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' Whatis Yara?




Yara is the leading global
manufacturer of fertilisers...
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4 Yars opecabed beemmealy and

. Fertilizers . Industrial products & solutions % = total sales 2016/ sales figures in mill. tonnes

1) Including TAN and CN- Including companies’ share of JVs 2016YE
2) Compound NPK, excluding blends

3) 2016/2017 season volume
¢ *Ammonia trade not included in chart above

Global #1in Nitrates'

7.4

Yara Eurochem  Ostchem  Uraichem  Borealis
Global #1in NPK?
53

Yara C. mandel Gresik Iffco Phosagro

Fertilizer product portfolio®

NPK blends Standard products

19% (Urea, UAN,

Ammonia)

34%

Speciali Differentiated

. v products (CAN, AN)
(CN, Compound 0

NPK, Fertigation) 21%

26%

/'3



...with a number of important strengths... /

e Fully integrated business model E :
nergy prices

e Significant industrial business (AdBlue)

. . . . == TTF USD/Mmbtu Yara European Price
built on the back of fertiliser industrial HH USD/Mmbtu  Yara global price

rocess
P 12
» Advantage of being a large scale global
producer (raw material sourcing, plant 10
optimisation)
8
6
4

2013 2014 2015 2016 2017

/4



S. W. MITCHELL CAPITAL

... and a strong (but cyclical) /
long-term financial record.

Income statement (NOKm) 2009 2010 2011 2012 2013 2014 2015 2016 2017
Sales 61418 65312 80352 84509 85052 95342 111897 97170 93812
EBIT 1374 6295 10882 10976 8181 10716 11064 7783 4437
Net income 3783 8668 12066 10601 5748 7712 8086 6360 3947
Free cash flow 5842 3235 4162 8969 2256 -1217 2690 445 -5197
Capital employed 37366 37695 41900 42800 51117 72755 81694 84458 91827
ROIC 10% 23% 29% 25% 11% 11% 10% 8% 4%

Return on gross investments (CROGI*) - YAR * Yara has delivered strong returns

CROGI (%) Gross investment (NOKbn) historically, with a CROGI of 13.5%

25 - oy - 160

on average (ex. special items)

- 140
20 -
- 120 A
100 * Returns have exceded 10% in 11 out of 14
15 1
10
>\ Cyclical trough?
5
0 * CROGI (Cash Return On Gross Investment) is defined as gross cash flow, divided by average gross investment
2004 2006 2008 2010 2012 2014 2016 and is galculated ona 12-.month rolling basis. "Gross'cash flow’ iLs defined as EBIT]?A lesg total tax expense,
excluding tax on net foreign currency translation gains/ losses. ‘Gross Investment’ is defined as total assets
I CROGI (clean) = = = 14Y average Gross investment, 12m rolling (exclusive of deferred tax assets, cash and cash equivalents, other liquid assets and fair value adjustment

recognized in equity) plus accumulated depreciation and amortization, less all short-term interest-free
liabilities, except deferred tax liabilities. On segment level, cash and other liquid assets are not excluded from
‘Gross Investment’.Source: Company accounts, Bloomberg, Pareto Securities Equity Research
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Yara share price falls on the back of /
unusually weak fertiliser demand...

Global urea capacity additions excl. China

m tonnes Urea (USD/tonne)  Fig4: Regional urea prices
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2013 2014 2015 2016 2017 2018e 2019e 2020e 2021e 2022e Hlack Sea USS FOB priled s U5 Gull U580 FOB priled
BN Other BN USA mmm Algeria B [ran o Russia B India Urea China USSN FOB prilled s Pgypl gramubr USSR FOR

e Newbuild parity = 320 USD/tonnes
 Peak urea prices have been well above USD 600/tonne

* 4.5 year lead time on a new plant that is built today

Source: Redburn, Bloomberg, CRU
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...and falling profits. /

Income statement (NOKm) 2015 2016 2017
Sales 111897 97170 93812
EBIT 11064 7783 4437
Net income 8086 6360 3947
Free cash flow 2690 445 -5197
Capital employed 81694 84458 91827
ROIC 10% 8% 4%
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Urea demand remains far below trend /
whilst supply growth slows.

