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Highlights @ ICRA

= Fertiliser sales volumes grew largely in line with long-term trends of about 2% during 11M FY2026
amid healthy monsoons. Urea sales also grew by a steady 2% with YoY growth of the rabi sowing area.
This demand was partly met by imports as some domestic urea plants were shut down due to
maintenance.

@ Click to see full report

= The systemic inventory for DAP? has improved in recent months supported by sizeable DAP imports
by the industry under the advantage/disadvantage scheme. Urea availability has also improved
supported by sizeable imports in recent months. Moreover, imports are expected to remain elevated
as gas supplies for urea players has been restricted to 80%.
ICRA’s outlook on the sector is Negative as
the ongoing conflict in West Asia has
resulted in sharp depreciation of the Indian
rupee against the dollar, compounding the
pricing pressure amid constrained natural
gas availability for urea players while non-
urea players face challenges in sourcing
ammonia and sulphur.

= Nutrient Based Subsidy (NBS) rate revision remains critical to support the domestic phosphatic
fertiliser production amid rising input costs. Current retail price and NBS rates are inadequate to keep
phosphatic fertiliser production profitable. Some players have started raising retail price to partly pass
on the raw material price inflation to farmers.

= With the recent currency depreciation and raw material price inflation ICRA expects the profitability
on sale of NPKs? and MOP to moderate from October 2025 levels sharply. The upcoming NBS rates will
remain a key monitorable to determine the impact of the increase in prices on NPK manufacturers.
ICRA’s outlook on the sector is Negative in light of expect moderation in the profitability in FY2027.

In the near term, normalisation of the
supply chain from West Asia along with the
upcoming subsidy revision by the Gol for
non-urea fertilisers will remain a key driver
of profitability for the sector.

= The FY2027 phosphatic and potassic (P&K) budgetary allocation of Rs. 0.54 trillion is lower vis-a-vis
the FY2026 Revised Estimate (RE) of Rs 0.6 trillion. In light of elevated raw material pricing, there is
expected to be a shortfall. However, additional allocations are expected to be made in a timey manner,
which in turn should keep the working capital cycle stable for the industry.

= The subsidy allocation for the fertilizer sector for FY2026 has been raised to Rs. 2.1 trillion which as per
ICRA’s expectations remains adequate. For FY2027, against the allocation of Rs. 1.7 trillion, ICRA
expects Gol to make additional allocations during the year to meet subsidy requirements.

1DAP: Diammonium Phosphate, 2NPK: Nitrogen, Phosphate, Potash, Muriate of Potash (MOP) fertiliser also known as complex fertilisers
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ICRA 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.gogial@icraindia.com 0124 — 4545 319
Sahaj Gugliani Analyst sahaj.gugliani@icraindia.com 0124 — 4545 814
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ICRA 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.krishnal@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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