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Nufarm Ltd (NUF)

Seasonal drivers

Trade flows remain elevated
The following is an analysis of recent data points we monitor as indicators of activity.

Australia: YTD imports of ag-chem into Australia (Jun’22) have softened -5% YOY in
volume terms, with Jun’22 volumes up +1% YOY. Soil moisture profiles and three
month rainfall outlooks remain favourable for both winter and summer crops.

USA: YTD imports of ag-chem into USA (Jun’22) have grown +22% YQY in volume
terms, with Jun’22 volumes up +39% YOY. US Crop condition reports, show corn
behind a year ago, soy in line with a year ago and the spring wheat harvest tracking
behind a year ago.

Europe: YTD imports of ag-chem into the EU+UK (May’22) are down -1% YOY in
volume terms, with volumes in core NUF markets are down -5% YOY. Dry conditions
in Spain, France, ltaly and Germany are impacting summer crop yields, while winter
yields have recently been revised up.

Active ingredient pricing: Average active ingredient prices ex-China softened in the
month, down on average -2% MOM but still up +6% YOQOY. Glyphosate tech pricing
demonstrated similar trends in the month, down -2% MOM, but is up +18% YOY.

Peer reporting (updated for Adama): 3Q revenue growth trends were strong in
Europe (+17% YQY), North America (+16% YQY) and APAC (+13% YQY) reported. In
aggregate gross margin compression of 50bp was reported, with strong pricing gains
(+7-20% YOQY depending on manufacturer) being reported.

Investment view: Buy rating unchanged

There is no change to our Buy rating, $6.75ps target price or earnings forecasts in this
note. Trade flows of ag-chem into major NUF markets have remained at historically
high levels. While pricing of active ingredients has contracted from peaks it remains
elevated YOY and this has on face value been more than mitigated by rising selling
prices (as reported by the peer group). From a FY23-25e perspective improving
fishmeal and fishoil premiums (to oilseeds) is an encouraging development for crush
returns from the omega-3 product pipeline.

Earnings Forecast

Year end Sep 2021 2022e 2023e 2024e
%80 Sales ($m) 3215.7 3698.0 3555.8 36115
#7.0 EBITDA ($m) 361.1 455.1 469.4 472.0
36.0 NPAT (reported) ($m) 65.1 615 139.3 142.2
#5.0 NPAT (adjusted) ($m) 61.3 126.5 139.3 142.2
340 EPS (adjusted) (cps) 16.1 33.2 36.5 37.3
33.0 EPS growth (%) na. 106.4 10.1 2.1
520 PER (x) 30.3 14.7 13.4 13.1
i;ﬂ FCF Yield (%) 8.4 0.0 5.0 3.1
I T T T )
Sep 20 Mar21 Sep 21 Mar22 Sep 22 EV/EBITDA (x) 8.2 6.5 6.3 6.2
Dividend (¢ps) 4.0 8.0 9.0 10.0
=—NUF ==—=5&F 300Rebased Franking (%) 0.0 0.0 0.0 0.0
Yield (%) 0.8 1.6 1.8 2.0
ROE (%) 33 6.7 7.0 6.8
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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NUF variable earnings drivers

Regional import trends: Trade of agricultural chemicals remained strong in core NUF
market. Active ingredient prices seemingly found a floor in August, with no material
moderation in pricing outcomes (i.e. down ~2% MOM).

Figure 1 — R12M Australian imports of crop protection chem (t)
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Figure 2 - R12M USA imports of crop protection chem (t)
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Figure 3 - R12M EU27+UK imports of crop protecti em
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BIFENTHRIN AND TEBUCONAZOLE. SOURCED FROM AGRIBUSINESS GLOBAL.

Peer Group reporting trends (Sep YE): 3Q revenue growth trends were strong in Europe
(+17% YQY), North America (+16% YOY) and APAC (+13% YOY) reported.

Figure 5 — R12M Peer totals (A$m)
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Figure 6 — Quarterly regional totals (A$m)
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Omega-3 pricing indicators (Sep YE): Aqua feed indicators in fishmeal and fishoil have
continued to firm, with fishoil premiums rising relative to both soybean and canola olil

prices.

\Figure 7 - Fishoila nd fishmeal pricing indicators (US$/t)

Fishoil and fishmeal pricing (USD/t)
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Figure 8 - Feed grad fishoil premiums to soy and canola oil (US$/t)
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Investment Summary

COMPANY DESCRIPTION

NUF is a leading supplier of off-patent agricultural chemicals (~77% of the contestable
market), seeds and seed treatments globally, with a marketing presence in over 30
countries and sales in over 100 countries.

