Chemical Economics Handbook

Ammonia

Abstract

Ammonia is the basic building block of the world nitrogen industry; consumption of ammonia for nitrogen fertilizers
account for more than 80% of the world ammonia market. Nitrogen fertilizers are the most widely used fertilizers in the
world, accounting for close to 60% of all fertilizers. With the exception of China, where much of the ammonia is produced
from coal gasification, most of the world’s ammonia is produced from natural gas.

The following pie chart shows world consumption of ammonia:
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Ammonia is processed into downstream fertilizer products before being applied to the soil. These products include urea,
ammonium nitrates, ammonium sulfate, ammonium phosphates, and nitrogen solutions. Consumption of ammonia in
industrial applications is projected to grow slightly faster than fertilizer use during the forecast period. Ammonia is used
to produce ammonium nitrates that are used to make explosives (covered in the CEH Explosives and Blasting Agents
report). It is also used in the production of acrylonitrile for acrylic fibers and plastics, hexamethylenediamine for nylon
66, caprolactam for nylon 6, isocyanates for polyurethanes and hydrazine, and various amines and nitriles.

The global ammonia market had been steady in the recent past until the start of the COVID-19 crisis. There were minimal
constraints associated with feedstock natural gas availability in key producing regions. Mainland China experienced a
sharp increase in coal prices and faced steeper competition in its urea export market resulting in a drastic decline in
ammonia production from 2016 to 2018. However, production increased in 2019 in the Middle East and the United States,
with only a minor loss in total global production.
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The world has been experiencing weaker nutrient demand in recent years because of poor economic prospects, lower crop
and food prices, increasing competition, and fluctuating energy prices. A reduction in fertilizer prices has had a significant
impact on fertilizer producers’ earning potential. Although there have been capacity curtailments, consolidation
announcements, and cost-cutting measures, fertilizer production and import levels have remained healthy. Because of
COVID-19, the demand for ammonia fell drastically in 2020. It was caused by a decrease in the demand for industrial
consumers while the agricultural sector experienced a smaller decline, mostly because of logistics and financial issues.

The shares of feedstocks such as naphtha and fuel oil are declining; natural gas is the preferred raw material for newer
ammonia plants. During the forecast period, the share of natural gas is expected to increase. However, ammonia plants are
expensive; investment costs can exceed $1 billion and plants can take up to three years to build.

During 2020-25, world apparent consumption of ammonia is forecast to increase by about 12.9%. The global ammonia
supply/demand balance is expected to move toward a surplus, as future capacity additions will continue to outpace
consumption. Ammonia capacity is increasing primarily in areas where the availability and cost of natural gas are lower, in
particular, the United States and the Middle East.

For more detailed information, see the table of contents, shown below.

IHS Markit’s Chemical Economics Handbook - Ammonia is the comprehensive and trusted guide for anyone seeking
information on this industry. This latest report details global and regional information, including

| O
Global summary; Producers with Production figures Consumption and Manufacturing Trade - imports
regional coverage annual capacities and trends forecasts by end use processes and and exports
and plant sites application environmental issues

Key benefits

IHS Markit’s Chemical Economics Handbook - Ammonia has been compiled using primary interviews with key
suppliers and organizations, and leading representatives from the industry in combination with IHS Markit’s unparalleled
access to upstream and downstream market intelligence and expert insights into industry dynamics, trade, and
€CONOmMIcs.

This report can help you

« Identify trends and driving forces influencing chemical markets

« Forecast and plan for future demand

« Understand the impact of competing materials

« Identify and evaluate potential customers and competitors

« Evaluate producers

« Track changing prices and trade movements

« Analyze the impact of feedstocks, regulations, and other factors on chemical profitability
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CustomerCare@ihsmarkit.com

Americas: +1 800 IHS CARE (+1 800 447 2273)
Europe, Middle East, and Africa: +44 (0) 1344 328 300
Asia and the Pacific Rim: +604 291 3600

Disclaimer

The information contained in this report is confidential. Any unauthorized use, disclosure, reproduction, or dissemination, in full or in part, in any media or by any
means, without the prior written permission of IHS Markit or any of its affiliates (“IHS Markit”) is strictly prohibited. IHS Markit owns all IHS Markit logos and trade
names contained in this report that are subject to license. Opinions, statements, estimates, and projections in this report (including other media) are solely those of
the individual author(s) at the time of writing and do not necessarily reflect the opinions of IHS Markit. Neither IHS Markit nor the author(s) has any obligation to up-
date this report in the event that any content, opinion, statement, estimate, or projection (collectively, “information”) changes or subsequently becomes inaccurate.
IHS Markit makes no warranty, expressed or implied, as to the accuracy, completeness, or timeliness of any information in this report, and shall not in any way be li-
able to any recipient for any inaccuracies or omissions. Without limiting the foregoing, IHS Markit shall have no liability whatsoever to any recipient, whether in con-
tract, in tort (including negligence), under warranty, under statute or otherwise, in respect of any loss or damage suffered by any recipient as a result of or in
connection with any information provided, or any course of action determined, by it or any third party, whether or not based on any information provided. The inclu-
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