
 

  

Nufarm Limited 
This report presents an in-depth valuation analysis of Nufarm Ltd (ASX:NUF). Our results 

indicate, with a high degree of conviction, that Nufarm is current trading at a premium, driven 

by factors including misaligned growth optimality, comparative benchmarks and limited 

operational transparency. 

 

Company Overview  

Nufarm Limited is a global crop protection and seed technology company with operations 

spanning over 100 countries. The company develops and manufactures herbicides, 

insecticides and fungicides, primarily in the off-patent market. Through their seed 

technologies business, the company produces innovative seed technologies which includes 

plant-based Omega-3 and advanced bioenergy feedstocks. 
 

Recent trading for the company has been challenging, with FY25 performance missing 

forecast consensus. The crop protection side of the business delivered resilient demand 

and margin improvements in Europe and the Asia Pacific region. North American demand 

however lagged due to weaker cotton planting. Seed technologies recorded a sharp 

EBITDA decline as a result of falling fish oil prices and associated write downs. Nufarm’s 

elevated leverage is a key concern looking forward with net debt well above the company’s 

medium-term target at the end of FY25. 
 

The company aims for material improvement in FY26 earnings and free cashflow, supported 

by a $50m cost out program, reduced omega-3 exposure, and improved pricing. However, 

strategic uncertainty continues given the ongoing review of the seed technologies business, 

with a partial or complete sale under consideration in order to restore balance sheet 

strength. 
 

Investment Thesis Overview 

The following thesis points form the basis of our investment strategy: 

▪ Stalled growth in Nufarm’s SeedTech Omega-3 platforms failing to reach scale or 

profitability. Overall, straining its earnings outlook and possible diversification. 

▪ Elevated leverage and weak cash conversion, the company is not hedged for the 

sectors cyclicality restricting R&D advancements in the long run. 

▪ Structural headwinds across the post-patent crop production portfolio, Nufarm 

remains sub-scale and vulnerable to industry shifts; increasingly burdened by 

competitive and regulation pressures 
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Business operations are structured around two divisions: 

Crop Protection 

▪ Core business encompassing off-patent herbicides, 

fungicides, and insecticides. 

▪ Distribution in ~100 countries, with 12 manufacturing 

facilities across 9 countries. 

▪ Key earnings drivers include seasonal conditions, crop 

planting area, commodity prices, grower adoption, FX 

and product mix. 

▪ FY25 regional performance: 

- Europe: +21.5% EBITDA growth to A$150m, 

supported by strong cropping conditions and 

reliability improvements. 

- North America: +14.6% EBITDA growth to A$94m, 

with recovery expected in 2H25. 

- APAC: +12.1% EBITDA growth to A$99m, though 

dry conditions in Australia effected performance 

 

Seed Technologies (Nuseed) 

▪ Focused on canola, sunflower, sorghum and carinata 

seed technology. 

▪ First company to commercialise plant-based Omega-3 

and bioenergy feedstock technology. 

▪ Currently undergoing strategic review; FY25 EBITDA 

declined 67% to AU$28m due to Omega-3 losses and 

inventory write-downs. 

▪ Extremely sensitive to non-plant-based fish oil & Omega-

3 pricing. 

▪ Despite short-term weakness, long-term opportunities in 

biofuels and specialty oils remain. 

 

Current Financial Position 

For FY25, Nufarm is forecast to deliver revenue of A$3.66 

billion, representing 9.56% year-on-year growth, while 

EBITDA is expected to decline by 5% to A$376 million due to 

margin compression and weaker omega-3 performance. The 

company is projected to record a net profit of $61 million, far 

below historical averages, however an improvement from the 

net loss of $6 million in FY24, reflecting higher financing costs 

and restructuring impacts. Gearing is anticipated to be around 

3.0× EBITDA (pre-IFRS 16 adjusted), with management 

targeting a reduction to 2.0× net debt EBITDA (pre-IFRS 16 

adjusted) ratio by FY26 as earnings stabilise and cost savings 

materialise. No dividend is expected for FY25, with 

distributions forecast to resume in FY27 at a measly A$0.04 

per share, signalling a gradual return to capital returns if are 

able management reach leverage and profitability goals. 

Industry Outlook 

Agriculture and Chemical Industry Outlook 

The agriculture and chemical industries are deeply 

intertwined, driven by escalating global demand for crop 

protection products to safeguard food production and optimise 

yields. 

In 2023, the global agrochemical market was valued at USD 

$271.4 billion and is projected to reach USD $390.17 billion by 

2030 (Grand View Research, 2024). Herbicides represent 

around 45% of global usage, followed by fungicides and 

insecticides, underscoring their critical role in maintaining crop 

yields and reducing post-harvest losses. 

For Nufarm, crop protection remains the core business, 

accounting for approximately 88% of FY2024 revenue. As bio-

based specialty chemicals are forecast to grow 10% annually, 

sustainability has emerged as a key growth driver, with the 

market projected to expand at a 5.5% CAGR through to 2030, 

reflecting increasing pressure from both regulators and 

consumers to reduce environmental impacts. 

Australia’s agricultural chemical industry mirrors this trend. 

The current market value of A$4.5 billion is projected to reach 

A$6.86 billion by 2034, growing at a CAGR of 4.3%, supported 

by technological advancements and the adoption of bio-based 

crop protection products. 

However, the industries have faced short-term volatility and 

cost pressures. Between 2021 and 2022, input costs spiked 

by 22% due to higher energy prices, supply chain bottlenecks, 

and tighter environmental regulations (McKinsey, 2023). 

COVID-19 restrictions intensified these challenges, reducing 

global pesticide trade by 5.6% in China and India (FAO, 2021). 

Although supply chains began to stabilise, and raw material 

costs declined by 12% in 2023, driving a 7% year-on-year 

increase in global agrochemical sales (ICIS, 2024), recent 

industry disruptions have continued to pressure Nufarm’s 

performance. 