VALUATION

Our target price for NUF is $6.75ps. In deriving our target we have valued the business as
is while incorporating some upside for execution of the FY26e targets. Key drivers are:

Base business: We utilise an ROIC based methodology utilising a value for the base
business on Normalised earnings, while accounting for the material dislocation between
SIB Capex and reported depreciation & amortisation following the Century and FMC
acquisitions. Major assumptions in this target price derivation include an underlying cash
ROIC of 17.0% in FY22e lifting to 18.1% in FY23e and a WACC hurdle of 10.3%. This
derives an EV/EBITDA multiple of 6.7x FY22e and 6.9x FY23e EBITDA. Net debt includes
factored payables which we view as synthetic debt funding.

Upside: FY26e targets would imply an EBITDA upside case of $565-635m. We have
incorporated 20% of the upside potential at 6.5-7.0x EBITDA, which is a level consistent
with our ROIC model determination.

RISKS
Key risks in an investment in NUF include but are not limited to:

COVID-19: The substantial impact of COVID-19 on the global and domestic economies is
creating enormous volatility and uncertainty in global share markets. The forecasts in the
report may be subjected to significant changes if this situation continues for an extended
period of time.

Climate: As an input supplier to global agriculture, demand for crop protection products is
influenced by climatic conditions that help determine the timing and extent of cropping
activity as well as weed, pest and disease pressures. Climatic conditions will vary from
region to region. While certain conditions may increase demand for crop protection
products, extreme climatic conditions, such as prolonged drought, may reduce demand for
those products. In addition the timing and duration of seasonal breaks can also impact the
demand for particular products.

Changes in commodity prices: Commodity prices dictate planting intentions. Weak
commodity prices can be associated with lower levels of cropping activity and demand for
crop protection products. In addition rotation between crops can affect the level of demand
for crop protection, with some crops requiring a higher investment in crop chemicals than
others.

Failure to execute on cost and working capital initiatives: A failure to execute on
reducing costs by ~$15m and reducing average working capital to sales to 35-37%, is likely
to see NUF generate a ROFE below expectations impacting both earnings and valuation.

Failure to execute the Century and FMC acquisitions: NUF has invested A$840m in
acquiring the Century and FMC portfolios in Europe, securing revenues of ~A$280m and
EBITDA of A$110-115m. Failure to execute on incorporating these portfolios into the NUF
stable or failure to achieve re-registration of key molecules could impact the performance
of NUF.

BELL POTTER
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Omega 3: Incorporated into our earnings forecasts is an expectation that NUF is
successful in commercialising its omega 3 canola product. Failure to achieve this outcome
would likely impede the ability of NUF in achieving our future projections.

Technology adoption: The introduction and adoption of technology in agriculture, such as
GM crops, may influence the demand for crop protection and conventional seed products.
In addition the introduction and adoption of formulations that supersede current products
may limit demand for some of NUF’s products.

Key Supply contracts: NUF relies on the supply of a number of key raw materials,
intermediates and active ingredients in order to produce and supply its range of crop
protection products. Commercial terms relating to the supply of those inputs can vary and
are subject to negotiation with third parties. Pricing and other terms associated with these
arrangements can impact the margins associated with the sale of related products

Currency: Global crop protection companies such as NUF purchase inputs and determine
selling prices in a range of international currencies, reflecting the geographic reach of their
operations and are therefore exposed to fluctuations in exchange rates.

Glyphosate risk: On 10 August 2018, a California jury found Monsanto liable to the
amount of US$289m as a result of allegations their glyphosate-based product Round-Up
caused a man's cancer. There is risk that glyphosate sales around the world are adversely
impacted given both the intense legal and community pressure on this product. There is
also a risk of future litigation for suppliers of glyphosate-based products, including NUF.

Regulatory risks: The crop protection industry is highly regulated with government
controls and standards imposed on all aspects of the industry’s operations. Crop protection
products are subject to regulatory review and approval in all markets in which they are
sold, with the requirements of regulatory authorities varying from country to country.
Regulatory policies can have an impact on the availability and usage of crop protection
products and, in some cases, can result in the restriction or removal of certain products
from the market, which can have a material adverse effect on the financial performance of
NUF.

