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SWITZERLAND

By Christine Kaufmann, University of Zurich

Introduction to the role of commodity trading activities within the
overall legal framework

1.1 Amount/type of commodity trading

Switzerland is a major global commodity trading hub, with around 975 companies’, most
based in Geneva, Zug, and Lugano. Most companies (57,6%) are microenterprises with 1
to 9 employees, followed by small enterprises (12%) with 10-49 employees, 2.5%
medium-sized enterprises with 50-249 employees, and only 0.5% large enterprises with
250 or more employees, including some of the largest global players. 27.1% of the
commodity trading companies have no employees.? However, none of these large
companies meets the threshold of the current Counter proposal of the Swiss Federal
Council® for a law on sustainability-related due diligence, which is based on the recently
revised EU Directive on Corporate Sustainability-related Due Diligence 2024/1760
(CSDDD),* leaving them outside of the scope of sustainability-related due diligence
requirements.®

Despite its importance for global commodity trading, there are no commodity exchanges
or commodity derivatives exchanges in Switzerland. Swiss commodity traders perform all
activities within the scope of this report, i.e., financial commodity trading, physical
commodity trading, cross-border commodity trading, and merchanting/transit trading,
with the latter being a key focus.

Activities of core commodity trading companies, without supporting industries, amounted
to an estimated 19.2 bn CHF for 2024, which accounts for 2.3%° of Swiss GDP and 7% if

! As of 2025, Bundesamt fiir Statistik (BFS), Rohstoffhandlerstruktur, available at
https://www.bfs.admin.ch/bfs/de/home/statistiken/industrie-dienstleistungen/sektorielle-
portraits/rohstoffhaendler.html.

2 As of 2023, https://www.bfs.admin.ch/bfs/de/home/statistiken/industrie-dienstleistungen/sektorielle-

portraits/rohstoffhaendler/unternehmen-beschaeftigte.html.

Art. 4 proposal for a Responsible Business Conduct Act (Bundesgesetz tiber die nachhaltige Unternehmensfihrung

NUFG), available at

4 Directive (EU) 2024/1760 of the European Parliament and of the Council of 13 June 2024 on corporate sustainability

due diligence, amended by Directive (EU) 2026/470 of the European Parliament and of the Council of 24 February

2026 ("Omnibus 1”), OJ L 2026/470.

BSS Volkswirtschaftliche Beratung AG, Regulierungsfolgenabschéatzung zum indirekten Gegenvorschlag zur

Volksinitiative «Fir verantwortungsvolle Unternehmen - zum Schutz von Mensch und Umwelt», 5. Mérz 2026, 43-46.

BFS, Estimate of the value added of commodity trading in the Swiss economy, available at

https://www.bfs.admin.ch/bfs/de/home/statistiken/industrie-dienstleistungen/sektorielle-

portraits/rohstoffhaendler/wertschoepfung.html
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supporting industries are included.” Switzerland is a major trading hub for oil and
petroleum, metals and minerals and a global market leader in soft commodities trading,
including sugar, cotton, oilseeds, coffee and grains.® Banks also play an important role in
commodity trading by providing financing with over-the-counter (OTC) and exchange-
traded derivatives to manage potential risks. The intersection between commodity trade
and the financial sector is also relevant with regard to supervision: The public offering and
trade of commodity derivatives are subject to the Financial Market Infrastructure Act
(FinMIA) and involved actors will be supervised by the Swiss Financial Market Supervisory
Authority (FINMA).?

Switzerland'’s attractiveness for commodity trading stems from a variety of factors, notably
the political stability and predictability, its strategic location and the fact that Switzerland
is neither a major producer nor a major consumer of commodities, which prevents
interference of national interests on the supply chain.

1.2 The relative importance of trade in physical commodities

There seems to be no publicly available, consolidated data on commodity trade that
distinguishes between trade in physical commodities and in commodity derivatives.

However, available data indicate that trade in physical commodities, particularly
merchanting/transit trade, accounts for the majority of commodity trade and the value
added in Switzerland. As of

Estimates on the global contribution of Switzerland’s commodity trading sector vary
widely. They range from an estimated overall contribution of 20%'° to specific estimates
according to which Swiss commodity trading accounts for 65% of global trade in cotton,
60% in wheat, 55% in coffee and 35% in cocoa. Shares are similarly substantial for hard
commodities: Swiss-based commodity traders account for about 60% of global trade in
iron ore, copper and bauxite. Approximately 40% of coal and one-third of global trade in
natural gas and crude oil is also traded in Switzerland. ™

According to the Bank for International Settlements (BIS), the gross market value of
commodity derivatives fell again in 2025, after reaching a peak in the aftermath of the
outbreak of the war in Ukraine. This development is largely due to the general decline in
commodity prices. In contrast, with gold prices rising in 2025, the gross global market

Swiss National Bank (SNB), Swiss balance of payments

BFS, Estimate of the value added of commodity trading in the Swiss economy, available at
https://www.bfs.admin.ch/bfs/de/home/statistiken/industrie-dienstleistungen/sektorielle-
portraits/rohstoffhaendler/wertschoepfung.html

Federal Act on Financial Market Infrastructures and Market Conduct in Securities and Derivatives Trading (Financial
Market Infrastructure Act, FMIA; SR 958.1).

10 Lea Haller, Wie die Schweiz zur Drehscheibe wurde, in: Die Volkswirtschaft 6/2021, 4,

" Based on data from Swissnégoce (STSA), ‘Commodities at the Heart of Change’, March 2023, 4, available at
https://suissenegoce.ch/publication/magazine/.
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value of gold derivatives increased.” Switzerland’s share in global OTC commodity
derivatives (251 bn USD) accounts for less than 5% with 192’345 mio CHF."3

Commodity derivatives
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Source: BIS OTC derivatives statistics.
© Bank for International Settlements

1.3 Role of contract law in commodity trading

Commodity trading takes place through contracts. In practice, these are usually governed
by UK law. As for commodity derivatives, a Master Agreement has been published by the
International Swap and Derivatives Association (ISDA) and is accompanied by the ISDA
Commodity Definitions & User’s Guide. It serves as a template for derivative commodity
contracts. Swiss contract parties usually add a short Cover Agreement “only”.

Introduction to the commodity trading framework

There is no overarching legislation on commodity trading in Switzerland, and accordingly,
no general definition of “commodity” in Swiss law. However, several pieces of legislation
refer to specific aspects of commodities and/or commodity trading and, for this purpose,
provide a definition.

12 OTC derivatives statistics at end-June 2025, available at https://www.bis.ora/publ/otc hy2512.htm

13 SNB, https://data.snb.ch/en/topics/banken/cube/baodfua
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2.1 Definition of “Commodity”

Legislation on transparency in raw material companies, introduced in 2022, introduces
reporting obligations for commodities, but does not cover commodity trading, only the
extraction of some commodities. Accordingly, it does not contain a comprehensive
definition of commodities. Rather, it provides that companies which are involved,
themselves or through a company that they control, in the extraction of minerals, oil or
natural gas or in the harvesting of timber in primary forests, fall within the scope of
the reporting obligations of Art. 964d of the Code of Obligations (CO)."* This provision
mirrors the respective Regulation 2012/34/EU in the European Union.

In the same year, new provisions on due diligence and transparency in relation to minerals
and metals from conflict-affected areas were introduced. For the purpose of these
obligations, the relevant commodities, i.e. minerals and metals from conflict-affected
areas, are defined as minerals containing tin, tantalum, tungsten or gold or metals from
conflict-affected and high-risk areas in Art. 964j para. 1 CO. Again, the provision in Swiss
law mirrors relevant EU legislation on conflict minerals.

Anti-Money Laundering legislation refers to trading in commodities but does not provide
a definition.”™ In its Circular “Activities as a financial intermediary”, the Financial
Supervisory Authority clarifies that commodities are unprocessed raw materials that
originate specifically from mining or agriculture, or that can be classified as energy sector
products, such as crude oil, natural gas, metals, ores, and coffee.®

Moreover, banked precious metals may also be considered commodities in a broader
sense, beyond unprocessed raw materials. They are defined in Article 178 of the Precious
Metals Control Ordinance'” as

e Gold bars and granules with a minimum fineness of 995 parts per thousand;
e Bars and granules of silver with a minimum fineness of 999 parts per thousand;

e Bars and sponges of platinum and palladium with a minimum fineness of 999.5
parts per thousand

Finally, there is no general legal definition of commodity derivatives but the Financial
Market Infrastructure Act (FinMIA)' and its accompanying Ordinance' in Art. 2 para. 2 (a)

14 Swiss Code of Obligations of 30 March 1911, last amended on 1 January 2026 (Obligationenrecht), SR 220.

Art. 5 Ordinance on Combating Money Laundering and Terrorist Financing (Anti-Money Laundering Ordinance,
AMLO), SR 955.01

16 2011/01 FINMA-Rundschreiben ,Tatigkeit als Finanzintermediar nach GwG" (20.10.2010, last updated 26.10.2016),
Ausfiihrungen zur Geldwaschereiverordnung (GwV).

Ordinance on the Control of Trade in Precious Metals and Articles of Precious Metals (Precious Metals Control
Ordinance, PMCO), SR 941.311.

' SR958.1.

Ordinance on Financial Market Infrastructures and Market Conduct in Securities and Derivatives Trading (Financial

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
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of the Financial Market Infrastructure Ordinance (FinMIO) defines them as financial
contracts whose price is derived specifically from assets such as shares, bonds,
commodities and precious metals securities.

As for exchanges where electricity derivatives are traded and for trading on such
exchanges, Art. 47 FinMIA empowers the Federal Council to adopt provisions which
deviate from the law to take into account the specific features of the electricity market.
Accordingly, derivatives transactions relating to electricity and gas, which are traded on
an organised trading facility, must be physically delivered, and cannot be settled in cash
at a party’s discretion, are not considered derivatives (Art. 2 para. 3 (b) FINMIO).

2.2 Licensing requirements specifically for commodity traders

There are no licensing requirements specifically for commodity traders in Switzerland, as
trading in physical commodities alone is not considered a regulated activity.

