’s earnings generated in the past 5 years is about $4.581 billion or $916 million a
year.

The total revenues generated were $58.6 billion.



This gives us a profit margin of 7.8%.

Let’s calculate the average Invested capital for the past 5 years by adding debt and leases to
the equity.

Average IC was $14.2 billion and the average ROIC was 6.4%

We can already see that the industry is capital intensive and we will need a big margin of safety.

A rough calculation of intrinsic value will be as follows:

Discount $916 million at 5.5% then add then remove the net debt of $3.2 billion.

We have a figure of about $13.4 billion.

CF Industries Holdings, Inc. (NYSE: CF)

CF is focused on Hydrogen and Nitrates and the uses of Hydrogen goes beyond fertilizers.



Here we will need to focus on Urea prices and ammonia prices.



We can already note lower capital expenditures compared to MOS. It is because no mining is
involved with Urea and Ammonia but rather chemical synthesis.



Which leads to higher margins.

https://d18rn0p25nwr6d.cloudfront.net/CIK-0001324404/278f6984-ff80-46ca-aeae-81d7cd08b79
a.pdf

This could be huge for the long-term but for the time being, we should not really take it into
consideration when calculating the IV of the company.

They are a pretty diversified company.

Total OE in the past 5 years were $8.759 billion or $1.751 billion a year.

Margin of 28.4%

ROIC = 24.0%

IV = $31.836 B

It is not fair comparing apples with oranges but CF is already looking much better than MOS.

Corteva, Inc (NYSE: CTVA)

https://d18rn0p25nwr6d.cloudfront.net/CIK-0001324404/278f6984-ff80-46ca-aeae-81d7cd08b79a.pdf
https://d18rn0p25nwr6d.cloudfront.net/CIK-0001324404/278f6984-ff80-46ca-aeae-81d7cd08b79a.pdf


Corteva is different from the two previous companies we looked at since it is a provider of
agricultural products such as seeds and seed protections and more in the same category as
Bayer (Monsanto).

It is not really what we are looking for but nevertheless, let’s have a look at it.





The cash flows seems more unpredictable.

Let’s not waste our time further on this one.

Nutrien Ltd (NYSE: NTR)

https://nutrien-prod-asset.s3.us-east-2.amazonaws.com/s3fs-public/uploads/2023-08/Nutrien%2
0Q2%202023%20Presentation%20Final.pdf

This one has the most diversified business.

They not only mine P and K, synthesize N, but also sell end-products.

They are the world’s largest K producer

https://nutrien-prod-asset.s3.us-east-2.amazonaws.com/s3fs-public/uploads/2023-08/Nutrien%20Q2%202023%20Presentation%20Final.pdf
https://nutrien-prod-asset.s3.us-east-2.amazonaws.com/s3fs-public/uploads/2023-08/Nutrien%20Q2%202023%20Presentation%20Final.pdf




The company presentation gives us some very useful information that will make our analysis of
all the other companies better.



The war in Ukraine is certainly going to keep supply in the West low.

https://nutrien-prod-asset.s3.us-east-2.amazonaws.com/s3fs-public/uploads/2023-03/2022%20
Nutrien%20Annual%20Enhanced%20Report.pdf

https://nutrien-prod-asset.s3.us-east-2.amazonaws.com/s3fs-public/uploads/2023-03/2022%20Nutrien%20Annual%20Enhanced%20Report.pdf
https://nutrien-prod-asset.s3.us-east-2.amazonaws.com/s3fs-public/uploads/2023-03/2022%20Nutrien%20Annual%20Enhanced%20Report.pdf


OE of about $11.976 billion or $2.395 billion a year.

It may seem to be more efficient than MOS but that’s because of the N business. However, it
has a horrible balance sheet and is overvalued.

Yara International (YARIY)

https://www.yara.com/siteassets/investors/057-reports-and-presentations/capital-markets-day/2
023/yara-capital-markets-day-presentation-2023.pdf

https://www.yara.com/siteassets/investors/057-reports-and-presentations/capital-markets-day/2023/yara-capital-markets-day-presentation-2023.pdf
https://www.yara.com/siteassets/investors/057-reports-and-presentations/capital-markets-day/2023/yara-capital-markets-day-presentation-2023.pdf


The company seems to have become more profitable since 2020 and it has little to do with only
the higher prices.

Yara is focused on the production of Ammonia.

https://www.yara.com/siteassets/investors/057-reports-and-presentations/quarterly-reports/2023
/2q-2023/yara-2q-2023-presentation.pdf/

FCF was lower in 2018 because of huge investments. These investments are now paying off.

https://www.yara.com/siteassets/investors/057-reports-and-presentations/annual-reports/2022/y
ara-integrated-report-2022.pdf/

https://www.yara.com/siteassets/investors/057-reports-and-presentations/quarterly-reports/2023/2q-2023/yara-2q-2023-presentation.pdf/
https://www.yara.com/siteassets/investors/057-reports-and-presentations/quarterly-reports/2023/2q-2023/yara-2q-2023-presentation.pdf/
https://www.yara.com/siteassets/investors/057-reports-and-presentations/annual-reports/2022/yara-integrated-report-2022.pdf/
https://www.yara.com/siteassets/investors/057-reports-and-presentations/annual-reports/2022/yara-integrated-report-2022.pdf/


We will calculate our own ROIC but the average is lower than that of CF.

