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Nufarm Ltd (NUF)

Multiverse

Quarterly highlights

The recent reporting season highlighted an inventory unwind in agricultural chemicals
markets and strong pricing growth in competing products for NUF’'s Omega-3 product.

Quarterly reporting and sector flows: 3Q23 revenues (AUD terms) in NUF core
markets contracted -15% YOY, with signs of an inventory unwind in the supply chain
(value of ag-chem imports down -20% YOY into NUF markets). Pricing outcomes were
benign despite deteriorating active ingredient price. On the latter we note China
glyphosate technical pricing has rallied ~40% from the lows.

Omega 3 pricing indicators: Omega 3 grade fishoil pricing rose +80% YOY to
US$8,150/t, well ahead of the YOY uplift seen in Peruvian fishmeal. NUF competitor
Corbion reported +135% YOY growth in its Algae Ingredients platform, with +34%
YQY pricing growth in the quarter.

Seasonal drivers: Late harvest rainfall in the EU could be beneficial for late season
insecticide demand. Australian winter crop production is forecast to fall -34% YOY and
the area planted to summer crops is expected to fall -15% YOQOY. North America
remains dry with the US crop condition trailing a year ago and 67% of the Canadian
agricultural landscape is classified as abnormally dry.

There are no changes to our forecasts in this report. We had previously downgraded
our NUF forecasts (see: "Peer pressure” (10/08/23)) to reflect softer sector wide 3Q23
sales trends. Our $7.00ps target price is also unchanged in this report.

Investment view: Buy rating unchanged

There is no change to our Buy rating. The late season in North America and inventory
destocking in the channel appeared to be industry wide headwinds in 2QCY23e.
However, a reversal of these trends in FY24e along with growth in the beyond yield
program are likely to see a reasonable rebound in earnings in FY24e and lay the
platform for growth in FY25-26e. The rapid price growth in omega-3 products is an
ongoing positive development for potential market uptake of NUF’s Aquaterra product.

Earnings Forecast

Year end Sep 2022 2023e 2024e 2025e
»8.0 Sales ($m) 3773.0 3501.0 3838.1 3979.1
#7.0 EBITDA ($m) 446.8 405.2 4738 496.0
360 NPAT (reported) ($m) 107.4 107.1 144.1 162.3
55.0 NPAT (adjusted) ($m) 133.2 100.4 144.1 162.3
34.0 EPS (adjusted) (cps) 35.0 26.3 37.8 42.6
#3.0 EPS growth (%) 117.3 247 436 12.6
52.0 PER (x) 14.7 19.5 13.6 12.1
;'E FCF Yield (%) 29 -10.2 3.2 1.9
X T T T )
Sep21 Mar22 Sep 22 Mar23 Sep 23 EV/EBITDA () 71 7.8 6.7 6.4
Dividend (¢ps) 10.0 11.0 13.0 15.0
=NUF ==——=5&F 300Rebased Franking (%) 0.0 0.0 0.0 0.0
Yield (%) 1.9 2.1 25 2.9
ROE (%) 7.0 5.1 71 7.7
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:
ABN 25 006 390 772 THIS REPORT MUST BE READ WITH THE DISCLAIMER ON PAGE 10 THAT FORMS PART OF IT. Pagel
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NUF variable earnings drivers

Sector trends: 3Q23 sector revenue growth in NUF core markets was down -15% YOQY.
Revenue declines were predominantly driven by double digit YOY volume declines.

Figure 1 — Sector aggregate revenue (A$m) Figure 2 — YOY infill vs. sell through (value NUF markets)
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When imported ag-chem volumes and values are compared to sell through there was
evidence of inventory unwind in NUF core markets and globally (inc. Brazil).

Figure 3 — YOY infill vs. Company reported volume growth

Figure 4 — China export parity (USD/Kg)

YOY change in infill vs. sell through (by volume) R3M China ag-chem export values (USD/Kg)
60% 8.00
40% .00
6.00
20% 500
0% 400
-20% 300
2.00
0% 1.00
0% 0.00

1020 an20 1021 021 1022 3022 1023 s Juk1s  JuH6 JuH7 o Juk18 Juk1e Juk20 k21 Juk22 Jul23
| riflow  —Cutfiow —ngeclicides =—Fungicides = Herbicides
SOURCE: COMPANY DATA AND COMMTRADE (INCLUDE BRAZIL) SOURCE: CIQ

Active ingredients: Glyphosate tech has rallied ~40% from the bottom in market and this
has flowed to China export values in Jul'’23. Other active seem to be finding a floor.

