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DuPont (DD.N),USD48.97 Buy

Monsanto (MON.N),USD103.79 Buy

Companies Featured 

DuPont (DD.N),USD48.97 Buy
 2012A 2013E 2014E
EPS (USD) 3.53 3.90 4.45
P/E (x) 13.9 12.6 11.0
EV/EBITDA (x) 8.2 6.9 7.8

Monsanto (MON.N),USD103.79 Buy
 2012A 2013E 2014E
EPS (USD) 3.70 4.40 5.00
P/E (x) 20.7 23.6 20.7
EV/EBITDA (x) 10.4 12.6 11.2

 

We believe DuPont’s agreement to license next generation soybean 
technologies from Monsanto coupled with DuPont and Monsanto agreeing to 
dismiss their soybean patent lawsuits and Monsanto agreeing to dismiss its 
claim on a $1B jury damage award from DuPont is a win-win for both 
companies. For Monsanto, it is a clear validation of its RR2Y and Xtend 
platforms under favorable economic terms with an estimated $10-plus/bag of 
royalties versus ~ $1/bag of royalties for its first-generation RR soybeans. For 
DuPont, it enables a strong and competitive soybean product suite well into 
the future while removing the uncertainty stemming from the $1B jury award. 
DuPont to license next-generation soybean traits from Monsanto in ‘14-’23 
DuPont and Monsanto have announced a series of licensing agreements, 
whereby DuPont will be able to offer Monsanto’s Genuity Roundup Ready 2 
Yield (RR2Y) soybeans as early as ‘14 and Roundup Ready to Xtend glyphosate 
and dicamba tolerant soybeans as early as ‘15. 
DuPont reaffirms Agriculture segment financial targets 
In conjunction with the announcement of its licensing agreement with 
Monsanto, DuPont reaffirmed its sales and margin targets for its Agriculture 
business segment: ‘15 sales target of $13.3-$14.6B (vs $10.4B in ‘12) and a 
‘13-’15 PTOI margin target of 19%-21% (vs. 19.8% in ‘12).  
Key Highlights 
Under the licensing agreement, DuPont will make a series of upfront and 
variable based royalty payments for the rights to offer RR2Y soybeans and 
RR2Xtend in its products. DuPont will make four annual fixed royalty payments 
from ‘14-’17 totaling $802MM for trait technology, associated data, and 
soybean lines to support commercial introduction. In ‘18, DuPont will begin 
paying royalties on a per unit basis for RR2Y and RR2Xtend for the life of the 
agreement for continued technology access, subject to minimum payments 
thru ‘23 totaling $950MM. We believe this agreement mitigates uncertainty for 
DuPont around the patent expiry of RR1 in ‘14 and will allow DuPont to offer a 
strong product suite to its customer base well into the future. The added 
flexibility to combine RR2Y traits with other traits/genetics is critical for DuPont 
to compete and maintain its position as the #2 player in global seeds and traits. 
Additionally, Monsanto has dismissed its RR1 soybean patent lawsuit against 
DuPont, including the August ‘12 jury damage award of $1B, and DuPont has 
dismissed its antitrust case against Monsanto. For Monsanto, the agreement is 
a clear positive as it validates the RR2Y and RR2Xtend platforms. Additionally, 
the agreement appears $0.35-$0.40 accretive for Monsanto upon full adoption 
of the next-gen traits by DuPont (in 4 yrs) based on royalties of $10-plus/bag 
on RR2Y/RR2Xtend (vs ~$1/acre on RR1) on 28MM acres (35% DuPont market 
share on 80MM US soybean acres). We note that payments in ‘14 will offset 
the $0.20-$0.25 lost as RR1 comes off patent in Brazil in ‘13.  
Monsanto: Price target $112. Risks: grain prices, regulatory delays  
Our $112 PT reflects Monsanto trading at 22.4x ‘14E EPS, roughly in-line with 
its current year multiple. Risks: regulatory delays, lower grain prices. 
DuPont: Price target $55. Risks: lower corn seed pricing, TiO2 s/d, PV s/d 
Our $55 target price is based on DuPont trading at 12.4x ‘14E EPS, in-line with 
differentiated peers. Risks include lower seed pricing, weaker housing. 
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Monsanto Valuation 

Our $112 price target is based on Monsanto trading at 22.4x 2014 EPS in 12 months, 
roughly in-line with its current multiple of 23.6x (‘13E EPS). We believe this valuation is 
warranted by the Monsanto’s defensive earnings growth characteristics as well as our 
forecast of 11.3% in 2013E and 11.3% in 2013E, and the close correlation we have 
found (R2>75%) between chemical sector valuations and ROIC.. 

