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FMC: A Turnaround with a 1Yr EBIT Growth of 396%  

12/13/16 

Thesis: 

FMC Corporation (NYSE:FMC), a diversified chemical company.  Sector is Basic Materials and Industry is 
Chemicals - Major Diversified.  Its largest segment, Agricultural Solutions (pesticides) that accounts for some 68%
of revenue has been decreasing for some time, going back to 2015 due to a lackluster market.  Also, faces short-
term currency headwinds.  As a result, management has been making a number of strategic moves to improve 
the company’s value for the shareholders.  And its Lithium segment will be adding value with the demand for 
those products to increase over 2017 and into 2018.  To date a number of these moving parts are still in play and 
as such, FMC is still out of favor and thus undervalued by the overall market.  This creates an opportunity for the 
long-term value investor.  

FMC Corporation, a diversified chemical company, provides solutions, applications, and products for the 
agricultural, consumer, and industrial markets worldwide. The company operates through three segments: FMC 
Agricultural Solutions, FMC Health and Nutrition, and FMC Lithium. The FMC Agricultural Solutions segment 
develops, manufactures, and sells crop protection chemicals comprising insecticides, herbicides, and fungicides 
that are used in agriculture to enhance crop yield and by controlling a broad spectrum of insects, weeds, and 
diseases, as well as in non-agricultural markets for pest control. The FMC Health and Nutrition segment offers 
microcrystalline cellulose for use in drug dry tablet binder and disintegrant, and food ingredients; carrageenan for 
use in food ingredient for thickening and stabilizing, pharmaceutical, and nutraceutical encapsulates; alginates for 
food ingredient, pharmaceutical excipient, healthcare, and industrial uses; natural colorants for use in food, 
pharmaceutical, and cosmetics; and omega-3 EPA/DHA for nutraceutical and pharmaceutical uses. The FMC 
Lithium segment offers lithium for use in batteries, polymers, pharmaceuticals, greases and lubricants, glass and 
ceramics, and other industrial uses. FMC Corporation was founded in 1884 and is headquartered in Philadelphia, 
Pennsylvania and has 6,000 employees. 
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Description: 

52Wk Range: $32.24 – $60.00; Common Shares Outstanding: 133.84M; Dividend & Yield: $0.66 (1.12%); 
Institutional Owners: 97.40%; Insiders Owners: 0.56%; EPS (ttm): $-0.09; Short of Float: 3.97%.  The price range 
of FMC is shown since January 2012 to December 2016.  

Source: Yahoo Finance 

Opportunities: 

FMC has been experiencing lower and lower operating margins which have lowered its earnings that made many 
shareholders sell their shares that sent share prices down.  Also, many of the Wall Street analysts have 
downgraded the stock.  FMC had mostly commodity products that had low margins.  However, FMC management
has been on a new direction to turn the company around and some positive signs have already been seen.  
Management has been moving away from commodity products with low margins towards higher margin product 
and specialty chemicals.  But, it is still in the mix of the turnaround which means there is still the opportunity to 
invest in time for the upside.  FMC shares five year low of $31.91 and was priced at $35.04 January 18, 2016, and
it five year high was $83.94, which would have been off its 5year high of some 62.00%.  So, you can see relatively
speaking it has shown proof of a turnaround and is still below its high water mark. 
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Strengths: 

FMC’s Agricultural Solutions segment operating margin was 18.2% in the 2Q16 compared to 17.2% in 2Q15.  Part
of this improvement is due to the elimination of low margin products and cost reductions associated with the FMC 
purchasing Cheminova back in April 2015 which has been integrated into the company’s financials.  North 
American saw a 5% increase in revenue resulting from reduced inventory.  FMC continues to work towards cutting
costs and has a target range of $60M to $70M in 2016.  Also FMC expects to continue of improving its operating 
margins in the range of 17% to 18% in 2016.  In May of 2016, FMC announced it will triple its lithium hydroxide 
production by 20,000 metric tons per year over the next few years.  This is in direct correlation to the increase 
demand for lithium batteries in electric cars scheduled to be made over the next few years.  Specially, Tesla is 
planning the new Model S and wants a supply of lithium to fill enough batteries to power 500,000 cars per year by 
2020.  The average lithium battery for a cell phone contains less than one ounce.  But a lithium battery for an 
electric car takes about 169Lbs.  Additionally, FMC announced in October a new long term supply agreement with
Quebec, Canada-based Nemaska Lithium, Inc.  Thus, FMC has increased its earnings targets for the Lithium 
segment for 2016.  It has sold off its low margin alkali chemical business and has lowered its leverage on its 
balance sheet, which in turn has lowered its interest coverage or interest expenses.  Cash flow has increased YoY
compared to earnings.  Leverage has been lowered YoY. Gross Margin has increased YoY. 

