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FIRST QUARTER 2021 EARNINGS COMMENTARY 

MAY 3, 2021 

Management of The Mosaic Company provided the following commentary to 
accompany its first quarter 2021 earnings news release and performance data:  

 

Mosaic delivered excellent results in the first quarter of 2021. The first quarter 
reflected the company’s ability to meet customer demand and capitalize on 
elevated nutrient prices to generate significant adjusted EBITDA growth, despite 
rising input prices. 

For the first quarter of 2021, net income totaled $157 million, compared to a loss 
of $203 million in the same period a year ago. Adjusted EBITDA was $560 million 
compared with $234 million in first quarter of 2020. Earnings per share (EPS) was 
$0.41, and adjusted EPS, excluding notable items, was $0.57. This compares to 
the first quarter 2020 loss per share of $0.54 and adjusted loss per share of $0.06. 

Adjusted EBITDA in the first quarter of 2021 was the highest first quarter total 
since the company transitioned to a calendar fiscal year in 2013, reflecting the 
company’s improved cost position, favorable markets, and the addition of Mosaic 
Fertilizantes. 
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Global agriculture market fundamentals are strong. Corn prices are up 138 
percent and soybean prices up 85 percent over the past twelve months, 
reflecting robust demand and lower stocks. Crop prices continue to point to 
attractive farmer economics that are expected to drive increased acreage and 
a focus on adequate crop nutrition. Fertilizers remain very affordable in most 
growing regions around the world.  

In China, corn and soybean prices have rallied to the equivalent of $11 per 
bushel and $17 per bushel, respectively, reflecting accelerating local demand. 
To meet this demand, global purchases have increased dramatically, and 
domestic growers are raising application rates of key nutrients like phosphates 
and potash to drive yields higher.  
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Fertilizer markets also remained strong during the quarter, a trend that is 
expected to continue. The phosphate market has benefited from growing 
global demand and low producer and channel inventories, which continues to 
be reflected in elevated prices. U.S. phosphate prices are now at parity with 
prices outside of the U.S. as global prices strengthened through the recent 
application season. In potash, North American corn belt prices increased 22 
percent during the quarter, while outside of North America, India recently 
signed a contract for $280/tonne, up nearly 22 percent from the prior 
contract. In Brazil, spot prices for granular MOP rose 35 percent from the end 
of 2020.  

Demand for both phosphate and potash remains solid in most growing 
regions. In China, domestic crop prices continue to incent nutrient application 
to drive higher yields. In India, while a favorable monsoon, above-average 
reservoir levels and good crop prices are incenting growers to maximize yields, 
higher prices for fertilizers, after factoring in subsidies, may negatively impact 
overall demand.   
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On a global basis, including volumes from our Brazilian distribution business, 
distribution sales totaled almost 9.8 million tonnes in the twelve months 
ending March 2021, up 18 percent from the prior year period. 

Mosaic’s China and India distribution businesses, have seen volumes grow to 
over 2.25 million tonnes in the twelve months ending March 2021, up 56 
percent over the prior year comparative period.  Volumes in the first quarter 
of 2021 were 113 percent higher than the prior year period.   

Globally, average distribution margin per tonne increased to almost $40 in the 
current period, up almost 10 percent from the prior year period due to 
economies of scale and fertilizer price increases in these markets.  

These businesses support Mosaic’s participation in three of the largest 
fertilizer markets in the world, while the lower capital intensity allows us to 
generate returns on invested capital above 30 percent in current market 
conditions.  
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Mosaic continues to lead the industry in environmental, social and governance 
performance, and our efforts are being recognized. This year, in addition to 
being named to Barron’s list of the 100 Most Sustainable Companies, Mosaic 
was also the 2020 winner of the prestigious Robert W. Campbell Award by the 
National Safety Council, which honors companies that achieve business 
excellence through the integration of EHS management into business 
operations. 

We are continuing to make progress toward our 13 ESG targets, which were 
introduced in 2020, and have increased our focus on accelerating our diversity 
and inclusion activities. 

We’ve continued to make progress on soil health initiatives.  Last year we 
announced two partnerships. Our partnership with Anuvia has already begun 
production of Sus-Terra, a product that includes biomaterials to enhance soils, 
while the second partnership with BioConsortia is developing a nitrogen-fixing 
biological. In the first quarter of 2021, we announced two more partnerships, 
with Sound Agriculture and AgBiome, focused on new biologicals.  All of these 
initiatives are aimed at driving our mission to help the world grow the food it 
needs by increasing soil health and improving fertilizer utilization, which will 
benefit both farmers and the environment.  
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Mosaic’s financial position continues to strengthen. Our total liquidity was 
over $3.4 billion at the end of the quarter, including $692 million of cash, $2.2 
billion of committed lines of credit, and $500 million of other available lines. 
We continue to target long-term debt reduction of $1 billion over time, 
beginning with the $450 million tranche that matures in November of this 
year. In addition, Mosaic recently raised its annual dividend target by 50 
percent.  