Extreme weather events in 2024, including droughts in 

Australia and Brazil and excessive rainfall across Europe, 

disrupted planting and spraying windows, resulting in a 5.4% 

decline in global crop protection volumes. Consequently, 

these challenges have impacted Nufarm’s operations and 

financial performance, causing significant fluctuations in the 

company’s share price and profitability. 

Biotechnology Industry Outlook 

The global seed industry is increasingly shaped by climate 

change, evolving consumer diets, and the demand for high-

performing, resilient crops. Valued at USD $71.9 billion in 

2024, the sector is expected to grow to USD $106 billion by 

2030 at a 5.3% CAGR (ResearchandMarkets, 2024). Bio-

enhanced seeds already account for over 30% of global sales, 

reflecting the sector’s shift toward food security and 

sustainability. 

Industry progress has not been without setbacks. Droughts in 

the U.S. Midwest and heatwaves across Europe in 2022, 

combined with delayed regulatory approvals, weighed on 

seed demand and yields. Nonetheless, investment in gene-

edited and climate-resilient traits is expanding rapidly, 

supported by digital breeding platforms that cut time-to-market 

by around 25% (AgFunder, 2023). 
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Nufarm’s seed subsidiary, Nuseed, initially appeared well 

placed to ride the industry’s momentum, with the business 

expanding its biotech product portfolio in 2023 and 

contributing to a 12% increase in company revenue, this 

picture has since deteriorated.  

Competitive Positioning 

Porters Five Forces Framework is utilised to evaluate 

Nufarm’s position within its competitive environment and 

assess the long-term profitability prospects within its 

respective industries. 

Threats of New Entrants – Low 

Although the sustainable agriculture and biotech sectors 

present attractive growth opportunities, the industry is highly 

capital-intensive, and research driven. Significant investment 

in R&D, lengthy regulatory approval processes, and the need 

for large-scale distribution networks create substantial entry 

barriers. Global incumbents such as Bayer, BASF, and 

Syngenta dominate the market, leveraging brand recognition, 

patents, and established farmer networks to reinforce 

structural advantages. 

Nufarm holds entrenched market positions in Latin America 

and Australia, strengthened by extensive agronomic expertise 

and localised product portfolios. Replicating these distribution 

networks and building farmer trust is costly and time-

consuming creating significant hurdles for new entrants, thus 

making the likelihood of disruption limited. 

Bargaining Power of Suppliers – Moderate  

The production of active ingredients within the agrochemical 

industry are limited, mainly sourced from China and India. This 

concentration exposes Nufarm to cost fluctuations and supply 

chain risks, which became particularly evident during the 

2020-2022 period of energy price spikes and logistical 

disruptions. 

Nufarm mitigates this vulnerability through production 

diversification and inventory buffers, which reduces supplier 

leverage. However, with continued on going trade war tension 

demand and price recovery of crop protection margins have 

been slower than expected due to the lack of a major supply 

reduction from China alongside subdued channel restocking 

in the near term (Finch Ratings, 2025). Hence supply 

concentration remains a moderate but growing structural 

weakness for Nufarm exacerbated by tariffs dampening 

business sentiment. 

 

Bargaining Power of Buyers – Moderate 

Farmers, facing increasingly tight profit margins, are highly 

price-sensitive to inputs such as crop protection and seed 

products. Large agricultural distributors and cooperatives 

further consolidate demand, enhancing their ability to 

negotiate favourable pricing. 

However, the essential role of pesticides and biotech seeds in 

safeguarding crop yields moderates buyer influence. Nufarm 

reduces price-based competition through innovation in 

sustainable solutions and advanced seed traits. Continued 

investment in product innovation and regulatory compliance 

will be crucial to preserving margins in the face of buyer 

pressure. 

Threat of Substitutes – Moderate 

Substitution risk is growing as Nufarm competes mainly in a 

post-patent market with limited product differentiation. 

Potential substitutes include integrated pest management 

(IPM), biological control agents, and regenerative agriculture 

practices. In the long run, policy-driven shifts toward low-

chemical farming and biobased alternatives which are often 

cheaper over time, pose substitution risks. With low switching 

costs and distributors bundling alternatives, Nufarm is pushed 

into price-led competition, pressuring volumes and margins, 

which it is not at the scale or current financial to effectively 

compete against larger peers. 

Nevertheless, chemical crop protection products remain 

indispensable for large-scale farming, offering unmatched 

cost efficiency, scalability, and reliability. As such, substitution 

pressures are more likely to drive a gradual strategic transition 

toward sustainable inputs rather than to present an immediate 

threat to Nufarm. 

Competitive Rivalry – High 

Nufarm faces intense competition from global agrochemical 

and seed giants that benefit from extensive economies of 

scale, strong R&D pipelines, and integrated seed-to-chemical 

portfolios.  

In the crop protection market, rivalry is driven largely by price 

competition due to a post-potent, saturated market with 

minimal product innovation, and rapid regulatory adaptation 

across regions. This leaves Nufarm with little differentiation, 

so competition is mostly on price, compressing already thin 

margins alongside a lack of economies of scale results in 

Nufarm having limited leeway to take and defend market 

share or invest through downturns. 

Moreover, even in innovation-led niches like seed tech and 

bioenergy, Nufarm is restricted by high leverage and limited 

balance-sheet flexibility, making it far more exposed to sudden 

input-price swings than larger peers as evidenced by 

investor’s responses to the recent collapse in omega-3 fish oil 

prices which resulted in margin compression and inventory 

write-downs that hit Nufarm harder and faster than 

competitors with stronger capital buffers and diversified profit 

pools. 

