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▪ Owing to the ongoing geopolitical conflict in West Asia, the prices of key raw materials such as 
ammonia and sulphur have witnessed an uptick. West Asian countries are the key suppliers of 
ammonia and sulphur fertilisers, accounting for around 82% and 78% of supplies to India, respectively. 
As a result, prices have surged, weighing on the profitability of NPK1 manufacturers. 

Highlights 

The revised NBS rates notified for the 
kharif season of FY2027 remain 
inadequate, considering the raw 
material price inflation. 

ICRA expects the profitability to be 
impacted in the near-to-medium term 
unless the industry increases retail 
prices sharply and/or the subsidy rates 
are revised by the GoI. 

Meanwhile, the subsidy requirement 
for FY2027 is likely to be materially 
higher than the current budgetary 
allocation. However, given the GoI’s 
focus on ensuring fertiliser availability, 
additional allocations are expected 
during the year. 

▪ The Government of India (GoI) has revised the nutrient-based subsidy (NBS) rates for kharif season of 
FY2027 with the subsidy rates for nitrogen, phosphorous and sulphur increasing by ~10% each over H2 
FY2026 levels, while the subsidy rate for potash has been kept unchanged.

▪ GoI has continued the special additional package of Rs. 3,500/MT to support DAP2 margins besides 
higher NBS rates for the kharif season. Despite this, ICRA projects DAP imports to remain loss making. 
The systemic inventory for DAP has improved in the recent months, supported by sizeable imports by 
the industry under the advantage/disadvantage scheme.

▪ MOP3 import profitability remained steady at around Rs. 3,000/MT as many importers have increased 
the retail prices of fertilisers to protect their margins and offset the depreciation of the rupee. 

▪ The GoI has estimated the kharif subsidy requirement for P&K4 fertilisers at Rs. 41,534 crore, which is 
around 77% of the subsidy budget for the segment for FY2027. Given the elevated commodity prices 
including natural gas, ICRA expects the current budgetary allocation to be materially short of the actual 
requirements and akin to the past, additional allocations are likely to be made during the year.

▪ The contribution margins for DAP manufacturers remained negative owing to the elevated prices for 
phosphoric acid and ammonia. Further, backward integrated manufacturers, producing phosphoric 
acid from rock phosphate, also incurred losses as ammonia prices also stood at a higher level. 

1: NPK: Nitrogen, Phosphate, Potash fertiliser also known as complex fertilisers; 2DAP: Diammonium Phosphate; 3MOP: Muriate of Potash,4P&K: Phosphate and Potassium 

Click to see full report

https://www.icra.in/Home/ViewFullReport?ReportType=Research&AuthKey=7b59fe27-9eea-4552-9e1c-abc494f9d4bd
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Analytical Contact Details

Name Designation Email Contact Number

Girishkumar Kadam Senior Vice-President and Group Head girishkumar@icraindia.com 022 – 6114 3441

Prashant Vasisht Senior Vice-President and Co-Group Head prashant.vasisht@icraindia.com 0124 – 4545 322

Varun Gogia Sector Head and Assistant Vice-President varun.gogia1@icraindia.com 0124 – 4545 319

Sahaj Gugliani Analyst sahaj.gugliani@icraindia.com 0124 – 4545 814
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Business Development/Media Contact Details

Name Designation Email Contact Number

L Shivakumar Chief Business Officer shivakumar@icraindia.com 022-61693304

Sai Krishna Head - Research Sales and Investor Connect sai.krishna1@icraindia.com 9840774883

Rohit Gupta Head Business Development – Infrastructure Sector rohitg@icraindia.com 0124-4545340

Vivek Bhalla Head Business Development – Financial Sector vivek.bhalla@icraindia.com 022-61693372

Vinita Baid Head Business Development – East vinita.baid@icraindia.com 033-65216801

Shivam Bhatia Head Business Development – Corporate Sector – North & South shivam.bhatia@icraindia.com 0124-4545803

Sanket Kulkarni Head Business Development – Corporate Sector – West sanket.kulkarni@icraindia.com 022-6169 3365

Naznin Prodhani Head - Group Corporate Communications & Media Relations communications@icraindia.com 0124-4545860
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been taken to ensure that the information herein is true, such information is provided 'as is' without any warranty of any kind, and ICRA in particular, 

makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of 

its group companies, while publishing or otherwise disseminating other reports may have presented data, analyses and/or opinions that may be 

inconsistent with the data, analyses and/or opinions in this publication. All information contained herein must be construed solely as statements of 

opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents. 
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