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Overview

4.

Recent trends in fertilizer prices
Market structure, export concentration

Drivers of prices, supply and demand

* Energy (natural gas) prices

* Trade restrictions and support policies

* Transportation costs and clogged supply chains
» Affordability

Outlook and next steps



Recent trends in fertilizer prices: Spot prices for N,P have spiked
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Recent trends in US fertilizer prices: Spot prices are levelling off
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The market structure:
high export concentration



Background: middling — very high levels of export concentration, 2020
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Drivers of supply, demand and prices



1. High energy prices

High and volatile energy prices; prices for natural gas have
spiked in recent weeks



1. High and volatile energy prices

Natural gas price vs crude oil price, 2014-16 = 100

—— Natural Gas (Europe), average import border price and a spot price component =—=Crude oil, West Texas Intermediate
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First signs of abatement in gas market?

usS, USD/Mmbtu

——US natural gas futures ——Dutch TTF natural gas futures
7 180
150
6
120
=
> =
V S
S~
\ 90 2
w
2
4 5
a
60
3
30
A .‘ O
2 0

Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22

Source: Investing.com




2. Trade restrictions

There has been a growing number of export restrictions in
recent months



2.
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International urea price and national policy action: more than correlation?
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N,P,K fertilizer exports by key players

N-Fertilizer exports, Russian Federation

P-Fertilizer exports, Morocco

K-Fertilizer exports, Canada
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3. High and volatile transportation costs



Ocean Freight Indices: higher and volatile

Ocean Freight Rates by vessel size

Baltic Dry Index
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4. High fertilizer affordability 2021/22
... but rapidly declining as of late, notably for
grains and sugar



Affordability: Fertilizer vs crop prices

FAO-FPI vs Fertilizer prices, 2014-16 = 100
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Affordability: Fertilizer vs crop prices
Oilseeds > > Sugar

Overview: Fertilizer affordability for key food crops
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Possible impacts

Immediate
 Lack of fertilizer for FAO/humanitarian projects (e.g., Afghanistan).
* Lack of industrial grade ammonia (AdBlue), catalytic converters for diesel vehicles.

* Lack of CO, (by product of fertilizer production) for food and drink supply chain, stunning pigs and
chickens for slaughter.

* Lack of gas to heat greenhouses, notably in the NL.

Short term

* Lack of N, P fertilizer in spring 2022 in the northern hemisphere.
* Lack of N, P fertilizer in fall 2022 in the southern hemisphere.

* Higher price responsiveness of demand in low-income countries could result in significant lower
use levels and food production levels in 2022/23.

Longer term
 If energy prices remain high, food prices will remain high.
* Higher headline inflation, eventually higher core inflation.

* Most regressive on poor consumers, hi_%(h share of their incomes spent on food and energy (in
developed and developing countries alike)



High food/energy prices are regressive on poor countries/households

Share of household 'basic expenditures' in total expenditure, 2017
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What can be done?

Short term

* Need for better data, better fertilizer market intelligence: AMIS initiative
* Towards up-to-date and reliable N-balances
* Early warning indicators: Stock levels and changes, stocks-to-use ratios, stocks-to-disappearance ratios, etc.

Keep fertilizer trade open and supplies reliable, avoid ad hoc trade restrictions
Monitor trade and trade policies, subsidies

Support poorer consumers, but avoid structural producer protection and support (South Asia).
Prioritize agricultural over non-agricultural use. Ensure humanitarian assistance (projects)

Longer term
* Appropriate timing, pacing and sequencing of the transition towards low-carbon energy sources
* Need to improve fertilizer use efficiency

Review and eventually repurpose fertilizer subsidies

Better agronomic practices, improved soil fertility, targeted extension services



Summary and outlook

1.

2021/22: Prices for fertilizer spiked in tandem with energy prices, further rose with trade
restrictions, high and volatile transportation costs, adverse weather conditions, and high
output prices (affordability).

2022/23: Very high fertilizer prices have lowered the affordability, high output prices
notwithstanding

Global fertilizer use to decline by 3% in 2022/23éIFA), after a 6.3% increase in 2021/22. If
prices remain at current high levels, the drop in demand could be much more pronounced.

Developed countries’ farmers are inelastic in their demand for (N) fertilizer; they will try to
keep high application levels, which means lower availability for developing and emerging
economies.

Lower use may mean lower crop production and food quality in 2022/23, and potentially food
security issues. How much is still to be examined in detail, but cues from 2008.

Contingency plan:

* Short-term: keep trade open, avoid export restrictions

* Collect data, better balances, stocks, prepare early warning indicators (SURs, etc.)
* Long-term: keep energy affordable, need for cheap, “green” energy.

* Beware policy trade offs

Was this the “boom before the bust”? Will we see a normalization (mean reversion) in the
natural gas market? The fertilizer market?
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