
 THIS RESEARCH REPORT EXPRESSES SOLELY OUR OPINIONS.  We are short sellers. We 
are biased. So are long investors. So is FMC. So are the banks that raised money for the 
Company. If you are invested (either long or short) in FMC, so are you. Just because we are 
biased does not mean that we are wrong.  Use BOC Texas, LLC’s research opinions at your 
own risk. This report and its contents are not intended to be and do not constitute or contain 
any financial product advice.  Investors should seek their own financial, legal and tax advice in 
respect of any decision regarding any securities discussed herein.  You should do your own 
research and due diligence before making any investment decisions, including with respect to 
the securities discussed herein.  We have a short interest in FMC’s securities and therefore 
stand to realize significant gains in the event that the price of such securities declines. Please 
refer to our full disclaimer located on the last page of this report. 

 

We are short FMC Corporation (“FMC” or the “Company”) because FMC has concealed from 
investors that it has suffered a recent string of stunning legal defeats around the globe that have 
enabled competitors to now launch competing generics at prices up to 80% below the price of FMC’s 
flagship insecticide product.  Contrary to the Company’s claims, FMC’s process patents do not 
protect its flagship product from generic competition.  The dam has broken. 

FMC is an agricultural chemical manufacturer specializing in patented crop protection products.  
FMC’s flagship products are patented diamides, which account for almost 40% of FMC’s TTM 
revenues and an estimated 60%+ of reported EBITDA.  Despite the expiration of the composition 

patents on FMC’s diamides, FMC tells investors it will not face generic competition on its flagship products until 2026 at the 
earliest because FMC still holds a suite of “process” patents, which FMC claims will bar generic entrants for the next several years.  
Absurdly, FMC even tells investors that “there is not a single legal competitor … in the world today.”  This is simply not true.  

In our opinion, FMC continues to misrepresent to investors that it will not face generic competition for its flagship diamides when 
in reality, as a result of devasting recent legal defeats, generics have already launched in key markets of India and China and are on 
the precipice of launching in Brazil.  Our investigation found dozens of legal competitors, many industry heavyweights, who are, 
right now, manufacturing and selling generic versions of FMC’s top selling insecticide product in FMC’s most important markets 
at much lower prices.  In China for example, competitors are selling generics for up 80% below the price of FMC’s branded 
equivalent.  In FMC’s key market of India, the Delhi High Court recently found FMC guilty of misleading the court and 
the patent office, and well-capitalized competitors have now launched generic versions of FMC’s top selling CTPR product 
at cut prices and are already projected to take 40-50% of FMC’s CTPR diamide market share in India in the next year.   

This could not have come at a worse time for FMC, as its revenues have already been crushed by a global inventory glut.  FMC just 
reported a 30% YoY revenue decline before generic competition is set to hit key markets in full force.  In our view, this has all the 
makings of a 2H 2023 disaster, not a rebound.   

In our view, FMC is reminiscent of Enviva (EVA), as we believe that in both cases, dangerously levered companies concealed 
from investors the deterioration of their core businesses, resulting in an inescapable cycle of falling revenues, plummeting cash 
flows, declining profits, punitive borrowing and dividend cuts.  Like Enviva, as its profits and cash flows cratered, FMC has 
borrowed at increasingly punitive rates to buy back stock and pay dividends.  FMC’s recent surge in debt pushed its net debt to 
EBITDA ratio above 3.5x, which breached its leverage covenants.   

But without patent protection for its leading product in its key markets, and battling a flood of capable generics, we believe that 
FMC’s revenues, margins and cash flows are set to collapse.  In both Asia and Latin America, based on the prices of generic 
products already launched in markets where courts rejected FMC’s process patents, evidence suggests that FMC’s diamide gross 
margins could realistically fall from ~70% to as low as ~35% by FY 2024 in a post-patent world.  

Given that FMC’s patented diamides account for an estimated 60%+ of EBITDA, we expect that a tidal wave of generic competition 
on FMC’s flagship product will crush FMC’s revenues and profits while blowing out its leverage covenants.  Accordingly, we 
doubt that FMC will be able to continue to roll commercial paper at absurdly cheap rates and we believe that like Enviva, an 
investment rating downgrade is likely.  Ultimately, we believe that FMC is facing a perfect storm of both falling margins, 
shrinking revenues and crushing leverage.    

1. FMC Conceals Patent Litigation Losses and the Arrival of Aggressive Generic Competition in Asia.  Patents on FMC’s 
leading insecticide product expired in 2022, yet FMC repeatedly promises investors that it will not face any legal competition 
from generics in Asia until 2026 at the earliest, supposedly because FMC’s purportedly valuable “process patents”  
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will prevent generic competitors from entering key diamide markets like India and China.  For example, in May 2023, 
FMC’s CFO boldly stated that “there is not a single legal competitor in Rynaxypyr in the world today” and “there are 
no current legal entrants” in India or China.  In our view, this is simply false.   
 

a. Devastating Defeats in India; Generics Have Already Entered the Market.  India is one of FMC’s largest 
markets and projects to be an engine for future growth.  Undisclosed to investors, and despite FMC’s many 
statements to the contrary, Indian courts have recently unequivocally rejected FMC’s process patent defenses 
and refused to enjoin generic competitors from manufacturing and selling competing generic CTPR based 
diamide products.  In one scathing opinion, the Delhi High Court even reprimanded FMC for “suppressing 
material facts and misleading” the patent office and the Court.  The courts authorized generics to compete in 
India, and as a result, industry heavyweights have already launched.  We found hundreds of product 
registrations.  Today, four out of dozens of new India competitors are already forecasting almost $100 million 
in year one sales of lower priced CTPR diamides, implying at least a 40-50% decline in FMC market share 
from these four competitors alone. 
 

b. Cut Price Generics Launched in China after Chinese Patent Office Rejects FMC’s Claim.  In China, the 
National Intellectual Property Office rejected FMC’s process patent claims thereby greenlighting generic 
competitors.  As a result, within the last year, over 60 competitors have collectively registered at least 80 
competing products and invested capital to manufacture almost 90,000 tons of CTPR diamide active ingredient 
for sale and distribution.  Notably, our investigation found that these new generic manufacturers are selling 
competing generic CTPR diamides at an 80% discount to the price of FMC’s branded insecticide.  Importantly, 
Chinese chemical manufacturing is likely to impact many other markets around the globe as generic CTPR now 
made in China is legally exported or illegally smuggled into FMC’s other markets.   

FMC has yet to feel the full pain of these generic entrants, which are only now ramping up production and sales.  
FMC’s sales in Asia declined 29% YoY in Q2 2023 because of an inventory glut but FMC promises a rebound in 2H 
2023 by clearing inventory channels and raising prices.  However, such projections ignore the reality of generic 
competition flooding key markets like India and China with deeply discounted products, which we think are poised to 
crush FMC’s revenues, profits and cash flows.   

2. Generics Poised to Enter a Brazilian Market in “Crisis.”  Brazil is FMC’s single largest market, accounting 
for 28% of FMC’s $5.8 billion in FY 2022 revenue, even after a 38% drop in Q2 2023 LatAm revenue.  FMC 
tells investors that generic competition in Brazil will not happen before 2026, but our investigation shows that, 
undisclosed to investors, FMC has suffered a stunning defeat in summer 2023 when two of the three 
required Brazilian government regulators approved a generic diamide launched by a Chinese generic ag-
chem heavyweight.  The only thing standing in the way of generic competition in Brazil appears to be a 
last-minute urgent motion filed by FMC in July 2023 that is currently being reviewed by the court, begging 
the judge to delay the final generic regulatory approval.  As we go to press, the Brazilian courts are deciding the 
motion, but our read is that FMC’s tenuous position in Brazil is hanging by a thread.  In our opinion, generic 
competition could potentially arrive in Brazil shortly, perhaps within months or even weeks from now.   
 
a. Even Without Generic Competition, FMC Brazil is Already in a “Big Crisis.”  A flood of generic 

competitors could not come at a worse time for FMC in Brazil, where FMC is already facing market 
conditions so onerous that an expert described it as a “big crisis,” making a mockery of FMC’s guidance to 
investors that it expects a recovery in the second half of 2023.  We spoke to a number of experts, including 
former employees of FMC and its distribution partner UPL, who said that a reversal of the factors which 
temporarily boosted the Brazilian crop protection market during the Covid induced supply chain disruption 
is likely to drop the crop protection industry back to 2021 levels, erasing the gains of the last 2-3 years. 
 

b. Ballooning Receivables and Deteriorating Customer Creditworthiness Further Evidence of “Crisis” in 
Brazil.  As of June 2023, FMC’s total receivable balance hit $2.8 billion, the majority of which come from 
Brazil, where customers can take over one year to pay.  Based on our analysis, the Brazilian receivables 
situation has become such a challenge that to move receivables off the balance sheet and bring in quick cash, 
FMC has begun selling receivables at a steep discount through non-recourse securitization and factoring 
facilities.  Although FMC is coy about the haircut, given that Brazilian interest rates are over 14%; receivables 
take over a year to pay; and the receivables are owed by customers in an industry that brings inherent credit 
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risk, we estimate that FMC is taking at least a 16-20% haircut on each securitization or factoring transaction.  
There is evidence to support this estimate, as in one securitization transaction FMC received 70 cents on the 
dollar in cash plus a subordinated interest in a securitized receivables fund in which Brazilian documents 
show, one customer has already defaulted.  FMC has offloaded about $385 million in receivables at a 
presumably steep discount over the last 12 months, which we believe speaks to the underlying deterioration 
of customer creditworthiness in Brazil.  Worse, we think that factoring at such discounts is a Faustian bargain 
that weakens the Company’s balance sheet to temporarily mask a perilous decline in FMC’s cash flow.     
 

c. Rampant Smuggling Adds Further Pressure to Margins in Brazil.  At the same time FMC is facing 
imminent defeat in its Brazilian court battle to prevent generics from entering the diamide market, we believe 
that FMC will likely experience further loss of revenues and downward pressure on prices from the 
proliferation of smuggled or black-market generics from Asia, which evidence suggests will increasingly 
enter Brazil illegally.  A compilation of police report data from 2008-2018 shows that Brazilian police seized 
agricultural chemicals from many of the same distributors in Uruguay and Paraguay that are currently 
importing a generic version of FMC’s flagship diamide from China today.  The impact of smuggling is not 
academic, as black-market diamides will only add further pressure to product prices and FMC’s margins.  
 

3. Process Patents, Proven Impotent in India and China, Are Unlikely to Protect FMC in Rest of World.  
FMC’s CEO and CFO recently doubled down on the idea that investors need not worry about generic competition 
anytime soon, stating that FMC’s process patents and associated data protection rights “continues well until the 
end of this decade” or even “a bit longer.” Yet as we have already seen, such claims, in our opinion, are simply 
not true.  FMC’s process patents were rejected by courts and regulators in India and China, and we believe that 
Brazil on the cusp of allowing generic competitors.  We also spoke to a number of industry and patent law experts, 
including a former FMC executive, all of whom explained why FMC investors should not place much faith that 
FMC can successfully defend its diamide franchise by asserting process patents.   
 

4. FMC’s Financial Situation Deteriorating over Mounting Debts, Covenant Breaches, and Borrowing to 
Fund Dividends and Stock-Buy Backs.  FMC’s financial position has deteriorated quickly over the last few 
months, even before the impact of generic competition in key markets.  In May 2023, FMC issued $1.5 billion in 
senior secured notes, which together with falling revenues and profits resulted in FMC apparently breaching its 
leverage covenant, forcing it to seek an amendment from creditors.  FMC’s current net debt to EBITDA stands at 
3.55x, but we think that given the launch of generics and the resulting major decline in revenues and profits, FMC 
could easily trip its new covenant of 4.0x.   
 
Moreover, even despite a temporary leverage ratio reprieve, we think that a covenant breach poses a direct threat 
to FMC’s lifeline: its access to low interest rate short-term borrowing.  FMC continues to roll commercial paper, 
which provides $1 billion in short term debt at 5.9%.  In fact, 21% of its $4.7 billion gross debt is commercial 
paper, borrowed at a very favorable rate.  That's a significant vulnerability if the Company’s leverage position 
continues to deteriorate.  The fact that FMC currently borrows at just ~60 bps above the Effective Federal Funds 
Rate is frankly unbelievable. 

Despite poor cash flow generation, FMC nevertheless returned $124 million to shareholders in Q2 2023, through 
a combination of $73 million in dividends and $51 million in share repurchases.  FMC says the dividends will 
continue but considering the Company’s falling revenue and poor cash flow, FMC is now relying on borrowings 
to finance continued payments to shareholders.  This is simply unsustainable.  Ultimately, we think that rising 
short-term borrowing costs, deteriorating revenues, profits and cash flows will not only push FMC’s leverage to 
dangerous heights, but likely prompt an investment rating downgrade.    
 