Environmental, Social, and Governance 

Nufarm continues to embed sustainability into its operations 

through targeted efficiency and environmental programs, but 

the picture is mixed. The $50 million cost-cutting initiative 

should streamline plants and lower energy use in Europe, yet 

it also raises questions about sustaining HSE spend at older, 

higher-risk sites. Nufarm’s global environmental, health and 

safety framework prioritises waste minimisation, safe 

chemical stewardship, and compliance with stringent EU and 

Australasian regulations. The company invests in bio-based 

crop solutions and low-toxicity formulations, aligning with its 

goal of reducing the environmental footprint of crop protection. 

Through its Nuseed platform, Nufarm advances plant-based 

omega-3 and sustainable biofuel feedstocks, supporting 



    

  
4
 
 

 

October 2025 Aussie Opportunities 1 

global carbon reduction goals. Governance and disclosure 

have improved however external ESG scores from LSEG 

remain middling against extremely ESG friendly peers. 

Revenue Drivers 

Nufarm’s revenue is generated through two key divisions, crop 

protection and seed technologies, across major operating 

regions including Asia-Pacific, Europe, and North America. 

Crop Protection remains the company’s core business, 

accounting for around 85-90% of group revenue, while Seed 

Technologies provides strategic exposure to innovation in 

biofuels and plant-based nutrition. The group’s earnings are 

driven by seasonal growing conditions, crop acreage, input 

pricing, and commodity price cycles, with foreign exchange 

movements also influencing reported results. 

Crop Protection Demand 

The company is positioned to benefit from an ongoing 

recovery in global crop protection demand after two 

challenging years marked by high inventories and sharp price 

declines however the upturn looks cautious. Distributor 

destocking has largely ended, and active ingredient prices 

particularly for glyphosate and 2,4-D have stabilised off the 

lows, yet pricing power remains fragile, and volumes are rising 

at a slower than expected rate. Crop protection revenue, 

forecasted to grow at ~5% per annum through FY27, is reliant 

on firmer pricing and normalised volumes, assuming no 

sudden commodity or tariff shocks which cannot be ruled out.  

Soft Commodity Price Cycles 

After two years of volatility, commodity prices and planted 

areas are expected to stabilise across most regions, providing 

a steady backdrop for input demand. This trend supports an 

anticipated rise in Crop Protection sales, alongside improving 

margins as higher-priced inventory from previous seasons is 

worked through. Group EBITDA margins are forecast to rise 

from 9.3% in FY24 to around 11.6% in FY27, reflecting better 

pricing discipline and a more favourable cost base. 

Product Mix Innovation Pipeline 

The product portfolio is shifting toward higher-margin and 

more sustainable formulations, improving revenue quality and 

earnings resilience. The company is expanding its range of 

biological and environmentally responsible crop protection 

solutions and investing in new technologies across both 

divisions to increase market share in the industry and compete 

with foreign competitors with lower cost bases which offer a 

greater variety of products. 

Fish Oil and Omega-3 Pricing 

Seed Technologies revenue remains heavily exposed to 

global fish oil prices, which determine competitiveness in the 

Omega-3 market. Weak pricing during FY24-FY25 drove 

inventory write-downs and temporary margin pressure. 

Recent developments in the global fish oil market including 

early closure of the Peruvian fishing season at around 80% of 

quota have constrained supply any FY26 price recovery is 

uncertain and could reverse. A gradual improvement in 

Omega-3 margins is anticipated, with Seed Technologies 

EBITDA projected to rise from A$27.7 million in FY25 to 

approximately A$77 million by FY27 as assuming pricing 

normalises, and production efficiency improves. 

 

Cost Optimisation and Margin Expansion 

Profitability improvement is slated to come from structural cost 

cuts and tighter working-capital management, but execution 

risk remains. The A$50 million annualised overhead target by 

FY25 is largely tied to European plant and corporate 

efficiencies that may be offset by wage, energy and 

compliance inflation or one-off restructuring charges. 

Similarly, expected operating leverage and free cash flow 

gains from lower manufacturing costs, improved logistics, and 

disciplined capital allocation are contingent on steady 

execution in a historically volatile market. 

Investment Thesis & Recommendation 

Following our comprehensive analysis, GHT Equity Partners 

initiates a short sell recommendation on Nufarm Limited 

(ASX:NUF). We have concluded that shares have a potential 

downside of 9.61% and have strong conviction that the market 

is overvaluing Nufarm despite the recent sell-off. This is driven 

by (1) stunted growth potential for its SeedTech and Omega-

3 sectors, (2) high leverage and weak cash conversion and  

(3) major structural headwinds for post-patent crop protection. 

We believe the current price offers an opportunity to establish 

short exposure through a short sale ahead of potential 

earnings downgrades, margin pressure as the market corrects 

mispricing’s. 

1.0 Stunted Growth Potential - SeedTech and Omega-3 

Vision  

Nufarm’s supposed “growth engine” - its Seed Technologies 

and Omega-3 platform - has failed to achieve scale or 

consistent profitability since its inception, sowing “seeds of 

doubt” in investors. The Omega-3 canola platform competes 

against a well-established, lower-cost fish oil market. With 

synthetic fish oil prices falling approximately ~15% below 

historical levels in FY25 amid oversupply, Nufarm’s plant-

based alternatives have lost pricing power, slowing market 

adoption and compressing margins. In H1 FY25, Seed 

Technologies EBIT fell 71% YoY to A$15.9m, including a 

A$28m inventory impairment tied to unsold Omega-3 stock. 

The removal of ESG-driven price premiums has further 

weakened demand as the crop-derived EPA/DHA cannot 

undercut low-cost fish oil. Overall, limiting uptake and creating 

a major headwind for the segment.  