BELL POTTER
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Pre-AASB16 Jul YE Post AASB16 Sep YE
Sep Year end 2018 2019 2020 2020 2021 2022e  2023e  2024e |Price (ASps) $4.88
Profit & Loss (A$m) Recommendation Buy
Sales revenue 33078 37576 28484 29335 32157 36980 35558 36115 |TargetPrice (ASps) $6.75
... Change 136%  -242% 96%  15.0% -3.8% 1.6% |Diluted issued capital (m) 3802
EBITDA 385.7 4203 2358 2452 361.1 455.1 4694 472.0  |Marketcap ($m) 1855.2
Deprec. & amort (1206) (171.7) (2014) (1831) (2080) (2176) (2176) (217.6) |Enterprise Value ($m) 29482
EBIT 265.1 2486 344 62.1 1531 2315 2518 2543 |Free Float(%) 100%.
Interestexpense (1183)  (116.9)  (96.2) (61.3)  (539)  (50.0)  (484) *Netdebttaiing R12M
Pre-tax proft 1468 1317 (61.8) 918 1836 2018 2059 Sep Yearend 2018 2019 2020 2021 2022 2023 2024e
Tax expense s @26 (189 8 6N 025 (88
... faxrate 33% 2% -30% 33% 31% 31% 31%  Core EPS (¢ps) 16.1 332 36.5 313
Minorifies 04 - - - - - - Change (%) na. 1064%  10.1% 2.1%
Net Profit 98.4 89.1 (80.6) 61.3 126.5 139.3 142.2  Core EPS pre-amortsaton (¢ps) 411 59.9 63.3 64.0
Abs. & extras. (114.0) (50.8)  (375.5) 39 (65.0) - - Change (%) na.  459% 5.6% 1.2%
Reported Profit (15.6) 383 (456.1) 65.1 61.5 139.3 1422 PE(x) 303 147 134 131
Amortsation 824 133.7 143.6 150.2 159.8 159.8 159.8  PE postprefs (x) 36.2 159 144 14.0
Pref & hybrid dividends (149)  (146)  (183) (100)  (100)  (100)  (10.0) PE pre-amorisaton (x) 19 8.1 7 76
Underlying NPATA 14141 168.0 1.6 156.4 2283 4.1 2440  EV/EBITDA (x) 8.2 6.5 6.3 6.2
EVIEBIT (x) 193 124 17 116
NTA ($ps) 3/ 34 3 4w
EBITDA 385.7 4203 2358 3611 455.1 4694 4720  PINTA(x) 148 140 128 117
Net Interest Expense (904)  (1026)  (826) (552)  (415)  (40.1)  (385) Book Value ($ps) 558 564 588 612
Tax Paid (538)  (421) (1182 (313)  (438)  (598)  (63.2) Price/Book () 087 087 08 080
Change in Wkg Capitl (2839) (137.7)  (195.) 1905 (1186) 374 (147)
Other (45.7)  (39.8)  (93.0) (60.8)  (20.0)  (20.0)  (20.0) DPS(gps) 40 8.0 9.0 100
Operating Cash Flow (88.2) 981 (253.0) 4043 2312 387.0 3357  Payout(%) 249%  241%  246%  268%
Dividends paid (02 (341 (171 (102)  (404)  (405)  (443) Yield (%) 08%  16%  18%  20%
Capex (1928)  (1746)  (1689) (147.4)  (190.0)  (2000)  (200.0) Franking (% 0% 0% 0% 0%
Free Cash Flow (331.2)  (110.6)  (439.1) 2410 08 146.5 :JI. 3 Performance Ratios
Asset Sales 6.1 21 1,845 08 (18) - - EBITDA/sales (%) 84%  112%  123%  132%  131%
Aquisifons (778.9) (14) - - - Core EBITDAsales (%) 87%  120%  129%  132%  13.1%
Other (263)  (59.1) 1054 (124.8) EBITA/sales (%) 48%  64%  TA%  7.0%
Equity Issues(Reduction) 4365 296.0 - - - - OCF Realisation (%) 150.2%  67.2% 1084%  93.3%
(Inc.) Idec. in net debt (6938) 1269 9509 123.0 (1.0) 1465 914  FCF Realisaton (%) 4036%  246% 127.0%  88.4%
ROE (%) 33%  67%  70%  6.8%
ROIC () 636 03 10%  12%
Cash & near cash 3017 505.7 686.6 4239 7242 6154 6654 681.3  Assetturn (years) 174 2.09 2.16 217
Receivables 11996 13788 982.2 859.0 8117 994.6 956.4 9714 Capex/Depn (x) "o o0 o0m” 0w
Inventories & WIP 11797 12282 9328  1,046.9 9762 11222 10790 1,0959 Interestcover (x) 2.50 440 5.03 525
Other Currentassets 316 133.8 159 22,6 2.7 2.7 2.1 22.7  NetdebtEBITDA 144 115 0.80 0.60
Current assets 27126 32465 26175 23525 25348 27550 27235 27713  Netdebtlequity (%) 8.2% 8.1% 12%  -27%
Fixed assefs 3387 393.6 3329 3259 3306 3425 3747 406.9
Rightof use asset : - 067 107 07 07 1107 07
Inangibles 16883 17190 13390 13289 12438 12023 1,160.7 11191 APAC 7543 8584 10042 9514 9261
Other assets 317 3174 2458 258.2 262.8 262.8 262.8 262.8  Europe 79.2 806.5 8217 8757 8975
Non current assets 23387 24300 19177 19131 18373 18075 17982 1,788.8  North America 10543 11124 13991 14324 14682
Total assets 50514 56765 45352 42656 43721 45625 4521.7 45601  South America - - - - -
Crediors 11313 12213 9330  861.0 9334 11438 10998 1,117.0  Crop Protection 26048 27773 32309 32504 32918
Currentborrowings 5211 495.0 3204 216.1 2344 2140 932 67.7  Seed technologies 198.1 2406 2837 2964 3197
Lease liabiliies - - 184 18.2 18.1 18.1 18.1 181 Other (unallocated) 130.6 197.7 183.4 - -
Other currentliabiliies 52.7 55.5 84.2 79.6 555 1507 1579 1630 R 29335 32157 36980 35558 36115
