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Tarred With the Same Brush

It looks to us like equity markets are trading P&K prices that are a big step down
from current spot prices. Markets are fretting over a long litany of potential negative
developments such as further declines in agricultural commodity prices, a persistently
strong dollar, fallout from a slowdown of the Chinese economy, and the start-up of
large greenfield capacity by a few new entrants. Those are legitimate concerns, but
it also looks like equity markets are discounting potential positive developments and
unfairly tarring plant nutrients with the same brush used on many energy and hard
commodities. This issue of Market Mosaic lays out reasons why P&K fundamentals
look stronger to us than what equity markets are trading today.

We draw three main conclusions from our read of markets. First, unlike some of
the energy and metals markets, we see recent declines in crop prices as the result
of normal weather-driven volatility rather than a structural change in agricultural
commodity markets. Crop prices are expected to continue to vary within an elevated
range in response to the whims of Mother Nature. We see no chronic imbalance in
global grain and oilseed markets. Most importantly, the long term food story, while
not in vogue today, still looks solidly intact and underpins a positive outlook for plant
nutrient demand.

Second, we see the drop in potash prices this year mainly as the result of the
combination of large channel inventory builds last year and the collapse of several key
potash currencies. This differs from conventional explanations that point to massive
excess capacity as well as anemic demand. We expect that potash prices will stabilize
at levels greater than what equity markets are trading today when channel inventories
get worked down (most likely by the end of this year), when macroeconomic
conditions calm down, and when the market figures out that current operational
capacity is much less than nameplate capacity and that material supplies from large
greenfield projects are at least two to four years out.

Finally, we think equity markets continue to discount the positive phosphate outlook.
Unlike most other commodities, phosphate stripping margins today are greater than a
year ago as a result of steady product prices and significant declines in raw materials
costs. Stable margins this year are undergirded by steady demand and several
changes on the supply side of the ledger. We expect that equity markets will take
note at some point.

Weather-Driven Volatility -- Not a Structural Imbalance

Agricultural commodity prices are trading well below the extraordinary peaks of the
past several years, but recent declines have resulted largely from normal weather-
driven volatility rather than a structural imbalance in agricultural commodity markets.
This is not the 1980s farm crisis.

The charts below show that global grain and oilseed inventories rise and fall largely
as a result of variations in yield. Global stocks dropped for three straight years from
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2009/10 to 2012/13 due to a string of below-trend yields. As a
result, prices for many grain and oilseed crops climbed to record
highs during the 2012/13 crop vyear.

*... recent [agricultural commodity price] declines
have resulted largely from normal weather-driven volatility

Farmers responded by planting more area and applying more
technology to crops. That coupled with a more cooperative
Mother Nature resulted in yields well above trend in both 2013/14
and 2014/15. GClobal grain and oilseed production took a giant
step up. For example, the global harvest had never exceeded 2.8
billion tonnes prior to 2013/14, but production has averaged 3.0
billion tonnes during the last three years. As a result, crop prices
have declined in response to the rapid rebuilding of inventories
during the last two years. Crisis averted for now.

The latest USDA estimates put the 2015/16 average yield just
a whisker below trend. Not surprisingly, global inventories are
projected to shrink a little bit this crop year. Put another way,
demand is projected to gobble up the second largest crop the
world has ever produced. The giant step up in grain and oilseed
production that resulted in significant stock builds just two years
ago now is required to meet demand.

A farming-with-spreadsheets exercise demonstrates the wide
range of potential outcomes for the 2016/17 crop year. The chart
shows projected grain and oilseed stocks at the end of 2016/17
for extreme yield assumptions. The low end of the range assumes
an average yield equal to trend less the largest negative deviation
from trend since 2000/01. The high end of the range assumes
a yield equal to trend plus the largest positive deviation since
2000/01. In short, we are one blockbuster harvest away from a
farm crisis (the market bias today) and one disaster away from a
food crisis (not a concern today despite the Godzilla El Nifio).

New crop prices for 2016/17 continue to trade at moderate levels
with corn, soybean and wheat prices in $4, $9 and $5 per bushel
range, respectively. Markets are expected to bid for enough acres
to prevent a large de-stocking. Indeed, very early estimates of
2016 U.S. acreage indicate that farmers likely will plant as many or
even more acres to the major crops next spring.

