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Market Cap $34.7 billion 
 

Enterprise Value (Aug. 12/10) $38.0 billion 

Enterprise Value Per Share $128.30 
 

50-day Average Volume 987,400 

200-day Average Volume 995,700 
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Symbol TSX/NYSE: POT 

Website www.potashcorp.com 
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UPDATE: Q2/2010 & TECHNICAL REPORT 
 

Potash Corporation of Saskatchewan Inc. (“PotashCorp” or the 

“Company”) is the world's largest fertilizer enterprise by capacity, 

producing the three primary plant nutrients, and is a leading 

supplier to three market categories: (1) agriculture, with the largest 

capacity in the world in potash, third largest in phosphate and 

nitrogen; (2) animal nutrition, with the world's largest capacity in 

phosphate feed ingredients; and (3) industrial chemicals, as the 

largest global producer of industrial nitrogen products and the 

world's largest capacity for production of purified industrial 

phosphoric acid. 

 

PotashCorp, has published its second-quarter 2010 results. 

Reported earnings for the quarter were the second-highest Q2 

earnings in the Company’s history, and were more than double 

earnings reported in the corresponding period of 2009. 

 

The Company’s second-quarter 2010 earnings came in at 

US$472.0 million (US$1.55 per share*), compared with US$186.2 

million (US$0.61 per share) in the second quarter of 2009. 

PotashCorp reported that the Q2/2010 performance reflected the 

continuing recovery in fertilizer demand as well as a US$69.6 

million special dividend (about US$0.17 per share) from the 

Company’s investment in Israel Chemicals Ltd. 
 

*Per-share amounts pertain to diluted net income per share. 

http://www.bigcharts.com/
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Second-Quarter Results (continued) 
 

Q2/2010 Gross Margin was more than triple that of Q2/2009, at US$583.6 million versus US$169.1 million, and driven 

mainly by potash.  This raised total Gross Margin for the first six months of 2010 to US$1.3 billion. EBITDA for 

Q2/2010 was US$768.9.million, more than double the US$354.4 million of Q2/2009.  Cash flow prior to working 

capital changes was also more than double the corresponding period of 2009, at US$642.3 million, compared with 

US$304.7 million. 

 

PotashCorp said that, although concerns about the debt levels of some European nations and the pace of global 

economic recovery weighed heavily on financial markets during most of the second quarter of 2010, the fundamentals 

for fertilizer were strengthening. 

 

 

FERTILIZER INDUSTRY OUTLOOK 
 

As noted in our April 22, 2010 Technicalities Report, although the global fertilizer industry was affected adversely in 

2009, the long-term agricultural realities remain intact: (a) world population is rising; (b) emerging economies are 

growing; (c) more and better food is desired. The reality is that people need to eat, and modern agriculture makes it 

possible to sustain global development. The major driving forces include: 

 

 Population and income are growing in tandem; 

 Demand for food continues to increase; and  

 More people are able to buy more food, which strains grain supplies. 

 

In the context of the demand for food having tightened global grain supplies, PotashCorp points out the importance of 

addressing nutrient deficiencies in the soil - something that is expected to strengthen demand for all nutrients, 

particularly potash, in both the near term and long term. 

 

 

WHEAT 

 

At the end of June, we turned bullish on wheat (see our June 28 Clarion, page 1, (Click here).  This was based largely 

on the devastating effect that the extremely wet conditions that prevailed in the western Canadian prairie provinces 

would have on production this year. The adverse Canadian weather conditions were in stark contrast to the generally 

good crop conditions existing in the USA. Nevertheless, there was small, but growing, evidence of concerns about 

global wheat production.  

 

The drought in Russia and the eventual wheat export ban from that country beginning mid-August and scheduled to last 

until the end of the year, has sent wheat futures soaring. Ukraine and Kazakhstan also are experiencing drought 

conditions. The situation in perennial drought-ridden Western Australia, which typically provides around 40% of 

Australia’s wheat exports, looks bleak too as insufficient rain is expected to lead to a significant drop in production this 

year.  

 

Higher wheat prices (and other grains, too) have two implications: over the longer term, food prices and agricultural-

related stocks will likely go higher. 

 

 

 

http://www.eresearch.ca/_report/Clarion_F_2010June28_TrackingCommodityPrices.pdf
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TECHNICAL REPORT ON POTASH CORP. 
 

Conclusion: Take (any) PotashCorp profits. 

 

July 2010 will be remembered not only for the record high global temperatures, but also for the spectacular rise in 

commodity prices, including wheat and soybeans (see below). 

 

CHART #1: WHEAT  
 

 
 

CHART #2: SOYBEANS 
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CHART #3: POTASH CORP. 
 