In response management cited “challenging market 

conditions” and retracted prior guidance that had projected 

Omega-3 revenue to double in FY25, further dampening 

investor confidence. Nufarm’s executives have since cut 

Omega-3 canola plantings by approximately 50% for FY25 to 

mitigate inventory risk, yet lingering oversupply remains due 

to weakened demand. Notably, reports of UBS engaging with 

Nufarm to explore potential divestment of the SeedTech and 

traits platforms have intensified market scepticism. While 

buyer appetite is high, a divestment would remove Nufarm’s 

key defensive moat, forcing a redeployment of proceeds into 

its traditional crop protection portfolio; a historically low-growth 
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and highly competitive space. This would re-commoditise 

Nufarm’s earnings base, leaving the company as a post-

patent with diminished growth optionality and a weaker long-

term outlook. Proceeds would offer limited deleveraging 

benefit and few high-return re-investment opportunities. We 

have strong conviction that post-divestment, Nufarm would 

face a structurally weaker growth outlook, with an earnings 

profile increasingly reliant on cyclical segments.  

2.0 High Leverage and Weak Cash Conversion 

Nufarm’s high leverage and weak cash conversion strain its 

balance sheet, intensifying exposure across agricultural 

down-cycles. As of 31 March 2025, net debt was 

approximately A$1.4b, equating to an underlying EBITDA/Net 

Debt ratio of ~4.5x; exceeding management’s target of ~1.5-

2.0x. The ~30% share price collapse following its weak interim 

H1 FY25 results reflects heightened investor uncertainty over 

deteriorating earnings, volatile cash flows and ongoing high 

capex requirements across its main manufacturing plants and 

seed research units – particularly within South America. As a 

result, high gearing has weakened its credit profile, prompting 

Flitch and the S&P to place the company on a negative watch. 

In response, the board suspended dividend payments and 

redirected focus toward debt reduction over shareholder 

returns.  

Despite planned deleveraging, underlying cash flows remain 

unstable, with a A$459m seasonal outflow driven by 

significant inventory buildup and the expansion of Seed 

Technologies’ working capital, including A$148 m in plant, 

equipment, R&D, and the bolt-on Yield10’s omega-3 

acquisition. Nufarm’s pledged cost cuts (A$50m) and targeted 

capex reduction below A$200m by FY26 hinge on a rebound 

in commodity prices, improved cash conversion, and stable 

agricultural conditions. All of which, are not expected given 

industry headwinds; thus, execution is unlikely. Additionally, 

because Nufarm’s ABL is sized off inventory at NOLV (e.g., 

glyphosate), any negative prices movements will shrink the 

borrowing base, heightening liquidity risk. 

Notably, the company’s elevated debt restricts its ability to 

invest in R&D or innovation. In a highly competitive market this 

is a major disadvantage as Nufarm is no longer able to 

differentiate from its industry peers through scale and 

technology. With fragile liquidity and minimal cushion against 

disruptions, any adverse movements in crop prices or weather 

extremes could force covenant renegotiations or dilute capital 

raises. Overall, we believe with weak earnings and high 

cyclicality, Nufarm’s high debt load remains a major burden, 

leaving little margin for error or financial flexibility. 

3.0 Crop Protection Headwinds for Post-patent Market 

Nufarm’s operates in a highly concentrated, post-patent 

agrochemical market dominated by global incumbents, such 

as Bayer Crop Science, BASF Agricultural Solutions, Corteva 

Agriscience, Syngenta Group and Nutrien. These players 

make up 55.6% (FY24) of the sectors revenue and have 

integrated end-to-end value chains (i.e., seeds, R&D, 

manufacturing, distribution) and proprietary pipelines. This 

enables economies of scale and premium product portfolios. 

Unlike its peers Nufarm is a pure-play formulator, relying 

heavily on third-party suppliers in China. Without patent 

protection, the company’s herbicides, fungicides, and 

insecticides, lack exclusive products and hence are 

undifferentiated from its competitors’; sold entirely on price 

and service. Overall, Nufarm remains structurally sub-scale 

and the forecasted upcoming expiration of 19 major patents 

by 2028 is expected to further intensify price competition. The 

company generates less than half the revenue of the top five 

global competitors, missing out on bulk purchasing and 

limiting market synergies. 

The crop protection market remains volatile but relatively 

inelastic, fluctuating with cyclical and seasonal agricultural 

conditions such as farm incomes, weather and crop cycles. In 

H1 FY25, Nufarm’s Crop Protection EBITDA declined by 

approximately ~40% YoY amid softer pricing and widespread 

customer destocking, highlighting the businesses sensitivity to 

industry shifts. Although the global market is expanding 

modestly at ~3-4% CAGR, incremental gains are 

predominately captured by dominant players with superior 

scale, integrated R&D pipelines and distribution networks. 

Growth is unevenly split; new innovations are growing faster 

than mature segments (i.e., generic herbicides), advantaging 

global incumbents with biotech solutions.  

Regulatory pressures are driving higher compliance costs and 

reducing Nufarm’s addressable portfolio. The EU’s Farm-to-

Fork strategy aims to halve pesticide use by 2030, leading to 

a mass reduction and banning of many active ingredients 

which Nufarm relies on. The Australian Pesticides and 

Veterinary Medicines Authority (APVMA) re-registrations have 

enforced product withdrawal, decreasing the company’s 

domestic range. Additionally, many countries are adopting 

similar restrictions to pledge more bio-based, lower-toxicity 

alternatives. All of which, favouring companies with more R&D 

capacity, not generic formulators such as Nufarm. 

Valuation – Nufarm Group 

To determine an intrinsic value for Nufarm, a suite of valuation 

methodologies was employed together, yielding a target share 

price of $2.21 and implying an 9.61% downside. The 

methodologies included a discounted cash flow (DCF), 

relative valuation, and precedent transactions valuation. Each 

method was weighted accordingly based on its relevance to 

Nufarm’s business model and industry dynamics, as well as 

the precision with which it captures the company’s underlying 

value. 

The DCF methodology was deemed the most reliable and 

therefore received the highest weighting (50%). The share 

price estimate was produced through two terminal value 

techniques – the perpetuity growth method and an exit 

multiple approach (EV/EBIT). Given that the perpetuity 

method better reflects the intrinsic value of mature, through-

the-cycle, cash-generative businesses and yields a direct 

forecast of free cash flow to the firm, it was assigned a 30% 

weight, while the exit multiple accounted for 20%. 

