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Key Points:

- Potash prices have increased over 50% this year compared to the 2020
average

- Producers are benefiting from the market’s tight supply

- 65-70 million tonnes of potash are traded globally per year, a figure growing
2-3% yearly

- Potash supply is dominated by a few key players in the industry

Summary:

- A tight market and strong demand for agricultural commodities are
supporting high prices in potash

- Potential new players in the market might dampen prices in the medium-
term

- Although forecasted demand is strong, there is the production capacity to
satisfy year-on-year demand

Market Movements:

- The Mosaic Company closing the K1 and K2 potash mine shafts at Esterhazy
and resuming production at the Colonsay potash mine will not lead to a strong
increase in capacity

- There is uncertainty around sanctions for Uralkali

- There is scepticism around the BHP/Nutrien partnership

- Anglo American’s Woodsmith project would need to establish/reset the
polyhalite market

- EuroChem, Uralkali and other producers will be introducing new potash
capacities in the midterm

The panel discussed key issues in the potash industry, from its market pricing to
current potential new projects such as the BHP Jansen project and Woodsmith
Anglo American project. Key projects from Kore Potash and EuroChem were also
discussed.



The conversation started with Mike Armitage from SRK Consulting giving an
overview of global potash deposits, types of potash and its use. This was followed by
a discussion of the current status of potash in the market where David Riley led the
conversation and underlined that the market is supportive of price increases and that
potash prices are most likely to remain high with demand driven by the robust
agricultural seasons. However, there is a disconnect this year between the spot and
the contract prices, as contract prices were locked in earlier in the year. He added
that it is a concentrated industry on the supply side and producers are currently
benefiting from the tight supply. David added that the Mosaic Company closing the
K1 and K2 potash mine shafts at Esterhazy and resuming production at the
Colonsay potash mine will not lead to a significant increase in capacity. He also
discussed the impact that the political situation in Belarus could have on potash

supply.

The floor was open for Brad Sampson to discuss Kore Potash’s projects in the
Republic of Congo. Sampson mentioned how Kore Potash’s projects are cost-
efficient as they are shallow, use gas as their main power source and are 15-25km
away from ports which makes shipping more efficient.

Lawrence Berthelet continued to speak about EuroChem’s projects. Lawrence
mentioned that EuroChem has three assets at different stages of development — with
Usolskiy being a low-cost producer with a proven deposit and some expansion
capacity. He also mentioned that VolgaKaliy has substantial reserves and that
EuroChem is currently completing some treaties in the area. Lawrence noted that
SaratovKaliy is the next project within EuroChem’s portfolio with large reserves. He
added that the project is currently undergoing exploration, completing 3D-seismic
and a feasibility study. Lawrence concluded by stating that the Russian potash
market is promising and also briefly mentioned the differences between exploring
potash in Canada and Russia. With Russian projects being economically attractive
on both CAPEX and OPEX cost per ton.

When asked about new projects coming to the market —the BHP and Nutrien
partnership in particular, Lawrence underlined that BHP has been looking for a
partner for a while and this move would make sense. Adding to his thoughts, David
stated that had BHP entered the market independently it would affect the CAPEX
umbrella quite differently. He added that BHP integrating with a partner will support
potash prices as Mosaic/Nutrien prioritise price over volume to keep the market
tight. BHP coming independently as a significantly sized producer and a new
competitor on major markets would weigh on prices in the medium term.

Anglo American’s Woodsmith project was discussed with Lawrence briefly
commenting that the capital needed for the project was worrying and that he was
unsure how its product would compete with MOP as it will be a different player than
a regular MOP in the market. With David adding that polyhalite is essentially a
different product. Such a large project would need to establish/reset the polyhalite
market. As the author of the competent person’s report, Mike Armitage added that
there are challenges in the project but there is a reliable resource estimate.

Brad proceeded to add that Kore Potash’s Kola project was fully approved in 2019
and is currently raising capital with the advantage that they are raising it through
financing and not debt which gives them the option to not go through shareholders



for funds. He also spoke about the DX project which is a solution mine that uses
salty water to dissolve potash.

Potash contracts and their lengths were discussed by most parties while the BHP
Jansen project was also further explored. On the latter, the magnitude of it was
discussed by Brad who raised that it would require an enormous capital cost (in the
range of 6 billion dollars) whilst also noting the challenges of new players
establishing themselves in the potash market. He concluded by commenting that
BHP is recognising the opportunity but proceeding with caution. While Lawrence
added that it is important to have the distribution, storage, and the right infrastructure
for these types of projects, as well as logistics, which investors are not always
conscious of.

David also added that BHP will not be the only potential additional player with high
potash capacity coming into the market, as both Uralkali and EuroChem are bringing
on new capacities. He also mentioned that although forecasted demand is strong
due to demand fundamentals, there is the production capacity to satisfy year-on-year
demand. David also briefly touched on SOP projects in Australia.

Concluding the discussion, the moderator gave some remarks and highlighted that
the discussions largely revolved around the BHP Jansen project and added that
potash prices are something to look out for as we emerge from the pandemic.