Licensing requirements only apply if a commodity trader creates commodity derivatives
and offers them to the public on a primary market on a commercial basis. In such
situations, the commodity trader needs authorization as a securities firm according to
Art. 12 para. b and Art. 41 Financial Institutions Act (FinlA).2°

2.3 Supervisory authority specifically for commodity traders

There is no specific supervisory authority for commodity traders in Switzerland.
Commodity traders are only subject to (partial) supervision by FINMA

e if they trade for their own account or for the account of others in precious metals
or commodities and are therefore considered financial intermediaries according
to Art. 2 para. 3 (c) Anti-Money Laundering Act (AMLA);?" or

e ifthey act as counterparties in derivatives trading according to Art. 93 FinMIA.

24 Economic sanctions regimes

The Swiss sanction regime is enshrined in the Embargo Act (EmbA).?2 Under the EmbG,
the Confederation may impose coercive measures to enforce sanctions adopted by the
UN, the OSCE or Switzerland’s main trading partners (in practice the EU) which serve to
ensure compliance with international law, namely respect for human rights.

Market Infrastructure Ordinance, FinMIO), SR 958.11.
20 Federal Act on Financial Institutions (Financial Institutions Act, FinlA), SR 954.1.
2 SR 955.0.
22 Federal Act on the Implementation of International Sanctions (Embargo Act, EmbA)SR 946.231.
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As a member of the UN, Switzerland is obliged under international law to apply the
sanctions adopted by the UN Security Council. By contrast, the Federal Council decides
on a case-by-case basis whether Switzerland will adopt the EU sanctions in full, in part or
not at all. This assessment is made in each instance, taking into account foreign policy,
foreign trade policy and legal criteria. The EmbG does not provide a legal basis for
Switzerland to impose independent sanctions. The authority to enact compulsory
sanctions is with the Federal Council, who can stipulate exceptions for humanitarian
purposes or to safeguard Swiss interests. To implement sanctions, the Federal Council
has adopted numerous ordinances targeting specific countries.

Sanctions can take a variety of forms of trade and financial sanctions. Financial sanctions
may include freezing the assets of sanctioned individuals and companies, excluding
banks from the SWIFT system, imposing investment bans, and prohibiting transactions
with Central Banks in sanctioned countries. Trade restrictions may include import bans on
economically significant goods or export bans on various categories of goods, such as
dual-use goods, goods intended to strengthen the industry of a sanctioned country, or
goods for the energy sector of a sanctioned country. Trade restrictions may also include
bans on certain commodities. Generally, commodity-related sanctions may include
prohibitions on the purchase of sanctioned commodities and on their import, transit,
and transport into and through Switzerland. Such prohibitions can also apply to
commodities from sanctioned countries which have been processed in a third country.
Related services can also be prohibited. A recent example of sanctions related to
commodities is the measures against Russia.?

General sustainability development regulatory framework

3.1 Supply chain regulation

Switzerland has not adopted comprehensive supply chain regulation but introduced
selective due diligence obligations regarding child labour and conflict minerals and non-
financial reporting requirements in 2022. In 2024, additional climate change reporting
obligations for large companies were introduced.

A first set or provisions relates to non-financial reporting. Large Swiss companies as
defined in Art. 964a CO are legally obliged to report on the risks associated with their
business activities in the areas of the environment, social issues, labour issues, human
rights and anti-corruption, as well as on the measures taken to address these risks,
thereby ensuring transparency. These obligations also apply to commodity traders within

2 Durchsetzung und Kontrolle der Sanktionen gegen Russland im Rohstoffsektor, Bericht des Bundesrates vom 20. Juni

2025 in Erflllung des Postulats 23.3959 der Aussenpolitischen Kommission NR vom 19. Juni 2023; Ordinance on
measures relating to the situation in Ukraine, SR 946.231.176.72.
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the scope of the law.

In addition, companies with the scope of art 964a CO are also required to report on
climate-related issues.?

Section seven of the law, articles 964d to 964i CO, specifically addresses transparency in
raw material companies. Other than the title suggests, commodity trade is not within
the scope of these obligations but only the extraction of minerals, oil or natural gas or
the harvesting of timber in primary forests (Art. 964d para. 1 CO).?

A second set of provisions contains specific due diligence obligations. It addresses all
companies whose seat, head office or principal place of business is located in Switzerland
and that are facing risks in the sensitive areas of child labour and so-called conflict
minerals must comply with specific and extensive due diligence obligations under Art.
964j CO. These provisions also apply to commodity traders.

In 2025, the popular initiative For Responsible Large Corporations - Protecting People
and the Environment was submitted.?¢ It aims at introducing comprehensive due diligence
requirements for large corporations. In addition, it would allow for the inclusion of
companies in high-risk sectors below the general thresholds. In a reaction to the initiative,
the Federal Council drafted a counterproposal, which was submitted to public
consultation in April 2026.?” The consultation period will end on 9 July 2026; its results
will then be incorporated into a draft law to be submitted to Parliament. Due to the high
threshold suggested in the Counter Proposal and the absence of specific provisions for
high-risk sectors, commodity traders would not be within its scope.

3.2 Energy regulation

Apart from the reporting requirements related to climate change (section 3.1 above),
Swiss energy regulation relevant for commodity trading includes its carbon trading
framework, which comprises the Swiss emissions trading system established in 2013.
With a view to further reducing its greenhouse gas emissions,?® Switzerland has linked its
emissions trading system with the EU system since 2020. Due to this agreement, Swiss
and European emission allowances are mutually recognized.

The CO, Carbon Border Adjustment Mechanism (CBAM) introduced in the EU does not
apply to Switzerland due to the existing link between the Swiss ETS and the EU ETS.
Consequently, the price adjustment for certain goods entering the EU internal market
from third countries is not expected to apply to Swiss products.

24 Ordinance on Reporting on Climate Issues, SR 221.434.

% Anne Schneuwly, § 28 Transparenz bei Rohstoffunternehmen Art. 964d OR, Rz 67-69, in: Peter Nobel/Christoph Miiller
(Hrsg.), Das Aktienrecht - Kommentar der ersten Stunde, Berner Kommentar, 2023.

2 BBI2025 1853.

27 https://www.bj.admin.ch/bj/de/home/wirtschaft/gesetzgebung/verantwortungsvolle-unternehmen.html

28 See also Art. 15 ss. of the Federal Act on the Reduction of CO, Emissions (CO, Act), SR 641.71.
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Finally, specific regulations on electricity derivatives apply, see section 2.1. above.

3.3 Reducing poverty and inequality

Following a change to the Constitution, which was subject to a popular vote, Switzerland
has implemented the global minimum tax rules set out by the Organisation for Economic
Co-operation and Development (OECD) and the Group of 20 (G20). These rules also
include a mandatory reporting obligation for large company groups known as the Global
Anti-Base Erosion Rules (GloBE) declaration. The objective is to furnish pertinent tax
authorities globally with information on the company group’s revenues and whether taxes
have been remitted. The OECD minimum tax applies to large multinational corporate
groups with an annual turnover of at least 750 million euros. These rules are implemented
in Switzerland with the Minimum Taxation Ordinance.?’

34 Good governance

Switzerland’s Anti-Money-Laundering framework is based on several pillars, including its
membership in the Financial Action Task Force (FATF), the ratification of the OECD Anti-
Bribery Convention, and a set of complementary legal instruments:

The revised Anti-Money Laundering Act (AMLA)*°, together with the new Act on
Transparency of Legal Entities and the Identification of Beneficial Owners (LETA)*'
are expected to enter into force in 2027. The LETA introduces new requirements for legal
entities and establishes a centralised federal register of beneficial owners (transparency
register). This register is intended to provide certain authorities with swift and
uncomplicated access to reliable information about the beneficial owners of a legal entity.
It will be maintained by the Federal Department of Justice and Police. An audit unit at the
Federal Department of Finance will conduct checks on the accuracy, completeness, and
topicality of the information in the transparency register. The register will be accessible to
certain authorities, and people and entities who are subject to the AMLA.

The new LETA introduces new due diligence requirements under AMLA, with a revision
of article 8a, which are particularly relevant for commodity trade, as they also cover trade
in precious metals and gemstones and take into account recent FATF Recommendations.

While not legally binding, the Extractive Industries Transparency Initiative (EITI), which
Switzerland actively supports, remains an important instrument for improving the
governance of the extractive sector globally. It brings together countries that commit to
disclosing information along the extractive industry value chain, including how extraction

29 Ordinance on the Minimum Taxation of Large Groups of Companies (Minimum Taxation Ordinance, MindStV), SR

642.161.
30 BBI20252899.
3 Federal Act on the Transparency of Legal Entities and the Identification of Beneficial Owners (LETA), BBI 2025 2900.
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rights are awarded, how governments handle revenues, and how they benefit citizens.3?

Specific regulations applying to commodity traders

4.1 Commodity trading and sustainable development legislation

There is no specific legislation on commodity trading and sustainable development in
force. In addition to the legislation and legislative developments mentioned in section 3
above, the Swiss Better Gold Initiative for Artisanal Small-Scale-Mining (ASM) can be
cited as an example of a public-private partnership administered by the Swiss Better Gold
Association.®

4.2 Duties regarding “know your customer”

Duties regarding "know your customer” apply to trade in commodities and commodity
derivatives if such trade is conducted by financial intermediaries, natural persons, or
legal entities that deal in goods commercially and, in doing so, accept cash.3* The notion
of financial intermediaries, in particular, also includes persons who, on a professional
basis, trade for their own account or for the account of others in banknotes and coins,
money market instruments, foreign exchange, precious metals, commodities, and
securities (stocks and shares and value rights), as well as their derivatives.®

For such trading activities, the Swiss Anti-Money Laundering Act applies fully and requires
knowledge of the beneficial owner and the origins of funds. This includes the “travel rule,”
which requires that each transaction be accompanied by information on the sender and
recipient. This rule applies to all types of transfers, including crypto transactions. FINMA
interprets the “travel rule” quite strictly and applies it to crypto assets as well.3¢

The new Law Transparency of Legal Entities and the Identification of Beneficial
Owners (LETA)*’ enhances these rules with new due diligence requirements to be
included in Art. 8a AMLA.

