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FACTORS BEHIND DEMAND FOR FERTILISERS

Fertiliser Demand

Pize Non-price
faciors factors

Input prices:
*Weather

-Fertllls_er Output prices: L
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(seeds, » Seeds
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[ENSURING FOOD SECURITY.




Fertiliser Availability

Opening stock + Production + Imports

SUPPLY CONSTRAINTS

Production

e Technical / equipment
problems

e Feedstock / raw material
shortage

e Power problem

e Marketing problem

e Labour problem

e Govt policies

 Tight availability
- Production problems
- Bad weather
- Congestion at ports
* High International
Prices




DEMAND —- SUPPLY OF FERTILISERS
INDIA

CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT
OF N ( MILLION TE) — PAST TREND

Year Consumption | Production | Surplus(+)/ Import
Deficit(-)




CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT
OF P,O; ( MILLION TE)- PAST TREND

Consumption Production | Surplus(+)
/Deficit(-)

1951-52 0.007
1961-62 0.061
1971-72 0.558
1981-82 1.322
1991-92 3.321
2001-02 4.382
2005-06 5.204
2006-07 5.543
2007-08 5.515
2008-09 (Est.) 6.622

) 74V,

CONSUMPTION, PRODUCTION, SURPLUS/DEFICIT
OF K,O (‘000 TE) — PAST TREND

2006-07 2.335
2007-08
2008-09 (Est.)

Note: Entire requirement of potash is met by imports.
There is no known source of potash in the country.




RECENT DEVELOPMENTS
THE FERTILISER SECTOR

Surge in demand

Stagnation in capacity and production

Growing deficit between production and consumption
Large imports

Imports at skyrocketing international prices till
September 2008

High subsidy bill in 2008-09

CONSUMPTION OF FERTILISER
NUTRIENTS (N+P+K)

High growth
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GROWING IMPORTS
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COST OF IMPORTS :
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COST OF IMPORTS:
RAW MATERIALS/ INTERMEDIATES
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SUBSIDY BILL ON FERTILISERS
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* = Plus, Rs. 7,500 crore given in the form of special securities.
** = Plus, Rs. 20,000 crore granted in the form of special securities.
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DEMAND PROJECTIONS

Objectives of the GOI

To make fertilisers available:
- at right place
- in right time
- in required quantity

Need for Realistic projections of demand
- Overestimation leads to glut
- Underestimation causes scarcity

GLUT OR SCARCITY - CONSEQUENCE

High Inventory - Leading to:
High i . Higher Import - Leading to:
- Al InvEnien) G| -High international price

cost
-Addl burden on exchequer
- Liquidity crunch :

- Deterioration in quality
of fertilisers due to long
period of storage

Non-availability of Ferts
in time — resulting in :
- Less farm yield

11



IMPORTANCE OF DEMAND FORECAST

Planning and Decision making
Production planning
Import planning
Movement planning ( Requirement and allocation of
wagons)
Warehousing ( CWC, SWC, FCI and private
agencies)
Planning for availability of feedstock / raw materials

PREREQUISITE OF A GOOD ESTIMATE

Unbiased ness

Consistency

Efficiency

Sufficiency
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METHODOLOGIES OF DEMAND
PROJECTIONS BY VARIOUS AGENCIES

1. Roy L.. Donahue (1966)
— Districtwise crop acreage x fertiliser recommendation
2. Donde and Brown (1972)

- Variables used — Districtwise data on area under crops,
irrigated area, farm harvest prices, agricultural
technology

Methodologies — (a) Time series, (b) Multiple regression

3. National Commission on Agriculture (1976)

- (@) Replenishment of nutrients removed by crops
(b) Area under crops and recommended doses
(c) Demand for agricultural prodn and response rate of
crops to addition of fertilisers

4. NCAER (1978)

- Household sample survey (Continued)

METHODOLOGIES OF DEMAND
PROJECTIONS BY VARIOUS AGENCIES
(CONCLUDED)

National Centre for Agricultural Economics and Policy Research
(NCAEPR) (2005)

- Normative approach
- Positive approach

Demand projections by Department of Agriculture
NIC — ARIMA, Neural Nework

FAI

- Population nutrition method

- Food grains target approach
- Multiple regression




SUMMARY OF DEMAND FORECASTS OF
FERT. NUTRIENTS (N+P+K) BY VARIOUS
AGENCIES - XI PLAN WG (MILLION TE)

2007-08 2008-09 2009- | 2010-11 |2011-
10 12

Forecast

2 S I I B B

1.Populati- 23.88 24.67 2547 | 26.27 | 27.01
on nutrition

2.Foodgrains 23.23 24.73 26.28 | 27.86 | 29.49
target

3. Multiple 23.13 24.09 25.04 | 25.96
regression

ING FOOD SECURI]

DEMAND FORECAST BY FAl
REVISED IN JUNE 2009

2007-08
(Est.)

2010-11
2011-12
201213
201314




PROJECTIONS OF SUPPLY -
METHODOLOGIES

Domestic production
(a) Contribution from existing plants:

- Current normal level of production. Scope for
improvement in efficiency in future. Revival of idle plants.

