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ÅFertilizers are a commodity

ÅKey drivers are supplyand demand variables in the 
global agricultural markets 

ÅThe fertilizer market is volatile and trades in 
substantial volumes

ÅClear requirement for price risk management

ÅThe FIS cash settled fertilizer swaps market is 
established and growing rapidly   

The Fertilizers market... 



FIS Cash Settled Swaps ςMitigate Risk

üFertilizer derivative (FIS cash-settled swap):

ά!ƴ ŀƎǊŜŜƳŜƴǘ ōŜǘǿŜŜƴ ŀ ōǳȅŜǊ ŀƴŘ ŀ ǎŜƭƭŜǊΣ ƳŀŘŜ ǘƻŘŀȅ ǘƻ 
pay the difference between a price agreed today and the future 
ǇǊƛŎŜ ƻŦ ŀ ǎǇŜŎƛŦƛŎ CŜǊǘƛƭƛȊŜǊ LƴŘŜȄ ŀǘ ŀƴ ŀƎǊŜŜŘ Ǉƻƛƴǘ ƛƴ ǘƛƳŜέ

üFIS swaps allow you to manage price risk and hedge physical 
positions in the forward market



Key points

ü A cash-settled swap is a paper trade only:

V No payment until settlement date (no capital outlay)

V No delivery of physical product

V Cash-settled vanilla swapsettled against the Fertilizer Indexprice

V Hedging

To take a position in a futures (swaps) market, opposite to a position held in 
the physical market, with the intention of minimizing the risk of financial loss 
from an adverse price change. 

V Positioning

To buy and sell positions in a futures (swaps) market, levering physical and 
market knowledge, through taking short term positions where you believe 
market is mispricing, with the aim of making a profit.



Volatility

High Low

Urea fob Yuzhnyy 
31-Jul-08 19-Jan-06

823.75 193.75

DAP Tampa Index 
1-May-08 26-Oct-06

1227.5 252.5

UAN NOLA  Index
24-Jul-08 11-Jun-09

510 121.25

Urea barge NOLA 
Index 

24-Jul-08 22-Jun-06

822.50 189.50
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Tradable products



Credit exposure .....

ü The FIS fertilizer swaps market has grown exponentially over the last 3 years.

ü FIS swaps volume so far in 2010 has experienced 30% year on year growth.

ü As volumes traded have increased the exposure to settlement / credit risk has also 
grown

ü Major price swings in the underlying  continue to threaten the market

ü FIS cleared LCH trades now make up 41% of all traded transactions

ü Clearly a requirement for a credit secure derivatives trading environment has 
developed in the fertilizer market and is continues to grow

ü LCH Credit cleared swaps provide the solution  



Nola Urea vs Egypt Urea
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Nola Urea 09/10
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UAN Nola 09/10
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Urea and UAN YOY Graph
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