Monsanto Risks 

Key downside risks include regulatory delays on approvals for new biotech seed 
products, lower farm incomes which could result in farmers spending less on premium 
seeds and traits, and increased regulatory barriers to genetically modified crops. 

DuPont Valuation 

Our $55 target price is based DuPont trading at 12.4x 2014E EPS in 12 months, in line 
with DuPont’s current year multiple and differentiated chemical peers currently trading 
at 12.6x 2013 (current year) EPS. 

DuPont Risks 

Key risks for DuPont include losses in US corn seed market share by Pioneer, a stronger 
USD, lower TiO2 prices, higher raw material costs, slowing in the R&D pipeline, and 
reduced government subsidies for solar. 
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Appendix 1 
 

Important Disclosures 
 
Additional information available upon request 
 

Disclosure checklist 

Company Ticker Recent price* Disclosure 

DuPont DD.N 48.97 (USD) 26 Mar 13 1,7,8,14,15 

Monsanto MON.N 103.79 (USD) 26 Mar 13 8 
*Prices are sourced from local exchanges via Reuters, Bloomberg and other vendors.  Data is sourced from Deutsche Bank and subject companies 

 
Important Disclosures Required by U.S. Regulators 

Disclosures marked with an asterisk may also be required by at least one jurisdiction in addition to the United States. 
See Important Disclosures Required by Non-US Regulators and Explanatory Notes. 

1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering 
for this company, for which it received fees. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

8. Deutsche Bank and/or its affiliate(s) expects to receive, or intends to seek, compensation for investment banking 
services from this company in the next three months. 

14. Deutsche Bank and/or its affiliate(s) has received non-investment banking related compensation from this company 
within the past year. 

15. This company has been a client of Deutsche Bank Securities Inc. within the past year, during which time it received 
non-investment banking securities-related services. 

 
Important Disclosures Required by Non-U.S. Regulators 

Please also refer to disclosures in the Important Disclosures Required by US Regulators and the Explanatory Notes. 

1. Within the past year, Deutsche Bank and/or its affiliate(s) has managed or co-managed a public or private offering 
for this company, for which it received fees. 

7. Deutsche Bank and/or its affiliate(s) has received compensation from this company for the provision of investment 
banking or financial advisory services within the past year. 

   
For disclosures pertaining to recommendations or estimates made on securities other than the primary subject of this 
research, please see the most recently published company report or visit our global disclosure look-up page on our 
website at http://gm.db.com/ger/disclosure/DisclosureDirectory.eqsr 
 
Analyst Certification 

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst about the 
subject issuers and the securities of those issuers. In addition, the undersigned lead analyst has not and will not receive 
any compensation for providing a specific recommendation or view in this report. David Begleiter 
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Historical recommendations and target price: DuPont (DD.N) 
(as of 3/26/2013) 
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Previous Recommendations

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated 
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated 
Suspended Rating 

*New Recommendation Structure 
as of September 9,2002 

 

1.     04/19/2010:         Buy, Target Price Change USD44.00 8.     01/25/2012:         Buy, Target Price Change USD57.00 

2.     04/28/2010:         Buy, Target Price Change USD45.00 9.     04/20/2012:         Buy, Target Price Change USD58.00 

3.     10/27/2010:         Buy, Target Price Change USD52.00 10.   05/08/2012:         Buy, Target Price Change USD60.00 

4.     12/13/2010:         Buy, Target Price Change USD55.00 11.   07/25/2012:         Buy, Target Price Change USD57.00 

5.     06/06/2011:         Buy, Target Price Change USD58.00 12.   10/24/2012:         Buy, Target Price Change USD54.00 

6.     07/29/2011:         Buy, Target Price Change USD60.00 13.   01/23/2013:         Buy, Target Price Change USD55.00 

7.     09/16/2011:         Buy, Target Price Change USD55.00  
  
 
Historical recommendations and target price: Monsanto (MON.N) 
(as of 3/26/2013) 
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Previous Recommendations

Strong Buy 
Buy 
Market Perform 
Underperform 
Not Rated 
Suspended Rating 

Current Recommendations 

Buy 
Hold 
Sell 
Not Rated 
Suspended Rating 

*New Recommendation Structure 
as of September 9,2002 
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1.     04/07/2010:         Buy, Target Price Change USD82.00 8.     06/30/2011:         Buy, Target Price Change USD80.00 