5. Low Priced Generics Set to Undercut FMC’s Margins and Crush its Revenues.  Following a banner 2022, 
FMC faced a crushing decline in revenues, cash flows and profits in 1H 2023 due to a global inventory glut of 
crop protection products.  Despite such carnage, FMC projects a strong bounce back in the second half of 2023, 
which FMC predicts will be led by cost tailwinds and FMC’s plan to raise prices.  Given the flood of generics 
currently entering Asia and looming in Brazil, in our opinion, any notion that FMC will raise prices of its flagship 
diamide product are a fantasy.  Rather, in our opinion, the impending flood of generic diamide products will 
depress both volume and prices for FMC’s flagship diamides in the critical markets of Asia and Latin America.  
Furthermore, there is strong evidence that this reality is not priced into FMC’s stock, as analyst consensus is that 

https://d18rn0p25nwr6d.cloudfront.net/CIK-0000037785/84308da8-de55-4262-a6ac-2ad25855d1b4.pdf
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FMC has several more years of patent protection before it has to worry about generic competition.  Yet, as our 
investigation has revealed, analyst consensus is premised on misrepresentations by the Company regarding the 
impending flood of generics, which contrary to FMC’s claims, are already here undercutting FMC’s prices 
and taking market share in key regions.      
 
• Asia (India and China).  In Asia, we anticipate much more serious sales declines and margin compression 

for the remainder of FY 2023 and into FY 2024 than guided by FMC or projected by analysts, who are not 
pricing in the flood of generics that are right now legally competing in Asia.  As such, we estimate diamide 
revenues will drop 30%, if not more, by the end of FY 2023 and 40% into FY 2024.  Because generics are 
already massively undercutting FMC on price, we believe that FMC’s margins in region will compress from 
~70% to 35%, kneecapping the Company’s EBITDA.   
  

• Latin America (Brazil).  In Brazil, we believe that FMC’s patent defenses are hanging by a thread and that 
competitors are on the cusp of registering generic diamides.  We estimate that the impending arrival of the 
first local generic CTPR products as soon as 2H 2023, combined with an influx of generic diamides smuggled 
into the region from China, will compound the severe “crisis” already gripping the market and will put an 
end to FMC’s hopes of raising prices in 2H 2023.  As such, we anticipate a 15% decline in diamide revenues 
by the end of FY 2023 followed by a 30% decline in 2024 when we estimate generic competition to hit the 
Brazilian market in full force in time for the critical soybean crop growing season.   
 

In both the Asia and Latin American regions, there is strong evidence that regional diamide margins could realistically 
fall from ~70% to as low as ~35% by FY 2025 in a post-patent world.  Given that we estimate that FMC’s diamide 
sales accounted for 60%+ of 2022 EBITDA, we think this spells disaster for FMC. 

FMC has historically traded at a 10x EBITDA multiple when it generated high margins from patent protected products 
and had a healthy balance sheet.  Yet going forward, we believe that FMC will face a perfect storm of shrinking 
revenues, compressing margins, generic competition, eroding market share, dangerous leverage, a persistent glut of 
inventory in the channel and increasing debt service costs.  We think that investors will no longer value FMC at its 
historic multiple and believe that a multiple contraction to 8x EBITDA would still be very generous.   

Factoring in the rapid encroachment of generics on FMC’s prized diamide products and the resulting revenue declines 
and margin compression for these products in the Asia region and Brazil in FY 2024, along with an 8x EBITDA 
multiple, it would imply a share price of $40.74 – a 50.4% decline relative to $82.19 and 63.8% lower than analysts’ 
consensus price target of $112.66. 

  

Accordingly, we doubt that FMC will be able to continue to roll commercial paper at absurdly cheap rates and we 
believe that an investment rating downgrade is, in our opinion, likely.  Ultimately, we believe that FMC is facing 
a perfect storm of both falling margins, shrinking revenues and crushing leverage.    

Implied Share Price ($m, except per share items)
EV 8,890

EV/EBITDA Mult. (FY24) 8.0x

Debt 4,683

Cash 942

Minority Interest 24

Equity Value 5,125

Shares Out 126

Implied Share Price 40.74

Cur. Share Price 82.19

% Change -50.4%

Cur. Consensus Price 112.66

% Change -63.8%
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I. FMC Conceals that Devastating Recent Legal Defeats in India and China have Allowed Low-Priced 
Generics to Enter Key Asian Markets.   

FMC’s core business is to sell directly, and through licensed partners, its flagship diamide products, which accounted 
for $2.1 billion or roughly 36% of FMC’s total revenues and an estimated 60% of its EBITDA in 2022.  The 
Company acquired the patented diamides from Dupont in 2017 and currently brands them in the U.S. as “Rynaxypyr” 
and “Cyazypyr.”  These two active ingredients comprise 80% of all diamide class sales industry-wide and are 
responsible for enabling FMC’s growth and high margins in recent years.  Rynaxypyr is the brand name for the 
diamide chemical CTPR1 and is one of the best-selling insecticides in the world.  

The critical composition patents on FMC’s leading diamide product expired in 2022, yet FMC repeatedly promises 
investors that it will not face any legal competition from generics in Asia until 2026 or later, supposedly because 
FMC’s purportedly valuable “process patents” will prevent generic competitors from entering key diamide markets 
like India and China.  Despite a global glut of inventory that sent Q2 2023 revenues down 30% YoY, FMC claims 
that because of continuing process patent protection, revenues will not only recover in the second half of this year, but 
FMC will even raise prices on its products.     

But we found that contrary to FMC’s claims to investors, FMC recently lost key patent legal proceedings in 
India and China where well capitalized competitors have already launched generics at prices up to 80% below the 
price of FMC’s branded diamide.  As a result, dozens of industry heavyweights have recently registered generic 
CTPR products for manufacture, export, distribution or sale in FMC’s key Asian markets, just in time for the critical 
soybean crop growing season, a key driver of CTPR sales.     

In India, for example, undisclosed to investors, the Delhi High Court recently issued a scathing opinion finding that 
FMC was guilty of “suppressing material facts and misleading the court and also the patent office.”  Following 
multiple FMC defeats at the Delhi High Court, hundreds of generic products have registered.  Four larger Indian 
competitors are already selling competing CTPR products and forecasting almost $100 million in sales of low-
priced generic CTPR products in India over the next year.  That would imply over a 40-50% decline in FMC market 
share in diamides in India from these four competitors alone.2  One well-capitalized Indian competitor even boasted 
after launching competing diamide generics that this “would be the year of CTPR,” while another competitor stated 
that it would “definitely be targeting a big number out of this product.” 

Similarly, in China, we found that contrary to FMC’s claims, large companies are not only actively selling generics 
but committing capital to build facilities to manufacture over 86,000 tons of CTPR.  Critically for investors, major 
competitors are selling CTPR at prices 80% below FMC’s branded product.  Undercutting FMC’s prices by 80% 
would devastate not only FMC’s revenues, but also would hamstring FMC’s pricing power and historically high 
margins.  Such price wars make a mockery of FMC’s promise to investors that it will raise prices this year.   

FMC projects that revenues and profits in Asia will rebound in Q4 2023 as inventory levels in the channel normalize, 
input costs decrease, and FMC raises prices, but this projection ignores that, going forward, FMC will now face 
formidable generic, low-priced competition in India, China and other key markets.   

In short, we believe that FMC has concealed from investors that it has already lost patent protection for its 
flagship diamide product in these key markets, and that the Company’s sales, margins and cash flows will be 
further hammered by low-priced generics which are projecting to take substantial market share from FMC in 
the second half of FY 2023 and beyond. 

1. FMC Falsely Claims that Legal Victories have Ensured Diamide Patent Protection for Years to Come. 

The key composition patents on FMC’s leading diamide product expired in Asia in August 2022, yet FMC claims that 
it has nevertheless prevailed in legal proceedings to prevent the entry of competitors by successfully litigating that its 

 
1 “CTPR” is the common shorthand for “chlorantraniliprole” which is the active ingredient of FMC’s branded product, Rynaxypyr.  
CTPR represents an estimated 84% of all FMC diamide sales with FMC’s other diamide, Cyazypyr, representing the remainder.  
According to FMC, Cyazypyr’s composition patents expire after CTPR’s patents, beginning in January 2024. 
2 Best AgroLife, one of FMC’s largest generic competitors in India, stated in a recent August 2023 earnings call that the total CTPR 
market in India is valued at ~$242 million. 

http://www.jsppa.com.cn/news/yanfa/8713.html
http://www.ccpia.com.cn/info.asp?classid=L010205&newsid=L307071355152576
https://www.bestagrolife.com/investorss/Transcript-of-Earning-Calls-Q1-FY-23-24.pdf
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process patents bar generic entrants.  Starting in mid-2021, FMC issued news releases and made numerous disclosures 
touting its supposed success in litigation against competitors trying to manufacture or sell generic diamides in India. 

 
Source: FMC News Release 

FMC’s SEC Form 10-K filed in late February 2023 even cites to favorable judgments in India and China protecting 
its patents from generics. 

 

 
Source:  SEC Form 10-K for FY 2022 

In two instances in February and March 2023, FMC management repeatedly answered direct questions from analysts 
regarding the status of patent protection in Asia.  Management unequivocally responded that FMC had been 
successfully and aggressively enforcing patents and, once again, reiterated that the Company won legal battles in India 
and China.   

  
Source: Citi Investor Conference, February 21, 2023 

 

 

 
Source:  BoA Investor Conference, March 1, 2023 

https://www.prnewswire.com/news-releases/fmc-corporation-granted-interim-injunction-against-agricultural-chemicals-manufacturer-natco-for-patent-infringement-301326819.html
https://www.sec.gov/Archives/edgar/data/37785/000003778523000019/fmc-20221231.htm
https://kvgo.com/industrials-conference-2023/fmc-corp-feb
https://bofa.veracast.com/webcasts/bofa/globalagmaterials2023/id7BAdEF.cfm
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In May 2023, FMC presented at a Goldman Sachs investor conference where its CFO assured investors that “there is 
not a single legal competitor in Rynaxypyr in the world today” and “there are no current legal entrants” in 
India or China.  

 
Source:  Goldman Sachs Industrials and Materials Conference, May 9-10, 2023 

Time and again, FMC has repeatedly and unequivocally told investors that its diamide patents are safe from generic 
competition in Asia.  In our opinion, this is false and absurdly misleading to investors.   

2. FMC Recently Lost Critical Patent Litigation in India and China.  
   

India is one of FMC’s largest markets approaching $450 million in annual sales.  FMC projects India to be an engine 
for future growth and a valuable source of continuing high margin revenues for years to come.   

Despite FMC’s many statements to the contrary, Indian courts have unequivocally rejected FMC’s patent claims and 
refused to enjoin generic competitors from manufacturing and selling competing generic CTPR products.  In one case, 
the Delhi High Court even reprimanded FMC for “suppressing material facts and misleading” the patent office and 
the Court.    

In 2021, a large and well capitalized generic competitor, Natco Pharma, began preparing to offer a generic alternative 
to CTPR.  FMC sued to prevent generic competition.  Although FMC won an initial temporary injunction, which it 
publicized in a press release to investors, Natco Pharma ultimately won the case.  In September 2022, the Delhi High 
Court found that “no case of infringement is made out” and the court vacated the injunction that had previously 
prohibited Natco Pharma from launching generic CTPR.   

 

https://event.webcasts.com/viewer/event.jsp?ei=1611221&tp_key=39851be2ed
chrome-extension://efaidnbmnnnibpcajpcglclefindmkaj/https:/ppqs.gov.in/sites/default/files/445_rc_minutes.pdf
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Source:  Opinion of Delhi High Court (Natco Pharma 09.19.22) 

Although FMC immediately appealed to a two-judge panel, it lost again.   

 

 
Source:  Opinion of Delhi High Court (Natco Pharma appeal 12.5.22) 

The ruling was widely reported in the Indian media, and following its victory, in September 2022, Natco Pharma 
announced the rollout of a competing generic CTPR product to the Indian agricultural chemical market.   

 
Source: News article 

https://indiankanoon.org/doc/51656490/
https://indiankanoon.org/doc/197847691/
https://timesofindia.indiatimes.com/business/india-business/delhi-hc-bench-dismisses-fmc-corps-ctpr-patent-infringement-plea-against-natco/articleshow/96010718.cms
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To our knowledge, FMC has not only failed to inform investors that it lost this key case, but even after this devastating 
defeat FMC continues to mislead investors by bragging about cases in India it “recently won” and misrepresents 
to investors that there are no legal generic competitors to its key diamide product.  FMC’s silence on its ultimate 
loss in India to Natco Pharma is especially surprising considering FMC saw fit to inform investors in a press release 
when it won a temporary injunction against Natco Pharma in 2021.  Clearly, FMC believed it was sufficiently material 
to broadcast its short-term victory.  Yet FMC, to our knowledge, has failed to inform investors that FMC ultimately 
lost the case.   

This was not the only example of a major FMC loss in Indian court which we think the Company has concealed from 
investors.  In 2022, around the same time it was losing to Natco Pharma, FMC sued another industry powerhouse in 
India, GSP Crop Science.  This was a separate lawsuit in which FMC asserted that different process patents barred the 
entry of generic CTPR products.  The result was the same.   

In November 2022, the Delhi High Court again found against FMC and cleared the way for generic competition.  In 
the GSP Crop Science case, the court chastised FMC for making farcical arguments in an improper attempt to use 
its “maze of patents” so as “to merely extend the monopoly on CTPR, in some way or the other.”  The Court found 
that FMC was inappropriately attempting to “evergreen” its patents.   

In a scathing opinion, the Indian court also found that FMC was “guilty of suppressing material facts and misleading 
the court and also the patent office.”   

 
Source: Opinion of Delhi High Court (GSP Crop Science 11.14.22) 

Ultimately, the Delhi High Court denied all of FMC’s process patent claims, awarded costs to GSP Crop Science and 
cleared the path for GSP Crop Science to launch generic competition.  Like the Natco Pharma case, the court ruling 
against FMC was widely reported in India news media. 

