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Strong demand fundamentals
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Demand-side fundamentals




Crop prices stabilise; medium-term gains likely

Export prices (USS/t)
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Population and macro economy support crop acres
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This has also been supported by N affordability
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Driving crop areas and higher application rates
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China over-applies N, while others under-apply
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Population will continue driving N consumption

millions -=@Global population =N consumption pp kg N/pp
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Overcooked supply




More capacity built this decade than previous 25yrs

Ammonia capacity
(000 tonnes)
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Urea supply additions: Today to 2019




Investment lowers trade & hurts marginal supply

Investment in

Investment in low cost CIS,
North MENA & SS
American African
and LATAM export
capacity capacity




Weak prices have slowed building, so has inflation

Cumulative CapitalCostindex o cEindustries
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Urea capacity growth is now outstripping demand
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However, the result is a forecast of low op rates
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Supply disruptions




Physical disruptions in Ukraine tighten ammonia
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At-risk tonnage in the merchant ammonia market
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Urea now worth less than the value of its ammonia

$/tonne Nitrogen Black Sea Nitrogen Pricing
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China driving the market




Pressure is growing for more liberalisation

*Originally implemented in 2005 to decouple
the domestic agricultural market from
international prices

*As Chinese urea capacity expanded, the
export duty has revised down; in 2014 high
season = RMB40 +15%, while low = RMB40

*This is still market distorting with
inventorying and warehousing tactics

weighing on the low-season




Capacity and liberal export policy boost China’s role

Chinese Urea Exports [CJExports ===FOB Black Sea
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China is limiting the impact of Ukraine’s troubles

Cumulative Monthly Exports
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China’s urea market is in chronic oversupply
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China less competitive as labour costs increase 65%

RMB/hr
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Coal & fright markets tighten; RMB strengthens

$/MMBtu RMB/USD
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Market forces are distributing China’s resources




In conclusion...

1. Strong fundamentals underpin both medium and long-term
nitrogen demand...

2. ...but the market looking oversupplied following a massive
expansion of global urea capacity and Chinese export policy

3. This will weigh on global nitrogen operating rates; especially so
for prilled urea

4. Chinais now the global swing producer and events in the
country’s N market will determine the medium-term future of
all N values

5. However, near-term market remains prone to supply
disruptions, especially on the ammonia side
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Analysis: Our Products )

MARKET QUTLOOKS ~ COST SERVICES SPECIALIST REPORTS
Ammonia Market Outiook - Phosphate Rock Cost Report  UAN Market Outlook

Global Coverage
CRU has analysts in Europe, the USA, China, India and Chile. So, no matter where you are
based in the world, our global coverage will ensure you have a true understanding of what is

published every 3 months

Urea MarketOutoo - B — e tanaaer happening in al key interational fertilizer markets.

RubEhed eery.d mins Report Ammonium Nitrates Market Comprehensive Industry Coverage

ﬂmmaﬂm = Potash Cost Report Outiook CRU's analysts work across a uniguely comprehensive portfolio of regular market outlooks

pu very < m Ammonium Sulphates — from price discovery, short, medium and long term forecasts through to cost reparts.

Sulphuric Acid Market Outiook Market Outlook Bringing you great depth and breadth of coverage, you can source all your research in one

= published every 3 months Potassium Sulphates & place and have confidence in our numbers and approach.

Phosphate Fertilizer Market Potassium Nitrate Market

Outiook - pubilished every 3 Outiook Robust and Transparent Methodology

months China Fertilizer Market CRU's transparent approach to its methodology will give you the confidence you need when

Potassium Chloride Market Outlook using our numBers in your own analysis.

Outlook — published every & :

manths ¥ e :,"dm “F:am Outlook Exclusive Access to Analysts

Phasphate Rock Market T R CRU's customers can benefit from exclusive access 1o our analysts. You can phone them to

Outiook — published every 6 Animal Feed Phosphates discuss our forecasts and our insights into the markets. We can also arrange face lo face
pu y Market Outinok

months meetings at your offices.

. . . . ,
Discover more about CRU's Follow us This presentation is assembled by the expert staff of CRU’s
Fertilizer Products fertilizers team, using information from a wide range of
Telephone +44 20 7903 2150 www.twitter.com/crugroup sources, including the International Fertilizer Industry
Email markeling@crugroup.com ked [ Association (IFA), various regional and national agencies,

Website www.crugroup.com

www.linkedin.com/company/cru

LONDON | BEIJING | MUMBAI | SANTIAGO | SYDNEY | PITTSBURGH

and suppliers of international trade statistics, including
GTIS, as well as individual producers and exporters of these

products.
www.crugroup.com