32 https://eiti.org/our-mission.

https://www.swissbettergoldassociation.ch/.

3 Art. 2 AMLA.

3 Art. 3 para. 3 (c) AMLA.

% FINMA Guidance 02/2019 Payments on the Blockchain, 26 August 2019.

3 Federal Act on the Transparency of Legal Entities and the Identification of Beneficial Owners (LETA), BBI 2025 2900.
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4.3 Duties relating to anti-money laundering

As mentioned in sections 2.1 and 3.4, there is no comprehensive anti-money laundering
legal instrument specifically addressing commodity trade. Instead, the general AML rules

apply.*®

4.4 Lending of money

If a commodity trader provides loans or advances funds for the purchase of derivatives,
the Banking Act applies.®? Accordingly, a banking licence requiring the fulfilment of a far-
reaching set of conditions may be mandatory unless a specific ground for exemption,
such as mentioned in Art. 5 paras. 2 and 3 of the Banking Ordinance apply.*

% Doris M. Carnot, Regulierung und Beaufsichtigung der Rohstoffbranche - Ist eine Unterstellung der Rohwarenhéndler
unter das Geldwéschereigesetz ausreichend oder sind zusétzliche Massnahmen erforderlich? In: NIWUZ -
Veréffentlichungen aus dem LL.M: Studiengang Internationales Wirtschaftsrecht der Universitat Zirich 110/2021.

3 Federal Act on Banking and Savings Banks (BA), SR 952.0.

40 Ordinance on Banks and Savings Banks (BO), SR 952.02.
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UNITED STATES OF AMERICA (NEW
YORK AND TEXAS)

By Sean Stacy, Independent

In attempting to summarize the legal and regulatory frameworks applicable to “commodity trading”
and “commodity traders” in the United States (U.S.), it is necessary to first clarify how these terms will
be used throughout this report. This is essential because there is divergence between the way the
Commodity Trade and Sustainable Development document (Concept Note)*! employs these
expressions and how they are understood—either legally or colloquially—in the U.S.

In U.S. law and within commercial practice, there is no unified category of “commodity traders,” nor
is “commodity trading” treated as a discrete regulatory domain. Moreover, the colloquial American
usage of “commodity trader” typically refers to derivatives traders active in futures, options, or swaps
markets regulated by the Commodity Futures Trading Commission (CFTC). By contrast, firms engaged
in the purchase, storage, transportation, blending, or resale of physical commodities are typically
described as merchants, marketers, midstream companies, or energy and agricultural firms, rather
than as commodity traders.

To remain aligned with the analytical aims of the project—and consistent with both the Concept Note’s
emphasis on intermediaries that “transform” commodities, and the functional typology employed in
the 2016 Swiss stock-taking on commodities trade—this report adopts a broad and functional
definition of commodity trading.*> For present purposes, “commodity trading” encompasses the
following principal (and often overlapping) activities:

¢ Financial commodity trading: the trading of derivatives whose value is linked to an underlying
commodity (including futures, swaps, and options), typically without physical delivery of the
good.

e Physical commodity trading: the purchase and sale of physical commodities in which the
trader takes title, manages logistics, stores or blends products, or otherwise exercises control
over the movement and commercial specification of the underlying good.

e Cross-border commodity trading: the buying and selling of commodities across jurisdictions,
often involving customs, import, or export controls and giving rise to compliance obligations
specific to foreign trade.

41 Swiss Academy of Sciences (SCNAT) and Swiss Alliance for Global Research Partnerships (GRP-Alliance), Commodity
Trade and Sustainable Development: An Interdisciplinary Literature Review of the Commodlity Trading Sector and Its
Impacts on Global Sustainable Development - Conceptual Outline for Contributing Authors (unpublished concept note,
19 September 2025).

See Elisabeth Biirgi Bonanomi et al., The Commodity Sector and Related Governance Challenges from a Sustainable
Development Perspective: The Example of Switzerland (CDE/WTI/IWE Joint Working Paper No 1, 14 July 2015) and
Swiss Academies of Arts and Sciences, Switzerland and the Commodities Trade: Taking Stock (Swiss Academies
Factsheet 11(1), 2016). Similarly, this report adopts a broad, non-technical definition of physical “commodity,” referring
to both hard commodities (i.e. those that are mined or extracted) and soft commodities (i.e. those that are
cultivated).

42
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e Transit trading (merchanting): transactions in which a trader domiciled in one jurisdiction
purchases commodities from a seller in a second jurisdiction and resells them to a buyer in a
third, without importing the goods into its own territory. Although such transactions may not
“transform” the commodity in the physical sense envisaged in the Concept Note, they
constitute an important intermediary function closely associated with global commodity
trading.

This functional orientation carries inherent limitations. Because the U.S. regulates activities rather
than “commodity traders” as a distinct category, it is difficult to identify a comprehensive set of rules
that uniformly govern all firms falling within the broad, project-specific definition adopted here.
Nevertheless, a functional approach is more faithful to the aims of the Concept Note and to
comparative practice. It allows the report to identify and analyse the regulatory regimes that shape
the intermediary roles commonly associated with commodity trading, even though U.S. law does not
formally recognise these roles as belonging to a single regulated profession.

The remainder of this report addresses the regulatory environment at both the federal
level and in two important states: New York and Texas. Where appropriate, the report
also highlights outlier schemes that exist in other states (e.g. California’s carbon trading
scheme).

1. Introduction to role of commodity trading activities within
the overall legal framework

1.1.  Amount/type of commodity trading*?

Commodity-linked sectors occupy a central position in the U.S. real economy. Energy
commodities—particularly crude oil, petroleum products, natural gas, and natural gas
liguids—account for a substantial share of national industrial output, and the U.S. has
become one of the world’s leading producers and exporters of oil and gas.** Agricultural
commodities such as corn, soybeans, wheat, and cotton anchor another large value
chain, spanning production, transport, processing, and marketing. The U.S. Department
of Agriculture estimates that each additional USD 1 billion in agricultural activity
supports nearly 6,000 jobs across the wider economy.** Metals, minerals, chemicals,
and forestry-related commodities similarly represent significant industrial bases, with
large regional concentrations in states such as Texas, Louisiana and California.t

4 Note that carbon trading is discussed in Section 3.2, below.

4 US Energy Information Administration, ‘US Energy Imports and Exports' (2024)
https://www.eia.gov/energyexplained/us-energy-facts/imports-and-exports.php accessed 27 November 2025; Nichola
Groom, 'US Exported 30% of Its Primary Energy Output in 2024, Says EIA’ Reuters (12 August 2025)
https://www.reuters.com/business/energy/us-exported-30-its-primary-energy-output-2024-says-eia-2025-08-12/
accessed 27 November 2025.

US Department of Agriculture (USDA) Economic Research Service, 'US Agricultural Trade Multipliers' (2024)
https://www.ers.usda.gov/data-products/agricultural-trade-multipliers/ accessed 27 November 2025.

US Geological Survey, National Minerals Information Center, ‘State Minerals Statistics and Information’ (Data
Dashboard) https://tableau.usgs.gov/ accessed 27 November 2025.

45

46

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



3’

scnat

swiss academy of sciences

Commodity trading activity—both financial and physical—is heavily concentrated
around a few key hubs. New York serves as a global center for futures and options
trading, risk management, and trade finance, hosting major exchanges for energy
products and the financial institutions that structure and finance commodity
transactions. Texas, by contrast, acts as one of the world’s largest hubs for the
production, storage, and physical movement of energy commodities, with extensive
midstream infrastructure along the Gulf Coast, including crude oil and LNG export
terminals, refineries, pipelines, and storage facilities.*” The geography of U.S.
commodity markets therefore reflects the interaction between specialized financial-
market institutions and the country’s highly developed production and logistics base.

A central institution linking financial and physical commodity markets is the Chicago
Mercantile Exchange (CME) Group, the world’s largest derivatives marketplace. CME
Group operates several major U.S. futures and options exchanges, including the New
York Mercantile Exchange (NYMEX) for energy products, the Chicago Board of Trade
(CBOT) for agricultural commodities, and Commodity Exchange Inc. (COMEX) for
metals. Although these are financial derivatives markets, many of CME’s benchmark
futures contracts—such as NYMEX West Texas Intermediate (WTI) crude oil (deliverable
at Cushing, Oklahoma), Henry Hub natural gas, COMEX precious and base metals, and
CBOT grains—are physically deliverable. As a result, CME establishes the grade
specifications, delivery procedures, warehouse and storage requirements, and timing
conventions that structure large segments of the U.S. physical commodity market.*®

Taken together, these features illustrate the broad economic significance of commodity-
related activity in the U.S. Commodity-linked sectors shape employment, investment,
regional development, logistics, and the functioning of financial markets. They also
underpin a sophisticated ecosystem of intermediaries—including traders, merchants,
marketers, and midstream operators—whose activities are central to the movement,
pricing, transformation, and financing of commodities across the U.S. economy.

1.2, The relative importance of trade in physical commodities and derivatives
trading

Assessing the relative “importance” of physical commodity trades as compared with
trading in futures and derivatives in the United States presents methodological
difficulties, since physical and financial markets are structured, regulated, and
quantified in fundamentally different ways. In brief, Metrics commonly used to describe

4 See generally US Department of Energy, Gulf Coast and South-Central Regional Report (29 October 2024)
https://www.energy.gov/sites/default/files/2024-11/GC%20Regional%20Report 10.29.24.pdf accessed 15 December
2025; US Energy Information Administration, ‘Texas: Profile Analysis’ https://www.eia.gov/state/analysis.php accessed
15 December 2025.