 
Source:  News article 

https://indiankanoon.org/doc/197664/
https://www.asianprimenews.com/news/gsp-crop-gets-go-ahead-from-delhi-high-court-for-manufacturing-and-marketing-ctpr-in-india/#:%7E:text=The%20Hon%E2%80%99ble%20Delhi%20High%20Court%20on%2014th%20November,way%20for%20GSP%E2%80%99s%20launch%20of%20its%20CTPR%20product.
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Yet like its defeat in the Natco Pharma case, to our knowledge, FMC has never disclosed this crushing adverse ruling 
to investors and continues, in our opinion, to falsely claim that generics will not compete with the Company in Asia 
until 2026 at the earliest.  But generics are already here and are undercutting FMC on price at scale and exactly 
right on time to take market share ahead of the critical soybean crop growing season!   

But FMC’s legal defeats do not stop in India.  In China, in September 2022, the China National Intellectual Property 
Administration ruled that FMC’s process patent of an intermediate of CTPR and its synthesis process was invalid.  
The China Intellectual Property Administration database shows that in 2020 FMC submitted three patent applications 
regarding synthesizing 2-amino-5-chloro-N, 3-dimethyl benzamide, a key intermediate used in the synthesis of CTPR, 
but none of these applications has been granted a patent.3  Yet the patent database shows that two Chinese companies 
received patents on their synthetic methods for the key intermediate.  These Chinese companies do not appear to be 
affiliated with FMC.  

Unlike its defeats in India, FMC did provide minimal disclosure regarding this legal defeat.  FMC’s February 2023 
10-K mentioned the adverse ruling followed by the caveat that “we have filed appeals, [but u]nder Chinese law, the 
patents remain valid but are not enforceable pending appeal” but “we intend to defend vigorously any diamide 
patents that are challenged.”   

Despite such disclosure, we think FMC’s representations to investors were nonetheless highly misleading.  First, 
despite acknowledging the case and the defeat, FMC continued to maintain that generics would not launch in Asia 
until at least 2026.  Yet after the adverse ruling by the Chinese patent office, competitors have already launched 
generic CTPR products in China! 

Second, within a mere week of the 10-K, FMC went on an investor road show in which FMC expressly, repeatedly, 
and we think misleadingly, continued to state that FMC faced no legal competition in China.  We think this is plainly 
false.  Absurdly, FMC even continued to discuss what we think are phantom legal victories in China.4  In reality, the 
Chinese patent office has ruled against FMC’s process patent, paving the way for competitors, who, undisclosed to 
FMC investors, are already launching almost 90,000 tons of cheap generic CTPR to undercut FMC’s prices and 
market share.   

By our count, FMC asserted multiple different patents in different legal proceedings in India and China and has lost 
on each material patent claim FMC asserted in those cases.  Yet, outrageously, FMC continues to tell investors that it 
is successfully defending its patents and that such alleged victories will keep generic competitors at bay in India and 
China until 2026 and beyond.  We simply have no idea how to reconcile FMC’s statements with the rulings in India 
and China. 

3. FMC Conceals that Low Priced Generics Have Already Launched in Key Asian Markets. 
 
FMC’s legal defeats were not merely academic.  To the contrary, generic competition has already launched.  This 
includes generic low-cost CTPR products from some of the industry’s largest and best capitalized generic agricultural 
chemical companies who are telling their investors that they expect to take substantial market share in India and China, 
FMC’s most important Asia markets. 

a)  Dozens of generic competitors have already launched in India. 
 
Within the Asia region, the India sub-region is by far FMC’s biggest, generating revenue approaching $450 million 
in FY 2022, 8% of FMC’s currently forecasted $5.3 billion annual revenue.  Aside from its sheer size and impact to 
FMC’s bottom line, India is critical to FMC’s future growth plans.  The country has a massive size of arable land, 

 
3 FMC’s patent applications: CN114080388A, CN114621130A, and CN115536540A.  
4 On March 1, 2023, just one week after FMC filed the FY 2022 10-K, FMC’s CEO spoke at a Bank of America investor conference 
and discussed “a couple of cases in China” that FMC had “recently won” and stated that “the only legal material that is available 
is from FMC, even though the original patent has come off.”  And just two months after that, he spoke at a Goldman Sachs investor 
conference, stating that “there are no current legal entrants in either [China or India]” and “there’s not a single legal competitor in 
Rynaxypyr in the world today.” 

https://www.cnipa.gov.cn/col/col1510/index.html
https://www.cnipa.gov.cn/col/col1510/index.html
http://www.jsppa.com.cn/news/yanfa/9033.html
https://investors.fmc.com/financials/sec-filings/sec-filings-details/default.aspx?FilingId=16433492
https://investors.fmc.com/financials/sec-filings/sec-filings-details/default.aspx?FilingId=16433492
https://bofa.veracast.com/webcasts/bofa/globalagmaterials2023/id7BAdEF.cfm
https://event.webcasts.com/starthere.jsp?ei=1611221&tp_key=39851be2ed
https://event.webcasts.com/starthere.jsp?ei=1611221&tp_key=39851be2ed
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while the agriculture industry in India generates comparatively lower crop yields and uses comparatively less crop 
protection products than other markets.   

FMC states that the India crop protection market is expected to grow to $4 billion by 2025 at a rate of 6% annually.   
As FMC’s CEO put it more bluntly on FMC’s May 2023 earnings call, India is a “very, very important market” to 
FMC.  To underscore India’s significance to FMC, just weeks ago in late June 2023, FMC’s CEO, Mark Douglas, met 
in India with India Prime Minister Narendra Modi. 

 

Source:  Earnings presentation, Q3 2020; FMC Website 

FMC tells investors that it has no legal generic competition in India, but this is demonstrably false.  Following 
FMC’s defeat in Indian court, generic CTPR first launched in late 2022.  Right now, competitors in India are 
aggressively manufacturing, marketing, exporting, distributing, selling, and otherwise competing with FMC in Asia 
with dozens, if not hundreds, of low-cost generic CTPR formulations.  And many of the competitors are not fly-by-
night operations, but rather major industry heavyweights with significant resources and existing sales and distribution 
channels.  These competitors are already generating millions in sales and forecasting taking CTPR market share at an 
astonishing clip over the next year.  

Yet, FMC still actively misleads investors by claiming that it will not face generic competition in India until 2026, 
even though it is already facing legal competition in India.  The following are some examples of the larger, legal 
CTPR competitors in the India market: 

• Best Agrolife is a public company in India that has been manufacturing, distributing, and selling 
agrochemical products in India and internationally for over 30 years.  It launched two competing CTPR formulations, 
Citgen and Vistara in late 2022.  Best Agrolife is forecasting CTPR sales of over $48 million USD over the next 
year.    

 

 
Source: Best Agrolife, Earnings call June 6, 2023; Best Agrolife website 

• Natco Pharma is a public company in India with a market capitalization of ~ $2 billion USD.  Natco Pharma 
has already launched five different formulations of generic CTPR to compete with FMC’s high-priced offerings.  It 

Definitely we are hoping this year we will cross at least Rs. 400 
crores of CTPR sales.  That is easy for us because we are an old 
Company; we were the first one who had launched this product. 
That advantage also we will get. And we now have distributors pan 
India approximately more than 5,000 distributors. Definitely Rs.  
400 crores we will do but we are not talking of the Rs.  

 

https://s21.q4cdn.com/968238644/files/doc_financials/2020/q3/3Q-2020-Earnings-Slides-FINAL-%5bv11%5d.pdf
https://ag.fmc.com/in/en/press-release/fmc-corporation-president-and-ceo-mark-douglas-participates-india-%E2%80%93-us-innovation
https://chemindigest.com/best-agrolife-launches-indigenously-manufactured-chlorantraniliprole-based-products/
https://research.alpha-sense.com/?docid=IF-cr15987321&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=IF-cr15987321&utm_campaign=1689309465906
https://www.bestagrolife.com/products
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officially launched its first CTPR formulations after the Delhi High Court rejected FMC’s attempt to stop Natco 
Pharma from competing with it – many months before FMC management repeatedly told investors that it had no         
legal competition in India.  Natco Pharma forecasts revenue from CTPR sales of ~$18 million USD and the CEO 
even stated that “this year will be the year of CTPR.” 

 

 
Source:  Natco Pharma Limited, Q4 2023 Earnings Call, May 30, 2023 

                      
Source:  Natco Pharma website          Source:  LinkedIn 

 
• GSP Crop Science is a leading manufacturer of agrochemicals in India, operating four manufacturing 

facilities and selling more than 70 branded products through a network of 6,500 distributors, over 30,000 dealers and 
34 depots in India.  GSP launched two competing CTPR products in December 2022, Ballot and Helipro.  GSP Crop 
Science anticipates CTPR sales of around $18 million USD this year. 

 

 
Source: News article 

 

 
Source:  News article; Facebook 

 
• Insecticides India Ltd is a public company which has over 1,400 employees and a network of 6,000 

distributors.  It sells to 70,000 retailers and dealers. In July 2023, it launched generic CTPR formulations labeled 

https://www.business-standard.com/article/news-cm/natco-pharma-launches-two-ctpr-pesticide-products-122100400454_1.html
https://research.alpha-sense.com/?docid=ET-9410328-1838402203&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=ET-9410328-1838402203&utm_campaign=1689310007788
https://www.natcopharma.co.in/chs/chs-2/
http://www.linkedin.com/posts/natcopharma_natco-natcopharma-pharmaceuticalindustry-activity-7069617146066055168-700O/?originalSubdomain=np
https://www.aninews.in/news/business/business/gsp-crop-launched-ctpr-products-helipro-and-ballot-to-benefit-farmers-in-india20221212200244/
https://research.alpha-sense.com/?docid=MTN-b579e043fd888934fbe400b9c633fff4a144c2a2&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=MTN-b579e043fd888934fbe400b9c633fff4a144c2a2&utm_campaign=1689339850941
https://www.aninews.in/news/business/business/gsp-crop-launched-ctpr-products-helipro-and-ballot-to-benefit-farmers-in-india20221212200244/
https://www.facebook.com/photo.php?fbid=531542595681022&id=100064758576784&set=a.498261332342482
https://news.agropages.com/News/NewsDetail---47089.htm
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Mission and Mission GR.  Insecticides India anticipates that the strength of these two CTPR products will vault it 
into an industry leader.  As of February 2023, Insecticides India forecasted that the product will be in its top 6 selling 
products and that “we will be targeting a big number out of this [CTPR] product.” 

 

 

Source:  Earnings call transcript, February 2023 

 
Source: Company website 

Yet, this small sample of just four new India CTPR competitors that we highlight above (Best Agrolife, Natco Pharma, 
GSP Crop Science, and Insecticides India Ltd.) are collectively forecasting almost $100 million USD in sales over 
the next year.5  $100 million in generic sales implies that these competitors will take over 40-50% of FMC’s CTPR 
market share in India over the next year.  And these companies are merely the tip of the spear. 

 
Source:  Blue Orca 

 
5 Best Agrolife, Natco Pharma and GSP Crop Science collectively forecast ~$85 million USD in CTPR sales for the year.  India 
Insecticide does not give a specific dollar amount in its forecast, but states that it is targeting a “big number.”  We therefore 
conservatively estimate that these four companies by themselves are forecasting almost $100 million in sales for the year, albeit 
there is some ambiguity whether each company’s reference to “year” is intended to refer to its calendar year, fiscal year or the next 
twelve months. 

https://research.alpha-sense.com/?docid=IF-cr15489983&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=IF-cr15489983&utm_campaign=1689338201013
https://www.insecticidesindia.com/insecticide/
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These are just four examples of hundreds of Indian companies that recently registered CTPR products for 
manufacture, export, distribution and/or sale in late 2022 through present.  Investors can inspect the publicly available 
minutes of the monthly meetings of the India Chemical Registration Committee that show that in March 2023 alone, 
the India Chemical Registration Committee considered CTPR registration applications for hundreds of formulations 
registered by approximately several hundred Indian companies. 

In fact, there is so much new “post-patent products at competitive prices in the market” that India is expected to soon 
turn from being a net CTPR importer to a net CTPR exporter, meaning the flood of generics washing over India may 
soon reach other markets.  

 
Source:  News article, July 27, 2023 

Contrary to FMC’s claims, legal generics in India are here and are already taking market share from FMC.  Not only 
will FMC lose sales, but we believe margins will be compressed as FMC is forced to lower prices to compete with 
generics.   

In fact, this is exactly how the generic competition itself sees this situation playing out in India over the next few years.  
As stated by the CEO of Best Agrolife on a recent August 8, 2023 earnings call, “The price [of CTPR] was very high 
from [FMC] . . . As the domestic players are coming and manufacturing in India, definitely cost is reduced and 
prices also are reducing.”  But not according to FMC.  

b) FMC also currently faces legal, low-priced competition in China. 
 
Another central pillar of FMC’s operation in Asia is China. While the country is smaller than India on a percentage 
of revenue basis, it accounts for approximately $100 million of FMC’s annual revenue in 2022.6  China is arguably 
the company’s most important manufacturing region.  Today, roughly 40-45% of FMC’s manufacturing operations 
take place in China.7  This means that the entry of generics in China not only impact FMC’s China sales, but other 
regions as well as generic chemicals manufactured in China by competitors are legally exported or smuggled around 
the world.   
 
