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overview

Most Phosphoric Acid Is Used 
in Solid Fertilizers

While producers may sell phosphoric acid, 
it is primarily used as an intermediate 
product that can be upgraded into many 
other downstream products. Approximately 
two-thirds of the world’s phosphoric acid 
is used to produce the concentrated solid 
phosphate fertilizers DAP, MAP and TSP 
(triple superphosphate). About 16 percent is 
used in feed, food and industrial products.

overview

Morocco Is the Phosphate Rock 
Market Leader

Morocco, which has recently adopted a more 
market-driven approach for its phosphate 
industry, accounts for almost 50 percent of 
global phosphate rock exports.

Strong phosphate fertilizer demand has led 
to tight supplies of phosphate rock and 
significant increases in world prices since 
early 2007. The market most affected by 
this is India; because it has little indigenous 
rock, it imports more than 5 million tonnes 
each year, accounting for almost 20 percent 
of global trade. The US is the second 
largest importer. 

phosphate      

World Phosphoric Acid Goes into Many Products

Source: Fertecon, British Sulphur, PotashCorp
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overview

Global Sulfur Prices Spike Upwards

Producing one tonne of DAP requires almost 
half a tonne of sulfur, a commodity that 
has increased in price by over $700/tonne 
in offshore markets since the beginning of 
2007. Sulfur supply in 2007 was reduced 
by unexpected US refinery outages and 
ongoing project delays around the world. 
Concurrently, strong demand from the 
fertilizer industry has pushed growth up by 
an estimated 3.5 percent in the last year. 
China alone increased its imports by close 
to 1 million tonnes. 

Although limitations on North American 
molten sulfur exports have kept domestic 
prices lower than international prices for 
solid sulfur, North American sulfur prices 
have increased by over $550/long ton 
compared to the beginning of 2007.

overview

Chinese Exports Are Needed to 
Meet Import Demand

China emerged in 2007 as the world’s 
second largest exporter of DAP and MAP 
combined, but appears to have created a 
shortage within its domestic market by doing 
so. The Chinese government has attempted 
to dissuade exports by imposing heavy taxes 
on exported phosphate fertilizer products. 
Consequently, more of the world’s supply 
of exported phosphate depends on domestic 
policy decisions within China.

Responding to demand growth and reduced 
exports from China, the US could increase its 
exports in 2008. 

P hosphate     

Global Sulfur Prices Pushed by Supply 
Problems, Demand

Source: Fertecon
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overview

Production Costs Rising for 
Non‑Integrated Producers

Producers that rely on purchased rock have 
had to raise prices substantially for end-use 
phosphate products. For DAP producers, the 
per-tonne cost of rock alone is now more 
than $630/tonne – almost triple the previous 
five-year average for DAP itself. Based on a 
13-fold increase in sulfur prices and higher 
costs for ammonia, production costs could 
rise to nearly $1,120/tonne of DAP. 

overview

US Has Favorable Exposure to Rock 
and Sulfur Markets

Without domestic access to rock, markets 
such as India, Southeast Asia and Europe are 
at a significant disadvantage in the phosphate 
industry. Similarly, large phosphate-producing 
countries that lack domestic sulfur supplies, 
such as China, Morocco and Tunisia, are 
vulnerable to spikes in global sulfur prices. 

With a lower-cost sulfur position compared 
to offshore markets and an ample domestic 
rock supply, most US producers have a 
favorable cost position.

phosphate      

$US/Tonne of DAP

Non-Integrated Producers at Cost Disadvantage

Source: Fertecon, PotashCorp
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overview

Poultry Consume Most 
Feed Phosphates

Phosphoric acid is also used in animal 
feed supplements, which are essential for 
skeletal development and muscle repair. 
Poultry – the largest consumer of feed 
phosphates worldwide – use most of the 
DFP (defluorinated phosphate) and more 
than half of the dical and monocal produced 
in the US. 

Phosphoric acid is used in some cattle feeds 
as a liquid feed phosphate supplement. 
Feed-grade MAP is used in some dairy and 
beef formulations in which nitrogen can 
replace protein. 

overview

Industrial and Food Phosphates 
Have Many Uses

High-quality, low-impurity rock is key to 
producing industrial acid. According to British 
Sulphur, the world market for industrial and 
food phosphates is almost 3 million tonnes 
P2O5 – a number that could grow substantially 
with rising incomes. 

With high-quality rock in North Carolina, 
PotashCorp is a major supplier of industrial 
acid to the industrial and food phosphate 
markets in North America, and our high-
grade industrial acid is used in many 
end-products. 

P hosphate     

US Feed Phosphate Consumption, by Animal Type

Source: SRI, TFI, PotashCorp
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overview

Rock and Sulfur the Primary 
Phos Acid Cost Drivers

Although phosphate rock represented the 
largest cost in the phosphoric acid production 
process in 2007, sulfur has become an 
increasingly significant contributor. Sulfur 
costs rose sharply in 2007 due to curtailed 
supply resulting from US refinery outages 
and delays on new refinery construction 
projects around the world. Phosphate prices 
and margins are also affected by costs for 
other key inputs such as ammonia for 
downstream solid fertilizers. PotashCorp 
phosphoric acid costs are 46 percent variable 
and 54 percent fixed.

overview

Rising Prices for All 
Phosphate Products

As farmers strive to maximize crop yields, 
demand for phosphate fertilizers has grown, 
creating competition for phosphate supply 
and raising the value of all phosphate 
products. Moroccan phosphate rock contract 
prices have more than quadrupled for 2008 
deliveries, and other major rock exporters 
have followed suit. 