4% CME Group, 'NYMEX, COMEX and CBOT Rulebooks: Delivery Procedures and Exchange Rules’
https://www.cmegroup.com/market-regulation/rulebook.html accessed 27 November 2025. Most futures contracts are
offset before expiry, but the possibility of physical delivery ensures that CME functions as a key bridge between
financial and physical markets, anchoring price discovery and shaping commercial standards used throughout the
relevant industries.
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derivatives markets—such as notional values or the volume of contracts traded—are not
directly comparable to measures of physical trade, including production volumes,
transport flows, or export values.*

Generally speaking, both physical and derivative trading are highly significant in the U.S.
Physical commodity trade remains central to the U.S. economy in that it underpins the
production, transportation, processing, and cross-border movement of energy,
agricultural products, and raw materials. The United States also plays a leading role in
global commodity derivatives trading, with U.S.-based exchanges and financial
institutions hosting benchmark contracts that are widely used for pricing and hedging in
international commodity markets.*°

The balance between physical and financial trading varies substantially by region. New
York’s role is dominated by financial commodity activity. The State is home to major
commodity exchanges and financial institutions, including NYMEX, which hosts
benchmark futures for crude oil, natural gas, and refined products.®’ New York also
serves as a central hub for trade finance, OTC derivatives trading, risk management, and
collateral operations. The physical movement of commodities through the state is
comparatively limited.

Texas, by contrast, is more strongly oriented toward physical commodity production
and trade. Texas is the largest crude-oil-producing state in the country, the leading state
for natural-gas production, and a major center for refining and petrochemical
manufacturing.>? The Gulf Coast handles some of the highest crude-oil and LNG export
volumes in the U.S.%® Traders operating in Texas are therefore deeply involved in physical
logistics, including pipeline scheduling, storage management, crude blending, and the
assembly of export cargoes. Derivatives trading is used by these firms as a complement
to physical trading activities but is primarily employed for hedging and price-risk
management in support of those activities.

1.3. Role of contract law in commodity trading

The extent to which contract law affects commodity trading (and commodity traders)
depends heavily on the purpose of the contract and the role performed by the trader
within the transaction. As a general matter, it is helpful to distinguish between financial

4 See generally, Congressional Research Service, Introduction to Derivatives and the Commodity Futures Trading

Commission (R48451, 13 March 2025) https://www.congress.gov/crs-product/R48451 accessed 2 December 2025.
See Section 1.1 supra. See generally, CME Group, '"About CME Group’

50

https://www.cmegroup.com/company/about.htm| accessed 15 December 2025.

CME Group, NYMEX https://www.cmegroup.com/company/nymex.html| accessed 27 November 2025. See also, New

York State Department of Financial Services, Annual Report 2024 (NYDFS 2025)

https://www.dfs.ny.gov/system/files/documents/2025/06/NYSDFS Annual-Report-2024.pdf accessed 27 November

2025.

2 US Energy Information Administration, State Energy Data System (SEDS): Production Report 2023 (September 2024)
https://www.eia.gov/state/seds/archive/SEDS Production Report 2023.pdf accessed 15 December 2025, 6 (table).

% Seen 7 above (US Department of Energy, Gulf Coast and South-Central Regional Report (29 October 2024)).
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or derivatives-based trading, on the one hand, and transactions tied more closely to
the underlying physical commodities, on the other.

The former consists of “commodity interests” regulated at the federal level by the CFTC
under the Commodity Exchange Act (CEA), including exchange-traded futures and
options, as well as swaps documented under standardized market frameworks. By
contrast, contracts relating to physical commodities comprise a wide range of
arrangements connected to the movement, transfer, or transformation of goods,
including physical sales contracts, title-transfer structures, Incoterms-based
international shipments, merchanting arrangements, and logistics or storage
agreements. Such transactions are governed not by federal commodity-market
regulation, but primarily by state law—either common law®* or Article 2 of the Uniform
Commercial Code (UCC)®*. The United Nations Convention on Contracts for the
International Sale of Goods (CISG) applies to many international sales.%®

This section briefly outlines how these distinct contractual forms are governed under
U.S. law. It first identifies the principal legal sources applicable to different types of
commodity-related contracts, then relates those sources to the contract forms
commonly used in commodity trading, and finally notes the emergence of certain
sustainability- and quality-related contractual norms developed through private ordering
rather than statute.

1.3.1 Governing Law and the Legal Framework for Contracts involving
Commodities

Several features of U.S. contract law are worthy of note:

e State Governance: As a general matter, contracts are governed by state, rather
than federal, law.

e Services contracts: State common law governs contracts for services and certain
mixed or ancillary arrangements, including master agreements, logistics and
storage agreements, nomination procedures, balancing agreements, and
marketing services.

¢ Goods contracts: By contrast, contracts for the “sale of goods” are governed by
Article 2 of the UCC.*” While parties enjoy wide discretion in structuring their
agreements, Article 2 supplies default rules that apply to individual sales

% Common law refers to law developed through court opinions. While statutory provisions can override common law,

where statutes (legislature-made law) do not dictate otherwise, common law is binding.

The Uniform Commercial Code is a harmonized (but non-federal) body of state commercial law adopted (with
variations) in all U.S. states. It is not a set of rules, but rather a template for laws governing certain commerecial
transactions (e.g., Article 9 covers ‘secured transactions’, Article 2 covers 'sale of goods’, etc.). The states choose
whether or not to adopt the UCC and, if they do adopt it, whether to do so in whole or in part. See generally American
Law Institute and Uniform Law Commission, Uniform Commercial Code (Official Text and Comments), Art 2 (Sales).
United Nations Convention on Contracts for the International Sale of Goods (adopted 11 April 1980, entered into force
1 January 1988) 1489 UNTS 3 (CISG).

American Law Institute and Uniform Law Commission, Uniform Commercial Code (Official Text and Comments), Art 2
(Sales).
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contracts executed within broader contractual frameworks. These include implied
warranties of merchantability and fitness and rules incorporating trade usage,
course of dealing, and course of performance.®®

e Mixed contracts: Contracts combining sales and service elements are typically
governed by the predominant-purpose test, under which courts determine
whether the transaction is primarily a sale of goods or the provision of services.

¢ International sales of goods between U.S. parties and foreign counterparties may
fall under the United Nations Convention on Contracts for the International
Sale of Goods (CISG) when its applicability is not expressly excluded. CISG
applies only to contracts for the sale of goods, not to service agreements.

e Trade usage and course of dealing: Concepts of trade usage and course of
dealing (recognized under UCC 81-303) play significant roles in shaping
commodity-trading contracts. Courts regularly incorporate industry customs—
exchange specifications, pipeline nomination practices, and standard force-
majeure formulations—as contextual elements of the agreement.

This governance structure reflects the highly decentralized nature of U.S. contract law
and explains why contractual form—not participation in a particular industry—
determines legal treatment.

With respect to contract interpretation, U.S. contract law is strongly grounded in
freedom of contract, and courts typically defer to the parties’ chosen terms unless a
contractis illegal, unconscionable, or contrary to public policy. This deference extends
to sustainability-related matters. Courts do not impose environmental, human rights,
or due-diligence obligations as implied terms, and such requirements apply only
when expressly included by the parties or mandated by separate statutes.

Federal Regulation of Derivatives-Based Commodity Contracts

While the governance of physical-commodity contracts is almost entirely a matter of
state private law, U.S. federal law plays a far more significant role in the regulation of
derivatives-based commodity trading. These transactions fall within the specialized
federal regime established by the CEA, which operates alongside—but separate from—
the state-law framework applicable to physical sales and services. The CEA establishes
the federal regulatory framework for a range of derivatives instruments commonly
referred to as “commodity interests,” including futures contracts, options on futures,
swaps, and certain retail or leveraged commodity transactions. These instruments are
financial products whose value is tied to an underlying commodity, and they fall under
the exclusive jurisdiction of the CFTC.

% For a commodity-specific illustration, see Tex Bus & Com Code § 2.107 (under Texas law, oil and gas are treated as

“goods” for purposes of Article 2 once severed from the land, while minerals in situ are treated as part of real property).
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1.3.2 Contract Types Corresponding to Core Trading Functions

Because contract type/function determines the legal regime, it is helpful to map the
principal contract families used in different commodity-trading activities:

Physical commodity trading

Wholesale physical trades commonly rely on industry-established templates,
including those drafted by the North American Energy Standards Board (NAESB)
for natural gas and the European Federation of Energy Traders (EFET)- in
electricity markets, as well as supply and offtake contracts structured around
widely used industry and exchange standards- such as American Petroleum
Institute (API)- crude-oil specifications, refined-product supply agreements,
metals and concentrates offtake contracts aligned with COMEX or London Metal
Exchange (LME) standards, and grain and oilseed contracts based on CBOT
deliverable grades. These agreements are typically governed by state common
law, with UCC Article 2 applying to the discrete sale-of-goods components.
Traders acting purely as intermediaries, however, may not themselves be party to
the underlying Article 2 sales contract —for example in transaction structures
where the trader facilitates or aligns transactions without acting as the
contractual seller or buyer of the physical goods.

Financial commodity trading

Over-the-Counter (OTC) swaps, options, and structured hedges are documented
under International Swaps and Derivatives Association (ISDA) Master
Agreements, governed by state contract law (most often New York). Exchange-
traded futures and options—for example, NYMEX energy contracts, CBOT
agricultural contracts, and COMEX metals contracts—are governed by exchange
rules and federal law under the CEA. These instruments allow traders to hedge or
manage exposure to physical-market risk while operating within a separate
financial-regulatory perimeter.

Cross-border Commodity Trading

International physical trades frequently employ Incoterms-based sales
contracts.®® In certain sectors, U.S. firms also use trade-association templates
such as the Grain and Free Trade Association (GAFTA) or the Federation of Oils,
Seeds and Fats Associations (FOSFA). These contracts often specify New York
law or English law as the governing law but may default to CISG absent
contractual exclusion.

Transit Trading or Merchanting

Transactions in which traders facilitate onward sale by taking title to—but not
physical possession of—the commodity are often structured through back-to-
back contracts® and supported by logistics, storage, and financing
arrangements. Although such activity alighs with European descriptions of

59

Incoterms (International Commercial Terms) are standardised trade terms published by the International Chamber of

Commerce (ICC) that allocate costs, risks, and responsibilities for the delivery of goods in international sales contracts.