Current liabilities 1,7110 177117 13376 11567 12234 15085 13509 1,347.7 Core Revenue 28029 30179 35146 35558 3,611.5
Non-currentborrowings 11487 12578 6624 6704 663.0 575.7 600.0 550.0
Lease liabilifies - - 126.6 1254 125.5 1255 1255 1255 APAC 76.0 11.6 1413 11841 107.4
Other liabilites 2200 2420 265.0 266.3 2387 2089 208.9 2089  Europe 102.2 177 1652 1953 200.2
Non-current liabilities 1,368.7 14999 10539 10621 1,027.2 9101 9344 884.4  North America 9.9 1044 169.1 172.8 1771
Total liabilities 30797 327116 23915 22188 22506 24185 22853 22321  South America - - - - -
Net assets 19716 24049 21436 20467 21215 21439 22364 2,328.0  Crop Protecti 275.0 387.6 4755 4862 4847
Share capital 16375 18346 18349 18349 18359 18359 18359 18359  Seed technologies 295 46.3 52.6 56.2 60.3
Reserves (309.1) (495) 798 747 950 90 875 850 Oter (unalocated) (593)  (729)  (730) _ (730) _ (730)
Retained earnings 496.3 4759 (18.0)  (109.8) (56.3) (28.9) 66.1 160.2  EBITDA 2452 361.1 4551 4694 4720
Hybrid Equity 2469 3439 2469 2469 2469 2469 2469 2469
Outside equity Interests - - - - - - - -
S/holders' funds 19716 24049 21436 20467 21215 21439 22364 2,328.0  EBITDA margin on core (%) 87%  120%  129%  132%  13.1%
Net Debt (Cash) 13741 12471 296.3 462.6 173.3 1743 218 (63.6)
NetDebt (Cash) - Hybrid adi.  1,624.1  1,497.1 643.8 7126 5208 521.8 3753 2839
SOURCE: BELL POTTER SECURITIES ESTIMATES
-V
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded Analysts
as ‘Speculative’ a return of >30% is John Hester Healthcare 612 8224 2871 jhester
expected. Anubhav Saxena Healthcare 612 8224 2846 asaxena
Expect total return between -5% Tara Speranza Healthcare 612 8224 2815 tsperanza
and 15% on a 12 month view Michael Ardrey Industrials 613 9256 8782 mardrey
Marcus Barnard Industrials 618 9326 7673 mbarnard
Expect <-5% total return on a Sam Brandwood Industrials 61282242850  sbrandwood
12 month view Olivia Hagglund Industrials 612 8224 2813 ohagglund
Speculative Investments are either start-up Chami Ratnapala Industrials 612 8224 2845 cratnapala
enterprises with nil or only prospective Jonathan Snape Industrials 613 9235 1601 jsnape
operations or recently commenced David Coates Resources 612 8224 2887 dcoates
operations with only forecast cash flows, or Stuart Howe Resources 613 92351856 showe
companies that have commenced Brad Watson Resources 618 9326 7672 bwatson
operations or have been in operation for Regan Burrows Resources 618 9326 7677 rburrows
some time but have only forecast cash Joseph House Resources 613 9235 1624 jhouse
flows and/or a stressed balance sheet. Associates
Daniel Laing Associate Analyst 613 9256 2886 dlaing
Such investments may carry an Thomas Sima Associate Analyst 6128224 2843  tsima

exceptionally high level of capital risk and

volatility of returns.

Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst’'s compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on

the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g.
market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal
and regulatory constraints.

Disclaimers
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This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal
circumstances and consulted before any investment decision is made on the basis of this Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a security
contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for each respective
Research Report.

Except in so far as liability under any statute cannot be excluded, Bell Potter Securities Limited and its directors, employees and
consultants do not accept any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in the
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the
document or any other person.

In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or in
part in the two specified countries. In Hong Kong this Research Report is being distributed by Bell Potter Securities (HK) Limited which is
licensed and regulated by the Securities and Futures Commission, Hong Kong. In the United States this Research Report is being
distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving this
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