This explosion in commodity prices was also the catalyst that drove the fertilizer sector higher, starting in early July. 

Since the last Buy signal, given on July 9, 2010, PotashCorp gained as much as 21% at its peak (see next chart). The 

up-move in PotashCorp may be over and, in our opinion, on a short-term view, it is time to take some profits. 
 

 
 

CHART #4: EARLY WARNING SIGNAL 
 
In our last Technicalities Update on PotashCorp on May 17, 2010, we wrote, “The shares of Potash Corporation of 

Saskatchewan Inc. appear oversold and poised for recovery. This pre-supposes that the market does not go into a funk 

and experience a share decline.” At the time, the stock was trading at $102.78, which we considered to be “Oversold”.  

Although the stock subsequently sunk a further 14% to a low of $88.68, since the strong Buy signal of early July, the 

stock has risen sharply, 21%, and is now considered “Overbought”. And, very recently, as shown in the following chart 

at the arrow, a new Early Warning Signal has been issued. 
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CHART #5: PROS VERSUS PUBLIC  
 
The chart below shows that the Pros (i.e., financial institutions and money managers) gave up control of the stock in 

late March, and did not regain control until early July. (Blue line = Pros, Red line = Public). The Pros came back in 

July, and took the stock higher week after week. It now looks like the Pros are starting to give up control once again. 

 

 
 

CHART #6: FOUR PRICE TARGETS EXCEEDED 
 
Since the early July Buy signal, PotashCorp has been able to run up four price targets. This is unusual, as most stocks 

typically move one or two lines at a time. We refer to the acceleration in price that occurred over the past couple of 

weeks as Panic Buying. While this can be exciting while it is happening, it can also be the catalyst for dramatic 

pullbacks (i.e., the stock falls faster than it rises). See the following chart for critical share price points, which are 

$118.75, $125.00 and $131.25. These have all been significant areas of support and resistance in the past. 

 

 



   
___________________________________________________________________________________ 

eResearch Corporation www.eresearch.ca Page 6 
 

 

CHART #7: RESISTANCE LEVEL 
 

Taking a look at longer-term price targets using the weekly chart, the chart below shows that PotashCorp has run into a 

band of resistance below the $125 area. This is the point where PotashCorp starts running out of steam. Last week, 

PotashCorp ran right into the bottom of this band of long-term price congestion.  

 

 
 

CONCLUSION 
 

We think it unlikely, in the near term, that PotashCorp will break through the band of resistance at $125. Consequently, 

we think it prudent to lock in some profits, and hold a lesser position until, or if, there is an official Sell signal which, 

currently, would occur around $109.23, as shown as the bottom of the average price band in the following chart. 
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DISCLAIMERS 
 

eResearch Disclosure Statement 
 

eResearch operates two business segments: (1) the provision of equity research to the investment 

community; and (2) the offering of its abilities to assist companies raise capital. 

 

The research activities and operations of eResearch are carried out solely by its Research Services 

division, which provides published research and analysis to the investing public on its website 

(www.eresearch.ca), through its extensive electronic distribution network, and through newswire 

agencies. eResearch makes all reasonable efforts to provide its research, via e-mail, simultaneously to 

all subscribers. 

 

The capital raise activities and operations of eResearch are carried out solely by its Capital Services 

division, which engages only in capital market services with Corporate Issuers and Accredited 

Investors. eResearch does not manage money or trade with the general public which, combined with 

the full disclosure of all fee arrangements, the strict application of its Best Practices Guidelines, and 

the creation of an effective "Ethical Wall" between the Research Services and the Capital Services 

divisions, should eliminate potential conflicts of interest. 

 

 

theUpTrend.com Disclosure Statement 
 

TheUpTrend.com is an information service for investors and traders, and is neither a recommendation 

nor an offer to buy or sell securities. TheUpTrend.com is not a broker or an investment adviser, and is 

not acting in any capacity to influence the purchase of any security.  

 

TheUpTrend.com and its personnel may already have positions in equities presented.  

 

TheUpTrend.com, its officers, directors, employees, and consultants shall not be liable for any 

damages, losses, or costs of any kind or type arising out of or in any way connected with the use of its 

products or services.  

 

In many instances, securities presented should be considered speculative with a high degree of 

volatility and risk. Before trading securities, an investor or trader should consult with a qualified 

broker, investment adviser, and/or other market professionals.  

 

All commentaries, suggestions, recommendations, and trade decisions are based solely on technical 

analysis and are not based upon company fundamentals, news, earnings, or rumours. Past performance 

is not indicative of future performance.  

 

Further information regarding theUpTrend.com can be obtained from its website: 

www.theuptrend.com.  

http://www.eresearch.ca/
http://www.theuptrend.com/