The relative valuation contributed 25% of the overall 

weighting. Comparators were selected based on similarity to 

Nufarm’s operations, business model and operating 

geographies, with peer weights informed by resemblance to 

Nufarm’s two revenue streams (Crop Protection and Seed 

Technologies) and by market capitalisation. Additionally, 
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given Australia and North America combined represented 

approximately half of Nufarm’s revenue, comparators were 

focused around Australian and North American geographies. 

Seven comparators were ultimately identified, and intrinsic 

values were derived using both last twelve months (LTM) and 

next twelve months (NTM) multiples. However, to ensure the 

valuation captures the forward-looking earnings profile of 

Nufarm, GHT Capital chose to focus on NTM multiples rather 

than LTM multiples. 

Finally, the precedent transactions analysis also carried a 

25% weighting. Transactions were screened for comparability 

in operations, revenue characteristics, and market 

capitalisation, with a focus on deals completed at reasonable 

valuation levels. While a broader mix of metrics would have 

been preferable, EV/EBITDA was the only consistently 

available multiple across the sample and was therefore used 

to ensure comparability. 

WACC 

The Weighted Average Cost of Capital (WACC) was 

estimated from market-based inputs and the company’s 

capital structure and used as the discount rate for the DCF. 

Starting with the cost of debt, Nufarm’s diverse portfolio of 

interest-bearing debt instruments necessitated a blended 

approach incorporating three methodologies: the interest 

coverage ratio method (15%), weighted average debt yield 

(75%), and the Altman Z-Score (10%).  

The interest coverage ratio, calculated over the past four 

years, was mapped to a synthetic B+ credit rating using 

Damodaran’s publicly available credit spread table (refer to 

the WACC sheet in the valuation model). This rating 

corresponds to a 2.61% credit spread over the moving 

average yield of 5-, 10-, and 15-year Australian Government 

bonds, resulting in a risk-free rate of 4.22% as of 31 August 

and an implied pre-tax cost of debt of 6.83%.  

The weighted average debt yield was derived by multiplying 

each debt facility’s interest rate by its relative share of total 

debt, producing an implied cost of debt of 6.55%.  

Finally, the Altman Z-Score is a financial formula that predicts 

the probability of bankruptcy for a company using five key 

financial ratios. The Altman Z-score method returned a score 

of 1.876 corresponding to an indicative CCC- credit rating. 

This was once again mapped to a 15.5% credit spread using 

Damodaran’s credit spread table above the same 4.22% risk-

free rate, implying a cost of debt of 19.72%.  

Applying the respective 15:75:10 weightings and adjusting for 

Nufarm’s 30% corporate tax rate, the post-tax cost of debt was 

calculated at 7.90%, which is considered high relative to the 

broader market and reflective of the company’s elevated credit 

risk and substantial leverage. It is important to note that the 

majority of Nufarm’s borrowings comprise of bank loans with 

variable interest rates and senior notes with fixed rates. While 

variable rates are likely to fluctuate over the forecast horizon, 

Nufarm’s relatively high leverage means that any movement 

in borrowing costs will have a material impact on the interest 

expense. As a result, lenders demand a higher risk premium 

to compensate for potential earnings volatility and covenant 

pressure. 

Next, the cost of equity was estimated utilising the Capital 

Asset Pricing Model (CAPM).  The risk-free rate was set at 

4.22%, based on a moving-average of 5-, 10- and 15-year 

Australian government bond yields. Additionally, the equity 

market risk premium (5.16%) was triangulated from three 

sources, KPMG, Aswath Damodaran and the Australian 

Energy Regulator (AER), and combined using explicit weights 

of 55%, 25% and 20% respectively. KPMG’s forward-looking 

estimate was assigned the greatest weight because it blends 

historical evidence with current market pricing and 

expectations, which we view as more informative in today’s 

volatile environment. Damodaran’s implied MRP provides a 

cross-check, grounded in long-run fundamentals and 
historical stability, while the AER’s estimate is tailored to 

Australia’s regulatory environment. Combining these 

estimates provides a balanced view that incorporates 

historical stability, current conditions and regulatory 

relevance.  

Beta was sourced from Bloomberg rather than manually 

calculated due GHT Capital’s belief in Bloomberg’s consistent, 

statistically robust, and standardised methodology, aligning 

with industry practice. These inputs imply a levered beta of 

~1.10 and deliver a cost of equity of 9.88%, which can be 

viewed as commensurate with the level of risk equity investors 

must take given Nufarm’s cyclicality, variable-rate exposure, 

and capital heavy business model. 

Overall, the WACC of 7.30% reflects the elevated risk profile 

and signals lender and investor caution, compressing 

valuation headroom versus peers operating in more stable, 

less rate-sensitive sectors. 

TGR 

The terminal growth rate (TGR) was anchored to long-run real 

GDP across Nufarm’s core geographies. The respective 

weightings for each geography were calculated based on their 

share of company revenue. Then for each region, a region-

level real growth rate was estimated using a 75:25 blend of 

historical GDP growth and published forecasts. Aggregating 

the three regions on this revenue basis produced a TGR of 

3.20%, which we view as a prudent proxy for Nufarm’s mature, 

diversified footprint and a check against overestimating long-

term growth.  

DCF 

The DCF with a perpetuity terminal value indicates a price of 

$2.28 per share, implying 6.49% downside. Unlevered FCF 

was projected over five years and discounted at a 7.30% 

WACC; terminal value was derived using a constant 3.20% 

terminal growth rate (TGR). Given the methodologies’ 

sensitivity to changes in the TGR and WACC, a sensitivity 

analysis was performed. A short position is maintained within 

a range of ±0.04% for TGR and ±0.5% for WACC, resulting in 

fair values between $2.02 to $2.23 for TGR and $3.28 to $1.47 

for WACC (refer to Appendix – WACC). 