FMC states that “there are no current legal entrants” in China, but our investigation indicates that this is flatly not 
true.8  Similar to India, FMC is already facing, and will imminently face more, low priced legal generic competition 
in China. 
 
FMC’s legal competitors are already manufacturing, marketing, distributing and selling generic CTPR.  What’s more, 
the generic competition is selling at prices 80% below FMC’s branded diamide product.  
 

 
Source: Sino-Agri Leading Biosciences, July 7, 2023 

 

 
6 See FMC Corporation Presents at Citi's 2023 Global Industrial Tech and Mobility Conference, Feb-21-2023. 
7 See Investor presentation, March 2, 2022. 
8 Excerpted above from Goldman Sachs Industrials and Materials Conference, May 9-10, 2023 

For biologic companies, the most direct feeling of domestic production of chlorantraniliprole technical should be 
that the price is cheaper. The price decreased from RMB 2.4 million per ton to around RMB 410,000 per ton. 

https://ppqs.gov.in/sites/default/files/445_rc_minutes.pdf
https://news.agropages.com/News/NewsDetail---47235.htm
https://research.alpha-sense.com/?docid=IF-cr16232184&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=IF-cr16232184&utm_campaign=1691706618471
http://www.ccpia.com.cn/info.asp?classid=L010205&newsid=L307071355152576
https://event.webcasts.com/viewer/event.jsp?ei=1611221&tp_key=39851be2ed
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Similarly, as detailed below, we found current CTPR pricing offered by some of the top generic competitors in China.  
According to generic competitors we contacted, whereas FMC’s branded CTPR sells for approximately RMB 2 
million per ton, the three top generic competitors in China are currently offering much lower priced CTPR of RMB 
405,000 per ton (Hailir); and RMB 400,000 per ton (Red Sun and Youdao).  And news articles suggest that more 
than 86,000 tons of generic CTPR are “rushing” to market. 
 

 
Source:  Blue Orca 

 
Source: Sino-Agri Leading Biosciences, July 10, 2023 

 
In other words, in China, legal generic competition appears to be not only available to distributors and/or growers, but 
available for 80% below the price of FMC’s branded CTPR product.  It is difficult to imagine any scenario where 
FMC can compete with generics at these levels while raising prices through Q4 2023.  
 
Some examples of the competition for generic CTPR in China follows: 
 

• Hailir Pesticides and Chemicals Group (CN:603639) is a China-national designated pesticide and fertilizer 
production company listed on the main board A-share of the Shanghai Stock Exchange, which employs more than 
3,000 people, operates five chemical manufacturing facilities throughout China and exports product across the world.  
Hailir registered CTPR formulations in China and other Asia region countries in early 2023 shortly after FMC’s 
patent expired.  

 

 
Source:  China Pesticide Registration Watch  

 
Based on our conversation with the Company, Hailir is currently offering CTPR at a price of RMB 405,000 per ton.   
 

• Youdao Chemical Corporation announced in October 2022 that its CTPR facility had passed a trial 
production stage and was gearing up to eventually produce 11,000 tons of CTPR per year.  When its plant is finished, 
Youdao Chemical promises to have the “largest production capacity, the most complete industrial chain and the 
most obvious competitive advantage in the world.”  Youdao Chemical’s marketing materials expressly 

https://www.sohu.com/a/696455076_121123920
https://data.agropages.com/PesticideList.html#D1
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contemplate that it will successfully cut the cost of CTPR for farmers.  As of May 2023, Youdao Chemical’s Phase 
II construction of its new 10,000 ton per year CTPR plant is on track and is expected to be in commercial production 
by October 2023.  Youdao stated that its CTPR product was priced at less than RMB 600,000 per ton last October 
and has now decreased to RMB 400,000 per ton. 

 
Source:  Youdao Press Release, October 31, 2022 

 
• Nanjing Red Sun is a Chinese company that has also invested capital to manufacture generic CTPR.  News 

articles and investor materials show that Red Sun and other companies are in the process of constructing facilities 
that will bring at least 4,000 tons/annum to market starting as early as the first half of this year.  Red Sun in particular 
states that its annual 2,000 ton CTPR project is already put into production at the Wanzhou base in Chongqing and 
half of that tonnage is earmarked under a supply agreement. When asked, Red Sun said it is pricing its generic CTPR 
at RMB 400,000 per ton which, according to Red Sun, contrasts with FMC’s branded CTPR product that sells for 
more than RMB 2 million per ton.  In short, Red Sun is selling generics at 80% below the price of FMC’s branded 
product.  

 

 

Question 3: Could you tell us about the advantages of the company's chlorantraniliprole 
products? Also, what are the latest developments regarding this project? 

Answer:  The company's initial 2,000 tons of chlorantraniliprole have already commenced trial 
production at the Wanzhou base in Chongqing.  

http://www.jsppa.com.cn/news/dongtai/9315.html
http://www.youdaochem.com/newsinfo/4557481.html
https://static.nfapp.southcn.com/content/202303/19/c7470999.html
https://static.nfapp.southcn.com/content/202303/19/c7470999.html
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Source: Red Sun Investor Relations Activity Record Form, May 2023 

Again, like India, these are only the tip of the spear.  The China Pesticide Registration Watch database currently shows 
that 104 companies have registered 153 CTPR products and, notably, more than half of those products were registered 
in 2023, after FMC’s patent expired in August 2022. 

Excerpt (Screenshot) of China Registration Database (showing 13 of 153 rows of Registrations) 

 
Source: China Pesticide Registration Watch website 

 
The problem of generic competition from Chinese manufacturers extends far beyond the borders of the PRC.  Cut 
priced generics manufactured in China will not only undercut FMC’s branded product in the Chinese market, but will 
be exported (legally or illegally) to markets around the world.   

For example, a March 2023 news article discusses that Chinese company, Hailir, registered a CTPR formulation in 
Australia and states that it is aggressively promoting its overseas business in 13 different counties.  Similarly, as 
discussed in Section III below, Indian company GSP Crop Science and Chinese company Rainbow Agro are 
examples of Asian companies that have applied for registration of CTPR products in Brazil.  Likewise, this August 

In 2023, (Red Sun) expects to supply no less than 1000 tons of chlorantraniliprole technical 
material to Zhongnong Lihua, which will have a positive impact on the company's performance. 

http://pdf.dfcfw.com/pdf/H2_AN202305221587051677_1.pdf
https://data.agropages.com/PesticideList.html
https://news.agropages.com/News/NewsDetail---46132.htm
https://news.agropages.com/News/NewsDetail---47252.htm
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2023 article discusses that another Indian company, Agrow Allied, began manufacturing CTPR and recently 
registered its CTPR formulation in the EU. 

In summary, between India and China, there is abundant evidence that generic competitors are forecasting to take 
hundreds of millions of dollars in CTPR diamide sales by, in part, flooding the market with cut rate priced generics at 
a fraction of FMC’s higher cost branded product.   

We think this will not only be devastating to FMC’s sales, but margins as well.  FMC tells investors that it plans to 
raise prices in the back half of 2023, yet the competition from generics has already pushed prices down in key 
markets.  For FMC, the situation is simply untenable.  
 
Without patent protection in its key markets of India and China, and battling a flood of capable generics, we believe 
that FMC’s revenues, margins and cash flows are set to decline precipitously.  As a result, we believe that an 
investment downgrade is likely, cutting off FMC’s access to cheap commercial paper and sending the Company further 
down a spiral of increasingly punitive borrowing, falling revenues and plummeting profits.  

 
 
 
 
  

https://news.agropages.com/News/NewsDetail---47252.htm
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II. Generics Poised to Enter Brazilian Market in “Crisis” 
 
Brazil is FMC’s single largest market, accounting for 28% of FMC’s $5.8 billion in FY 2022 revenue.  Brazil is 
critical to the Company’s future, as the country’s tropical and subtropical climate create more growing seasons than 
most countries, and its large land area and diverse climate zones mean that some part of the country is always in a 
growing season.   

In August, FMC released Q2 2023 earnings showing a severe 38% YoY drop in LatAm revenue, as sales in the region 
were devastated by a glut of inventory clogging the channel.  FMC guides that revenues will recover in the second 
half of the year, and even tells investors that despite a major volume drop it expects to raise prices in Brazil in 2023.   

We think such posturing is laughable, and that FMC’s financial performance in Brazil will continue to significantly 
worsen, despite FMC’s quixotic ambition to raise prices.  Specifically, we believe that FMC continues to mislead 
investors regarding the imminent arrival of new generic competition for its diamide franchise in Brazil.  FMC 
management tells investors that generic competition in Brazil will not happen before Q3 2026, but our investigation 
shows that in the past few months, generics competitors have made major progress to garner regulatory approval to 
bring competing CTPR to market.   

Undisclosed to investors, two of the three required Brazilian government agencies recently approved generic 
CTPR products.  The third agency was on the cusp of ruling when in late July 2023, FMC filed a last-minute petition, 
begging the judge to delay the proceedings.  As we go to press, the Brazilian courts are deciding the motion, but our 
read is that generic competition could potentially arrive in Brazil shortly, perhaps within months or even weeks from 
now.   

Generic competition could not come at a worst time, FMC also faces a Brazilian agrochemical market contraction so 
severe that one expert described the market in 2023 as a “big crisis.”  Weakening demand has also undermined 
customer creditworthiness, forcing FMC to factor and securitize receivables in Brazil at massive discounts in order to 
shore up Company cash.  Adding to the trouble, with CTPR patent protection eroding in China and India in late 2022, 
we think there is evidence that black market diamide products will flood into Brazil, smuggled illegally from 
neighboring Paraguay and Uruguay.  We believe that together, this confluence of crises will devastate FMC’s sales 
and margins in its largest market.   

1. Recent Undisclosed Legal Setbacks Leave FMC’s Protection in Brazil Hanging by a Thread 
 
FMC promises investors that there can be no generic competition in Brazil any earlier than September 2026.  FMC 
states that it has successfully enjoined Brazilian regulators from acting on the registration applications of its generic 
competitors on the dubious grounds that Brazilian law indefinitely prohibits generics from the using its data. 

 
Source: Earnings Call, Q2 2019; Earnings Call and Presentation, Q2 2021 

We think that this is blatantly false and misleading, and that FMC has concealed from investors that it may be on 
the cusp of imminent defeat in Brazilian courts.  In 2021, FMC was quick to brag to investors when it obtained an 
injunction against Brazilian regulators to postpone action on all generic applications.  Yet to our knowledge, it has 
never updated investors on the current status of that litigation now that it has turned against FMC.   

Specifically, FMC has failed to disclose that the Brazilian courts recently ruled against FMC’s claim that data 
exclusivity should continue to delay the registration of generics.  As a result, in the last few months, two of the three 
required Brazilian government agencies recently approved generic CTPR diamide products. Indeed, it appears 
that the only thing standing between FMC and generic competition in Brazil is FMC’s eleventh-hour “urgent” motion 
for reconsideration that FMC filed in the Brazil federal court on July 26, 2023, in a lawsuit to which FMC was not 

https://research.alpha-sense.com/?docid=ET-398625-1834507811&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=ET-398625-1834507811&utm_campaign=1692398457486
https://seekingalpha.com/article/4279694-fmc-corporation-fmc-ceo-pierre-brondeau-on-q2-2019-results-earnings-call-transcript
https://seekingalpha.com/article/4444847-fmc-corporation-2021-q2-results-earnings-call-presentation
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even a party.  Absent the unlikely event that a Brazilian federal court reconsiders and reverses court rulings, we believe 
that generic competition stands ready to launch immediately.  

Brazil has data exclusivity laws that prevent a generic competitor, for a period of time, from registering its generic 
product with the three relevant Brazilian regulators, ANVISA (health and safety), IBAMA (environmental), and 
MAPA (efficacy for agriculture) (all three collectively referred to hereafter as the “Brazilian Regulators”).9  In June 
2019, one of the world’s largest chemical crop protection providers, Chinese company Rainbow Agro (“Rainbow”), 
applied for registrations of generic CTPR formulations with the Brazilian Regulators.  FMC initially successfully 
blocked this registration, claiming it held data exclusivity. 

But over three years later, on August 29, 2022, Rainbow sued the Brazilian Regulators in federal court in Brazil 
arguing that (a) FMC’s data exclusivity period expired; (b) Rainbow’s registration applications have been pending for 
over three years and two months; and (c) under any interpretation of any laws governing the duties of the Brazilian 
Regulators, any potential deadline for the Brazilian Regulators to act on Rainbow’s applications had also expired.10  
In essence, FMC is claiming that generic competitors like Rainbow must wait at the back of the registration queue 
whereas Rainbow argues that sufficient time has passed such that, under Brazilian law, registration of Rainbow’s 
generic CTPR is now ripe for regulatory review and approval.  

The Court agreed with Rainbow and on September 16, 2022, ordered the Brazilian Regulators to finally act on 
Rainbow registration applications.  After much legal wrangling, by April 6, 2023, MAPA had completed its evaluation, 
and by July 19, 2023 ANVISA completed its evaluation, published in the public record. 

  (Original Portuguese)         (English Translation)     

 
Source: Federal Official Gazette 

ANVISA’s approval of the generic application was reported in Brazil industry news sources during the following days. 