They are widely used in U.S. cross-border (and some domestic) commodity transactions, especially in sectors where

traders function as intermediaries coordinating shipment, insurance, transport, and delivery obligations.

60

This refers to a transaction structure in which a trader enters into two linked contracts — one purchase contract and one

sale contract — such that the trader’s obligations under one contract are aligned with its rights under the other.
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“commodity traders,” U.S. law treats these firms as merchants operating under
general contract principles without sector-specific statutory regulation.

1.3.3 Soft-Law Developments: Sustainability and Quality-Related Contractual
Norms

Although U.S. law imposes few horizontal sustainability obligations on commodity
traders, several commodity sectors have developed soft-law contractual practices
that incorporate sustainability-, legality-, or quality-related standards into underlying
contracts. These include:

e legal-source and chain-of-custody warranties in timber and forestry contracts,
often linked to Lacey Act compliance (discussed further in Section 3);

e certification-based requirements in agricultural and soft-commodity supply
chains (e.g., the Roundtable on Sustainable Palm Oil (RSPO), Rainforest Alliance,
and the Better Cotton Initiative); ®’

¢ responsible-sourcing or due-diligence declarations in metals and critical-
minerals contracts;®?

e methane-intensity and greenhouse-gas-intensity terms in LNG and natural-gas
supply agreements;® and

e emissions-intensity reporting or “carbon-neutral cargo” clauses in certain crude-
oil and refined-product supply agreements.®

These clauses reflect private ordering and industry practice. They are not statutory
mandates. Sustainability and quality-related clauses illustrate how contractual
norms—rather than direct regulation—shape the sustainability profile of commodity
trading in the U.S.

2. Introduction to the commodity trading framework

2.1. Definition of “"Commodity”

U.S. law does not provide a single, unified legal definition of “commodity,” nor does it
recognize “commodity trading” or “commodity traders” as distinct regulatory categories.
Instead, the term “commodity” appears in multiple federal and state statutes, each

¢" See generally, Roundtable on Sustainable Palm Qil, RSPO Principles and Criteria for the Production of Sustainable Palm

Oil (2023) <https://rspo.org\> accessed 28 November 2025; Rainforest Alliance, 2020 Sustainable Agriculture
Standard: Chain of Custody Requirements (2023) <https://www.rainforest-alliance.org\> accessed 28 November 2025;
Better Cotton, Better Cotton Chain of Custody Guidelines v 3.1 (2023) <https://bettercotton.org\> accessed 28
November 2025.

42 OECD, OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-Affected and High-Risk
Areas (3rd edn, OECD Publishing 2016)

63 GIIGNL, LNG Carbon Footprint Methodology (2022) and MRV and GHG Neutral LNG Framework (2021)
https://giignl.org accessed 28 November 2025.

¢ S&P Global Platts, Methodology and Specifications Guide: Carbon Neutral Crude and Refined Products (2023)
https://www.spglobal.com/commodityinsights accessed 28 November 2025.
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tailored to the institutional context in which it operates. The most prominent statutory
definition is contained in the CEA, which defines “commodity” broadly to include
traditional physical goods (such as grains, oilseeds, metals, and energy products) as
well as financial indices, interests, and other items underlying derivative contracts.®® By
contrast, UCC Article 2 - adopted wholly or in large part by every U.S. State - treats
commodities simply as “goods” (understood as movable items identified to a contract
for sale). Other sector-specific definitions exist in areas such as energy, agricultural,
environmental, and customs law, none of which purport to create a general or cross-
cutting category of “commodities” for regulatory purposes.®®

As aresult, U.S. regulatory frameworks generally attach to contracts and market
activities rather than to physical commodities as objects. The same fragmentation
characterizes the notion of a “commodity trader.” In common U.S. usage, the expression
refers almost exclusively to derivatives traders—market participants engaged in futures,
options, or swaps trading under the jurisdiction of the CFTC.®” Firms engaged in the
purchase, transportation, storage, blending, or resale of physical commodities are not
referred to domestically as “commodity traders,” but rather as buyer, seller, merchant,
marketers, midstream companies, energy companies or agricultural merchandisers.

2.2, Licensing requirements specifically for commodity traders

The United States does not impose licensing requirements on “commodity traders” as
such. Licensing, registration, or authorization obligations arise only when a firm’s
activities fall within a regulated function. These requirements vary across federal and
state jurisdictions and depend on whether a firm engages in financial trading, physical
commodity handling, infrastructure operation, or cross-border transactions.

Federal Licensing and Registration Requirements
¢ Financial commodity trading

Under the CEA, firms and individuals engaged in derivatives trading are required to
register with the CFTC when performing specified regulated functions. CFTC regulations
also generally require registered entities to be members of the National Futures
Association (NFA).%8 Registration requirements apply to a range of derivatives-market
roles, including futures intermediaries, swap dealers, commodity pool operators, and
commodity trading advisors.®® Consistent with the scope of the CEA, these requirements

¢ Commodity Exchange Act, 7 USC § 1a(9) (defining “commodity” broadly to include enumerated physical goods as well

as "all services, rights, and interests” in which futures or other derivatives contracts are traded).
New York and Texas states have adopted Article 2 of the UCC, under which commodities are treated as “goods”.
Neither state appears to maintain a cross-cutting statutory definition of “commodities” outside sector-specific contexts.

66

¢ U.S. derivatives regulation under the CEA is organized around specific statutory categories—such as Futures

Commission Merchants (FCMs), Introducing Brokers, Swap Dealers (SDs), Major Swap Participants (MSPs), Commodity
Pool Operators (CPOs), and Commodity Trading Advisors (CTAs)-rather than around a general category of
“commodity traders.”

¢ Commodity Exchange Act § 17, 7 USC § 21; 17 CFR § 170.15 (requiring most CFTC-registered entities to be members
of the National Futures Association).

69 For more information on these individual roles, see https://www.nfa.futures.org/registration-membership/who-has-to-

register/index.html.
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apply exclusively to financial commodity trading and do not extend to the purchase, sale,

or movement of physical commodities.

¢ Energy and electricity markets

Although no license is required simply to trade physical energy commodities, certain

activities in this sector require federal authorization:

e Section 3 of the Natural Gas Act (15 USC 8 717b) requires prior approval from
the Department of Energy (DOE) for the import or export of natural gas,
including liquefied natural gas (LNG).”°

e Liquified Natural Gas (LNG) export terminals and interstate natural-gas
facilities require authorization from the Federal Energy Regulatory Commission
(FERC).”

e Electricity market participants in interstate markets may require FERC market-
based rate authority or registration with a Regional Transmission Organization
(RTO).”2

e Transportation and logistics

Firms engaged in the physical transport or storage of commodities may be subject to

activity-specific federal permitting or compliance regimes, including maritime

authorizations,’”® pipeline safety regulation,’* and hazardous-materials handling
requirements.”®

e Customs-related licensing
Entities acting as customs brokers must be licensed by U.S. Customs and Border
Protection (CBP).”®

New York

New York does not license “commodity traders” as a distinct category. Licensing or
registration requirements may nonetheless apply depending on a firm’s activities. For
example:
e Broker-dealers are subject to registration with the Securities and Exchange
Commission (SEC) and relevant state bodies.”’
e firms engaged in virtual currency or digital-asset-linked commodity activities may
require authorization under New York’s BitLicense regime.”®

® " For more information relating to the approval process, see: https://www.energy.gov/fecm/how-obtain-authorization-

import-andor-export-natural-gas-and-Ing.

1 See generally, Federal Energy Regulatory Commission, Liquefied Natural Gas (LNG) https://www.ferc.gov/natural-

gas/Ing accessed 28 November 2025.

Federal Energy Regulatory Commission, Market-Based Rates https://www.ferc.gov/power-sales-and-markets/electric-

market-based-rates accessed 28 November 2025.

73 See Shipping Act of 1984, 46 USC §§ 40101-40904; and 46 CFR pt 515 (Federal Maritime Commission licensing of
ocean transportation intermediaries).

74 Pipeline Safety Act, 49 USC §§ 60101-60141.

75 Hazardous Materials Transportation Act, 49 USC §§ 5101 et seq.

76 Tariff Act of 1930, 19 USC § 1641(b).

77 Securities Exchange Act of 1934 § 15(a), 15 USC § 780; US Securities and Exchange Commission, Guide to Broker-

Dealer Registration https://www.sec.gov/reportspubs/investor-publications/divisionsmarketregbdguidehtm.html

accessed 28 November 2025.

New York Codes, Rules and Regulations, tit 23, pt 200 (Virtual Currencies).
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¢ moneytransmitters and certain financial service providers must be licensed by the
New York State Department of Financial Services (NYDFS).”®
Research did not identify licensing requirements applicable to firms engaged solely in
physical commodity trading under New York law.

Texas
Texas similarly imposes no licensing requirement on commodity traders as such.
However:

e Participants in the Electric Reliability Council of Texas (ERCOT) electricity
market must register with the Public Utility Commission of Texas (PUCT) and
ERCOT.®°

e Entities operating oil and gas wells, pipelines, or storage facilities require
permits from the Texas Railroad Commission (RRC); 2" and

e firms engaged in physical commodity operations may require state-level
environmental, safety, or transportation permits, depending on the activity
involved.8?

2.3. Supervisory authority specifically for commodity traders

No federal or state authority has been established to supervise commodity traders as a
distinct class. Instead, supervision follows the same functional logic as licensing:
activities are overseen by the regulator responsible for the relevant domain (such as
financial markets, energy infrastructure, environmental compliance, transportation, or
international trade), and oversight may extend to activities falling under a broad
conception of “commodity trading.” Each authority listed below is established by
statute and exercises supervisory powers within its respective regulatory remit.

Federal Supervisory Bodies
e Commodity Futures Trading Commission (CFTC) - An independent federal
agency established under the Commodity Exchange Act, supervising derivatives
markets, enforcing registration requirements, and policing manipulation and
abuse in financial commodity trading.?®
e Securities and Exchange Commission (SEC) — An independent federal agency
regulating securities markets, supervising security-based swaps, and enforcing
public-company disclosure requirements, including emerging sustainability-
related disclosures.®*

77 New York Banking Law, Article 13-B (NYBL §§ 640-652).

8 Public Utility Regulatory Act (PURA), Tex. Util. Code § 39.151

(PUCT has authority to oversee ERCOT and require registration, reporting, and compliance.); 16 Texas Administrative

Code (TAC) § 25.105.