As a cross-check to the terminal growth rate assumption, the 

exit multiple method was chosen to complement the 
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aforementioned perpetuity method. The EBITDA exit-multiple 

excludes the influence of capital expenditure, depreciation 

and amortisation which is key as comparators often have 

different capital structures, PP&E etc. which can significantly 

alter enterprise and EBITDA values. Using 5.88x EV/EBITDA 

at exit yields a fair value of $1.99, implying -18.55% downside. 

A sensitivity analysis further supported the short sale stance; 

within the range of ±0.75x for the EBITDA multiple produces 

fair values ranging from $1.39 to $2.59 and the range of ±2% 

for WACC produced fair values of $1.76 to $2.23 respectively 

(refer to Appendix – Exit Multiple) 

Dividend Discount Model (DDM) 

To cross-check intrinsic value, a DDM valuation was 

estimated. Dividends for the years FY25-FY30 were projected 

by applying the historical average dividend payout ratio 

(34.20%) to the forecasted net income and dividing by diluted 

shares outstanding to derive DPS Dividends Per Share (DPS). 

Beyond 2030, DPS was grown at a terminal rate of 3.20% 

(TGR). This yielded an indicative value of A$1.55 per share, 

implying a downside of -36%. The DDM was assigned a 0% 

weighting because it attributes a firm’s intrinsic value to cash 

returned via dividends making it a poor proxy for underlying 

equity value relative to other methodologies and hence served 

purely speculative purposes. 

Relative Valuation (RV) 

A relative valuation for Nufarm was undertaken by blending 

EV/EBITDA, EV/EBIT, and P/E multiples as they were 

deemed the most appropriate when valuing crop protection 

and biotechnology companies. The comparator set was 

normalised for geography and reporting standards; in 

particular, adjustments were for ASX based companies to pre-

IFRS 16, which brought operating leases on balance sheet 

and inflated EBITDA. To keep comparisons “like-for-like,” 

lease liabilities were removed from debt in enterprise value 

and EBITDA/EBIT definitions were aligned across companies, 

limiting the risk that multiples are skewed for more highly 

leased or leveraged companies. The share price was 

determined by averaging all three multiples.  

Precedent Transactions (PT) 

For the Precedent Transactions valuation, transactions were 

screened for similarity to Nufarm’s operations, business 

model, and core geographies, with valuation benchmarks 

based on EV/EBITDA. Since no transaction-specific 

premiums were disclosed, a 30% control premium was 

applied, consistent with that used in previous valuations 

(Stewart, R.), to bridge enterprise values to an implied minority 

share price. The resulting multiple indicated a $2.48 target, 

implying a 2% upside with prices ranging from $2.23 (Quartile 

1) and $3.12 (Quartile 3).  

The comparatively higher valuation versus other 

methodologies likely stems from additional premiums 

stemming from synergies, competitive auction dynamics and 

deal timing. However, despite the headline output suggesting 

a small upside, the lower quartile still sits within intrinsic 

estimates from other approaches. 

 

Valuation – SeedTech Divestment 

To further support the investment theses, a potential 

SeedTech divestment was evaluated using a sum-of-the-parts 

approach. The analysis derived an indicative equity value of 

A$646 million (pre control premium) from a blended DCF/exit-

multiple framework. Applying a 25% control premium 

(consistent with outcomes seen in Nufarm’s historical 

transactions per PWC) produces a triangulated SeedTech 

equity value of ~AU$808 million. On this basis, a share-price 

waterfall was constructed: beginning with the current price of 

AU$2.44, adding gross per-share proceeds of ~AU$2.10 

(AU$808 million / 385.6 million diluted shares) and then 

deducting the removal of SeedTech FCF (-AU$1.98/share) 

and a market multiple reset (-A$0.23/share). The outcome is 

a post-divestment value of AU$2.32/share, a 4.82% discount 

to spot. In other words, divesting SeedTech does not unlock 

equity value; it largely swaps one cash flow for another while 

leaving the remaining Crop Protection portfolio more 

commoditised, price-led and priced on lower EV/EBITDA and 

EV/EBIT multiples. 

 

A sensitivity analysis does not change this conclusion. Across 

a WACC range of 6.3% to 8.3% and control premiums of 15% 

to 32%, the SeedTech divestment indicates fair values 

ranging from $2.14 to $2.42 and $2.15 to $2.44 respectively. 

Even under optimistic assumptions, the implied value does not 

provide a premium to the current share price. Even if all 

proceeds were directed towards de-levering, leverage relief is 

capped because SeedTech’s EBITDA (and embedded option 

value) disappears with the sale. In effect, divestment is not a 

fix for the core problem; it is at best value-neutral and more 

likely dilutive over time. 

Scenario Analysis 

Scenario analysis was conducted to assess a bull and bear 

case for Nufarm. These scenarios are based on Nufarm’s 

exposure to various market risks in the economic climate. 

In the Base Case, Nufarm is expected to recover steadily from 

the supply-chain and inventory challenges that characterised 

FY24. Nufarm Group revenue is projected to increase from 

AU$3.66 billion in FY25 to AU$3.83 billion in FY26, 

representing a compound annual growth rate (CAGR) of 

approximately 4.5%. EBITDA is forecast to stagnate at around 

A$390m over the FY25-FY26, negating the benefits of a 

targeted A$50m annual cost-saving program. NPAT is 

expected to recover to AU$87m by FY27, but margin 

expansion is limited, operating leverage remains muted, and 

interest expense absorbs much of the incremental profit, 

leaving returns only marginally improved and free cash flow 

sensitive to any changes in working capital. 
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The Bull Case assumes favourable seasonal conditions, 

higher planting activity, and a faster rebound in agricultural 

input demand with an estimated share price of $2.41. Under 

this scenario, revenue reaches AU$4 billion by FY27, with 

EBITDA rising to AU$407 million and NPAT to AU$95 million. 

