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LSB EXECUTING AS EXPECTED WITH NEW NITRIC ACID CONTRACT 
 
This report should be read in conjunction with GVRC’s comprehensive report, dated 8/13/2020 and LSB Industries, Inc.’s regulatory filings with the U.S. Securities and 
Exchange Commission. 
 

On October 8, 2020, LSB Industries, Inc. (“LSB”) announced a new nitric acid supply contract with a customer for a term 
of seven years. Under the contract, LSB will supply between 70,000 and 100,000 tons of nitric acid per year, with sales 
beginning during FQ1 2021. 
 
LSB has long alluded to commercial opportunities to increase sales of industrial products, one of which is nitric acid. 
Nitric acid sales in FY 2017, FY 2018, and FY 2019 totaled 100,628 tons, 110,975 tons, and 99,544 tons, respectively. 
YTD 2020 nitric acid sales are 44,871, reflecting a modest slowdown in end-market demand due to the COVID-19 pan-
demic. Global Value Research Company (“GVRC”) believes that LSB’s nitric acid production capacity utilization will ap-
proach 100% as the new supply contract is fully implemented throughout FY 2021. 
 
Yesterday’s announcement follows several other recent commercial developments, including: 

• two contracts for the sale of LDAN, representing a production increase of 40,000 to 50,000 tons annually. Sales 
under these contracts began in FQ2 2020.  

• a 20-year agreement to sell approximately 100,000 tons per year of carbon dioxide from the El Dorado facility 
to a customer building a guest plant on that property. Sales under the agreement will begin in Q4 2021. 

• the completion of an HDAN storage dome, which will facilitate the sale of HDAN during periods of seasonally 
strong pricing. Accordingly, GVRC expects FY 2021 HDAN sales to increase modestly with margins widening.  

 
In FQ2 2019, LSB undertook a $35 million tack-on offering to its Senior Secured Notes due 2023 to pursue a collection 
of “margin enhancement” projects. On LSB’s July 30, 2020 earnings call, CEO Mark Behrman stated that these projects, 
combined with certain cost-savings initiatives, would yield between $10 million and $15 million in incremental EBITDA. 
The projects listed above likely account for at least half of this range.  
 
LSB’s management has clearly communicated commercial opportunities, and GVRC views yesterday’s announcement 
as executional follow-through. GVRC therefore reiterates its August 13, 2020 price target of $11.15, which accounted 
for these commercial opportunities. However, as additional progress is made towards EBITDA growth, risk diminishes. 
Specifically, because industrial and mining contracts are generally structured as cost-plus arrangements, pricing risk 
stemming from fluctuations in input costs or reference benchmarks are dampened. Additionally, while executional risk 
remains omnipresent, securing long-term contracts tempers this risk. 
 
GVRC’s August 13, 2020 price target of $11.15 is premised on normalized EBITDA of $121.9 million and an EV/EBITDA 
multiple of 9.0x. GVRC expects these assumptions to be validated throughout 2021 and believes LSB continues to pre-
sent a compelling case for investment.  
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About Global Value Research Company 

Global Value Research Company is the investment research division of Global Value Investment Corp, a research and 
advisory firm serving individual and institutional clients. Founded in 2007 in Milwaukee, Wisconsin, the firm currently 
operates additional offices in Boston, Massachusetts; Charleston, South Carolina; and Hyderabad, India. Global Value 
Research Company espouses the value investing principles pioneered by Ben Graham and David Dodd, providing com-
prehensive fundamental analysis of publicly traded companies around the world. Our research process focuses on dili-
gently examining company financial statements, understanding competitive positioning, assessing industry and macro-
economic trends, and speaking with company senior management on an ongoing basis. Further information about 
Global Value Research Company’s services can be obtained by contacting the firm directly. 
 
Global Value Investment Corp, through its subsidiaries, beneficially owns less than 5% of the common stock outstand-
ing of LSB Industries, Inc.  
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