Mid-cycle prices While 2/3 of ammonia capacity is more than 30 years old
USD/tonne (46% N) Utilisation rote (%) Most likely require replacement capacity on top of demand growth
600 - 920 Global ammonia capacity ex China (Urea, m tonnes)
- 90.0 = tonnes

0 - P There are argurnents for a lower
500 | 88.0 ::“:"" Fw0P®  than hstoric growth rate going
. 86.0 = e - foeward, with dechining relative
840 & North Ameris population growth, nutrient
’ S Wiet Cotoos efficiency, 1ess SUPpOLtive grain
- 82,0 w -
80.0

u Americas Other  PICINE and lower investments
200 - 78,0 20
- 76.0
100 - 740 0 -
l l l " 720
- . - 70.0 o

5 Other in the bicfuels sector,
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018e 2020e

400
300

» Corwersely, the nitrcgen
industry is aging, 2/3 of the
IMMON CIPICItY WIS
constructed more than 30 years
240 Thus most Lhely be reed for
some replacement capecity on
top of demand growth.

o

40y 30-20y 20-30y 10-30y 010y

. Urea prilled fob Black Sea (USD/ton) e tilization Rate

Source: Pereto
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" The Yara Improvement Programme




Yara aim to increase EBITDA by at /
least $500m per annum by 2020.

* 10% greater production efficiency
e 25% lower fixed costs
* 30% lower variable costs

* 35% from higher volumes
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Combined with capacity expansion /
this could add $1.1bn to 2020 profits.

* Yara should make $1.1bn extra profit from Improvement Programme and CAPEX
* The company generated $1.4bn EBITDA in 2017

* Without any cyclical upturn the share would trade on 5x EBITDA
versus 8x for competitors
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Yara could sell the industrial division;

* The industrial division could be worth 25% of the market cap
yet makes 12% of group EBITDA

Source: Pereto

Industrial valued about USD 3.9bn
Albeit complex to sell, as it is integrated in existing sites (e.g. Ad Blue)

Per share (2020e)

EV based on 2020e

EV (USDm) EV pet shaew (NOK)

4,500 140

4,000 449 3,879 . 14 119
3500 - o 2

ol . wo -

2,500 4 80

2,000 - 0

1,500 -

1,000 A4 27

= Il ~ I
0 0 4
Nase Frvironmental Mining Industrial BV - Industrial Base Emvironmental Minng Incustnial  EV - Industral
Chemicahy solutloms  Applcatioes  Applikations Chemicals Solutions  Applications  Appications
V/ENTDA INTDA (USDm) Vv (UsDm)
2015¢  2020e 2018c  2019¢ 2020 2019 2020c  p At current estimates, Industrial

BaseChemicals 10.0x 10.0x 80 4 88 842 884 —

tnviroamental Solutions 125% 125 8 118 147 1,478 1839 account for ~13% of EBITDA,
Mining Applications 8.5x 8.5x 16 ss 83 469 06 while applying peer multiples
Industrial Applications 9 0x 9.0x " a2 %0 s Las . .

EBITOA - Industrial (USDm) 106%  10.5% 208 299 369 3,164 3,879 we find fair value of USD 3.9bn

(corresponding to 31% Mcap)

USDNOX s RS

EV (NOKm) 26416 32,387

Shares 273 73
[Per share 97 119

/
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Yara could save a further $500m from /
the improvement programme.

They could also sale and leaseback ports and terminals

P’W Supply Chain is a global function responsible for optimization of energy,
PN £ raw materials and third party sourcing, as well as logistics and customer

service centers.

Supply Chain

Source: Yara Financial Report 2017
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Valuation highly compelling. /

$bn EPS ($)

2017 EBITDA 1.4 1.8
with extra capacity and improvement programme 3.0 5.1
with extra cost cutting 3.5 1.3
at $430 urea price 13.1
PER 3.6x
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