(Original Portuguese)  (English Translation) 

     
Source: AgriBrasilis Update 

At this point FMC appears to have panicked.  After approval by two of the three key Brazilian Regulators, only 
IBAMA’s environmental review and approval would be needed before Rainbow and other companies could begin to 

 
9 See here for a summary of the specific oversight duties of each of the three relevant Brazilian regulators. 
10 See Case # 1056475-07.2022.4.01.3400, Rainbow Defensivos Agricolas LTDA v. ANVISA et al. (filed 8/29/22) 

https://www.jusbrasil.com.br/diarios/1251721884/dou-secao-1-17-07-2023-pg-155/pdfView
https://agribrasilis.com/2023/07/19/fungicidas-multissitios1/
https://www.gov.br/anvisa/pt-br/english/regulation-of-products/pesticides#:%7E:text=To%20obtain%20a%20pre%2Dmarket,(Ibama)%2C%20and%20Anvisa.
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manufacture, market, and sell generic CTPR in Brazil.  On July 26, 2023, FMC quickly filed with the Brazil federal 
court an urgent request to join Rainbow Argo’s litigation against the Brazilian Regulators.  FMC filed a motion for 
reconsideration and emergency relief, admitting that “MAPA and ANVISA have already concluded their respective 
analyses and now the request is with IBAMA for the issuance of evaluation.” 

(Original Portuguese)   (English Translation) 

              

Source:  Brazil federal court pleading 

That motion remains pending, for the moment at least, in the Brazil federal court system.  The current status is that 
the court has given all the parties 15 days from August 3, 2023, to brief the open arguments.11  FMC’s motion 
appears to be a mere stall tactic, as we struggle to see much, if any, colorable FMC argument.   

Indeed, to be sure of FMC’s desperation here, simultaneous to its recent pesticide registration litigiousness, in recent 
weeks FMC also decided to reinvoke an administrative appeal of a trademark violation case that it already brought 
and lost against Rainbow in 2018.  In our view, FMC’s imminent defeat is not only a possible outcome, but a likely 
outcome. 

 
Source:  Timeline of major case developments built from Brazilian Court Records 

 
11 This includes potential briefing on the topics of the (a) the court’s order granting Rainbow Argo’s request to cause the Brazilian 
Regulators to evaluate Rainbow’s registration applications; (b) whether FMC even has standing as a non-party to Rainbow’s 
litigation against the Brazilian Regulators; and (c) whether Rainbow’s case is at all relevant to FMC’s earlier injunction case from 
2021 given that FMC’s data exclusivity period already lapsed years earlier. 

Aug. 29, ‘22
• Rainbow sues 

Brazilian Regulators

Sept. 16, ‘22
• Court grants 

Rainbow’s 
injunction

Feb 23, ‘23
• Court issues new 

order

April 6, ‘23
• MAPA analysis 

complete

July 19, ‘23
• ANVISA analysis 

complete

July 26, ‘23
• FMC requests to 

take part in case

July 28, ‘23
• Court order 

suspends previous 
decisions

Aug. 3, ‘23
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parties to brief the 
open arguments 

https://www.jusbrasil.com.br/processos/599109511/peca-recurso-trf01-acao-registro-de-empresa-procedimento-comum-civel-de-rainbow-defensivos-agricolas-contra-agencia-nacional-de-vigilancia-sanitaria-anvisa-instituto-brasileiro-do-meio-ambiente-e-dos-recursos-naturais-renovaveis-ibama-e-uniao-federal-1912503806
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Yet, to our knowledge, FMC has never disclosed to investors that the only thing standing between it and a flood of 
generic competition for its most important product in its most important market is FMC’s desperate urgent request 
for an eleventh-hour reversal that appears to us to be borderline groundless.   

To the contrary, on August 2-3, 2023, FMC released 2Q 2023 earnings and conducted its quarterly earnings conference 
call, but FMC did not disclose any of these seemingly material events to investors.  Instead, FMC allows investors to 
continue to believe that Brazil will be free from generic competition until Q3 2026 at the earliest.  Admittedly, legal 
cases, especially in countries like Brazil, are often subject to delay.  Nor can anyone predict, with certainty, how a 
court will decide.  Yet the developments in the last two months suggest that the outlook for generic approval has 
clearly and materially changed, but the Company’s representations to investors have not. 

Competitors apparently agree.  Recently, low-priced generic CTPR competitors beyond just Rainbow announced plans 
to enter the Brazilian market.  Additionally, according to customs records on TradeSparq, Natco Pharma, FMC’s 
generic competitor in India, recently shipped small amounts of CTPR to another competitor in Brazil, which we think 
is a precursor to entering the market.  

 
Source: News Article 

 

 

Source:  TradeSparq 

Given the size and value of the Brazilian diamide market, it is no surprise that well capitalized industry heavyweights 
are pushing hard in Brazilian courts to register generic products.  In light of FMC’s recent reversal and the approval 
of generic product by two of the three Brazilian regulators, we believe that it is absurd for FMC to continue to claim 
that generics will not compete with flagship diamides in Brazil before September 2026.  Rather, the court proceedings 
suggest that generic competition for CTPR could be imminent.   

2. FMC Brazil Is in a “Big Crisis.”  

A flood of generic competitors could not come at a worse time for FMC in Brazil, where FMC is already facing market 
conditions so onerous that an expert described it as a “big crisis,” making a mockery of FMC’s guidance to investors 
that it expects a recovery in the second half of 2023.  

In the opinion of several industry experts (including a former FMC executive and also a current financial executive of 
UPL, an FMC partner in Brazil) from 2020-2022 FMC LatAm greatly benefitted from “very unusual” external events 
that artificially boosted the whole crop protection industry’s growth in volume, price, revenue and margins.  During 
2023, however, the confluence of events propelling growth abruptly and starkly reversed.   

https://chemindigest.com/gsp-crop-science-expands-into-brazil-to-target-latam-markets/
https://user7.tradesparq.com/#/shipments/searching/list?q=JTdCJTIyZGVzY3JpcHRpb24lMjIlM0ElMjIlMjIlN0Q%3D
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Specifically, we spoke to a current senior finance executive at UPL in Brazil.  UPL is FMC’s key strategic partner 
licensed to sell diamides in Brazil and other countries.  The UPL finance executive explained that the crop protection 
market in Brazil grew from $12 billion to $21 billion in the last three years.  He explained that this growth was “very 
unusual” and resulted because of shortages caused by a perfect storm of COVID, China supply chain disruptions, 
labor shortages, the Russia/Ukraine war, and supply chains permanently migrating away from China.  He explained 
that these events caused crop protection product shortages that caused prices to skyrocket and, at the same time, 
distributors and cooperatives scrambled to over-purchase whatever they could because of fear of prolonged supply 
shortages. 

Actually, it's been kind of an awkward season because last year the size of the market was $21 
billion. In 2021, the size of the market was $16 billion and in 2020 it was $12 billion.  The market 
grew exponentially, mostly because of the pandemic times and the Ukraine and Russia war. . . .  So 
that's why the market grew so fast because of the price and also because there was a lack of supply. 
So the distributors, the cooperatives, they were buying much more than expected.   

      --Current UPL Brazil Finance Executive 

Today, however, the confluence of factors that almost doubled the size of the agricultural chemical market have 
reversed, creating a “big crisis” of downward pressure on the Brazilian market.  The crop protection industry in 
2023 is facing a “big crisis” because supply shortages have dissipated, and prices have cratered and will continue to 
crater throughout the year.  The UPL senior finance executive explained that it is going to be a “very difficult year” 
and the size of the industry in Brazil is going to drop all the way back to 2021 levels. 

The [earlier three years] created a big crisis in 2023 because everybody has a very big stock, a very 
big inventory of products. The prices are going down. . ..  So it's a very uncommon situation.  And 
the market now is to go back to the $16, $17 billion level, which is the same level of 2021. And that's 
because a lot of the buyers are not going to increase the inventory until they consume everything.  . . .  
So, in the end of the day, it's been a very difficult year. 

       -- Current UPL Brazil Finance Executive 

According to the former FMC executive with whom we spoke, Brazilian crop protection customers in 2023 understand 
now that there is no supply shortage, and they are demanding to negotiate lower prices and product returns and rebates. 

The customers [in 2023] understood that there was not a lack of products. . .. You can see today in 
2023 that the prices are dropping significantly compared to 2022.  All the inventories that the 
companies have in the market today, they are doing some negotiations in order to make prices more 
suitable.  So they had to do something to balance those things.  

--Former FMC Brazil Executive 

Worse, according to the UPL finance executive, the full scope of the price impact has yet to manifest.  He stated that 
the industry will not start to feel the full pain of the lower prices until July-September, when the soybean growing 
season starts because that is the most voluminous crop in Brazil. 

We're going to be able to see better the market within a couple of months because now it's the season 
when the soybeans start to be planted. And soybeans are the grain that has majority of the area in 
Brazil. It's almost half of the planted area in Brazil is soybean. Then we have corn, cotton, you can 
have coffee and some other minor cultures. So, we're going to be able to see between July, August 
and September. 

--Current UPL Brazil Finance Executive 

FMC has suggested in the past that it is immune from this type of deflationary shock to its pricing because it sells 
specialty products for specialty crops to risk adverse buyers, thus making prices “sticky.”  FMC would no doubt argue 
that for this reason, neither its products generally, nor its diamides specifically, will suffer along with the broader 

https://research.alpha-sense.com/?docid=ET-398625-1834507811&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=ET-398625-1834507811&utm_campaign=1692398963375
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industry.  The experts we interviewed disagree that FMC can continue to raise prices as high as it needs to cover 
volume shortfalls and still make whatever margin it so chooses. 

In fact, the former FMC executive we interviewed suggested that FMC will suffer worse than other companies in 
Brazil because FMC is losing patent protection on its diamide portfolio at the same time that prices are independently 
crashing.   

Moreover, according to the UPL finance executive, the price pressure started with herbicides, but distributors are so 
severely oversupplied and in such financial straits that they are requesting price “normalization” across all crop 
protection product lines, including insecticides and specialty products.  He stated one distributor was even on the verge 
of bankruptcy and “we can see that [price pressure] problem for all the products.” 

In summary, FMC already lowered revenue and EBITDA guidance for LatAm (along with North America and EMEA) 
citing channel inventory problems and resulting reduced volumes, despite strong grower demand.  In our view, there 
is overwhelming evidence that there is another shoe to drop.  Management claims that prices are sticky, but the market 
appears to already be in deep crisis without even considering the imminent entry of generic CTPR into the market.   

3. Ballooning Receivables and Deteriorating Customer Creditworthiness Further Evidence of 
“Crisis” in Brazil 

FMC’s imminent loss of patent protection in Brazil, which we believe will precipitate the near-term entry of generic 
competitors, could not come at a worse time for FMC in its most important market.  Not only were Latin America 
sales – of which, Brazil makes up the largest percentage - down almost 38% YoY in Q2 2023 due to an inventory glut, 
but an increasing balance of receivables, customer defaults and bankruptcies, and FMC’s decision to factor 
receivables at increasingly punitive rates all portend an increasingly dire market outlook in FMC’s most 
important country.   

As of June 2023, FMC’s total receivable balance hit $2.8 billion.  According to Company disclosures a substantial 
portion of the trade receivables comes from Brazil. This poses a risk to the Company, as FMC cautions in its 
disclosures that in Latin America, and specifically Brazil, payment terms often exceed 360 days. 

We do not typically give payment terms that exceed 360 days; however, in certain geographical 
regions such as Latin America, these terms may be given in limited circumstances. 

Collection timing is more pronounced in certain countries such as Brazil where there may be terms 
significantly longer than the rest of our business. 

Source: FMC Corporation FY 2022 10-K 
 

FMC even warns that collections is particularly challenging in Brazil, where payment terms for trade receivables are 
“measured in months,” rather than the standard weeks.   

The Brazilian receivables situation has become such a challenge that in an effort to move receivables off the balance 
sheet and bring in quick cash, FMC has begun selling receivables at a steep discount through both a non-recourse 
factoring and a non-recourse securitization facility.  Although FMC does not admit, to our knowledge, what kind of 
haircut it takes to factor or securitize or factor receivables in Brazil, given that Brazilian interest rates are over 14%; 
receivables take over a year to pay; and the receivables are owed by customers in an industry that brings inherent 
credit risk, we estimate that FMC is taking at least a 16-20% haircut on each securitization or factoring transaction.  
There is evidence to support this estimate.  

In Q3 2022, FMC entered into a trade receivables securitization program in Brazil, an agreement that exchanges rights 
to FMC’s trade receivables to an investment vehicle in exchange for cash. For selling $105 million in trade receivables 
to the fund, FMC received approximately $75 million in cash, and that “approximately $19 million on the sale was 
retained by the securitization fund and is recognized as a non-cash investing activity.” That’s $105 million in 
receivables for which FMC are receiving about 70 cents on the dollar in cash.  

https://d18rn0p25nwr6d.cloudfront.net/CIK-0000037785/f6c7eed5-6a8f-477c-bcf2-50bc1955a31d.pdf
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FMC continues to sell receivables at a fraction of their full value. In H1 2023, the Company sold an additional 
$67.5 million in Brazilian receivables into the securitization facility. That’s a total of $172.5 million of Brazilian 
receivables over a 12-month period presumably sold at a deep discount.12 

Fund documents show at least one apparent default already by a debtor in the receivables fund.  According to a June 
28, 2023 document, credit holders agreed to hire lawyers to represent the Fund in the “reorganization” of one of the 
debtors, Agrocomercial Sandri Ltda. 

