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Mosaic Disappointment Could Get Worse: Removing MOS from our
Recommended List: On the Basis of Expected Future Earnings

Introduction

We are removing Mosaic from our recommended list on the basis of their current earnings and expected
earnings going forward. We are recommending a sell on the stock with a projected price target of $30 in
the intermediate future, or lower.

After the close today Mosaic reported their Q309 earnings with net earnings of $58.8M or $0.13 on sales
of 1375.5. This compared to Q308 with net income of $520.80 or $1.17 on sales of 2147.2.

Our greatest concern was that the sales of phosphates tonnage was down 50% year over year and their
sales of potash tonnage were down 63%. Of greater concern was that their average selling prices of
phosphates were down y/y from $487 per ton to $413 per ton or 15%. That would not trouble us as
much if their Q209 price was not $1083 or a 61.9% decline q/q, from last quarter. Potash was better, but
perhaps a disaster ready to happen in that their average price for potash actually increased from Q209 to
the current quarter, from $529 to $565 or a 7% increase.

In essence we are finding a 67% drop in per unit sales of both potash and phosphates but more startling a
62% decline in price in phosphates, their main product in one quarter. Even worse despite the fact that
their net sales were down 35.9% their COGS were down only 15.0%. Then we have forward quarters
where they will have very difficult price comparisons since there was nearly a 200% price increase last
year.

Analysis

What may have surprised everyone is that despite a drop of 58% in units sold, their sales price q/q for
phosphates was down 62%. We were surprised despite the data telling us that prices for phosphates were
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down 60% from the PPI table, we did not believe it, because we were under the impression that the
wholesale price had fallen but that the companies were maintaining their price structure to the suppliers.
What may have confused us were these tables present at their analyst meeting on Jan13, 2009.

Figure IB: Slide 82 of Mosaic’s 2009 Institutional Investor & Analyst Meeting

Value Driver: Phosphates Revenue
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Figure IC: Slide 16 of Mosaic’s 2009 Institutional Investor & Analyst Meeting

Crop Nutrient Markets Recalibrate
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These tables as presented at their analyst meeting in January indicated that MOS was maintaining their
price to the wholes seller while the whole seller may have been trying to unload inventory at lower
prices. This confused us when we looked at the PPI phosphates which were down 60% and we ignored
those results thinking that the price decline was only from the whole seller.

Our second concern is that while Potash pricing has remarkably held up but in light of what we have
seen with phosphates we believe that Potash cannot hold up. The potash price has held up because of
year long contracts with many of the international countries and there is a stronger oligopoly for that
element. However, the countries see what has happened to the price of phosphates and we do not believe
they will agree with high prices going forward, and in fact are likely to similar demand a price reduction.
We have argued that while China thinks that they are doing themselves a favor by having year long
fixed price agreements, they in reality may be setting the price to high which is why Potash is still
increasing in this market, with the China price setting a floor.

The third major concern is that with the price drop we have only seen the first quarter of comparisons of
Q308 to Q309. When we factor in y/y for Q409 and then Q110 in comparison their y/y comparables
when prices were not 15% lower but 60% lower this may foreshadow a real awakening to how really
bad this report was.

Dropping MOS from Recommended List

On this basis we are removing Mosaic from our recommended list and suggesting that holders sell MOS
and wait till prices improve before considering purchasing again. We would not be surprised to see this
stock selling below $30 per share before that happens. We cannot see how Q409 and Q1 and Q2 2010
can impress anyone when the price of phosphates will be 60% higher in the prior quarter as compared to
only 15% from this quarter on y/y comparisons.

If prices remain where they are for phosphates through the end of this year the y/y comparison for Q210
with Q209 will have phosphate prices down 62% y/y for comparison basis not the 15% we had this
quarter. The price of Phosphates increased nearly 500% in the past two years as seen in the table above.