Figure 5 — China active export pricing (A$/Kg) Figure 6 — China glyphosate tech-95%
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Omega-3 pricing indicators (Sep YE): Aqua feed indicators in fishmeal and fish oil have
continued to demonstrate strong gains with landed Peruvian fishmeal up +39% YOY,
fishmeal (68 prime) up +10% YOY and feed grade fishoil up +35% YOY. In addition, we
note a +34% YOY uplift in average prices for Corbion’s competing algae sourced omega-3

product.
\Figure 7 — Peruvian Fish fishmeal pricing indicators (US$/t) Figure 8 — Quarterly pricing trends fishoil
R3M VWAP Peruvian fishoil (US$/t) Fishoil and fishmeal pricing (USD/t)
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Seasonal conditions update

US: The NOAA reports that since mid-August, there are stronger indicators for a very
warm and dry September in the middle of the country; with a broad area of drought
development now forecast in this region. Corn and soybean crop conditions are trailing a
year ago. In Canada 67% of the agricultural landscape is classified as abnormally dry or in

moderate to exceptional drought.

Figure 10 — US Seasonal outlook
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Europe: Late season rainfall has delayed harvesting in some regions after a period of heat
in July. For the most part harvesting is complete for FY23 with the focus likely to shift to
pre-plant rainfall in coming months.

Figure 11 — EU areas of concern — extreme weather Figure 12 — EU areas of concern — crop impacts
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Australia: Soil moisture profiles and three-month rainfall outlook remain below average for
most of the agricultural producing regions. ABARES forecast the winter crop to be down
-34% YOY and a summer crop down -19% YOY (on a -15% YQY drop in acreage).

Figure 13 - BOM Three month rainfall outlook Figure 14 — Relative soil moisture profile
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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 $7.00ps. 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 11.8% in FY23e lifting to 14.4% in FY24e and a WACC hurdle of 10.2%. Net debt
calculations include factored payables which we view as synthetic debt funding.

Upside: FY26e targets would imply an EBITDA upside case of $550-645m. We have
incorporated 20% of the upside potential in our target price calculation.

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.

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.

BELL POTTER
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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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Nufarm Ltd
as at 11 September 2023