 

                            Original Portuguese       English Translation 

 

 

 

 

 

 

 
Source: Finaxis Investment Fund in FMC Credit Rights, Minutes 6/28/23 

Notably, the fund’s June 2023 shareholder report reflects this default, showing a R$43.3 million decline in total 
shareholder value – equivalent to about $8.85 million – between May 2023 and June 2023.  

 

 

Source: Finaxis Investment Fund in FMC Credit Right, June Monthly Report 

The default of a customer and the presumptive write off of the receivables in the securitization fund is, in our 
opinion, a harbinger of the declining creditworthiness of FMC’s Brazilian customers.   

In addition to selling receivables through a securitization facility, the company also began factoring receivables last 
year.  FMC states that it factored $58 million in receivables in 2022, a number that increased three-fold to $155 million 
in just the first 6 months of 2023.  While the Company doesn’t specify in which regions they are factoring, with a 
growing interest rate environment – particularly in key countries such as Brazil, which has a nearly 14% interest rate 
– plus the few percentage points a factoring third-party takes on top of the base funds rate, we believe it is reasonable 
to assume that FMC is taking a major haircut on revenue by factoring these receivables.  

FMC’s factoring and securitization of receivables at steep discounts raises serious questions for investors.  How likely 
is impairment in the rest of FMC’s Brazilian receivables?  Why is FMC taking a substantial haircut to receivables 
when it uses the cash to pay a dividend and buy back stock?  

As factoring and sales to the securitization facility moves receivables off the balance sheet and replaces it with cash, 
these actions obscure the Company’s true financial health.  Looking at FMC’s cash flows from operations over the 

 
12 It's also important to note that FMC’s $19 million “retained by the securitization fund” is by no means a guaranteed return. Within 
the Fund, credit holders are placed into two investment tranches, subordinated and senior. Considering investment into the senior 
tranche of the Fund was made through public offering, we believe that FMC’s retained $19 million was almost certainly making 
up the subordinated tranche. The fact that the initial investment of the subordinated tranche was R$100 million in September 2022 
and the BRL to USD conversion rate was $0.1934, confirms that FMC accounts for essentially the entire subordinated tranche. As 
such, the Company is more exposed to these potential defaults as they would be subordinate to the senior bond holders.  

https://corretora.finaxis.com.br/wp-content/uploads/2022/09/2023-06-28_FIDC-FMC_ATA-VL.pdf
https://corretora.finaxis.com.br/wp-content/uploads/2022/09/2023-06-28_FIDC-FMC_ATA-VL.pdf
https://corretora.finaxis.com.br/wp-content/uploads/2022/09/INFORME-ANBIMA-FIDC-FMC-202201-JUNHO-2023.pdf
https://corretora.finaxis.com.br/wp-content/uploads/2022/09/INFORME-ANBIMA-FIDC-FMC-202201-JUNHO-2023.pdf
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last calendar year since factoring began, FMC’s already poor cash flow situation would be even more disastrous if the 
Company had not sold these receivables at a steep discount.  For example, rather than reporting a $55 million increase 
in cash for FY 2022, with the factored receivables added back-in, the Company would have instead experienced a $97 
million decrease in cash for FY 2022.  

Selling and Factoring Accounts Receivables to Beautify its Cash Flows 

 
Source: FMC Financials, S&P Capital IQ 

Without factoring or securitization of Brazilian receivables, FMC’s operating cash flows would have been negative 
$969 million in 1H 2023.  Despite a cosmetic improvement to cash flows, selling receivables – especially at a 
substantial discount – doesn’t address the core issue of deteriorating customer creditworthiness, which is only getting 
worse considering the company is pushing more receivables off their balance sheet.   

FMC has offloaded about $386 million in receivables at a presumably steep discount over the last 12 months, which 
we believe speaks, at least in part, to the underlying deterioration of customer creditworthiness in its most important 
market.  

In our view, these financial maneuvers underscore a core rot associated with the critical Brazilian customer base which 
poses a potentially existential threat to FMC considering how important Brazil is for the Company’s future growth.  
On the Company’s most recent earnings call for Q2 2023, FMC President and CEO highlighted Brazil and LatAm as 
areas where the Company could see growth and recovery from its current financial downturn.13 

However, considering the challenges associated with the Brazilian customer base – namely, Brazilian customers’ 
weakening ability to promptly pay receivables, requiring the company to factor take a massive haircut on receivables 
– Brazil doesn’t look to be the panacea FMC is hoping for. Add to this the impending flood of generics, both from 
competitors and smuggled into the region, and we think Brazil is more likely to be a disaster than an engine of recovery.   

4. Rampant Smuggling Adds Further Pressure to Margins in Brazil. 
 
In Brazil, it is not just legal competitors which FMC must worry about flooding the market.  At the same time FMC 
is facing imminent defeat in its Brazilian court battle to prevent generics from entering the CTPR diamide market, we 
believe that FMC will likely experience further loss of revenues and downward pressure on margins from the 
proliferation of smuggled or black-market CTPR diamides from Asia, which evidence suggests will increasingly enter 
Brazil illegally through distributors in Uruguay and Paraguay.   

 
13 FMC President, CEO & Director Mark Douglas, Q2 2023 Earnings Call. “So fundamentally, we know there is demand. We know 
we have to increase productivity by about 3% a year just to keep hunger at bay around the world. So I think the backdrop is solid. 
We see acreage increases anticipated, especially in Brazil and other parts of Latin America as we go into the next season. So for 
me, that on the ground grower view of the world is positive. And right now, it's hard to see what would change that. So it's a little 
early to say what our growth rates would be next year, but I am expecting a positive backdrop as we roll through 2024.”   
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Brazil is a major crop protection market, which has attracted increasing attention from organized crime and 
smugglers.14  But now that low-cost competitors in India and especially China are manufacturing generic CTPR, 
distributors will now have a steady supply of diamides to smuggle into Brazil and undercut FMC’s prices.   

Concerningly for FMC, because of the high prices of patented diamides in Brazil, criminals have set their sights on 
CTPR for sale on the black market – sometimes taking it by force.  On July 26, 2023, a group of men apparently armed 
with submachine guns, rifles and pistols, held multiple employees hostage at the Sipchem Nichino facility in Brazil 
and stole roughly 37 tons of Altacor insecticide, valued at approximately $10 million.  Altacor, according to the FMC 
website, is “powered by Rynaxypr,” FMC’s patented CTPR active ingredient.  

 

Source: Jornal de Brasilia, July 27, 2023 

It’s not just that violent criminals are targeting CTPR products for robberies in Brazil, but that CTPR is so readily 
available in the countries surrounding Brazil thanks to imports from newly authorized generic manufacturers in China, 
thereby creating a situation ripe for black market dealing.   

Worryingly for investors, distributors in neighboring South American countries whose agricultural chemicals with a 
history of having their chemicals illegally smuggled into Brazil and seized by Brazilian police are now distributing 
CTPR in Uruguay and Paraguay, which based on the previous flow of smuggled agricultural chemicals suggests that 
black market diamides are likely to flood FMC’s key Brazilian market.   

An analysis of 1,307 forensic police reports of smuggled pesticides seized by Brazil’s Federal Police between 2008 
and 2018 shows that typically these pesticides are imported from China – about 77% -- to distributors in either Uruguay 
and Paraguay and are then smuggled into Brazil.15 We analyzed current product registrations for CTPR in Uruguay 
and compared it with the 1,307 police reports of instances of previously smuggled and seized chemicals from 2008-
2018.    

Using data from Uruguay’s Ministerio de Ganaderia, Agricultura y Pesca, we found that there are currently 28 CTPR 
products registered in the Uruguay market by 17 different distributors.  

Comparing the names of distributors with CTPR products registered in Uruguay and the 1,307 police reports of 
smuggled pesticides seized in Brazil shows that 13 of the 17 Uruguayan distributors with registered CTPR products 
were previously mentioned in Brazilian police reports of smuggled chemicals.  

 
14 A recent study estimated that 24% of pesticides used in Brazil were illegally smuggled into the country, while the Brazilian 
government estimated last year that it would seize a record 500 tons of illegal pesticides in 2022. 
15 Data from these forensic reports include information such as where the products were seized, the identified active ingredient, the 
manufacturer, and the distributor that imported it.  According to these forensic police reports, 59% of seized pesticides smuggled 
into Brazil between 2008 and 2018 were imported by distributors in Uruguay, while 39% were imported by distributors in Paraguay. 

https://www.jornaldeuberaba.com.br/noticia/59960/armados-com-fuzis-criminosos-levam-50-milhoes-em-defensivos
https://ag.fmc.com/us/en/insecticides-miticides/altacor-insect-control
https://jornaldebrasilia.com.br/nahorah/grupo-com-fuzis-invade-empresa-e-rouba-r-50-milhoes-em-inseticidas-em-mg/
https://www.researchgate.net/publication/360062120_Constructing_a_transnational_crime_pesticide_smuggling_in_Brazil
https://www.idesf.org.br/wp-content/uploads/2021/05/Translated_O-Contrabando-de-Defensivos-Agricolas-no-Brasil_IDESF_2019.pdf
https://www.reuters.com/business/sustainable-business/brazil-set-seize-massive-volumes-illegal-pesticides-this-year-says-govt-official-2022-08-25/
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Source: Uruguay Ministerio de Ganaderia, Agricultura y Pesca, Pg. 1 of 2, July 31, 2023 

Indeed, police reports show that most of these Uruguayan distributors have multiple instances of their products being 
smuggled into Brazil – including three distributors who appeared over 100 times each in Brazilian police reports on 
smuggled chemicals. Put simply, the vast majority of distributors with registered CTPR products in Uruguay have 
appeared in Brazilian police reports on seizures of chemicals smuggled into Brazil between 2008 and 2018.  

 
Source:  Smuggling of Pesticides in Brazil (2008-2018) 

https://www.mgap.gub.uy/profit/productosweb.aspx
https://data.mendeley.com/datasets/v9892ppf46/1
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Many of these Uruguayan distributors with CTPR products and a history of their products being smuggled into Brazil 
also promote their CTPR products on social media.  For example, La Forja S.A., advertises its Rhino 75 WDG, Rhino 
70 WDG and Rhino Flex lines of CTPR insecticides in Uruguay by sponsoring a racecar.   

 
Source: Tafirel Twitter Account, July 3, 2022 

The Brazilian police forensic reports show 358 instances of La Forja’s products being smuggled from Uruguay to 
Brazilian farmers.  La Forja also launched a CTPR product that is manufactured in China, and based on the previous 
instances of smuggling, we think there is a high likelihood it ends up smuggled into Brazil.16   

While Uruguay and Paraguay are crucial gateways through which pesticides can illegally flow to Brazil, that flow 
would be nothing more than trickle without manufacturers exporting these products from China.  Approximately 48% 
of agrochemical imports to Paraguay in 2022 came from China, while about 49% of pesticides imported to Uruguay 
in 2021 originated from China.  It is no surprise then, that 15 of 28 CTPR products registered in Uruguay are 
manufactured in and imported from China. With the close relationship between distributors in Uruguay and Paraguay, 
and Chinese manufacturers, the impending flood of generic CTPR from China will undoubtedly have a knock-on 
effect for supplies of the product in Latin America – and black-market supplies of CTPR in Brazil.  

  

 
16 For avoidance of doubt, we are not alleging that La Forja or any distributor mentioned in this report are knowingly smuggling 
products into Brazil from Uruguay or Paraguay or are committing illegal conduct in any way.   And for FMC investors, it is 
irrelevant.  What matters is that there is an organized enterprise to smuggle chemicals made by such distributors into Brazil, and 
that this practice will only proliferate with the increase in generic manufacturing in India and China.  

https://twitter.com/TafirelUruguay/status/1543593047061143552
https://twitter.com/TafirelUruguay/status/1543593047061143552
https://news.mongabay.com/2023/05/borders-between-mercosur-countries-have-become-a-hub-for-trafficking-agrochemicals/
https://oec.world/en/profile/bilateral-product/pesticides/reporter/ury
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III.  Process Patents, Impotent in India and China, Unlikely to Protect FMC in Rest of World. 
 
As discussed above, FMC’s process patents have proved impotent in preventing the entry of generic competitors to 
FMC’s flagship CTPR diamide product in its key markets of India, China and likely Brazil.  We believe that such 
defeats indicate that contrary to FMC’s claims to investors, its process patents are unlikely to prevent generic 
competitors in other parts of the world.   

FMC claims that despite the expiration of its patent for its flagship CTPR diamide product, a thicket of process patents 
will extend its patent exclusivity period and prevent the entry of generic competitors into the market for years to come. 

 
Source:  Earnings call, Q2 2019 

 
Source: Earnings call presentation, Q2 2021 

 
FMC’s CEO and CFO recently doubled down on the company line that investors need not worry about generic 
competition anytime soon, stating that FMC’s process patents and its associated data protection rights “continues well 
until the end of this decade” or even “a bit longer.” 

 
Source: Citi’s 2023 Global Industrial Tech and Mobility Conference, Feb 21, 2023 

FMC’s CFO goes so far as to suggest that the whole notion of a “patent cliff” in the crop protection industry is a myth 
and that investors should instead expect something more akin to a “long plateau.” 