Then if we have some price destruction in Potash this company is likely to be losing money by year end,
and the stock price will not be friendly to that occurrence, particularly if there is no price increase in
sight. Additionally farm income which is the best projector of fertilizer prices are declining not going

up.
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Certification:

I, Philip L. Miller (or any research analysts at SISR Inc.) certify/certifies that the views expressed in this
report accurately reflect my personal views about the subject companies and securities. In addition no
part of my compensation was, is or will be directly or indirectly related to the specific recommendations
or views expressed in this report.

Recommendation Scale:

Stock Rating:

1 — Recommended List — The stock has our highest recommendation and is expected to outperform the
average equal weighted expected total return of the overall Market irrespective of sector. Our investment
horizon is 12 — 18 months except as specified by the reporting analyst.

2 — Overweight — The stock is expected to outperform the equal weighted expected total return of the
sector coverage. Our investment horizon is 12 — 18 months except as specified by the reporting analyst.
3 — Neutral — The stock is expected to perform in line with the equal weighted expected total return of
the sector coverage. Our investment horizon is 12 -18 months except as specified by the reporting
analyst.

4 — Underweight — The stock is expected to under-perform the equal weighted expected total return of
the sector coverage. Our investment horizon is 12 -18 months except as specified by the reporting
analyst.

5 — Rating Suspended — The rating and target price have been suspended temporarily to comply with
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting
in an advisory capacity in a merger or strategic transaction involving the company.

Sector Ratings:

1 - Recommended Sector — The sector has the highest recommendation with continued improving
valuations and rapid growth.

2 — Positive — The sector fundamentals and valuations are improving with a positive second derivative.
3 — Neutral — The sector fundamentals and valuations are flat with the second derivative close to zero or
with a neutral slope.

4. Negative — The sector fundamentals and valuations are negative with a negative second derivative.

5 — Rating Suspended — The rating and sector targets have been suspended temporarily to comply with
applicable regulations and/or firm policies in certain circumstances including when SISR Inc. is acting
in an advisory capacity in a merger or strategic transaction involving the company.

Price Chart:

A price chart, with changes of ratings and price targets in prior periods, is included above, for all
securities covered in this report.

Additional Disclosures:

This report is for information purposes only and should not be construed as a solicitation or an offer to
buy the securities or other instruments mentioned in the report. This report may not be reproduced in any
manner, without the written permission of SISR Inc.
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This research report is based on current public information, with the possible exception of disclosures
relating to SISR Inc., that SISR Inc. deems to be reliable and as accurate as reasonably possible. SISR
Inc., however, makes no claim to the accuracy and completeness of this reports, and this report should
not be relied on as such, or as a statement of factual content.

This research report is prepared for general information purposes only. In addition this information does
not consider the specific investment objectives, financial situation and particular needs of any
individual, or institution. Investors and/or institution should seek financial advice and or internal due
diligence for institutional investors, as to the appropriateness of investing in any securities or investment
strategies mentioned or recommended.

Analyst as Officer or Director: No analyst will serve as an Officer or Director. SISR Inc. prohibits its
analysts, persons reporting to analysts or members of their households from serving as an officer,
director, advisory board member or employee of any company in the analyst’s area of coverage.

Ownership and Material Conflicts of Interests: SISR Inc. permits ownership of the recommended
securities subject to all the NASD rules regarding the ownership of securities by analysts. Since our
analysis is economic in origin and subsector driven we expect all analysts to cover the universe of all
stocks and as a consequence limiting the analyst or the firm to ownership of the underlying securities
would in essence require these entities to reframe from investing in the equity market.

Analyst Compensation: Analysts are paid in part based on the profitability of SISR Inc., some of which
may include investment banking and consulting revenues.

Disclosures are required in the United States for any of the following:

acting as a financial advisor,

manager or co-,manager in a pending transaction

1% or other ownership, long or short

compensation for certain services

types of client relationships

managed/co managed public offerings in prior periods
directorships

market making and/or specialist role.
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These disclosures are included in the company-specific disclosures above for any of the above
disclosures that are required.
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