Margin expansion is driven by higher soft commodity prices, 

improved utilisation rates, and sustained fish oil recovery 

above US$2,800 per tonne. However, there is still downside, 

implying a 1.14% discount, leaving little valuation headroom 

and high sensitivity to any stumble in pricing, yields, or omega-

3 markets.  

Conversely, the Bear Case reflects prolonged weather 

volatility, subdued crop prices, and continued weakness in 

Omega-3 markets. These market conditions will result in an 

estimated share price of $1.89. Revenue growth falls with 

FY27 no longer hitting AU$4 billion, with EBITDA falling below 

AU$380 million and NPAT remaining limited to AU$60-$72 

million. Under this scenario, leverage remains elevated above 

pre-IFRS 3× Net Debt/EBITDA, potentially restricting future 

investment capacity. Overall, it implies a significant downside 

of 22.73%. 

Overall, Nufarm’s performance remains highly sensitive to 

agricultural cycles and commodity-linked inputs. Even if 

assuming clean execution on the cost-out and a rebound in 

Seed Technologies, the upside is thin: the Bull Case offers 

only 1.23% share-price upside, while the Bear Case implies 

22.73% downside, a starkly asymmetric risk profile. 

Catalysts 

There are several events which would catalyse large revisions 

in Nufarm’s earnings expectations and therefore share price. 

These events include weather events and seasonal 

performance, Omega- 3 pricing, trade and tariff changes, and 

patent and regulatory risks. 

Agricultural input demand is highly sensitive to seasonal and 

climatic volatility, making weather a key determinant of 

Nufarm’s earnings performance. The company has repeatedly 

faced adverse impacts from droughts, delayed rainfall, and 

extreme weather events, which have compressed demand 

and disrupted distribution channels. This was particularly 

evident in 2019, when severe dry conditions across Australia 

and Europe contributed to a statutory net loss of $13.6 million 

for Nufarm. More recently, global crop protection volumes 

declined by approximately 5.4% in 2024 amid widespread 

excess rainfall and drought conditions (Bloomberg, 2024). 

Consequently, weather variability remains the most immediate 

and material catalyst driving Nufarm’s earnings volatility and 

posing persistent downside risk to its outlook. 

Furthermore, Nufarm’s Omega-3 canola oil segment, 

commercialised through its Nuseed subsidiary, provides a 

plant-based alternative to traditional fish oil. However, 

earnings from this segment remain highly sensitive to global 

Omega-3 price fluctuations, which are largely dictated by fish 

oil supply dynamics and evolving consumer demand for 

sustainable alternatives. 

Following a sharp price surge in 2022–2023, the IFFO (The 

Marine Ingredients Organisation, 2024) reported a 

subsequent 15% year-on-year decline in fish oil prices due to 

improving yields. This downturn constrains Nufarm’s near-

term pricing power and profitability, particularly given its 

modest market presence and elevated production costs 

associated with early-stage commercialisation. As such, while 

the Omega-3 segment offers strategic diversification, it 

remains vulnerable to commodity price volatility and limited 

scale efficiencies, dampening its potential as a near-term 

earnings driver. 

More so, escalating tariff uncertainty represents a downside 

catalyst for Nufarm’s share price, as higher input costs, 

regulatory friction, and reduced competitiveness compress 

operating margins and constrain near-term earnings growth. 

Nufarm’s reliance on cross-border supply chains for raw 

materials and finished products makes the company 

particularly vulnerable to shifts in trade policy. Bloomberg 

(2024) noted that U.S. tariffs on Chinese chemical inputs were 

raised to 25%, amplifying cost pressures across 

agrochemicals. Given Nufarm’s reliance on China for key 

active ingredients and intermediates, any further escalation 

risks compressing margins, disrupting procurement, and 

undermining export competitiveness. 

Lastly, expiring patents and intensifying competition from 

generic crop protection products weigh heavily on Nufarm’s 

earnings outlook. As key formulations lose exclusivity, 

competitors leverage low-cost manufacturing to replicate and 

undercut Nufarm’s products, weakening pricing power and 

eroding market share. Notably, more than 60% of Nufarm’s 

crop protection revenue is derived from off-patent or soon-to-

expire products (Bloomberg, 2024), significantly constraining 

the potential for sustained margin expansion. While Nufarm 

continues to invest in innovation, the declining strength of its 

patent portfolio is undermining intellectual property protection 

and slowing the monetisation of R&D efforts, ultimately 

weighing on profitability and investor sentiment. 

Recommendation 

We have high conviction in the underweight position for 

Nufarm with a current target price of $2.21, implying a 

downside of 9.61% from its current price of $2.44. Under the 

bull case, assuming that Omega-3 pricing recovers, cost 

savings are achieved, inventory days are reduced and Nufarm 

continues to de-lever, the upside is minimal compared to that 

of the downside from the bear case, indicating an asymmetric 

risk profile that favours the downside.  

Despite the conviction, however, a short sale is not 

recommended. Nufarm is a highly cyclical company and can 

have sudden share price rallies on short term catalysts such 

as weather, planting and soft-commodity swings, making 

timing difficult and squeezes likely. This is exacerbated by the 

current macro backdrop, where abrupt changes in U.S. tariffs 

and trade policy can quickly swing input costs, margins, and 

sentiment. In short, the downside case is credible, but 

maintaining a short is operationally demanding and carries 

more risk than the valuation gap alone implies. 