Management tried to reach a goal of $6.00 EPS by 2015 and to date has failed to make that mark.  However, they
have made progress and are moving in the right direction.  Back in 2014, FMC was going to reach their EPS goal 
by splitting the company into two.  This pushed the price up to about $83/share.  Since, management has 
changed its direction.  Instead, management decided to sell the soda ash division, keep lithium and acquire a 
peer (Cheminova).  The first strategy increased the share price and the changed or second strategy has 
pressured the share price down.  Today, with a better mix of businesses we see the situation being reversed. FMC
is a high quality business with decent management and appears cheap at about 9.5X future earnings. 

Within the Agricultural Solutions segment, FMC competes and partners with Monsanto, Syngenta, Dow Chemical,
Bayer, DuPont, and BASF.  The agricultural crop protection industry has been consolidating with many recent 
acquisitions.  So there also is a possibility that FMC could be bought.  Within this industry, size matters.  The 
bigger you are the fuller product offering you have, more dollars for R&D, and more cash to address the 
regulatory requirements. 

FMC was projecting a 10%/year growth in the overall Agricultural market.  But has adjusted it down to flat in 2016 
and then to 5% growth per annum from there with FMC taking share. 
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FMC’s recent grants were close to $73, so they are incentivized to raise the stock price beyond that point before 
attempting to sell the company.  So, it appears management is aligned with shareholders for a share price 
increase and or an eventual sale of the company. 

Weaknesses: 

Europe operations saw a decrease of some 19% YoY in revenue due to bad weather, as well as, bad weather in 
Asia along with a stronger dollar both impacted the revenue by some 22%.  FMC asset growth has been growing 
faster than its revenue.  Typically, it a company’s assets grow faster means that the company is getting less 
efficient.  However, this can be accounted for in part by the fact that FMC has acquired another company’s assets 
and has yet to see the fruits of the additional revenue.  The company’s dividend yield to close to a one year low.  
Its price is close to a two year high.  And its P/S is close to a two year high. The Lithium segment is the smallest 
augment and has some operational issues in Argentina.  

Threats: 

The overall agricultural market has slowed much more than was expected over the past few years which have 
damped revenues.  Also, strong dollars over seas coupled with some bad weather in some markets have also 
taken their toll on revenue.  
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Valuation: 

Let’s look at the Chemicals industry as a whole, FMC and three others.    

Industry 
Statistics 
(median) 

FMC DD DOW BASFY 

Mkt Price $ 58.50 74.89 58.20 91.37
Mkt Cap $M 7,818 65,314 65,898 84,852
EV $M 9,700 71,578 85,472 97,638
Rev $M 3,316 25,234 46,600 60,196
P/E (ttm) (NRI) 18.47 307.42 32.38 9.33 21.56
Forward P/E 16.53 18.32 19.92 13.85 16.56
P/S 1.20 2.36 2.63 1.47 1.41
P/B (ttm) 1.80 3.75 6.87 2.65 2.74
P/FCF 14.90 36.33 34.86 39.18 32.43
P/OCF 9.06 23.09 22.12 11.90 11.73
P/Projected FCF n/a n/a n/a n/a
P/Owner Erng (ttm) 16.98 n/a 81.67 8.00 38.14
EV/EBIT 14.72 33.27 24.95 8.81 18.22
EV/EBITDA 11.19 23.31 17.21 6.88 9.53
EV/Rev 2.93 2.82 1.81 1.64
Yield% 1.12 2.02 3.14 3.64
Payout 3.47 0.66 0.29 0.73
ROA% 3.98 -0.17 4.80 10.69 5.12
ROE% 7.83 -0.57 19.30 28.21 12.51
ROIC% 3.1 13.4 15.2 11.70
Operating Margin % 6.79 8.8 11.46 11.85 9.50
Net Profit 
Margin(ttm)%