2015 2016 2016
Crop USDA Farm Futures SR {eI{nE]
Mil Ac (Oct Est) Sep Est (Oct Est)
Corn 88.4 90.8
Soybeans 83.2 83.9
Wheat 54.6 54.0
Cotton 8.6 9.6

Finally, the long term food story is not in vogue today, but it still
is intact. This analysis and our long term models indicate that
farmers will need to harvest more area and increase yields at
trend rates or more year after year in order to meet projected grain
and oilseed demand. There is no long term structural imbalance
in global agricultural commodity markets.

Not Oil or Iron Ore

Agricultural commodity fundamentals differ from key energy and
metals fundamentals. Recent developments such as advances
in hydraulic fracturing technologies, a shift in OPEC strategies,
over-investment in new capacity, and a slowdown in the Chinese

rather than a structural imbalance in agricultural commodity markets.”
- Dr. Michael R. Rahm
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economy have caused structural changes in some energy and
metals markets.

For example, the chart below shows that oil and iron ore prices
have dropped more than corn, wheat and soybean prices since the
beginning of 2014. Prospects for a quick rebound in energy and
metals prices look less likely than a fly-up in agricultural commodity
prices due to steady food demand growth as well as the vagaries of
Mother Nature.
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The slowdown in the Chinese economy has contributed to the
meltdowns in metals and energy markets this year, but any fallout
on agricultural commodity markets looks unwarranted to us.
China may build fewer bridges and skyscrapers, but the Chinese
population will not stop eating. Soybean imports provide a good
example. Chinese imports are forecast to continue their steady and
steep march upward. The latest USDA estimates indicate that China
will import close to 80 million tonnes of soybeans this crop year, up
from 77 million last year, up from just 70 million two years ago, and
double the level just seven years ago.
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Positive P&K Demand Outlook

Some analysts project a drop in P&K demand due to the litany of
concerns noted above. Our assessment is that farmers worldwide
will apply more phosphate and potash to their crops this year, but
some of the tonnage will come from a build of channel inventories
last year.

The most recent estimates from the International Fertilizer Industry
Association (IFA) indicate that farmers indeed will use more P&K
this year. Forecasts released last May show that global phosphate

use is projected to increase 1.1% or 450,000 tonnes P,Os this year
(equal to just less than one million tonnes of DAP). That comes on
the heels of a 2.5% or 1.01 million tonne gain in 2014 (equal to 2.2
million tonnes DAP). In the case of potash, use is expected to inch
up 0.8% or 267,000 tonnes K,O in 2015 (equal to about 450,000
tonnes of MOP) following a surge of 4.29% or 1.28 million tonnes last
year (equal to about 2.1 million tonnes MOP).

The positive demand outlook is underpinned by strong agronomic
and economic drivers. The giant step-up in global grain and oilseed
production during the last three years has removed large amounts
of nutrients from farm fields. Based on IPNI guidelines, we estimate
that the step-up in global grain and oilseed production from roughly
2.7 to 3.0 million tonnes removed an additional 8% or 1.8 million
tonnes P,0s (equal to 3.9 million tonnes DAP) and an additional 7%
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or 1.4 million tonnes K,O (equal to 2.3 million tonnes MOP).

Our plant nutrient affordability metric has bobbed and weaved with
changes in agricultural commodity and plant nutrient prices, but the
current reading indicates that plant nutrients remain affordable and
are, in fact, a better buy today than a year ago. The metric — the ratio
of a plant nutrient price index to a crop price index — registered .77
at the start of the North American fall application in mid-October.
That was off 15% from .90 a year ago and right between the ten-
year average of .82 and the five-year average of .72. The crop price
index of 170 in mid-October was up a whisker from 168 a year
earlier, while the plant nutrient index registered 130, down 13%
from 150 a year earlier.

U.S. net cash farm income also remains at relatively high levels
despite the drop in crop prices. The latest USDA estimate shows that
net cash farm income will decline 21% to $100.3 billion this year,
but that still ranks as the fifth highest ever. Accelerated depreciation
programs make net cash farm income a better gauge than net farm
income to measure the buying power of U.S. farmers.