And we can already see that the balance sheet is not as good as that of CF.

OE in last 5 years = $4.607 B or $921 M a year

Margin = 5.91%

ROIC = 4.93%

FMC Corporation (NYSE: FMC)

https://s21.q4cdn.com/968238644/files/doc_financials/2023/q2/2Q23-Earnings-Slides-Final.pdf

https://s21.q4cdn.com/968238644/files/doc_financials/2023/q2/2Q23-Earnings-Slides-Final.pdf


https://d18rn0p25nwr6d.cloudfront.net/CIK-0000037785/f6c7eed5-6a8f-477c-bcf2-50bc1955a31
d.pdf

They are in crop protection and not really what we are looking for.

Let’s just have a quick look at the financial statements.

Stock-based compensations are quite big here.

Looks overvalued. Let’s move on.

The balance sheet too is not that great.

https://d18rn0p25nwr6d.cloudfront.net/CIK-0000037785/f6c7eed5-6a8f-477c-bcf2-50bc1955a31d.pdf
https://d18rn0p25nwr6d.cloudfront.net/CIK-0000037785/f6c7eed5-6a8f-477c-bcf2-50bc1955a31d.pdf


ICL Group (NYSE: ICL)

https://s27.q4cdn.com/112109382/files/doc_financials/2023/q2/ICL-2Q-23-Overview-9-5-23.pdf

The business looks quite diversified.

https://s27.q4cdn.com/112109382/files/doc_financials/2022/ar/updated/Full-20F-Final.pdf

https://d18rn0p25nwr6d.cloudfront.net/CIK-0000941221/048a7ab4-d574-4bad-8a2b-665cab6b8
0c7.pdf

https://s27.q4cdn.com/112109382/files/doc_financials/2023/q2/ICL-2Q-23-Overview-9-5-23.pdf
https://s27.q4cdn.com/112109382/files/doc_financials/2022/ar/updated/Full-20F-Final.pdf
https://d18rn0p25nwr6d.cloudfront.net/CIK-0000941221/048a7ab4-d574-4bad-8a2b-665cab6b80c7.pdf
https://d18rn0p25nwr6d.cloudfront.net/CIK-0000941221/048a7ab4-d574-4bad-8a2b-665cab6b80c7.pdf


OE = $2.374 B or $474 M/year

It is comparable to NTR and fairly priced.

OCI N.V (OCINF)

https://oci-global.com/storage/2023/08/OCI-Global-Q2-2023-Results-Presentation_vF.pdf

https://oci-global.com/storage/2023/08/OCI-Global-Q2-2023-Results-Presentation_vF.pdf


OCI more than just fertilizers as they also produce Methanol.



I already have exposure to shipping and I know that the shipping companies are looking to
lower fuel cost and at the same time be friendlier to the environment.

Methanol does have a future.

https://oci-global.com/storage/2023/04/OCI-Annual-Report-2022-vf2.pdf

This company is the most bullish on clean energy.

We can see that there’s more volatility in profits.

OE = $5.740 B or $1.148 B a year

https://oci-global.com/storage/2023/04/OCI-Annual-Report-2022-vf2.pdf


The growth potential of the company seems to be bigger than that of CF and they seem
cheaper.

The balance sheet has got better over the years.



Methanol is about 15% of revenues and 6.5% of profits.

We will need to look further into this company.

K+S Aktiengesellschaft (KPLUF)

https://www.kpluss.com/.downloads/ir/2023/kpluss-compendium-september-2023.pdf

While the industry is cyclical, long-term there is an important prospect for fertilizers.

https://www.kpluss.com/.downloads/ir/2023/kpluss-compendium-september-2023.pdf


The business is divided between fertilizers and industry. They also produce rock salt. K+S is a
vertically integrated company.

One of the great things that the company did this year was to clean its balance sheet.



Let’s calculate the OE

$1.255 B or $251 M/year

It is undervalued but I will prefer CF

Scotts Miracle-Gro Co (NYSE: SMG)

https://scottsmiraclegro.gcs-web.com/static-files/1227214f-b320-44fb-a29d-343029fc409e

https://scottsmiraclegro.gcs-web.com/static-files/1227214f-b320-44fb-a29d-343029fc409e


They are focused in making and selling end products.

https://scottsmiraclegro.gcs-web.com/static-files/a204e078-6ff4-4c3c-b33b-8c7ca17d9d87

https://scottsmiraclegro.gcs-web.com/static-files/a204e078-6ff4-4c3c-b33b-8c7ca17d9d87


We can note that the company has high stock-based compensations.

And recorded a loss in 2022.





That’s because of impairment and we will ignore it.

Let’s calculate OE.

OE = $1.570 B or $314 M/year

The debt of the company has been increasing rapidly recently.

Because of the debt, it is overvalued.

Conclusion

The two companies that I should look deeper into are CF and OCI.

While CF has better fundamentals. OCI looks better in terms of growth potential.