 

First Potential Competitive Sales of 
Chlorantraniliprole 
Not expected earlier than Q1 2026* 

First Potential Competitive Sales of 
Chlorantraniliprole 
Not expected earlier than Q2 2027* 

First Potential Competitive Sales of 
Chlorantraniliprole 
Not expected earlier than Q3 2026* 

First Potential Competitive Sales of 
Chlorantraniliprole 
Not expected earlier than Q1 2026* 

https://seekingalpha.com/article/4279694-fmc-corporation-fmc-ceo-pierre-brondeau-on-q2-2019-results-earnings-call-transcript
https://s21.q4cdn.com/968238644/files/doc_financials/2021/q2/2Q-2021-Earnings-Slides-FINAL-%5bv9%5d.pdf
https://kvgo.com/industrials-conference-2023/fmc-corp-feb
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Source: Citi’s 2023 Global Industrial Tech and Mobility Conference, Feb 21, 2023 

FMC’s CEO acquiesces to the obvious – that generics will someday, sometime, somewhere enter in the market because 
“That is what happens” – but that day, he states, will not come until the end of the decade.  

 
Source:  Bank of America Global Agriculture and Materials Conference 2023, Mar 01, 2023 

Yet as we have already discovered, such claims, in our opinion, are simply not true.  FMC’s process patents were 
rejected by courts and regulators in India and China, and we believe that Brazil is also on the cusp of allowing generic 
competitors.  We see no reason why other courts would not reach the same conclusion.  In an effort to understand the 
threat of generics and the power, or lack thereof, of FMC’s process patents, we spoke to a number of experts with 
experience in the agricultural chemical industry, including FMC formers.  They raised key reasons why investors 
should not expect FMC’s process patents to be much help in preventing generic competition across the world.  

First, there is no shortage of capable, well-funded and highly motivated generic competitors to manufacture non-
infringing diamide generics.  We interviewed a former FMC senior product manager who was responsible for creating 
FMC’s patent defense strategy in his region.  His view was that the Rynaxypyr market opportunity was so 
“humongous” that generic competition would invest whatever it took to manufacture competitive generic Rynaxypyr 
to bring to market: 

“There’s a humongous opportunity. Rynaxpyr is the second largest pesticide globally in the whole 
world.. . . So there’s, humongous opportunities for generics in the space.  And so they will, they 
will absolutely be invested.  And I know generic manufacturers are actively looking at ways to 
design around those patents to go into them . . . But it’s such a big prize that people are investing 
in it. 

        --Former FMC Product Manager 

Second, as detailed above, in 2022 and 2023, India and China each rejected FMC’s attempts to use process patents 
and associated data protection to stop generic competition and “evergreen” its patent protection. 

Third, these court opinions do not reflect anomalies in India patent law, for example, but instead the exact opposite:  
the India court opinions reflect universally accepted and basic principles of patent law that most countries have 
intentionally adopted to prevent exactly what FMC is attempting to do here – to “evergreen” patent protection from 
20 years to 30 or 40 years, or longer. 

We spoke to an India patent law expert who was familiar with the India court rulings against FMC.  This expert is 
based in India and works as a senior patent analyst with a focus on working with the patent offices in India, U.S. and 
Europe.  She explained that most countries’ patent laws, including India’s, are by design very similar to one another 
across the globe because of international treaties and conventions that purposefully attempt to uniformize intellectual 
property protections.  She further explained why the reasoning of the India court opinions are generally applicable 
across the world and why courts rarely enforce process patents under circumstances like what FMC is attempting here.   

Specifically, the patent expert noted that courts are sensitive to the common practice of companies attempting to 
artificially “evergreen” patent protection.  Companies will file a patent application and then in subsequent years 
repeatedly file new applications showing slightly different manufacturing processes.  By doing so, the applicant hopes 
to restart the 20-year patent protection clock with each new application.  According to the expert, this has always been 

https://kvgo.com/industrials-conference-2023/fmc-corp-feb
https://research.alpha-sense.com/?docid=ET-28606-1825877452&utm_source=alphasense%20platform&utm_medium=document%20share&utm_content=ET-28606-1825877452&utm_campaign=1692427110068
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an especially acute problem with respect to chemical manufacturing because there are so many different chemicals 
that have substantially similar properties that can be substituted in a manufacturing process.  

“Basically, evergreen is nothing but getting protection over a previously protected invention.  [The 
concept applies] everywhere that you cannot get more than 20 years protection on a similar 
invention again and again.” 

-Patent law expert 

Furthermore, in most jurisdictions, the burden of proof in a process patent case rests with the patent holder and not 
the alleged infringer as it would in the typical product patent case. 

“So basically, when it is an apparatus related or product related claim, the ball is on the 
defendant’s side to show that he is not using your product.  But when it is about a manufacturing 
process claim or something related to process claims or method claims, the ball is in [the plaintiff’s] 
court and you will be providing a lot of evidence about how the defendant is using your 
manufacturing process.” 

--Patent law expert 

To be sure, we also spoke to an expert who has over thirty years’ industry experience, including many years as a senior 
vice president of marketing at a major agrochemical company.  He explained that of all the potential strategies to 
defend a patent expiration from generics, process patents are the least effective.  He explained that generic competitors 
employ smart engineers who can almost always find novel non-infringing manufacturing methods and processes to 
produce a comparable product. 

“The process patent side is probably the hardest in my experience. . .. Good engineers can work 
around lots of process patents. And if your process patent is way back into your manufacturing 
process it’s harder to enforce on the process patent side.  

--Industry expert and former SVP, Monsanto  

Similarly, we spoke to a former FMC senior product manager who was responsible for creating FMC’s patent defense 
strategy.  He stated that Dupont and FMC did a good job of patenting each step of the manufacturing process, but he 
doubted that it would afford FMC much, if any, protection from generic competition. 

“You know, the generic manufacturers in China and India are also very innovative. So, 
you know, it’s not that they won't find a way around it, they probably will.” 

 --Former FMC Product Manager 

FMC repeatedly touts the huge number of process patents it possesses to protect its diamide portfolio.  Ironically, this 
fact may by itself evidence the exact opposite of what FMC intends: the sheer volume of FMC’s process patents is 
more likely to evidence unenforceable “evergreening” than anything else.  Indeed, as detailed above, FMC’s “maze 
of patents” was one of several grounds cited by the India court in rejecting FMC’s attempt to enforce its process 
patents in India. 

In sum, FMC leans into its process patents to assure investors that generic competition will be a non-issue until “the 
end of the decade” or “a bit longer,” but this an insincere farce.  We especially do not know how FMC can continue 
to repeat this to investors with a straight face while (unbeknownst to most investors) court after court has rejected 
FMC’s much touted process patents and cleared the path for the generic competition that has already arrived and are 
taking market share.17 

 
17 The manufacture and adoption of cheaper generics in major markets like India, China and Brazil are also likely to create 
intangible network effects, such as spurring regulators across the world to similarly permit generics to remain competitive.   
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IV. Low Priced Generics Set to Undercut FMC’s Margins and Crush its Revenues. 
 
Following a banner 2022, FMC faced a crushing decline in revenues, cash flows and profits in 2023 due to a global 
inventory glut of crop protection products.  At the top line, in Q2 2023, FMC reported a 30% YoY revenue decline.  
In that same period, FMC’s operating income fell 56% YoY and net income collapsed 77.3% YoY.  This translated 
to sizeable declines in EBITDA and free cash flow, which fell 47.8% and 43.7% YoY in Q2.  

FMC blamed the carnage on a buildup of inventory in the channel, particularly in the key markets of Latin America 
and Asia, where quarterly revenue dropped $163 million YoY (-38%) and $110 million YoY (-29%), respectively.  
Yet despite such carnage, FMC projects a strong bounce back in the second half of the year led by the Company’s 
forecasts for a very strong Q4, led by cost tailwinds and increased prices.  We think not.  

FMC’s financial situation has deteriorated markedly due to a buildup of channel inventory, yet the situation is about 
to get worse because undisclosed to investors, legal defeats in key markets have opened the doors to an impending 
flood of generic diamide products, particularly in Asia and Latin America, which we believe will further depress 
volume, prices, and margins for FMC’s flagship diamides in these critical markets. 

Generic competition is here today, yet this reality has not been priced into FMC’s stock.  Analyst consensus is that 
FMC has several more years before it needs to worry about diamide patent expiration, thus giving the Company time 
to offset the negative impact of future generic competition with new products set to launch later this decade.  For 
example, Morningstar, who maintains one of the highest analyst price targets ($135 per share), acknowledges that the 
expiration of FMC’s diamide patents will create long-term margin compression, yet it reassures investors that this 
expiration will not happen until 2026.18  

Similarly, in an August 2023 report, J.P. Morgan initiated coverage on FMC and echoed the Company line that generic 
competition will not impact FMC until later in this decade.  Even a bearish price target accompanying an 
“underperform” rating from Credit Suisse published in July was based on “ongoing inventory destocking” and did not 
mention generic competition as a key risk.  The bank has since upgraded to "neutral," further showing that the impact 
of generics is not baked into analyst price targets.     

We think that analysts, like investors, have been misled by FMC.  As FMC’s legal losses mount and its “process” 
patents are shown to be ineffective, generic competitors are heavily incentivized to invest in the capability to 
manufacture tons of new CTPR to sell at slashed prices.  This is an unhappy story unfolding in real time today, as 
generics have already launched in key markets at prices up to 80% below FMC’s branded insecticide.  As such, we 
believe the threat of immediate generic competition to the diamide portfolio is not remotely priced into investors’ 
valuation of the stock.  

• Licensing Sales 

The impact of generics around the world is likely even more pronounced than simply a decline in direct sales, as FMC 
does not just directly manufacture diamides, it also licenses the diamide active ingredient to other manufacturers across 
various markets.  According to a 2022 earnings call, partner sales account for about 37% of their overall diamides 
business.  

Out of our $2 billion [diamides] business today, about $700 million of revenue comes through our 
partner sales. 

- Source: FMC Corporation Company Conference Presentation 3/2/2022 

While the company is vague about the structure of these licensing agreements, including the margins of this segment, 
we believe that a material proportion of these revenues are from purely licensing, which we presume would be even 
higher margin sales for FMC.  Therefore, low-priced generics not only undercut sales in the channel, but would also 
likely eliminate or impair any higher margin partner business from patent licensing.  FMC has preemptively entered 

 
18 Morningstar website, August 9, 2023 

https://www.morningstar.com/stocks/xnys/fmc/quote
https://www.morningstar.com/stocks/fmc-earnings-lower-volumes-will-weigh-2023-results-with-small-recovery-2024
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into licensing agreements with certain partners to forestall them from immediately entering the market with generics, 
but FMC gives investors few details on the scale and structure of these agreements.   

With the proliferation of generics in key markets, including key manufacturing markets like China and India, why 
would any competitor continue to pay FMC to license an expired patent?  We think these licensing sales are higher 
margin, so even a small loss of this licensing revenue could be absolutely devastating to FMC’s margins, profits and 
cash flows.   

Generics are already here! 

Ultimately, we believe that FMC’s undisclosed legal defeats are ushering in a wave of generic competitors that will 
devastate FMC’s revenues, margins, profits and cash flows.   

In Asia, we anticipate much more serious sales declines and margin compression for the remainder of FY 2023 and 
into FY 2024 than has been guided by the Company or projected by analysts, who are not pricing in the flood of 
generics now competing against FMC’s diamides in India and China.   

Already, there are at least 80 CTPR products registered in China, with several hundred CTPR formulations registered 
in India, following the expiration of composition of matter patents in each country last year.  With India and China as 
key manufacturing hubs for FMC’s diamide products, competitors have wasted no time entering these markets 
manufacturing and selling CTPR generics, in addition to registering for export to other FMC Asia region countries, 
such as Australia.19  

Right now, these readily available and low-cost generic alternatives to CTPR are capturing sizeable market share 
from FMC.  The Company does not publish revenue breakdown for individual countries aside from the U.S and Brazil, 
but based on earnings transcripts, we estimate FMC’s Indian sales in FY 2022 to approach $450 million.  For context, 
just four Indian generic competitors are projecting almost $100 million in CTPR sales over the next year, which 
amounts to over 40% of FMC’s CTPR market share.  And this is just competition from these four competitors.  There 
are hundreds of generics registered in India poised to undercut FMC in this market. 

It’s not just that competitors are quickly taking significant market share from FMC, however, but are doing so with 
much lower priced diamide products. The Chinese media stated in a news article that most of the manufacturers are 
selling CTPR at a price 80% below FMC’s patented product. FMC will undoubtedly have to compete on price in 
order to stop from hemorrhaging market share, which will further depress overall sales and margin in the region.  

Accordingly, in the Asia region, we estimate diamide revenues will drop 30%, if not more, by the end of FY 2023 
and 40% into FY 2024, as customers quickly adopt low-cost CTPR generics recently made available in India and 
China.  This projects to an 14% decline relative to the FY 2024 expected revenue.  This contrasts with some 
significantly more optimistic market estimates that forecast topline revenue growth to be in the low- to mid-single 
digits in the second half of FY 2023 through FY 2025 in the Asia region.  

In addition to a marked decline in sales, we expect FMC’s gross margins to contract as its forced to lower prices to 
compete in price-sensitive Asian markets with low-cost generics.  Based on the pricing of generics we have already 
observed in the market, and our conversations with experts who witnessed other agricultural chemicals coming off 
patent, we believe it is likely conservative to model a decline in gross margin for diamide products across the region 
from 55% to 35% between Q3 2023 and end of FY 2024.  