4.56 -0.3 7.91 16.91 6.55

Pre Tax Margin% 6.3 9.9 18.80 8.0
Cash/Debt% 0.60 0.07 0.49 0.33 0.22
Current Ratio 1.79 2.14 2.0 1.96 1.67
Equity/Asset% 0.55 0.34 0.23 0.36 0.40
Debt to Equity% 0.95 1.17 0.73 0.54
10Yr Rev Growth% 5.80 0.40 -1.80 6.10
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10Yr Erng Growth% 0 0 3.20 1.50
10Yr BV Growth% 8.50 3.90 0.20 7.30
5Yr Rev Growth% 3.00 -2.80 -3.20 1.50
5Yr Erng Growth% 0 -5.00 29.50 -3.50
5Yr BV Growth% 11.10 7.50 4.40 6.90
5Yr EBITDA Growth
%

-26.4 -1.70 10.70 -2.40

1Yr Rev Growth% 1.50 -2.70 -5.60 -24.00
1Yr Erng Growth% -48.60 -21.10 62.80 -26.70
1Yr EBITDA Growth 
(ttm)%

139.10 -25.00 20.40 -18.30

1Yr EBIT Growth 
(ttm)%

396.10 -23.50 -2.90 -29.60

1Yr Free CF Growth 
(ttm)%

n/a 21.50 -53.50 -44.30

1Yr BV Growth (ttm)
%

-1.60 -11.00 27.20 -1.50

Qty Rev Growth 
(yoy)%

-2.80 0.90 3.70 -19.60

Qty Erng Growth 
(yoy)%

n/a -99.10 -41.50 -26.60

Comparison Highlights: 

1Yr EBITDA Growth is 139.10%, 1Yr EBIT Growth is 396%. Both positive signs and way out front compared to the
others. 1Yr Rev Growth of 1.5% may not sound like a bug number.  But compared to the others is it since they are
all in negative numbers. Another sign of the turnaround is gaining traction.  Operating margin is 8.8% which is 
lower than the others, but is higher than the industry median.  In fact, it is higher than 60% of the other 1083 
companies in the Industry.  The Forward P/E is much better than the current one. Current Ratio is better than the 
others as well as the Industry. Specifically, it is 61% higher than the other companies in the Industry.  FMC’s FCF 
on 9/28/15 was -$454.20M however on 9/28/16 it was $172.33M and its CF from Operations on 9/28/15 was -
$137.90M however on 9/28/16 it was $163.30M.  Both are positive indicators of their progress thus far. 
Furthermore, ROE on a Quarterly base has also improved: from 10.10% in March 2016, to 13.12% in June, to 
15.56% in September 2016.  And FCF Margin has improved: from 7.32% in March, to 13.67% in June, to 14.34% 
in September 2016. Granted there are a number of poor indicators noted above.  This is not unusual for a
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turnaround situation.  And this is way the share prices are undervalued since the bottom line numbers are there 
yet. 

Fair Value Estimates: 

 Using DCF method and assuming a EPS of $6.00, the Fair Value = $64.21
 We estimate the Fair Value to be in the $60.00 to $65.00 range 
 We estimate the Fair Value highest range of $78.00 to $80.00

Catalyst: 

 Strategic investments
 Progress on reducing costs
 New products 
 Synergies form the Cheminova acquisition
 Increase demand related to its Lithium segment 

Recommendation:  

Acquire @ $58.50 or <, Bull and Long.  

Disclosure/Position:  

Port Wren Capital, LLC does have a position in the common stock at this time.   
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Key:

Curr Ratio: Current Ratio, CapEx: Capital Expenditures, DCF: Discounted Cash Flow, Debt/Eq: Debt over Equity, EPS: 
Earnings Per Share, EBITDA: Earnings Before Interest, Taxes, Depreciation and Amortization, Erng: Earnings, EV/EBIT: 
Enterprise Value over Earnings Before Interest and Taxes, EV: Enterprise Value, EV/Rev: Enterprise Value over Revenue,
FCF: Free Cash Flow, FTC: Federal Trade Commission, FV: Fair Value, IPO: Initial Public Offering, Mkt Cap: Market 
Capitation, MOS: Margin of Safety, mqr: Most Recent Quarter, P: Price, P/B: Price over Book, P/CFC: Price over Free 
Cash Flow, P/E: Price over Earnings, P/S: Price over Sales, PWC: Port Wren Capital, Qty: Quarter, Rev: Revenue, R&D:
Research and Development, ROA: Return on Assets, ROC: Return on Capital, ROE: Return on Equity, ROIC: Return on 
Invested Capital, TP: Target Price, ttm: Trailing Twelve Months, Yield %: Dividend annual Interest Rate, yoy: Year Over 
Year. 
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All rights reserved. No part of this documentation may be reproduced in any form or by any means or used to make any derivative work (such as 

translation, transformation, or adaptation) without written permission from Port Wren Capital, LLC. 

Port Wren Capital, LLC reserves the right to revise this documentation and to make changes in content from time to time without obligation on the part of

Port Wren Capital, LLC to provide notification of such revision or change. 

Port Wren Capital, LLC provides this documentation without warranty, term, or condition of any kind, implied or expressed, including, but not limited to, 

the implied warranties, terms or conditions of merchantability, satisfactory quality, and fitness for a particular purpose P ort  Wr en  C a p it a l,  LLC  ma y make improvements or changes in 

the product(s) described in this documentation at any time. 

While every effort has been made to ensure accuracy in this document, no responsibility can be accepted for errors or omissions. This publication is not 

intended to form the basis of a contract, and the company reserves the right to amend the design, content, without notice. All other products or service 

names are the property of their respective owners. 

Terms of Use: 

You understand and acknowledge that this is not to be intended as investment advice, it is solely for general information and you are advised to perform 
your own research and due diligence prior to making any type of investment and that investing in stocks involves risks that could result in part or all of 
your capital invested.  

Subscriptions Auto-Renew:  Subscriptions to any Port Wren Capital, LLC Stock Report (PWC Stock Report) Auto-Renews. You may cancel your 
subscription at any point, without penalty. Upon your cancellation, no more reports will be accessible. See No Refund below. 
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Product Pricing is intended for Retail Investors Only: The products and services described on this website are available only to retail investors and the 
information on this Website is only for such persons. Institutional access to Port Wren Capital, LLC products and analyst are currently not allowed. For 
purposes of our website, the term “Institutional” includes but is not limited to sophisticated non-retail investors such as investment companies, banks, 
insurance companies, investment advisers, plan sponsors, endowments, government entities, and people acting solely on behalf of Institutional 
Investors. By making a payment to Port Wren Capital, LLC you acknowledge that you are not an institution or acting on behalf of an institution.

Website Monitoring: The use of the services and products on this website by you may be monitored by Port Wren Capital, LLC. The results of this 
information may be used by Port Wren Capital, LLC for our internal business purposes.  

No Investment Recommendation or Professional Advice: You understand this is not meant to be considered providing individual or customized legal, tax,
or investment services and nothing contained in the materials should be construed as an offer to sell, a solicitation of an offer to buy, or a 
recommendation for any security by us or any third party. You alone are solely responsible for determining whether any investment, security or strategy, 
or any other product or service, is appropriate or suitable for you based on your investment objectives and personal and financial situation. Since each 
individual’s situation is unique, a qualified professional should be consulted before making financial decisions. 