Table 1 - Financial summary

Sep Yearend 2019 2020 2020 2021 202 202  2024e 20258 |Price (A$ps) $5.14
Sales revenue 37576 28484 29335 32157 37730 35010 38381 39791 |TargetPrice (ASps) $7.00
... Change -24.2% 96%  173%  72%  96%  37% |Dilued issued capial (m) 3805
EBITDA 403 2358 2452 3611 4468 4052 4738 4960 |Marketcap ($m) 19556
Deprec. & amort (IT17)  (2014) (2033) (2080) (2104) (1904) (1980) (197.0) |Enterprise Value (Sm) 31783
EBIT U486 344 M9 1531 2367 2148 2758 2990 |Free Float(%) 100%
Interestexpense (1169)  (%6.2) (61.3)  (544)  (771)  (757)  (72.8) ‘*Netdebttaiing & Factored payables R12MA. Lease liabiliies and hybrid last reported
Pre-tax proft 1317 (618) 918 1822 1377 2002 2262 SepYearend 2019 2020 2021 2022 2023 2024e 2025
Tax expense (426)  (188) (306)  (49.1)  (37.3)  (56.1)  (63.9) NEIENCINEILE
.. rale 2% -30% B% W% 2% 8% 2% CoreEPS (¢ps) 161 30 263 3718 426
Minorifies - - - - - - - Change (%) na. 117.3% -247%  436%  126%
Net Profit 891 (806) 613 1332 1004 1441 1623 Core EPS pre-amortsaton (¢ps) %4 557 M2 540 586
Abs. & extas. (508)  (3755) 39 (58 67 - = Change (%) na.  531% -261% 312%  85%
Reported Profit 383 (456.1) 654 1074 1074 1441 1623 PE(x) 20 W47 195 136 124
Amorfsaton 1337 1436 1247 1274 1075 1150 1141 PE postprefs(x) B4 159 289 156 136
Pref& hybrid dividends (146)  (183) (100)  (101)  (187)  (187)  (187) PE pre-amortsaion (x) 141 92 125 95 88
Underlying NPATA 168.0 16 1385 2121 1569 2060 2235 EVEBITDA(x) 88 T 78 67 64
EVIEBIT (x) 08 134 148 15 108
NTA §ps) 33308 A4 3 36
EBITDA 4203 2358 %11 4468 4052 4738 4960 PINTA(x) 155 167 164 153 142
NetInterest Expense (1026)  (826) (552) (599  (67.1)  (657)  (628) BookValue (Sps) 558 566 577 597 619
Tax Paid (424)  (1182) (313)  (320) (432  (467)  (60.0) Price/Book (x) 092 091 08 08 08
Change in Wkg Capial (1377)  (195.0) 1905 (83) (376) 05 (437)
Oter (398)  (93.0) (608)  (TA)___(100) _ (100) _ (10.0) DPS (¢ps) 40 100 10 130 150
Operating Cash Flow 981 (253.0) 4043 3395 (427) 3520 3196  Payout(%h) A% 2B6%  418%  344%  352%
Dividends paid @31 (171) (102) (402 (605  (605)  (68.1) Yield (%) 08%  19%  21%  25%  29%
Capex (1746) _(1689) (147.0) (2071)_ (220.0) (190.0) _ (190.0) Franking (% 0% 0% 0% 0% 0%
Free Cash Flow (110.6)  (439.1) 210 922 (332 1015 614 [P
Asset Sales 21 12845 08 06 (185 - - EBITDAsales (%) 84%  12%  118%  116%  123%  125%
Aquisiions 14 - - (340) 04 - - EBITAsales (%) 48%  63%  61%  72%  T5%
Oter (594) 1054 (1248) 1994 - OCF Realisaton (%) 1502%  989% -147% 1029%  88.9%
Equily Issues(Reducion) 296.0 - - - - - FCF Realisafon (%) 4036%  918% -2804%  994%  68.3%
(Inc.) fdec. in net debt 1269 9509 1230 2583 (3386) 1015 614 ROE(%) 3% T0%  51%  TA%  TT%
ROIC (%) 63% 102%  84% 10.4%  11.0%
Assetum (years 76213 203 2% 28
Cash & near cash 5057 6866 4239 7242 5857 3500 5000 5000  Capex/Depn (x) "oont” 0" 1167 096" 0%
Receivables 13788 9822 8500 8117 5503 10153 10363 10744 Inerestcover (x) 250 435 278 365 4N
Inventories & WIP 12282 9328 10469 9762 16025 14354 15352 15916  NetdebtEBITDA 14 124 220 167 147
Oter Currentassels 1938 159 26 27 a1 27 27 227  Netdebtlequiy (%) 82%  95%  247%  194%  16.1%
Current assets 32465 26175 23525 25348 27611 28234 30042 31887
Fixed asses 336 3329 359 347 3704 %621 3691 3762
Right of use asset . 1067 1107 1066 1049 1049 1049 1049 APAC 7543 8584 10384 0422 9605 1,0419
Intangibles 17190 13390 13289 12438 11928 12403 12052 12112  Europe 792 8065 8049 Q078 9594 9546
Oter assefs 3174 2458 2582 2587 3348 3500 3600 350.0  North America 10543 11124 13502 12024 14671 14635
Non current assets 24300 19177 19131 18373 18980 19524 19444 19374  South America - - - - - -
Total assets 56765 45352 42656 43721 46501 47757 50386 51261  Crop Protecti 26048 27773 32835 31424 33670 34601
Crediors 12213 9330 8610 9334 12000 12603 13817 14325  Seed technologies 1981 2406 2963 3586 4510 5190
Current borrowings 4950 3204 2161 2344 2506 1000 1000 1000 Oher (unalocaed) 1206 1977 1931 - - -
Lease liabilfies - 184 182 181 186 186 186 186 Revenue 29335 32157 37730 35010 38381 39704
Oter current liabifies 555 842 796 555 668 662 857 997 CoreR 28029 30179 35799 35010 38381 39704
Current liabilities 17717 13376 567 12034 16074 14265 15674 16322
Non-current borrowings 12578 6624 6704 6630 5394 7929 8414 7800 APAC 760 1116 1345 1037 1070 1184
Lease liabilfies - 1266 1254 1255 1233 1233 183 1233 Europe 1022 M7 AT 1746 1879 1856
Oter fblies 220 2650 2663 2387 2362 2362 2362 2362 NorhAmerica 969 1044 1479 1196 1560 1554
Non-current liabilities 14999 10539 10621 10272 8990 11524 12010 14395  Souh America - - - . . -
Total liabilities 32716 23915 22188 22506 25064 25789 27683 27717  Crop Protecti 2050 3876 4535 3079 4508 4501
Net assets 24049 21436 20467 24215 2457 21968 22703 23544  Seed technologies 295 463 585 760 933 1090
Share capial 18346 18349 18349 18359 18372 18372 18372 18372  Oter (unalocaied) (59.3)  (729)  (653)  (686)  (703) _ (721)
Reserves (495 798 74T 950 428 403 378 353 EBITDA 252 3614 M68 4052 4738 4960
Retained earnings 4759 (180) (1098  (563) 258 724 1484 2350
Hybrid Equiy U39 469 2469 2469 2469 2469 2469 2469  EBITDAmargin on core (%) 87%  120%  125%  116%  123%  125%
Outside equity Interests - - - - - - - - Crop protection EBITDA Margin on core (%) 10.6%  140%  138% 127% 133%  13.3%
Shholders' funds 24049 20436 20467 21215 21527 21968 22703 23544  Seed EBITDA Margin (%) 149%  193%  198%  212%  207%  21.0%

Net Debt (Cash) 1,2471 2963 4626 1733 204.3 5429 4414 380.0
Net Debt (Cash) - Hybrid adj  1,497.1 643.8 7126 5208 5518 890.4 788.9 7215

SOURCE: BELL POTTER SECURITIES ESTIMATES
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
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Expect total return between - Thomas Wakim Healthcare 612 8224 2815 twakim
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Associate Analyst
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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.
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Disclaimers

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
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