Seasonally, the company builds working capital in the first quarter, but a 
smaller than typical impact from inventory increases in the quarter was offset 
by customer prepayments in Brazil.  
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Mosaic Fertilizantes delivered $90 million in operating earnings and $104 million 
in adjusted EBITDA in the first quarter of 2021. This compares to $29 million and 
$68 million, respectively, in the same period last year. In the quarter, higher 
prices were the primary driver behind the increase in gross margin per tonne to 
$50 from $32 in the prior year period, more than offsetting the impact of cost 
inflation. 

Inflationary impacts on year-over-year Brazilian real based cash costs have been 
substantially offset by benefits of a weakening Brazilian currency.  U.S. dollar cash 
costs of phosphate conversion were $65 per tonne in the first quarter of 2021, 
down from $69 per tonne in the prior year period, as transformation benefits 
offset a lower operating rate. U.S. dollar cash costs of mined rock were $72 per 
tonne, up from $70 per tonne in the prior year period, as lower mined volumes 
and rock mix shifts at Araxa offset transformation benefits in the quarter.  The 
company expects both operating rates and mined volumes to revert to normal 
levels in the second quarter.   

Farmer economics in Brazil remain attractive, and the relative stability of the 
Brazilian real is expected to underpin grower confidence in the current 
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environment. Mosaic Fertilizantes’ fixed costs should benefit from the lower 
currency, though inflation may offset some of the positive impact. 

While Covid continues to create risks in Brazil, the company remains diligent in its 
execution of safety protocols to protect its workers against spread.  During the 
first quarter, there were no disruptions to ongoing operations or logistics due to 
Covid. 
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 The Phosphate Segment reported operating earnings of $153 million in the first 
quarter of 2021 compared to a loss of $107 million last year. The segment 
generated adjusted EBITDA of $271 million during the quarter, almost a 9-fold 
increase over a year ago. The segment benefitted from improved prices and lower 
per unit conversion costs, partially offset by higher input costs. For the first 
quarter, gross margin per tonne was $84, compared with a loss of $43 per tonne 
in the first quarter of 2020, or a loss of $41 per tonne on an adjusted basis.  

Raw material prices have increased during the quarter, and the increase is 
expected to add $30 to $35 per tonne in incremental costs in the second quarter. 
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The Potash Segment generated operating earnings of $125 million in the first 
quarter of 2021, compared to $94 million in the year ago period. The segment 
delivered $212 million of adjusted EBITDA and gross margin per tonne of $71, $82 
on an adjusted basis, during the quarter. This compares to adjusted EBITDA of 
$175 million and gross margin per tonne of $57, or $69 on an adjusted basis, in 
the first quarter of 2020. 

Cash cost per tonne excluding brine management during the quarter averaged 
$64, up from the prior year period average of $57, mainly reflecting adverse 
foreign exchange rates, and a production mix shift at Esterhazy leveraging the 
higher cost K1 and K2 shafts to meet the increased product demand. Esterhazy 
costs of production will continue to decline as K3 ramps up and K1 and K2 are 
decommissioned. Higher resource taxes and natural gas prices also added $1 to 
$2 per tonne in costs. Despite these headwinds, the segment continues to make 
progress toward its 2023 targets. Brine management cash costs declined to $15 
million from $21 million in the prior year quarter as development of K3 nears 
completion.  
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We expect to continue realizing the benefits of market price improvements, 
particularly in phosphate. Our typical 60-day lag between market price 
changes and their appearance in our results implies that we expect to report 
phosphate prices improving by an additional $80-90 per tonne sequentially in 
the second quarter of 2021. In potash, pricing also continues to improve, and 
we expect to see a sequential improvement of $20-$30 per tonne in the 
second quarter. 

Phosphates raw material costs have also increased.  Sulfur contract prices in 
the second quarter are double the first quarter’s, as molten sulfur has been 
limited due to U.S. Gulf of Mexico refinery curtailments because of the Covid-
19 pandemic.  These higher sulfur prices are expected to flow through cost of 
goods sold beginning in May. Second quarter volumes are expected to be 
impacted by limited sulfur availability, but somewhat mitigated by the increase 
in the proportion of prilled sulfur used in production. In the second quarter, 
we expect a sulfur shortage of 80,000 to 100,000 long tons, which could 
reduce output by up to 250,000 tonnes of finished product. However, looking 
beyond the second quarter, we expect refinery performance to improve and a 
de minimus production impact for the remainder of the year. 
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Mosaic’s cost transformation and investments in the business over the last 
several years have created significant earnings power. We have shown an ability 
to meet customer demand and generate shareholder value by driving down 
production costs under our control, lowering our capital intensity, and improving 
our competitiveness across the entire business, before taking into account the 
additional benefits of favorable agricultural markets. These efforts position us to 
continue strengthening the balance sheet, returning capital to shareholders, and, 
when appropriate, making efficient value-add investments in the business.  
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