Important securities disclaimer: You understand that no content published in our materials constitutes a recommendation that any particular security, 
portfolio of securities, transaction or investment strategy is suitable for any specific person. Additionally, no materials are advising you personally 
concerning the nature, potential, value or suitability of any particular security, portfolio of securities, transaction, investment strategy or other matter. To 
the extent that any of the content published in our materials may be deemed to be investment advice or recommendations in connection with a particular
security, such information is impersonal and not tailored to the investment needs of any specific person. You understand that an investment in any 
security is subject to a number of risks, and that discussions of any security published in our material will not contain a list or description of relevant risk 
factors. In addition, please note that some of the stocks about which content is published in our materials have a low market capitalization and/or 
insufficient public float. Such stocks are subject to more risk than stocks of larger companies, including greater volatility, lower liquidity and less publicly 
available information. Content in our materials which may or may not be deemed by you to be recommendations may have an effect on their stock 
prices. You understand that our material may contain opinions from time to time with regard to securities mentioned in other materials or products, and 
those opinions in one materials or product may be different from those in another materials or product. You understand and agree that, although we 
require all employees to disclose every stock in which they, their immediate family, or any entity under their control, have a personal interest, if such 
stock is mentioned in our materials, or content which they write, non-employees, may write about securities in which they or their firms have a position, 
and that they may trade for their own account, and that they may or may not be subject to a disclosure policy. In cases where we become aware that one
of its employees has violated his or her disclosure obligation, we will take appropriate action. However, you understand and agree that at the time of any 
transaction that you make, one or more individuals or their affiliates may have a position in the securities written about. You understand that performance
data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that such calculations are not guaranteed 
by these sources, the information providers, or any other person or entity, and may not be complete. From time to time, reference may be made on our 
materials to prior articles and opinions we have published. These references may be selective, may reference only a portion of an article or opinion, and 
are likely not to be current. As markets change continuously, previously published information and data may not be current and should not be relied 
upon. All content in our materials is presented only as of the date published or indicated, and may be superseded by subsequent market events or for 
other reasons.

No Liability for Content and No Liability Resulting from Use: Port Wren Capital, LLC shall have no liability, contingent or otherwise, to you or to third 
parties, or any responsibility whatsoever, for the failure of any connection or communication service to provide or maintain your access to this service, or 
for any interruption or disruption of such access or any erroneous communication between Port Wren Capital, LLC and you, regardless of whether the 
connection or communication service is provided by Port Wren Capital, LLC or a third party service provider. Port Wren Capital, LLC shall have no 
liability, contingent or otherwise, to you or to third parties, for the correctness, quality, accuracy, timeliness, reliability, performance, continued availability, 
completeness or delays, omissions, or interruptions in the delivery of the data and services available on this website or for any other aspect of the 
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performance of this service. In no event will Port Wren Capital, LLC be liable for any special, indirect, incidental, or consequential damages which may 
be incurred or experienced on account of you using the data or services made available on this Website, even if Port Wren Capital, LLC has been 
advised of the possibility of such damages. Port Wren Capital, LLC will have no responsibility to inform you of any difficulties experienced by Port Wren 
Capital, LLC or third parties with respect to the use of the services or to take any action in connection therewith.

No Warranties are Made as to Security: Port Wren Capital, LLC makes no warranty whatsoever to you, express or implied, regarding the security of the 
website, including with respect to the ability of unauthorized persons to intercept or access information transmitted by you through this service.

Content is Not to be Construed as a Solicitation or as a Recommendation: This material has been prepared for informational purposes only without 
regard to any particular user’s investment objectives, financial situation, or means, and Port Wren Capital, LLC is not soliciting any action based upon it. 
This material is not to be construed as a recommendation; or an offer to buy or sell; or the solicitation of an offer to buy or sell any security, financial 
product, or instrument; or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy would 
be illegal. Certain transactions, including those involving futures, give rise to substantial risk and are not suitable for all investors. Although this material 
is based upon information that Port Wren Capital, LLC considers reliable and endeavors to keep current, Port Wren Capital, LLC has not verified this 
information and does not represent that this material is accurate, current, or complete and it should not be relied upon as such.

No Determination of Suitability has been made, Not all Risks are Disclosed, Private Advisors should be Consulted: The fact that Port Wren Capital, LLC 
has made the data and services provided on this website available to you constitutes neither a recommendation that you enter into a particular 
transaction nor a representation that any idea described on this Website is suitable or appropriate for you. Many of the ideas described on this Web site 
involve significant risks, and you should not enter into any transactions unless you have fully understood all such risks and has independently 
determined that such transactions are appropriate for you. Any discussion of the risks contained herein with respect to any product should not be 
considered to be a disclosure of all risks or complete discussion of the risks which are mentioned. You should neither construe any of the material 
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concerning the content of the Sites. The fact that Port Wren Capital, LLC has provided a link to the Site does not constitute an endorsement, 
authorization, sponsorship, or affiliation by Port Wren Capital, LLC with respect to the Site, its owners, or its providers. Port Wren Capital, LLC has not 
tested any information, software, or products found on any of the Sites and therefore does not make any representations with respect thereto, including 
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