In Brazil, we anticipate that diamide sales in the region to continue falling by 15% by the end of 2023, with more 
substantial declines of up to 30% in FY 2024. Additionally, as local CTPR sales force FMC to drop prices even 
further, we anticipate gross margins to compress from about 70% for diamide products to 35% by the end of FY 
2024. This would result in a $175 million shortfall in Brazil topline revenue in FY 2024 relative to the base case 
– a 11% drop – and near zero growth in topline revenue relative to FY 2023 for FMC’s most import market. 

 
19 According to the Australian Competition and Consumer Commission, FMC’s composition patent on CTPR expired in Australia 
in 2021 (see Table 3). 

http://www.ccpia.com.cn/info.asp?classid=L010205&newsid=L307071355152576
https://www.accc.gov.au/system/files/public-registers/documents/D16%2B148723.pdf
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The price declines and margin compression across key markets, coupled with the further loss of revenue and margin 
associated with losing licensing agreements to low-cost generic competitors, would severely impact FMC’s valuation. 
We modeled these assumptions, which would imply a price of $40.74 per share.   

  
Source: Company Filings, Blue Orca Calculation 

This estimate relies on what we believe to be a much more reasonable 8x forward EV/EBITDA multiple than the 
multiple currently applied by sell side analysts, which we think is far too generous for an industry leader whose 
flagship products are no longer protected from generics by patents.  According to J.P. Morgan, FMC has historically 
traded at a 10x FY24 EBITDA multiple.  If FMC traded at a 10x FY24 EBITDA multiple when it was generating high 
margins from patent protected products and it had a healthy balance sheet, we think it should trade at a lower multiple 
(8x FY24 EBITDA) in light of lowered revenues, compressed margins, generic competition, dangerous leverage and 
increasing debt servicing costs.20   

V. Mounting Debt, Covenant Breaches, and Borrowing to Fund Dividends and Stock-Buy Backs Compound 
FMC’s Deteriorating Financial Situation 

Ultimately, we think that rising short-term borrowing costs, deteriorating revenues, profits and cash flows will not 
only push FMC’s leverage to dangerous heights, but likely prompt an investment rating downgrade.    

In May 2023, FMC issued $1.5 billion in senior secured notes, bringing gross debt to $4.7 billion as of June 30.  FMC 
admitted that its “actual leverage for the four consecutive quarters ended June 30, 2023 was 3.55.” Not only is this a 
massive jump up from the Company’s 2.34x leverage ratio at the end of FY 2022, but it also appears to have put FMC 
in breach of the leverage ratio covenant of 3.5x included in the Company’s June 2022 credit agreement. 

Because of the decline in margins and fall in revenues globally, FMC was forced to ask creditors to amend its credit 
agreement, raising the leverage ratio covenant to 4.0x through March 31, 2024, and 3.75 thereafter.  FMC claims that 
this “gives them ample room to navigate through the current disruptions.”  We doubt it.  Low priced generics are here 
in some major markets and coming soon to others, which will add further pressure to the Company’s revenues and 
profits.   

If FMC’s net debt to EBITDA ratio is already at 3.55 without competition from generics, we project that the diminution 
of revenues and margins from generic competition could easily push FMC’s leverage ratio past the 4.0 net 
debt/EBITDA ratio required by its credit agreement.   

 
20 FMC has traded at a multiple as low as 8.2x EV/EBITDA since the time it acquired the diamide portfolio from Dupont in 2017. 

Implied Share Price ($m, except per share items)
EV 8,890

EV/EBITDA Mult. (FY24) 8.0x

Debt 4,683

Cash 942

Minority Interest 24

Equity Value 5,125

Shares Out 126

Implied Share Price 40.74

Cur. Share Price 82.19

% Change -50.4%

Cur. Consensus Price 112.66

% Change -63.8%

https://d18rn0p25nwr6d.cloudfront.net/CIK-0000037785/84308da8-de55-4262-a6ac-2ad25855d1b4.pdf
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Increased debt load, coupled with a raising interest rate environment, has begun to impact on FMC’s profitability.  
Interest expense in Q2 2023 was $64.5 million, up 83% from $35.3 million in Q2 2022. Considering sagging topline 
growth and generic competitors on the way, a ballooning interest expense will further eat away at its profitability. 

Moreover, even despite a temporary leverage ratio reprieve, we think that a covenant breach poses a direct threat to 
FMC’s lifeline: its access to low interest rate short-term borrowing.  FMC continues to roll commercial paper, which 
provides $1 billion in short term debt at 5.9%.  In fact, 21% of its $4.7 billion gross debt is commercial paper, borrowed 
at a very favorable rate.  That’s a significant vulnerability if the Company’s leverage position continues to deteriorate.  
The fact that FMC currently borrows at just ~60 bps above the Effective Federal Funds Rate is frankly unbelievable.   

Indeed, when FMC downward revised FY 2023 guidance in July 2023, Moody’s Investor Services noted that the event 
was credit negative, but it stated that “the ratings are unchanged because we expect that this [channel inventory] issue 
will be transient, and fundamental demand for the company’s products on farms has not changed.”  Moody’s expressly 
stated that “if there is a change to the competitive dynamics” then “we could move to a negative outlook or reevaluate 
the appropriateness of the Baa2 rating.”  Of course, investors now know for the first time that generic competition is 
flooding FMC’s largest markets and the competitive dynamics have significantly changed for the worse.  In our 
opinion, FMC and its investors can reasonably anticipate a rating downgrade. 

We fail to see how a Company which appeared to breach its covenants and faces financial carnage due to over leverage 
and a deteriorating business will continue to access commercial paper markets at such a favorable rate.  If its 
commercial paper funding dries up, FMC would have to borrow another $1 billion at much higher short-term rates, 
putting that much more strain on an already financially stretched company.  Given this perfect storm of falling 
revenues, plummeting profits and cash flows and rising debts, we believe that an investment grade downgrade is 
highly likely, which will force FMC to replace cheap commercial paper with increasingly expensive debt.   

• Funding Dividends and Share Repurchase with Borrowings 

Despite falling revenues, plummeting profits and anemic cash flow generation, FMC continues to finance dividend 
payments and share repurchasing programs through borrowed money.  

In Q2 2023, free cash flow was only $93 million, down a staggering $72 million from Q2 2022. That represents a 44% 
decline YoY.  Taking into account the first two quarters of 2023 paints an even worse picture for the Company, as 
FMC reported -$822 million in free cash flow for H1 2023, down $323.7 million – or 65% -- from the same period 
last year, even accounting for extreme seasonality effects on cash flow.  Meanwhile, EBITDA fell nearly 48% in Q2 
2023 from the year prior.  

Despite poor cash flow generation, FMC nevertheless returned $124 million to shareholders in Q2 2023, through a 
combination of $73 million in dividends and $51 million in share repurchases. In the first half of the year, FMC paid 
over $145 million in dividends to shareholders – a 9% increase over the same period in 2022.  Additionally, Between 
May 10 and May 17, the Company purchased ~457,000 shares at an average cost of $109.35, bringing the total shares 
purchased in H1 2023 to ~651,000. 

While FMC management states it does not plan any additional share repurchases for 2023, they will prioritize dividend 
payments.  

With the current year free cash flow outlook, near-term cash deployment priorities have changed. 
Free cash flow generated in the second half will first be used to pay the dividend, with any 
remaining cash used to reduce short-term borrowings. 

Source: FMC Corporation Q2 2023 Earnings Call Transcript 

Considering the Company’s falling revenue and poor cash flow, FMC is now relying on borrowings to finance 
continued payments to shareholders.  This is simply unsustainable.  Ultimately, we think that rising short-term 
borrowing costs, deteriorating revenues, profits and cash flows will push its leverage ratio to dangerous heights 
well higher than permitted under its credit agreement.  

https://www.moodys.com/research/Moodys-says-FMCs-profit-warning-is-credit-negative-covenant-amendment-Announcement--PR_478624
https://s21.q4cdn.com/968238644/files/doc_financials/2023/q2/As-Prepared-for-Posting_2Q23-Earnings-Call-Transcript.pdf
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FMC’s debts are already worrying, but with declining revenues, profits and cash flows, added to the likely event that 
FMC has to refinance cheap commercial paper with expensive debt, and the financial picture appears bleak.  At a 
minimum we would predict that an investment grade downgrade is likely.   

Ultimately, without patent protection for its leading products in its key markets (which account for 60%+ of EBITDA) 
and battling capable low priced generics already undercutting FMC in key markets, we think FMC’s revenues, margins 
and cash flows are set to collapse.  
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DISCLAIMER 

We are short sellers. We are biased. So are long investors. So is FMC. So are the banks that raised money for the Company. If you are 
invested (either long or short) in FMC, so are you. Just because we are biased does not mean that we are wrong. We, like everyone else, 
are entitled to our opinions and to the right to express such opinions in a public forum. We believe that the publication of our opinions 
about the public companies we research is in the public interest.  
 
You are reading a short-biased opinion piece. Obviously, we will make money if the price of FMC stock declines. This report and all 
statements contained herein are solely the opinion of BOC Texas, LLC, a Texas limited liability company, and are not statements of fact. 
Our opinions are held in good faith, and we have based them upon publicly available evidence, which we set out in our research report to 
support our opinions. We conducted research and analysis based on public information in a manner that any person could have done if 
they had been interested in doing so. You can publicly access any piece of evidence cited in this report or that we relied on to write this 
report. Think critically about our report and do your own homework before making any investment decisions. We are prepared to support 
everything we say, if necessary, in a court of law.  
 
As of the publication date of this report, BOC Texas, LLC (a Texas limited liability company) (along with or through our members, partners, 
affiliates) have a direct or indirect short position in the stock (and/or possibly other options or instruments) of the company covered herein, 
and therefore stands to realize significant gains if the price of such instrument declines. Use BOC Texas, LLC’s research at your own risk. 
You should do your own research and due diligence before making any investment decision with respect to the securities covered herein. 
The opinions expressed in this report are not investment advice nor should they be construed as investment advice or any recommendation 
of any kind.  
 
This report and its contents are not intended to be and do not constitute or contain any financial product advice as defined in the Australian 
Corporations Act 2001 (Cth). Because this document has been prepared without consideration of any specific clients investment objectives, 
financial situation or needs, no information in this report should be construed as recommending or suggesting an investment strategy. 
Investors should seek their own financial, legal and tax advice in respect of any decision regarding any securities discussed herein.  At 
this time, because of ambiguity in Australian law, this report is not available to Australian residents.  Australian residents are encouraged 
to contact their lawmakers to clarify the ambiguity under Australian financial licensing requirements.   
 
Following publication of this report, we intend to continue transacting in the securities covered therein, and we may be long, short, or 
neutral at any time hereafter regardless of our initial opinion. This is not an offer to sell or a solicitation of an offer to buy any security, 
nor shall any security be offered or sold to any person, in any jurisdiction in which such offer would be unlawful under the securities laws 
of such jurisdiction. To the best of our ability and belief, all information contained herein is accurate and reliable, and has been obtained 
from public sources we believe to be accurate and reliable, and who are not insiders or connected persons of the stock covered herein or 
who may otherwise owe any fiduciary duty or duty of confidentiality to the issuer. As is evident by the contents of our research and analysis, 
we expend considerable time and attention in an effort to ensure that our research analysis and written materials are complete and accurate. 
We strive for accuracy and completeness to support our opinions, and we have a good-faith belief in everything we write, however, all 
such information is presented “as is,” without warranty of any kind– whether express or implied.  
 
If you are in the United Kingdom, you confirm that you are subscribing and/or accessing BOC Texas, LLC research and materials on 
behalf of: (A) a high net worth entity (e.g., a company with net assets of GBP 5 million or a high value trust) falling within Article 49 of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “FPO”); or (B) an investment professional (e.g., a 
financial institution, government or local authority, or international organization) falling within Article 19 of the FPO.  
 
This report should only be considered in its entirety.  Each section should be read in the context of the entire report, and no section, 
paragraph, sentence or phrase is intended to stand alone or to be interpreted in isolation without reference to the rest of the report.  The 
section headings contained in this report are for reference purposes only and may only be considered in conjunction with the detailed 
statements of opinion in their respective sections.  

 
BOC Texas, LLC makes no representation, express or implied, as to the accuracy, timeliness, or completeness of any such information or 
with regard to the results to be obtained from its use. All expressions of opinion are subject to change without notice, and BOC Texas, 
LLC does not undertake a duty to update or supplement this report or any of the information contained herein. By downloading and 
opening this report you knowingly and independently agree: (i) that any dispute arising from your use of this report or viewing the material 
herein shall be governed by the laws of the State of Texas, without regard to any conflict of law provisions; (ii) to submit to the personal 
and exclusive jurisdiction of the superior courts located within the State of Texas and waive your right to any other jurisdiction or 
applicable law, given that BOC Texas, LLC is a Texas limited liability company that operates in Texas; and (iii) that regardless of any 
statute or law to the contrary, any claim or cause of action arising out of or related to use of this website or the material herein must be 
filed within one (1) year after such claim or cause of action arose or be forever barred. The failure of BOC Texas, LLC to exercise or 
enforce any right or provision of this disclaimer shall not constitute a waiver of this right or provision. If any provision of this disclaimer 
is found by a court of competent jurisdiction to be invalid, the parties nevertheless agree that the court should endeavor to give effect to 
the parties' intentions as reflected in the provision and rule that the other provisions of this disclaimer remain in full force and effect, in 
particular as to this governing law and jurisdiction provision. 
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