    

  
9
 
 

 

October 2025 Aussie Opportunities 1 

Bibliography 

Bayer (2024). Bayer Annual 2024 Report. Available at: 

https://www.bayer.com/sites/default/files/2025-03/bayer-annual-

report-2024.pdf 

Bloomberg (2024). Agricultural Market Outlook Webinars | 

Bloomberg Professional Services. Bloomberg Professional 

Services. Available at: 

https://professional.content.cirrus.bloomberg.com/professional2

023/insights/webinar/agricultural-market-outlook/ 

David Li (2025). China Price Index: Structural Capacity 

Adjustments Drive Price Volatility for Glyphosate and 

Glufosinate. AgriBusiness Global. Available at: 

https://www.agribusinessglobal.com/abg-update-feature/china-

price-index-structural-capacity-adjustments-drive-price-

volatility-for-glyphosate-and-glufosinate/#slide=79574-79595-3 

FAO (2021). OECD-FAO AGRICULTURAL OUTLOOK 2021-

2030. Available at: 

https://openknowledge.fao.org/server/api/core/bitstreams/f5f1d5

19-dca8-4b55-8c0b-f7de6e7a7a48/content 

Fitch Ratings (2024). Fitch Places Nufarm on Rating Watch 

Negative After Announcement of Seed Technologies Review. 

Available at: https://www.fitchratings.com/research/corporate-

finance/fitch-places-nufarm-on-rating-watch-negative-after-

announcement-of-seed-technologies-review-02-06-2025? 

FNArena (2025). Seeds Of Doubt For Nufarm - FNArena.com. 

Available at: https://fnarena.com/index.php/2025/05/26/seeds-

of-doubt-for-nufarm/? 

GuruFocus (2025). Welcome To Zscaler Directory 

Authentication. Available at: 

https://www.gurufocus.com/news/2878667/half-year-2025-

nufarm-ltd-earnings-call-transcript 

GVR (2024a). Agrochemicals Market Size To Reach $390.17Bn 

By 2030. Available at: 

https://www.grandviewresearch.com/press-release/global-

agrochemicals-market 

GVR (2024b). Agrochemicals Market Size, Share, Trend | Global 

Industry Report, 2025. Available at: 

https://www.grandviewresearch.com/industry-

analysis/agrochemicals-market 

Jeon, D., Kang, Y., Lee, S., Choi, S., Sung, Y., Lee, T.-H. and 

Kim, C. (2023). Digitalizing breeding in plants: A new trend of 

next-generation breeding based on genomic prediction. 

Frontiers in Plant Science, 14. doi: 

https://doi.org/10.3389/fpls.2023.1092584 

Jestin, P. (29AD). Indian specialty chemicals sector eyes growth 

boost over new few years. Available at: 

https://www.icis.com/explore/resources/news/2023/03/29/10872 

76/indian-specialty-chemicals-sector-eyes-growth-boost-over-

next-few-years/ 

Lorbeer, C. and Obi Ezekoye (2024). The state of the chemicals 

industry: Time for bold action and innovation. McKinsey & 

Company. Available at: 

https://www.mckinsey.com/industries/chemicals/our-

insights/the-state-of-the-chemicals-industry-time-for-bold-

action-and-innovation 

 

Mathers, H. (2024). Nufarm shares sink after warning of 

‘challenging’ first half. Capital Brief. Available at: 

https://www.capitalbrief.com/briefing/nufarm-shares-sink-after-

warning-of-challenging-first-half-96bce0ce-8f86-4a83-98eb-

6cedc4d101c3/ 

Nufarm (2019). Nufarm Interim Results 2019 - Nufarm. Available 

at: https://nufarm.com/announcements/nufarm-interim-results-

2019/ 

Nufarm (2025). Nufarm FY25 Half Year Results. Available at: 

https://cdn.nufarm.com/wp-

content/uploads/2025/05/21083218/Nufarm-1H25-presentation-

FINAL_20250521_0600.pdf 

ResearchandMarkets (2025). Seeds Market Outlook, 2030 - 

Research and Markets. Available at: 

https://www.researchandmarkets.com/reports/6061627/seeds-

market-outlook 

Statifacts (2024). Specialty Chemicals - Global | Statista Market 

Forecast. Available at: 

https://www.statifacts.com/outlook/specialty-chemicals-market 

Stewart, R. (2019). Nufarm Limited Independent Expert’s 

Report. Available at: https://cdn.nufarm.com/wp-

content/uploads/2019/11/01073043/Project-Larry-IER-FINAL-

23-October-2019.pdf 

Additional Sources used in Modelling: 

Capital IQ (2025). Nufarm (ASX:NUF). Retrieved from S&P 

Capital IQ database. 

Bloomberg (2025). Nufarm (ASX:NUF). Retrieved from 

Bloomberg database. 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://professional.content.cirrus.bloomberg.com/professional2023/insights/webinar/agricultural-market-outlook/
https://professional.content.cirrus.bloomberg.com/professional2023/insights/webinar/agricultural-market-outlook/
https://www.agribusinessglobal.com/abg-update-feature/china-price-index-structural-capacity-adjustments-drive-price-volatility-for-glyphosate-and-glufosinate/#slide=79574-79595-3
https://www.agribusinessglobal.com/abg-update-feature/china-price-index-structural-capacity-adjustments-drive-price-volatility-for-glyphosate-and-glufosinate/#slide=79574-79595-3
https://www.agribusinessglobal.com/abg-update-feature/china-price-index-structural-capacity-adjustments-drive-price-volatility-for-glyphosate-and-glufosinate/#slide=79574-79595-3
https://fnarena.com/index.php/2025/05/26/seeds-of-doubt-for-nufarm/
https://fnarena.com/index.php/2025/05/26/seeds-of-doubt-for-nufarm/
https://nufarm.com/announcements/nufarm-interim-results-2019/
https://nufarm.com/announcements/nufarm-interim-results-2019/


    

  
10
 
 

 

October 2025 Aussie Opportunities 1 

Appendix 

Revenue Drivers Forecasted Growth 
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Financial Statements (Income Statement, Balance Sheet, Cashflow Statement 
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WACC Summary 
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DCF Perpetuity Approach Sensitivity Analysis 
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DDM Valuation 
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SeedTech Divestment Summary 
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SeedTech Divestment Share Price Waterfall 
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