16 Tex Admin Code pts 3-4 (Texas Railroad Commission permitting).

82 See, for example, Texas Clean Air Act, Tex Health & Safety Code ch 382; Tex Water Code ch 26; 30 Tex Admin Code
chs 116, 305, 334.

8 Commodity Exchange Act, 7 USC §§ 1-27f.

84 Securities Exchange Act of 1934, 15 USC § 78d.
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e Federal Energy Regulatory Commission (FERC)-An independent federal agency

regulating interstate natural-gas and electricity markets, including market
oversight and anti-manipulation enforcement.®

e Environmental Protection Agency (EPA) - An independent federal agency

overseeing environmental compliance relevantto commodity production, storage,
blending, refining, and handling operations.%®

e Department of Transportation / Pipeline and Hazardous Materials Safety

Administration (PHMSA) - An executive-branch agency supervising pipeline
safety and hazardous-materials transportation affecting the movement and
storage of energy and chemical commodities.®’

e U.S. Customs and Border Protection — An executive-branch agency enforcing

customs laws, import restrictions, and forced-labor prohibitions that affect cross-
border commodity trade.®®

e Office of Foreigh Assets Control (OFAC) - A Treasury Department office

administering U.S. sanctions regimes that directly affect commodity transactions,
including those involving oil, metals, and agricultural products.®®

e Financial Crimes Enforcement Network (FinCEN) — A Treasury Department

bureau enforcing federal anti-money-laundering obligations relevant to banks,
money transmitters, and trade-finance institutions commonly used in commodity
trading.%°

Most federal supervisory bodies relevant to commodity-related activity—such as the
CFTC, SEC, FERC, and EPA—are structured as independent agencies, while others
(including CBP, OFAC, and FinCEN) operate within the executive branch but exercise
authority delegated by statute.

New York

e New York Department of Financial Services (NYDFS) — Supervises banks,

financial institutions, money transmitters, and virtual-currency businesses;
enforces stringent AML/CFT, cybersecurity, and financial-market compliance
obligations.!

e New York Attorney General (NYAG): Enforces the Martin Act, one of the broadest

anti-fraud statutes in the U.S., which can extend to commodity-linked financial
instruments and schemes.*?
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Federal Power Act, 16 USC §§ 791a-828c; Natural Gas Act, 15 USC §§ 717-717z.

Clean Air Act, 42 USC §§ 7401 et seq.

Pipeline Safety Act, 49 USC §§ 60101 et seq; and 49 USC § 108 — Pipeline and Hazardous Materials Safety
Administration.

Homeland Security Act 2002, 6 USC § 203.

International Emergency Economic Powers Act (IEEPA), 50 USC §§ 1701-1707; Trading with the Enemy Act, 50 USC
app § 5.

Bank Secrecy Act, 31 USC §§ 5311-5336; 31 USC § 310.

New York Financial Services Law §§ 201 et seq .

The Martin Actis New York’s broad anti-fraud statute, empowering the Attorney General to investigate and prosecute
securities- and commodities-related fraud without requiring proof of intent, reliance, or investor damages. See Martin
Act, New York General Business Law art 23-A; New York Executive Law § 63.
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New York has no supervisory body dedicated to physical commodity trading, as such.

Texas

e Public Utility Commission of Texas (PUCT): Supervises ERCOT power markets
and enforces market-rule compliance among electricity traders active in Texas.®®

e« Texas Railroad Commission (RRC): Regulates oil and gas operations, including
storage, pipeline integrity, and certain aspects of physical commodity
movement.®

« Texas Attorney General: Oversees fraud-related enforcement, though its remit
is narrower than that of the NYAG.

24. Economic sanctions regimes

Federal Sanctions (Primary Regime)

Federal sanctions apply fully to commodity trades. The United States makes extensive
use of economic sanctions as a foreign-policy tool, and the scope, complexity, and
frequency of changes in these regimes have increased significantly in recent years. As
summarized by a 2024 Norton Rose Fulbright briefing, U.S. sanctions “have become
increasingly complex and can change with little to no warning in response to world
events and evolving national security interests.”?®

Sanctions are administered principally by OFAC,* with certain programs administered
jointly with the U.S. Department of State. Current U.S. sanctions regimes apply to a wide
range of commodity-related transactions, including the production, purchase, transport,
financing, hedging, brokering, or shipping of:

e crude oil and refined products;

e natural gas and LNG;

e petrochemicals;

e metals and minerals; and/or

e agricultural commodities and related commodity-linked products.

Relevant U.S. measures operate through primary sanctions, which bind U.S. persons
and transactions with a U.S. nexus, and secondary sanctions, which may target certain
dealings by non-U.S. persons that the United States views as contrary to its national-
security or foreign-policy objectives. Primary sanctions prohibit U.S. persons from
engaging in transactions with sanctioned countries, entities, or individuals. Secondary
sanctions may apply even in the absence of a U.S. nexus, particularly in connection with

7 Texas Utilities Code ch 39.

7% Texas Natural Resources Code §§ 81.051-81.054.

% Norton Rose Fulbright, Overview of US Sanctions Laws and Regulations (6 February 2024).

96 International Emergency Economic Powers Act (IEEPA), 50 USC §§ 1701-1707; Office of Foreign Assets Control,
Sanctions Programs and Country Information https://ofac.treasury.gov/sanctions-programs-and-country-information
accessed 28 November 2025.

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



scnat

swiss academy of sciences

specified transactions involving comprehensively sanctioned jurisdictions or targeted
sectors.

For commodity traders, the most practically significant sanctions exposures typically
arise from measures that (i) prohibit dealings with comprehensively sanctioned
jurisdictions (such as Iran, Cuba, Syria, North Korea, and certain regions of Ukraine); (ii)
restrict transactions involving Specially Desighated Nationals (SDNs); and (iii)
impose constraints on shipping, insurance, financing, or maritime services,
including measures applicable to certain Russian-origin crude oil and petroleum
products.?’

New York

New York does not maintain an independent state sanctions regime. However, NYDFS
enforces federal sanctions compliance among state-regulated financial institutions.
Because many commodity-related transactions are financed through New York-based
banks, OFAC compliance is tightly integrated into the operations of firms with a New
York presence.®®

Texas

Texas likewise has no independent sanctions regime. However, because Texas hosts
major energy-export facilities - including LNG terminals and petroleum ports - firms
operating in or through Texas must ensure compliance with federal sanctions
requirements, particularly with respect to shipping, crude-oil blending, and export-
related documentation. State-chartered banks are also subject to OFAC compliance
obligations as enforced by federal regulators.

3. General sustainability development regulatory framework
3.1. Supply chain regulation

U.S. sustainability-related regulation affecting supply chains is fragmented and issue-
specific rather than comprehensive or horizontal.

Federal Regulations or Initiatives®

The U.S. does not maintain a single, horizontal supply-chain due-diligence statute
comparable to the EU’s Corporate Sustainability Due Diligence Directive. Instead,

9 Norton Rose Fulbright (n 53) 8; Office of Foreign Assets Control, Specially Designated Nationals and Blocked Persons

List (SDN List) https://ofac/treasury.gov/fags/topic/1631 accessed 1 December 2025.

See, for example, New York State Department of Financial Services, Industry Letter: Impact to Financial Sector of
Ongoing Global Conflicts at 1, June 23, 2025,

https://www.dfs.ny.gov/industry guidance/industry letters/il20250623 impact-global-conflict accessed 1 December
2025.

Note that the list provided is not necessarily exhaustive. There are potentially elements of other pieces of legislation
that might also have relevance (e.g., Endangered Species Act, 16 USC §§ 1531-1544 which, inter alia, restricts the
import, export, sale, and possession of any species listed as endangered or threatened, including any part, product, or
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federal supply-chain regulation is sectoral and issue-specific, targeting illegal
harvesting, forced labour, child labour, or responsible sourcing in specific
industries. The principal federal measures include the following:

The Lacey Act (16 U.S.C. §8§ 3371-3378)"%°

The Lacey Act, which was initially enacted in 1900, bans trafficking in fish, wildlife and
or plants that are illegally taken, possessed, transported, or sold. In 2008, the Lacey Act
was amended to also prohibit trade in plants and plant products (e.g., timber and
paper) that were harvested in violation of foreign law. '’

o Administrator: The Animal and Plant Health Inspection Service (APHIS) enforces
the Lacey Act, along with the U.S. Fish and Wildlife Service, the National Marine
Fisheries Service, and the U.S. Department of Justice (DOJ).

o Covered Actors: Potentially a wide swath of actors in the supply chain as the
legislation, as amended, makes it unlawful to “import, export, transport, sell,
receive, acquire, or purchase in interstate or foreign commerce any plant, with
some limited exceptions, taken or traded in violation of the laws of the U.S., a U.S.
State or a foreign country.”"%?

o Required Behaviours: Importers are required to file an import declaration
identifying the scientific name, value, quantity, and country of origin of plant and
plant products. This necessarily requires a degree of monitoring of their supply
chain(s).

o Penalties for Non-Compliance: The legislation contemplates civil and/or
criminal penalties. The latter can be charged as either a misdemeanour or felony.
Importers that knowingly import, export, transport, sell, receive, acquire, or
purchase a covered wood or plant product in violation of the Lacey Act may be
charged with a felony, which is punishable by up to five years in prison and a
$250,000 fine ($500,000 for companies) or twice the gross gain or loss. Fines vary
depending on the nature of the violation.®?

Section 307 of the Tariff Act of 1930 (19 U.S.C. § 1307)'%4
Under Section 307 of the Tariff Act of 1930, goods mined, produced, or manufactured wholly

or in part by forced or indentured labor are prohibited from entering the country.

o Administrator: CBP'0°
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derivative.).

