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On the 30 August 2016 two of the largest North American 

fertiliser companies, PotashCorp and Agrium, confirmed that 

they were in discussions over a potential merger of equals.  

In nitrogen, Agrium and PotashCorp are direct competitors, 

with a main focus on North America, although both have 

international assets and interests. Both companies have 

recently been relatively cautious in investment in new nitrogen 

plants in North America allowing others to take the lead in the 

recent wave of capacity investment in the region. Instead, the 

two companies have generally focussed nitrogen investment 

on brownfield expansions. Combined, the two companies 

would rival CF Industries as one of the largest nitrogen 

producers in North America and the largest in potash globally.  

The potential for merger activity in both the nitrogen and 

potash industries has been on the cards for a few years now.  

The direct impact of the potential merger on the European 

and the UK markets is likely to be limited. Neither company 

operates production facilities in Europe and for nitrogen, the 

company-owned assets that do exist are storage locations 

and distribution and sales offices. For potash, the newly 

formed company will continue to operate with Canpotex, the 

global logistics and marketing company that currently 

operates both companies’ export sales. In reality, the merger 

is likely to have a more substantial impact on the North 

American market.  

The deal is expected to generate US$500 million in annual 

operating synergies, including cost savings from distribution 

and retail integration for the newly formed company. If 

negotiations progress as planned the deal is expected to 

close in mid-2017. 

PotashCorp and Agrium to merge, creating a North 

American fertilizer giant  

Market Overview 

Key points 

• Global demand remains 

fundamentally weak 

across all nutrients  

• Weakening of sterling 

has caused an uptick in 

fertilizer prices across 

nutrients, while in dollar 

terms prices have 

stayed level or lowered  

• Downward pressure on 

pricing eases across all 

nutrients but no 

substantial increases 

are being seen  

• Proposed merger 

between fertilizer 

producers, Agrium and 

PotashCorp could 

provide much-

anticipated industry 

consolidation  

• Supply shortages for 

nitrogen products in 

Europe now being met 

by Egyptian producers 



 

 

In Europe, the market has been quiet on the 

demand side for urea, with ongoing harvests in the 

northeast of the region. In the UK, little nitrogen 

buying activity had taken place for a number of 

weeks, when CF Fertilizers agreed a spot deal 

with Yara for 8 million kilos of ammonia from 

Germany. The cargo was due to arrive at Tees in 

northeast England in the final week of September.  

  Nitrogen 

 Demand 

 Supply 

A short term supply outage of urea has been 

observed in recent weeks because of unplanned 

plant shutdowns in the Ukraine. However, 

because these supply shortages are expected to 

be picked up by Egyptian and Middle Eastern 

suppliers, there is not expected to be any 

observable tightness for European end-users in 

the market overall.  

In Italy, Yara’s urea plant at Ferrara restarted in 

September following maintenance and the plant is 

now heard to be back at normal production levels. 

In the US, all eyes are on the start-up of new 

commercial urea production in the Midwest, which 

could lower US import demand by displacing urea 

product coming from elsewhere. The Iowa 

Fertilizer Company (IFCo) is in the final phase of 

commissioning its new ammonia plant. Production 

at the $1.8bn plant will start in early October, with 

downstream urea and urea-ammonium nitrate

(UAN) production expected a few weeks later. 

 Prices 

The ammonium nitrate (AN) price benchmark 

(FOB Black Sea) has remained stable at £0.32/kg 

N in August, after reaching a low of £0.30/kg N in 

June. In dollar terms, the price reached a trough in 

July and has since seen slow but still noteworthy 

price rises.  

Urea prices remained flat from June-July as a 

reaction to short-term global supply shortages. 

Moreover, the planned start-up of a new 

commercial production plant in the US could 

reduce US import demand and move prices down 

in the local market, as the market is already 

experiencing oversupply.  

  Phosphates 

 Demand 

Demand for processed phosphates has been 

largely subdued in recent weeks, with weak 

demand being seen globally. Indian diammonium 

(DAP) demand has been particularly weak, with 

imports falling by 50% to around half a million 

tonnes in September. Uncertainty continues 

regarding the requirement for the upcoming rabi 

planting season, earmarked to start in November. 



 

 

 Supply 

Russian producers are reported to be sold out in 

October, but the product is only expected to be 

moving to the Latin American market, as the 

European market remains fundamentally 

oversupplied.  

 Prices 

The DAP (FOB Baltic) benchmark reached £0.56/

kg P2O5 in August. Prices have seen a small 

uptick since July, but this has been limited with 

prices increasing by 1% month-on-month. DAP 

prices have remained under pressure due to the 

continued lacklustre buying being seen globally 

and an excess of product at Chinese ports. There 

has also been subdued demand out of India, 

where buyers are reported to be well stocked, 

causing producers to lower prices as a result.  