But Large Channel Inventory Drawdowns

P&K shipments — or what is moved into the distribution pipeline
— are expected to lag use this year because of a large build of
channel inventories last year. In particular, global potash shipments
are expected to decline while shipments of the main phosphate
products are projected to increase just modestly this year.

The expected decline in potash shipments has attracted most of the
attention. By our count, MOP shipments surged 16% or 8.7 million




tonnes to 62.7 million in 2014. Obviously, not all of that was
applied to soils last year.

There are several reasons for the big jump in shipments last year.
First, the distribution channel was drawn down to extremely low
levels at the end of 2013 mainly due to the announcement by
Uralkali on July 30, 2013 that it was withdrawing from Belarusian
Potash Company (BPC) and planned to produce at capacity.
This announcement for all intents and purposes halted potash
movements as buyers deferred purchases until prices dropped to
lower advertised levels.

Second, an extremely severe winter and changes in railroad
business models resulted in long shipping delays in North
America during the first half of 2014. This caused the bizarre
situation of producers throttling back production because of full
warehouses while distributors at the other end of the supply chain
sat with empty warehouses on the brink of the spring application
season. Once trains began to roll, most distributors maintained
full warehouses due to concerns about chronic shipping delays.

Third, potash prices began to recover due to the eventual surge of
shipments as well as a surprising harvest rally in key crop prices.
As a result, dealers stocked up early for 2015 to take advantage of
expected inventory appreciation.

Finally, news broke in late November that a significant water inflow
threatened operations at a 2.4 million tonne mine in Russia. This
provided yet another reason for distributors to rush to secure
product ahead of expected price increases. China imported
more than 800,000 tonnes of MOP in December 2014, nearly
double the five year average for this month. Brazil imported nearly
700,000 tonnes last December versus a five year average of less
than 400,000 tonnes for the month.

The tally was nearly 63 million once all the tonnes were counted
last year. So, it is no surprise that shipments are expected to
decline in 2015. We project that MOP shipments will total about
59 million tonnes this year, a drop of almost 6% or 3.6 million
tonnes.

Most of the decline is expected to occur in the regions with
the biggest inventory builds last year — namely North America,
Brazil, Indonesia and Malaysia. Shipments in China and India are
expected to increase modestly this year, but these gains will make
up only a small amount of the declines elsewhere.

MMT KClI Global Potash Shipments
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The large build in channel inventories last year makes for unfair
comparables this year. Brazil is a good example. Market reports
highlight the large drop in potash imports after trade statistics
are released each month. For example, MOP imports through
September were down 10% or 700,000 tonnes from the
extraordinary level for the same period last year. However, the
6.3 million tonnes imported during the first nine months of this
year beat the previous high mark for this period by about 400,000
tonnes. We project that Brazil will import 8.1 million tonnes of
MOP this year, down a whopping one million tonnes from last
year but still the second highest total ever and one-half million
tonnes greater than the previous peak of 7.6 million in 2012.

Global MOP shipments are forecast to rebound in 2016 based on
a continued moderate, if not spectacular, agricultural commodity
prices and leaner channel inventories worldwide. In particular,
we project that global MOP shipments will increase to 61 to 63
million tonnes next year with a point estimate right in the middle
of this range. Gains are expected in each of the big five importing
countries. North American shipments are expected to remain flat
or decline slightly in 2015/16. As noted above, a three million
tonne bounce in shipments next year is expected to help stabilize
prices.

In the case of phosphate, the story is similar, but swings in channel
inventories are not as extreme. Global shipments of the leading
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phosphate products (DAP/MAP/NPS/TSP) are projected to total
65.5 million this year, up slightly more than 250,000 tonnes
from our revised estimate for 2014. An expected 1.5 million
tonne jump in Indian shipments this year is mostly nullified by
moderate reductions in most other regions due to drawdowns
of channel inventories.