Lacey Act, 16 USC §§ 3371-3378; see generally U.S. Fish and Wildlife Service, The Lacey Act
https://www.fws.gov/law/lacey-act accessed 1 December 2025.

Food, Conservation, and Energy Act of 2008, Pub L No 110-246, § 8204 (amending 16 USC § 3372 to include plants
harvested in violation of foreign law).

Lacey Act, 16 USC § 3372(a)(2)(B) Emphasis added. In one case, the US Department of Justice settled with Gibson
Guitar after accusing it of purchasing fingerboard blanks made from Madagascar ebony - the harvest and export of
which was banned, as of 2006. See also United States v Gibson Guitar Corp, Deferred Prosecution Agreement (6
August 2012), U.S. Department of Justice https://www.justice.gov/opa/pr/gibson-guitar-corp-agrees-resolve-

investigation-lacey-act-violations accessed 1 December 2025 .

Lacey Act, 16 USC § 3373(d).

Tariff Act of 1930 § 307, 19 USC § 1307; see generally Congressional Research Service, Section 307 and Imports
Produced by Forced Labor (IF11360, updated 2023) https://www.congress.gov/crs-product/IF11360 accessed 28
November 2025. Note that the reference to “Section 307" stems from its place in the original 1930 legislation. The
relevant section is now §1307.

CBP has the power to issue a Withhold Release Order (WRO), which is an instruction to U.S. Customs Officers to
prevent imports from entering the U.S. due to “reasonable but not conclusive” evidence that forced labor was used in
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o Impacted Actors: Importers of record are those most directly affected by the
Section.

o Required Behaviours: Because Section 307 bans importation of forced-labor goods,
compliance centres around ensuring that no such goods enter the US.!%

o Penalties for Non-Compliance: Goods may be impounded. Additionally, while
Section 307 itself does not specify penalties, violations may trigger civil or criminal
liability under other customs and smuggling statute.!?’

Uyghur Forced Labor Prevention Act (UFLPA) (2021) The UFLPA amends and strengthens
enforcement of Section 307 of the Tariff Act (discussed above). Specifically, the UFLPA creates a
rebuttable presumption that goods mined, produced, or manufactured wholly or in part in the
Xinjiang Uyghur autonomous region, or by an entity on the UFLPA Entity List,'*® are made from
forced labor and are subject to import prohibition.'%

o Administrators: CBP and The Forced Labor Enforcement Task Force (FLETF),
which identifies entities that must be treated with the presumption that they use
forced labour.

o Impacted Actors: Primarily importers of record. From a practical standpoint, the
importer relies on cooperation from suppliers as well.

o Required Behaviours: Ensuring that goods are admissible to the country and
submitting accurate entry documentation. Guidance has been provided to
companies about ‘best practices.'"°

o Penalties for Non-Compliance: The UFLPA does not create standalone civil or criminal
penalties; rather, violations may give rise to enforcement under other import-related
statutes.

Executive Order (EO) 13126 (prohibiting products produced by forced or indentured child
labor).!'! The order targets public procurement markets, mandating that U.S. federal agencies
take appropriate action to enforce laws prohibiting goods mined, produced or manufactured by
forced or indentured child labour from being purchased by the government.

o Administrator: The U.S. Department of Labor (DOL) — via its Office of
International Labor Affairs (ILAB) —publishes and maintains the “List of Products
Produced by Forced or Indentured Child Labor” under the authority of EO
13126.1"2

o Impacted Actors: Primarily governmental bodies and federal contractors.
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the overseas production of the goods. Goods that are subject to a WRO will be detained at all U.S. ports. 19 USC §§
1307, 1509; see also U.S. Customs and Border Protection, Forced Labor https://www.cbp.gov/trade/programs-
administration/forced-labor accessed 1 December 2025.

Note that, as a general matter, an importer of record must use 'reasonable care’ in completing the paperwork made in
connection with importation. See 19 USC § 1484.

See, for example, 18 USC §545 (relating to smuggling merchandise) or 18 USC §542 (relating to the making false
statements in connection with the entry of goods).

Uyghur Forced Labor Prevention Act, Pub L No 117-78, § 3(a), 135 Stat 1525 (2021).

The standard for successfully rebutting the presumption is for an importer to provide “clear and convincing” evidence
that a product was not mined, produced or manufactured wholly or in party by forced labor.

This guidance is summarized well by Foley & Lardner LLP, Uyghur Forced Labor Prevention Act: What Companies Need
to Know (2024) https://www.foley.com/insights/publications/2024/01/multinational-company-uyghur-forced-labor-
prevention-act-i/ accessed 28 November 2025.

Executive Order 13126, 64 Fed Reg 32383 (16 June 1999). The power of a President to create “executive orders” (EOs)
is rooted in the Constitution's requirement that the President "faithfully execute" the laws.

U.S. Department of Labor, Bureau of International Labor Affairs, List of Products Produced by Forced or Indentured
Child Labor https://www.dol.gov/agencies/ilab/reports/child-labor/list-of-products accessed 1 December 2025.
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o Required Behaviours: certify to the U.S. government contracting agency that they
have made a good faith effort to determine whether forced or indentured child
labour was used to produce the items supplied.

o Penalties for Non-Compliance: federal contractors who violate the EQ’s requirements
can face consequences under the Federal Acquisition Regulation (FAR) and existing
fraud statutes.'!3

Dodd-Frank Act § 1502: Conflict Minerals

Section 1502 of U.S. Dodd Frank Act requires U.S. listed companies to disclose
whether they use “conflict minerals” (tin, tungsten, tantalum and gold, or
collectively “3TG”) and whether these minerals originate in the Democratic
Republic of the Congo (DRC) or an adjoining country.

o Administrator: Securities and Exchange Commission (SEC).

o Impacted Actors: SEC-reporting companies that manufacture or contract to
manufacture products using tin, tungsten, tantalum, or gold.""

o Required Behaviours: Listed companies must file a form annually (Form SD),
providing relevant information. In some cases, they must submit a “Conflict
Minerals Report” describing the measures taken to exercise due diligence, the
description of the products that are not DRC conflict free, the facilities used to
process the conflict minerals, the country of origin of the conflict minerals, and
the efforts to determine the mine or location of origin with the greatest possible
specificity.®

o Penalties for Non-Compliance: SEC fines; cease-and-desist orders; enhanced
reporting requirements. !

Recent U.S. Trade Deals

o Recent U.S. Reciprocal Trade arrangements tend to incorporate labor- and forced-
labor—related commitments that align with existing U.S. import controls, reinforcing
and complementing domestic measures such as Section 307 of the Tariff Act of 1930
and the UFLPA. These provisions operate primarily at the level of market access and
customs enforcement and do not impose horizontal due-diligence duties on U.S. firms
beyond those already arising under U.S. import law.!!”

New York

New York does nhot maintain a state-level supply-chain due-diligence statute. However,
state procurement rules incorporate environmental and labor standards, including
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Federal Acquisition Regulation, 48 CFR §§ 22.1500-22.1506 (Prohibition of Acquisition of Products Produced by
Forced or Indentured Child Labor)

In practice, this captures a significant portion of large US publicly traded companies with complex supply chains. Note
however, that the rule does not impose requirements on private firms or public firms that do not use 3TG minerals in
their products. Dodd-Frank Wall Street Reform and Consumer Protection Act § 1502, 15 USC § 78m(p).

SEC Rule 13p-1, 17 C.F.R. § 240.13p-1; SEC, Conflict Minerals Disclosure (Form SD).

Liability for failure to comply with conflict-minerals disclosure obligations may arise under §§ 13(a) and 13(b) of the
Securities Exchange Act of 1934 and SEC Rule 13p-1, promulgated pursuantto § 1502 of the Dodd-Frank Wall Street
Reform and Consumer Protection Act.

See, for example, Agreement Between the United States of America and Malaysia on Reciprocal Trade (26 October
2025) https://asean.usmission.gov/agreement-between-the-united-states-of-america-and-malaysia-on-reciprocal-trade
accessed 1 December 2025. Agreement Between the United States of America and Cambodia on Reciprocal Trade (26

October 2025) https://www.whitehouse.gov/briefings-statements/2025/10/agreement-between-the-united-states-of-

america-and-the-kingdom-of-cambodia-on-reciprocal-trade/ accessed 18 December 2025.

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



3’

scnat

swiss academy of sciences

requirements for environmentally preferable purchasing and compliance with labor-law
and human-rights criteria.

New York is also considering— but has not yet enacted— the Fashion Sustainability and
Social Accountability Act (or Fashion Act), which would require “fashion sellers to be
accountable to standardized environmental and social due diligence policies, and
establishes a fashion remediation fund.”"®

Texas

Research was not able to identify state-level supply-chain due-diligence laws. No
legislation analogous to the Lacey Act, UFLPA, or conflict-minerals rules exists at the
state level, and no procurement rules imposing general sustainability-based supply-
chain obligations on private actors were identified.

3.2. Energy regulation

Federal

The U.S. does not maintain a federal carbon trading system, nor does it impose
economy-wide carbon-reduction obligations on companies. Instead, federal climate
and energy regulation is sectoral, grounded chiefly in the Clean Air Act and in regulatory
authority exercised by the Environmental Protection Agency (EPA), the Department of
Energy (DOE), and—on market-structure issues—the Federal Energy Regulatory
Commission (FERC).

Carbon Trading

No federal cap-and-trade program exists. Previous proposals (e.g., the Waxman-Markey
bill of 2009) were not enacted.

Energy and Carbon-Reduction Obligations

Although the U.S. does not impose national carbon-budget requirements on private
actors, several federal rules establish binding emission-reduction or reporting
obligations:

o EPAClean Air Actregulation of GHGs - establishes CO, standards for new fossil-
fuel power plants, methane rules for oil and gas systems, and tailpipe GHG
standards for light-duty vehicles and heavy-duty trucks.®

18 Requires fashion sellers to be accountable to standardized environmental and social due diligence policies and

establishes a fashion remediation fund. Note that this Bill was first proposed in 2022, but has not yet been successful in
achieving a full vote of the New York State Senate. New York Fashion Sustainability and Social Accountability Act,
S7428 (NY Senate, 2022); see also Vanessa Friedman, ‘New York Could Force Fashion to Clean Up Its Act’ New York
Times (7 January 2022).