  Potash 

 Demand 

Demand in the UK and Europe has been quiet but 

stable in recent weeks, following the settlement of 

major Chinese and Indian contracts in July and 

June, respectively. The contract price agreed 

between suppliers and buyers in India and China 

typically represents the lowest price level in the 

industry and it typically provides a reference point 

for potash prices globally. Early indications reveal 

that potash demand could pick up in October.  



 

 

 Prices 

Potash prices have seen a sizeable uptick in GBP 

terms, with the MOP (FOB Vancouver) price 

reaching £0.30/kg K2O in August. Price increases 

between June and July in the UK are indicative of 

the weakening of the domestic currency, as in 

dollar terms, prices have stayed level month-on-

month in July, remaining at an eight-year low.  

Since the domestic currency has seen some 

stabilisation, it is expected that prices will begin to 

track dollar trends again more closely, as can be 

seen between July and August in the chart below. 

 

Earlier in August this year, ICL UK announced the 

next phase of its operations restructuring, which 

will see an end to muriate of potash (MOP) 

production in the UK. The programme will advance 

the transitioning of MOP production to ICL’s 

polyhalite product, polysulphate.  

With a more competitive MOP market, low prices, 

dwindling resources and economically unfeasible 

extraction at weaker prices, ICL UK has taken the 

decision to scale down its 700,000 tonnes per year 

MOP output from 2017-2018. 

ICL has said that the change will free up UK 

production capacity to the benefit of polysulphate 

production, which is due to reach 1 million tonnes 

per year by 2020. 

In the UK, Sirius Minerals has announced updated 

financing plans for the North Yorkshire polyhalite 

project, which, once approved, will comprise a 

debt facility of up to US$2.6bn (£1.9bn). Further 

announcements on the structure and timing of the 

project are likely to come in due course.  

 Supply 



 

 

   Integer Research is an independent provider of specialist market research and analysis, 

including for the fertiliser and chemical industry. 

www.integer-research.com 

 

   ICIS is the world's largest petrochemical market information provider and includes 

energy and fertiliser divisions. 

www.icis.com 

 

To subscribe to future issues of the Fertiliser Market Outlook or to give feedback, please email 

MI@ahdb.org.uk with details, titling your email either ‘Subscribe’ or ‘Feedback’.  

AN Urea TSP MOP  

33.5% 46.0% 46.0% 60.0% 

Nitrogen Nitrogen Phosphate Potash 

335 kg N/t 460 kg N/t 460 kg P2O5/t 600 kg K2O/t 

GBP/t GBP/kg N GBP/kg N GBP/kg P2O5 GBP/kg K2O 

£400/t £1.19/kg £0.87/kg £0.87/kg £0.67/kg 

£375/t £1.12/kg £0.82/kg £0.82/kg £0.63/kg 

£350/t £1.04/kg £0.76/kg £0.76/kg £0.58/kg 

£325/t £0.97/kg £0.71/kg £0.71/kg £0.54/kg 

£300/t £0.90/kg £0.65/kg £0.65/kg £0.50/kg 

£275/t £0.82/kg £0.60/kg £0.60/kg £0.46/kg 

£250/t £0.75/kg £0.54/kg £0.54/kg £0.42/kg 

£225/t £0.67/kg £0.49/kg £0.49/kg £0.38/kg 

£200/t £0.60/kg £0.43/kg £0.43/kg £0.33/kg 

£175/t £0.52/kg £0.38/kg £0.38/kg £0.29/kg 

£150/t £0.45/kg £0.33/kg £0.33/kg £0.25/kg 

£125/t £0.37/kg £0.27/kg £0.27/kg £0.21/kg 

£100/t £0.30/kg £0.22/kg £0.22/kg £0.17/kg 
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Source: AHDB 

Black Sea AN, Yuzhny Urea, Vancouver MOP and Baltic 

DAP prices are international benchmark prices. Prices 

into the UK will vary from those shown in the report, 

depending on local market conditions and additional 

freight and taxes.   

The fertiliser prices are converted into £ terms from US$, 

in which the prices are originally reported.  The price is 

also converted from product tonnes into nutrient kilogram 

(kg) terms.  An example of how the nutrient and kg 

adjustment adjusts the price is shown in the table below. 

Explanation of pricing 

file://///ahdb.local/user/home/AldridgeD/Formatting/Giles/Fertiliser%20Report%20151130/www.integer-research.com
file://///ahdb.local/user/home/AldridgeD/Formatting/Giles/Fertiliser%20Report%20151130/www.icis.com
mailto:MI@ahdb.org.uk