Higher phosphate rock and sulfur costs – 
both of which have a particularly strong 
effect on marginal non-integrated producers 
– have driven up Tampa export prices for 
DAP by more than $800/tonne since the 
beginning of 2007.

phosphate      

Composition of PotashCorp Phosphoric Acid 
Costs – 2007

Source: PotashCorp
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outlook

Tight Market Conditions Expected 
to Continue

Expected strong demand combined with 
limited new supply should result in tight 
phosphoric acid markets for at least the 
next three to four years. 

Phosphoric acid expansions – primarily adding 
granulated phosphate capacity – will likely 
occur in China. OCP in Morocco is planning 
to increase phosphoric acid capacity in 2008 
and 2009. New export capacity is expected 
to come on line in Tunisia (late 2009), 
Jordan (2011/2012) and Morocco (2012). 
Construction delays are expected to push 
Ma’aden’s start-up date back from 2010 
to 2012. 

outlook

Global Phosphate Rock 
Fundamentals Are Tight

Driven by strong demand for phosphate 
fertilizer and limited additions to phosphate 
rock capacity, rock markets are expected to 
remain tight for at least the medium term.

Other than Saudi Arabia’s large Ma’aden 
project – which is expected to require years 
of ramp-up time – few new projects are 
scheduled that add capacity to the export 
market. After Ma’aden comes online, price 
rationalization may take place for producers 
reliant on high-cost imported rock.

P hosphate     

New Phosphoric Acid Capacity* vs Demand 

Source: British Sulphur, Fertecon, PotashCorp

Million Tonnes P205, Cumulative Growth
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outlook

Sulfur Expected to Remain Strong 
into 2009

The sulfur market is expected to remain 
tight in 2008, with the potential for further 
delays in bringing on new supply. Beyond 
2008, supply is expected to exceed demand 
as new production comes on stream from 
the Middle East, the former Soviet Union and 
China. The projected surplus in 2009 may 
only be sufficient to restore drawn-down 
inventories, which could keep sulfur markets 
tight through the year.

outlook

Limited New DAP/MAP until 
Ma’aden Comes Online

Outside of China, limited new DAP/MAP 
capacity is expected until the Ma’aden 
project comes online in 2012. 

While China is expected to continue to bring 
on new capacity, factors such as rising 
domestic demand, higher input costs and 
government intervention will probably limit 
export increases. Morocco will likely increase 
granulation production, using excess capacity 
as it brings on new phosphoric acid capacity 
in 2008 and 2009. 

phosphate      

New DAP/MAP Capacity* vs Demand 

Source: British Sulphur, Fertecon, PotashCorp

Million Tonnes Product, Cumulative Growth

* Capacity includes several projects 
 classified by sources as uncertain, and 
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outlook

Long Awaited Ma’aden Project 
Deterred Industry Investment

Ma’aden’s greenfield phosphate project 
has been under evaluation for several years 
and has been a major deterrent for other 
potential investments in the phosphate 
industry. The announced end-of-2010 start-up 
date could be delayed until at least 2012, with 
construction of processing and port facilities, 
site infrastructure and a railway from the 
mine to the DAP plant on the Persian Gulf 
contributing to the delayed opening.

Upon completion, the market impact of 
adding 3 million tonnes of solid phosphate 
capacity could be limited by potential 
closures of non-integrated phosphate 
producers facing the burden of much 
higher phosphate rock and sulfur costs.

strategy

Production Flexibility a Key to 
Gross Margin

Although we are the world’s third largest 
phosphate producer, we are also agile. The 
superior quality of our phosphate rock gives 
us the unique ability to produce the most 
profitable combination of fertilizer, feed and 
industrial products. In 2007, for example, we 
adjusted our product mix to capitalize on 
the turnaround in the solid fertilizer market. 
This led to total phosphate gross margin of 
$433 million, the highest in PotashCorp 
history. We expect considerable improvement 
in gross margin this year, with further 
contributions from our industrial phosphate 
and feed supplement businesses.

P hosphate     

$US Millions

* At June 30, 2008

PotashCorp Phosphate Gross Margin Increasing

Source: PotashCorp
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STRATEGY

Our Phosphate Strategy: 
Product Diversification

Because our phosphate rock is low in 
impurities, we can produce high-margin 
purified phosphoric acid and animal feed 
in addition to solid fertilizers and other 
downstream products. This flexibility enables 
us to vary our product mix to capitalize on 
shifting market conditions.

To further leverage the quality of our rock 
assets, we have begun a $260 million 
debottlenecking project at our largest 
phosphate facility at Aurora, North Carolina. 
The project will allow us to produce an 
additional 180,000 tonnes of phosphoric acid.

strategy

PotashCorp Reserves – High-Quality, 
Low-Cost

PotashCorp has the largest, most economical 
rock deposits among North American 
producers. Our high-quality, low-cost rock 
gives us the ability to produce the most 
diverse product line in the phosphate industry, 
enabling us to compete in markets with 
fewer competitors. The proximity of our 
deposits to our processing facilities also keeps 
production costs down, improving margins

phosphate      

Percentage Based on Product Tonnes

2007 Sales Show Product Diversification Advantage

Source: Fertecon, Mosaic, PotashCorp
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