Prospects for 2016 continue to look positive and our guidance
of 66 to 68 million tonnes remains unchanged. Our current
point estimate is 66.9 million tonnes. We expect moderate
gains pretty much across the board. Shipments throughout
the Americas are expected to rebound. Indian demand, a drag
on global shipments since 2010/11 when changes in subsidy
policies resulted in sharply higher retail phosphate prices, is

Us$ MOP Price Reais
Tonne c&f Brazil Port Tonne
1,100 2,400
| '\ Source: Argus FMB and CRB
900 ‘ 2,000
700 ‘ 1,600
500 1,200
300 . 800
100 400
07 08 09 10 11 12 13 14 15
= US$ Tonne Reais Tonne
Us$ MOP Price Rubles
Tonne c&f Brazil Port Tonne
1,100 40,000
Source: Argus FMB and CRB
900 32,000
700 24,000
500 N 16,000
~~ A\/_/\\
300 8,000
/
100 0
07 08 09 10 11 12 13 14 15
=——=US$ Tonne Rubles Tonne
us$ Soybean Price Reais
Bu Front Month Contract Bu
17 35
Source: CME and CRB '\
15 | 31
vy
13 27
11 23
9 \"/ 19
7 = 15

07 08 09 10 11 12 13 14 15
= US$ Bushel

Reais Bushel

expected to get back on a strong growth trajectory during the
rest of this decade.

The Strong Dollar Cuts Two Ways

The strong dollar — or more precisely the collapse of several
key P&K currencies — is one of the most important and potent
developments this year. Most commodities such as oil, iron ore,
grains and plant nutrients are traded in U.S. dollars, and a strong
dollar correlates with lower commaodity prices.

In the case of potash, the one-two punch of a big build of
channel inventories last year and the collapse of a handful of
key currencies has put considerable pressure on prices this year.
The first chart shows the price of MOP delivered to Brazil in U.S.
dollars per tonne as well as the cost for local distributors in reais
per tonne. Despite the drop in the dollar price from more than
$550 per tonne during the fourth quarter of 2011 to less than
$300 per tonne today, the cost in reais per tonne is the highest
since the 2008 price spike. That simply is the result of the
exchange rate falling from 1.80 to 3.90 reais per dollar during
this period.

The second chart again shows the MOP price delivered to Brazil
in U.S. dollars per tonne as well as the ruble price for a Russian
exporter. The current realization of approximately 19,000
rubles per tonne is 7% or 1,300 rubles greater than the ruble
price during the fourth quarter of 2011, despite the 45% drop in
the dollar price of MOP.

The bottom line is a strong dollar and a higher local currency cost
dampens import demand while a strong dollar and higher local
currency price boosts export supply (at least until inflationary
pressures begin to mount). The net result is downward pressure
on the dollar price of potash.

The collapse of local currencies in several of the key potash
importing countries cuts two ways, however. The highly
depreciated Brazilian real, Malaysian ringgit, Indonesian rupiah,
and Thai baht also boost the local currency price of agricultural
commaodities such as soybeans, crude palm oil and rice that are
exported in U.S. dollars.

Brazil provides a good example. The chart shows that the
current price of soybeans of nearly 35 reais per bushel is greater
than all of the previous price spikes -- including the 2007/08
and 2012/13 Everest-like peaks. That is the result of the
combination of moderate soybean prices and the collapse of
the real. Brazil exports approximately three-fourths of its harvest
as either soybeans or soybean meal/oil (the percentage would
be even higher if meat exports were included). The increase
in reais revenue generated from soybean exports far outweighs
the increase in the reais cost of potash and other inputs. As a
result, we expect continued expansion of planted area and the
application of more technology to soybean and other crops.
Brazilian agricultural prospects continue to look positive despite
the current economic and political turmoil.

Steady Margins But Still No Respect

We characterized phosphate as the Rodney Dangerfield of
plant nutrients in an issue of Market Mosaic several years ago.
The point was that phosphate gets no respect despite positive
fundamentals and the relatively steady performance of these
businesses in recent years.




We have outlined the reasons why we like the phosphate
business many times before: a positive long term demand
outlook, the end of China's massive expansion program, few
projects in the pipeline behind those of OCP and Ma'aden,
improved efficiencies from the consolidation of the U.S. industry,
and important product innovation. We won't get into the details
here, but the relative strength of the phosphate prices and
margins, particularly during the downturn in commodity prices
this year, is worth highlighting.

