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Artificial intelligence
(AI) tools and the data
centers that run them
use a lot of electricity.
Recent growth in AI and
data centers has pushed
up electricity demand in
many regions, according
to agencies such as the
International Energy
Agency and the U.S.
Energy Information
Administration. Today,
global data centers are estimated
to use roughly 1.5% of world
electricity and have grown at 12%
per year over the last five years.
When electricity demand rises
quickly, power prices can become
higher and more volatile.

In many markets, the marginal
unit of electricity comes from
natural gas power plants. As loads
increase, gas-fired plants tend to
run harder and more often, which
can raise natural gas use and price
volatility. Because natural gas is
a key input into ammonia—the
building block for most nitrogen
fertilizer—these energy market
swings can later show up in
ammonia and urea prices. This
fact sheet looks at how monthly

changes in natural gas prices
relate to nitrogen fertilizer prices
and offers practical budgeting tips
for producers.

At a Glance

*  Why it matters: Al data
centers use a lot of electricity,
and electricity demand is
growing quickly. In many
regions, that electricity comes
from natural-gas power plants,
which can push natural gas
prices up or make them more
volatile.

+ Link to fertilizer: Most
nitrogen fertilizer starts with
ammonia, which is made using
natural gas for hydrogen, heat,
and power.
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Rule of thumb: If the natural gas price rises
10% in a month, the nitrogen fertilizer price
index tends to rise about 0.5—0.9% across
that month and the next month combined.
The same-month effect alone is about 0.4—
0.5%.

Planning tip: Use a band, not a single
number. Stage purchases and watch for big
gas moves.

What’s Happening

Al - Electricity: Rapid growth in AI and
data centers is lifting electricity demand.
Data centers are now estimated to use
roughly 1.5% of global electricity and have
grown at double-digit rates in recent years.

Electricity — Gas: Where gas-fired plants set
the marginal power price, higher loads can
raise natural-gas use and price volatility.

Gas — Fertilizer: There is a direct link
between higher natural gas prices and
fertilizer costs. Ammonia (NH)—the
building block for nitrogen fertilizer—is
mostly produced using natural gas for
hydrogen, heat, and power. When gas costs
rise, ammonia costs rise, which can pass
through to fertilizer prices with a short lag.

The Data

A review of monthly natural gas prices
(Henry Hub) and the Producer Price Index for
nitrogenous fertilizer manufacturing from
1997-2025 showed the following:

Direction: The prices of natural gas and
nitrogen fertilizer usually move together.
When gas prices increase, fertilizer prices
tend to go up as well (see Figure 1).

Size: The pass-through is modest at the
month-to-month horizon:

A 10% increase in natural gas prices in a
month is typically associated with about
a 0.4-0.5% increase in nitrogen fertilizer
prices in that same month.

Looking across the same month and the
following month combined, a 10% gas
price increase is typically associated with
about a 0.6—0.9% increase in nitrogen
fertilizer prices.

«  Summary: Gas matters, but many other
factors (ammonia/urea markets, outages/
maintenance, freight, exchange rates, trade
policy) move fertilizer prices too.

Figure 1. Gas vs. Nitrogenous Fertilizer Prices. Left axis: Henry Hub ($/MMBtu). Right axis: PPl—Nitrogenous Fertilizer (index). Public monthly data
aligned to month-end (Federal Reserve Bank of St. Louis, 2025a; Federal Reserve Bank of St. Louis, 2025b).



Table 1. Practical Checklist: Gas Price Signals and Fertilizer Actions

Step What to Watch / Do

Why It Matters

When to Act

1.

Track gas price changes  Check the Henry Hub natural gas price
each month (FRED or news summary).

Setan alert level Note when gas price changes by

+10% or more.
Stage fertilizer Avoid buying all at once. Split pur-
purchases chases over two months.
Review supplier Ask how your price is linked to
contracts ammonia or gas indexes, and what
delivery window applies.
Use price bands Budget using a range (e.g., £2-3%)
instead of a single number.
Check freight and Ask about transportation or regional
local factors surcharges.
Reassess after shocks

gy crisis) occur, revisit your assumptions.

What Producers Can Do

Split purchases: Avoid all-at-once buys.
Stage fertilizer purchases over the next 1-2
months—especially after a +10% gas move.

Set a simple alert: Track monthly Henry
Hub changes; revisit budgets when moves
exceed +£10%.

Check indexation: Ask your supplier which
index (gas or ammonia) your price references
and which delivery window applies.

Use bands, not points: Plan purchases with
a price range and update with current
ammonia/urea market color, logistics, and
foreign exchange (FX)—that is, exchange
rates that can affect imported fertilizer
costs.
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