(b) New plants
- Capacity addition according to date of commissioning
- Apportionment of production according to date of
commissioning

- Work out projections of production according to the
capacity utilization of the respective feedstock / raw materials

Supply from joint venture
Import

NSURING FOOD SECURITY.

DEMAND AND SUPPLY OF FERTILISERS
- HIGHLIGHTS

Nitrogen

» Total demand for N is expected to increase at an annual rate of about
2.6% from 15.57 Mte during 2009-10 to 17.22 Mte during 2013-14.

« Total supply of N is to increase by 2.9% per annum, from 13.10 Mte
during 2008-09 to 13.86 Mte during 2011-12. Thereafter, growth will be
significantly high. India may be self-sufficient in N by 2013-14 if planned
projects are implemented

» Total deficit of nitrogen will progressively reduce from 2.47 Mte during
2009-10 to 1.87 Mte during 2012-13. During 2013-14, there may be

surplus N by 1.4 Mte




DEMAND AND SUPPLY OF FERTILISERS
- HIGHLIGHTS

Phosphate
» Total demand for P is expected to increase at an annual rate of about
4.1% from 7.03 Mte during 2009-10 to 8.27 Mte during 2013-14.

» Total supply of P is to increase at an annual rate of 4.9% , from 4.13 Mte
during 2009-10 to 5.00 Mte during 2013-14

» Total deficit of P will increase from 2.90 Mte during 2009-10 to 3.27 Mte
during 2013-14.

FORECAST OF DEMAND, SUPPLY
BALANCE OF FERT NUTRIENTS
(MILLION TE)

Demand | Supply *| Surplu| Demand | Supply | Surplus| Dem
s(+) (+)
/Deficit /Deficit(-
Q) )

Note : K,O demand is entirely deficit, as there is no known source of potash in the country. g
* = Includes supplies from Indo-Oman Joint venture and urea projects planned
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( Million tonnes )

WORLD SUPPLY /
DEMAND BALANCE

RANK OF INDIA IN WORLD CONSUMPTION
OF FERTILISER NUTRIENTS (N+P+K)
2006-07
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SHARE OF MAJOR FERTILISER CONSUMING
COUNTRIES - 2006-07

WORLD DEMAND OF FERTILISERS - HIGHLIGHTS

Nitrogen

» World total demand for N is expected to increase at an annual rate of
about 2.8% from 126.9 Mte during 2009 to 141.7 Mte during 2013. Out of
this, fertiliser demand is expected to increase from 101.0 to 110.36 Mte
during the period

« Total supply of N is forecast to increase at an annual rate of about 3.7%,
from 133.5 Mte during 2009 to 154.7 Mte during 2013.

» World surplus of nitrogen will increase from a total of 6.6 Mte during 2009
06 to 13.0 Mte during 2013.
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WORLD DEMAND OF FERTILISERS - HIGHLIGHTS

Phosphate

* The global P,O;demand is projected to expand at an annual rate of
5.1 percent, from 36.0 Mte during 2009 to 43.8Mte during 2013. Out of

this, demand for fertiliser is expected to increase from 30.1 to 37.1 Mte
during the period.

* The global P,O; supply is forecast to expand at an annual rate of 4.2

percent, from 39.8 Mte during 2009 to 46.9 Mte during 2013.

* The total P,O;surplus is expected to decline from 3.8 Mte in 2009,
to 3.1 Mte during 2013.

NSURING FOOD SECURITY.

WORLD DEMAND OF FERTILISERS - HIGHLIGHTS

Potash

World total potash demand is projected to expand at an annual rate of
5.3 percent, from a total of 28.5 Mte during 2009 to 35.0 Mte during 2013.

Out of this, demand for fertiliser is expected to increase from 24.9 to
31.0 Mte during the period.

» The supply of potash is to increase by 5.5% from a total of 38 Mte during
2009 to 47.0 Mte during 2013

» The total K20 surplus is expected to increase from 9.5 Mte in 2009,

to 12.0 Mte during 2013.
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WORLD SUPPLY, DEMAND BALANCE - N
(MILLION TE)
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WORLD SUPPLY, DEMAND BALANCE - P
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WORLD SUPPLY, DEMAND BALANCE-
K,O (MILLION TE)

I s i
W W s i

SUPPLY — DEMAND BALANCE INFLUENCES
INTERNATIONAL PRICES
« International prices of fertilisers depend upon the global supply- demand
balance. If demand is strong, then supply-demand balance determines
prices rather than cost of manufacture.

« If demand is weak, cost profiles of major exporters influence the floor price.

 Low cost exporters continue to drop prices until their cash costs are
covered.

*Surge in demand and tight availability led to sky rocketing international
prices in the past few years.

«During 2008-09, average CFR India price of Urea touched US$ 515 as
against US$ 86 per tonne in1999-2000. Average CFR India price of DAP US$
907 as against US$ 206 per tonne in1999-2000

* As a result of global meltdown, international price of Urea reduced to US$
290 per tonne and that DAP US$ 367 per tonne in April 2009 7
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