2.     05/28/2010:         Buy, Target Price Change USD60.00 9.     01/06/2012:         Buy, Target Price Change USD85.00 

3.     08/16/2010:         Buy, Target Price Change USD70.00 10.   04/05/2012:         Buy, Target Price Change USD90.00 

4.     09/29/2010:         Buy, Target Price Change USD65.00 11.   06/28/2012:         Buy, Target Price Change USD92.00 

5.     11/12/2010:         Downgrade to Hold, USD65.00 12.   08/16/2012:         Buy, Target Price Change USD100.00 

6.     01/07/2011:         Hold, Target Price Change USD75.00 13.   01/09/2013:         Buy, Target Price Change USD112.00 

7.     04/11/2011:         Upgrade to Buy, Target Price Change USD78.00  
  
   
Equity rating key Equity rating dispersion and banking relationships 

Buy: Based on a current 12- month view of total 
share-holder return (TSR = percentage change in 
share price from current price to projected target price 
plus pro-jected dividend yield ) , we recommend that 
investors buy the stock. 
Sell: Based on a current 12-month view of total share-
holder return, we recommend that investors sell the 
stock 
Hold: We take a neutral view on the stock 12-months 
out and, based on this time horizon, do not 
recommend either a Buy or Sell. 
Notes: 

1. Newly issued research recommendations and 
target prices always supersede previously published 
research. 
2. Ratings definitions prior to 27 January, 2007 were: 

Buy: Expected total return (including dividends) 
of 10% or more over a 12-month period 
Hold: Expected total return (including 
dividends) between -10% and 10% over a 12-
month period 
Sell: Expected total return (including dividends) 
of -10% or worse over a 12-month period 
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Regulatory Disclosures 

1. Important Additional Conflict Disclosures 

Aside from within this report, important conflict disclosures can also be found at https://gm.db.com/equities under the 
“Disclosures Lookup” and “Legal” tabs. Investors are strongly encouraged to review this information before investing. 

2. Short-Term Trade Ideas 

Deutsche Bank equity research analysts sometimes have shorter-term trade ideas (known as SOLAR ideas) that are 
consistent or inconsistent with Deutsche Bank’s existing longer term ratings. These trade ideas can be found at the 
SOLAR link at http://gm.db.com. 

3. Country-Specific Disclosures 

Australia and New Zealand: This research, and any access to it, is intended only for “wholesale clients” within the 
meaning of the Australian Corporations Act and New Zealand Financial Advisors Act respectively. 
Brazil: The views expressed above accurately reflect personal views of the authors about the subject company(ies) and 
its(their) securities, including in relation to Deutsche Bank. The compensation of the equity research analyst(s) is 
indirectly affected by revenues deriving from the business and financial transactions of Deutsche Bank. In cases where 
at least one Brazil based analyst (identified by a phone number starting with +55 country code) has taken part in the 
preparation of this research report, the Brazil based analyst whose name appears first assumes primary responsibility for 
its content from a Brazilian regulatory perspective and for its compliance with CVM Instruction # 483. 
EU countries: Disclosures relating to our obligations under MiFiD can be found at 
http://www.globalmarkets.db.com/riskdisclosures. 
Japan: Disclosures under the Financial Instruments and Exchange Law: Company name - Deutsche Securities Inc. 
Registration number - Registered as a financial instruments dealer by the Head of the Kanto Local Finance Bureau 
(Kinsho) No. 117. Member of associations: JSDA, Type II Financial Instruments Firms Association, The Financial Futures 
Association of Japan, Japan Investment Advisers Association. Commissions and risks involved in stock transactions - for 
stock transactions, we charge stock commissions and consumption tax by multiplying the transaction amount by the 
commission rate agreed with each customer. Stock transactions can lead to losses as a result of share price fluctuations 
and other factors. Transactions in foreign stocks can lead to additional losses stemming from foreign exchange 
fluctuations. “Moody’s”, “Standard & Poor’s”, and “Fitch” mentioned in this report are not registered credit rating 
agencies in Japan unless “Japan” or “Nippon” is specifically designated in the name of the entity. 
Russia: This information, interpretation and opinions submitted herein are not in the context of, and do not constitute, 
any appraisal or evaluation activity requiring a license in the Russian Federation. 
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