The chart shows what we call the DAP stripping margin --
the difference between the fob plant price and the cost of
sulphur and ammonia in a ton of DAP. The stripping margin
is up significantly from the fourth quarter last year, and it has
remained relatively stable in the $265-§275 per ton range
during 2015, especially if compared to the drop in MOP prices
and the recent decline in the urea margin. DAP margins have
held up because declines in raw materials costs have offset
any erosion of product prices. All of these estimates are based

on published spot prices from Argus FMB as well as the front
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for the shortfall from other producers this year. Chinese exports
are projected to surge to 9.5 to 10.0 million tonnes of DAP/
MAP/TSP this year, up from just less than 8.0 million last year.
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This document contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Such statements include, but are
not limited to, statements about the Wa'ad Al Shamal Phosphate Company (also known as the Ma'aden joint venture), the acquisition and assumption of certain
related liabilities of the Florida phosphate assets of CF Industries, Inc. (“CF”) and Mosaic's ammonia supply agreements with CF; repurchases of stock; other proposed
or pending future transactions or strategic plans and other statements about future financial and operating results. Such statements are based upon the current
beliefs and expectations of The Mosaic Company’s management and are subject to significant risks and uncertainties. These risks and uncertainties include but are
not limited to risks and uncertainties arising from the ability of the Ma'aden joint venture to obtain additional planned funding in acceptable amounts and upon
acceptable terms, the timely development and commencement of operations of production facilities in the Kingdom of Saudi Arabia, the future success of current
plans for the Ma'aden joint venture and any future changes in those plans; difficulties with realization of the benefits of the long term ammonia supply agreements
with CF, including the risk that the cost savings from the agreements may not be fully realized or that the price of natural gas or ammonia changes to a level at
which the natural gas based pricing under one of these agreements becomes disadvantageous to Mosaic; customer defaults; the effects of Mosaic's decisions to exit
business operations or locations; the predictability and volatility of, and customer expectations about, agriculture, fertilizer, raw material, energy and transportation
markets that are subject to competitive and other pressures and economic and credit market conditions; the level of inventories in the distribution channels for crop
nutrients; the effect of future product innovations or development of new technologies on demand for our products; changes in foreign currency and exchange
rates; international trade risks and other risks associated with Mosaic's international operations and those of joint ventures in which Mosaic participates, including the
risk that protests against natural resource companies in Peru extend to or impact the Miski Mayo mine; changes in government policy; changes in environmental
and other governmental regulation, including expansion of the types and extent of water resources regulated under federal law, greenhouse gas regulation,
implementation of numeric water quality standards for the discharge of nutrients into Florida waterways or efforts to reduce the flow of excess nutrients into the
Mississippi River basin, the Gulf of Mexico or elsewhere; further developments in judicial or administrative proceedings, or complaints that Mosaic’s operations are
adversely impacting nearby farms, business operations or properties; difficulties or delays in receiving, increased costs of or challenges to necessary governmental
permits or approvals or increased financial assurance requirements; resolution of global tax audit activity; the effectiveness of Mosaic's processes for managing its
strategic priorities; adverse weather conditions affecting operations in Central Florida, the Mississippi River basin, the Gulf Coast of the United States or Canada, and
including potential hurricanes, excess heat, cold, snow, rainfall or drought; actual costs of various items differing from management's current estimates, including,
among others, asset retirement, environmental remediation, reclamation or other environmental regulation, Canadian resources taxes and royalties, or the costs of
the Ma'aden joint venture, its existing or future funding and Mosaic's commitments in support of such funding; reduction of Mosaic's available cash and liquidity,
and increased leverage, due to its use of cash and/or available debt capacity to fund share repurchases, financial assurance requirements and strategic investments;
brine inflows at Mosaic's Esterhazy, Saskatchewan, potash mine or other potash shaft mines; other accidents and disruptions involving Mosaic’s operations, including
potential mine fires, floods, explosions, seismic events or releases of hazardous or volatile chemicals; and risks associated with cyber security, including reputational
loss, as well as other risks and uncertainties reported from time to time in The Mosaic Company's reports filed with the Securities and Exchange Commission. Actual
results may differ from those set forth in the forward-looking statements.
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