19 Clean Air Act, 42 USC §§ 7401 et seq.
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e Greenhouse Gas Reporting Program (GHGRP) —imposes reporting requirements
on annual GHG emissions across a number of industry sectors.’?°

e Hydrofluorocarbon (HFC) phase-down under the AIM Act (2020) — grants EPA
authority to reduce HFC production and consumption through an allowance-
based system.'?!

e Energy-efficiency standards (DOE/EPA) - includes appliance standards and
industrial energy-efficiency requirements.

These federal rules bind manufacturers, refiners, power generators, pipeline operators,
and petroleum producers—but not commodity traders as such.

State and Regional Carbon-Trading Schemes

Although no federal carbon market exists, two significant state- and regional-level
cap-and-trade systems operate in the U.S.

Regional Greenhouse Gas Initiative (RGGI)

While the U.S. has no federal carbon-trading system, a cooperative effort (known as the
“Regional Greenhouse Gas Initiative” (RGGI)) has developed among ten states in New
England (specifically, Connecticut, Delaware, Maine, Maryland, Massachusetts, New
Hampshire, New Jersey, New York, Rhode Island, and Vermont) to cap and reduce
carbon dioxide emissions in the power sector. Within the RGGI states, fossil-fuel-fired
electric power generators with a capacity of 25 megawatts or greater ("regulated
sources") are required to hold allowances equal to their CO, emissions over a three-year
control period.'?

California Cap-and-Trade Program

California operates its own cap and trade system, according to which it establishes a
declining, enforceable limit on major sources of GHG emissions across the state.'
According to the California Air Resources Board (CARB), the program covers
approximately 80% of statewide GHG emissions, including electricity generation, major
industrial facilities, and fuel distribution.'?*

120 EPA, GHGRP Reported Data (US Environmental Protection Agency) https://www.epa.gov/ghgreporting/ghgrp-

reported-data accessed 16 December 2025. Note that these requirements may be substantially curtailed by the current
administration. See EPA, Reconsideration of Greenhouse Gas Reporting Program Proposal: Fact Sheet (US
Environmental Protection Agency, September 2025) https://www.epa.gov/system/files/documents/2025-
09/reconsideration-of-ghgrp-proposal-fact-sheet.pdf accessed 1 December 2025.
121 American Innovation and Manufacturing Act of 2020, Pub L No 116-260, div S, tit |, §§ 103-105, 134 Stat 1182; EPA,
Background on HFCs and the AIM Act https://www.epa.gov/climate-hfcs-reduction/background-hfcs-and-aim-act
accessed 1 December 2025.
Regional Greenhouse Gas Initiative, Elements of RGGI https://www.rggi.org/program-overview-and-design/elements
accessed 1 December 2025.
California Air Resources Board, Cap-and-Trade Program https://ww?2.arb.ca.gov/our-work/programs/cap-and-trade-
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program/about accessed 1 December 2025.
Z

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



scnat

swiss academy of sciences

New York

In addition to its RGGI participation, New York has enacted one of the most ambitious
climate statutes in the U.S., the Climate Leadership and Community Protection Act
(CLCPA) (2019). The CLCPA establishes:

e abinding 85% reduction in GHG emissions by 2050 (from 1990 levels);'*
e a100% zero-emissions electricity sector by 2040;>° and
e statewide transition to zero-emission vehicles by 2035.'%’

The CLCPA does not create a standalone carbon market; instead, it relies on sectoral
standards, planning mandates, and regulatory rulemaking. New York is also
considering—though has not enacted—a Clean Fuel Standard to impose carbon-
intensity obligations on transportation fuels.®

Texas

Texas has no carbon-trading program and no statewide climate-reduction law.
Nevertheless, Texas is central to U.S. energy production, and energy-sector regulation
affects firms operating in the state. A couple schemes are worthy of comment.

Electricity - Electric Reliability Council of Texas (ERCQOT)

ERCOT is a largely self-contained electric grid covering most of Texas. It manages grid
operations, wholesale electricity markets, retail switching, transmission planning and
reliability standards. The primary market regulation is the Public Utility Commission of
Texas (PUCT), which sets and enforces rules for market design, retail competition,
resource adequacy requirements, Infrastructure and reliability standards, etc. Because
ERCOT is intrastate, rather than interstate, it is generally not subject to FERC regulation
over wholesale sales and transmission; though FERC has limited authority over certain
matters related to reliability standards. ERCOT has its own registration and
qualification system, and Texas law requires certain entities to be certified (but there is
no federal-style FERC licensing)."°

Oiland Gas

The Texas Railroad Commission regulates methane venting, gas flaring, pipeline safety and integrity
and storage infrastructure. These rules are operational and safety-driven, not climate-reduction
mandates, and Texas imposes no state-level GHG-reduction obligations on private actors.

25 Climate Leadership and Community Protection Act, 2019 N.Y. Laws ch 106 (codified principally in N.Y. Envtl. Conserv.

Law art 75). See also New York State Climate Action Council, Final Scoping Plan (December 2022) 2
https://climate.ny.gov/-/media/project/climate/files/NYS-Climate-Action-Council-Final-Scoping-Plan-2022.pdf
accessed 1 December 2025.
12614
27 New York State, Chapter 423 of the Laws of 2021, as amended by Chapter 109 of the Laws of 2022.
128 New York State Assembly Bill A472 (2025-2026 session)
https://assembly.state.ny.us/leg/?default fld=&leg video=&bn=A00472&term=2025&Summary=Y&Actions=Y&Memo
=Y&Text=Y accessed 16 December 2025.
For example, before being able to sell electricity to customers in ERCOT, one must be formally certified by PUCT as a
Retail Electricity Provider (REP). See 16 Tex. Admin. Code §§ 25.107. To participate in in ERCOT's wholesale market
(e.g., as a generator, power marketer or trader), entities must register with ERCOT in an approved role.

129

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



scnat

swiss academy of sciences

3.3. Reducing poverty and inequality
Federal

OECD Minimum Corporate Tax (Pillar Two)
The U.S. originally endorsed the OECD’s global minimum tax agreement (Pillar Two), but
it never enacted the required implementing legislation.' Instead, the U.S. has
continued to rely on its own domestic minimum-tax regime on foreign income (the
Global Intangible Low-Taxed Income (GILTI) regime), which has been proposed for
modification under recent tax legislation.™’

Following President Trump’s return to office, the Administration publicly stated that the
OECD global minimum tax agreement has no legal force in the U.S. absent
congressional implementation.’? As a result, U.S. multinationals remain subject to U.S.
minimum-tax rules on foreign income, but the U.S. does not apply the OECD’s global
minimum tax, limiting alighment with the Pillar Two system.

New York
e Corporate income tax exists (partially conforms to federal corporate-tax base
definitions).'3?
¢ No evidence found indicating that NY has adopted a unique state-level response
to OECD Pillar Two.

Texas
o Texas has no corporate income tax,’** only a gross-receipts style “margin tax.”
e No state-level OECD-related legislation including one for Pillar Two alignment.

%0 Statement by President Joe Biden on Today's Agreement of 130 Countries to Support a Global Minimum Tax for the

World's Largest Corporations (White House, 1 July 2021). See https://bidenwhitehouse.archives.gov/briefing-
room/statements-releases/2021/07/01/statement-by-president-joe-biden-on-todays-agreement-of-130-countries-to-
support-a-global-minimum-tax-for-the-worlds-largest-corporations/ .

U.S. Department of the Treasury, General Explanations of the Administration’s Fiscal Year 2025 Revenue Proposals
(March 2024) 22 https://home.treasury.gov/system/files/131/General-Explanations-FY2025.pdf accessed 16
December 2025.

Lawder, David, ‘Trump effectively pulls US out of global corporate tax deal’ Reuters (21 January 2025)
https://www.reuters.com/world/us/trump-declares-oecd-tax-deal-has-no-force-or-effect-us-2025-01-21/ accessed 2
December 2025.

New York State Department of Taxation and Finance, Definitions for Article 9-A corporations
https://www.tax.ny.gov/bus/ct/def art9a.htm accessed 2 December 2025.

Tex. Tax Code ch. 171. See generally, Business In Texas, ‘Low Taxes in Texas’ (Texas-Business, undated)
https://businessintexas.com/why-texas/taxes-incentives/taxes/ accessed 2 December 2025.
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3.4. Good governance
Federal

Anti-Money-Laundering (AML) and counter-terrorist-financing (CFT) (collectively,
AML/CFT)'*

Money laundering is regulated federally under, inter alia, the Bank Secrecy Act (BSA)'3¢
(as expanded by the USA PATRIOT Act)'®” and the Anti-Money Laundering Act of 2020
(AMLA)."® While commodity traders are not directly regulated as a distinct AML/CFT
category, they are frequently subject to indirect AML scrutiny through their interactions
with trade-finance banks, insurers, clearing institutions, and sanctions-compliance
regimes.

The federal AML/CFT framework is administered principally by the Financial Crimes
Enforcement Network (FinCEN), which issues implementing regulations, oversees
compliance obligations, and operates reporting systems such as Suspicious Activity
Reports (SARs). Enforcement is carried out primarily by the Department of Justice,
often in coordination with FinCEN, federal banking regulators, the FBI, the IRS, and other
investigative agencies.®

Foreign Corrupt Practices Act

The United States enforces foreign anti-corruption rules through the Foreign Corrupt
Practices Act (FCPA),"*° administered by the Department of Justice and the Securities
and Exchange Commission. Enforcement has historically been robust, with multiple
high-value corporate resolutions each year, including major settlements involving
multinational commodity firms (for example, the 2022 Glencore resolution).’" In 2025,
however, the administration issued an executive order pausing initiation of new FCPA
enforcement actions and directed the DOJ to revise enforcement priorities.’? In June
2025 the DOJ issued updated FCPA enforcement guidelines reflecting these priorities,
directing prosecutors to focus on serious misconduct that impacts U.S. national

% For a discussion of the history of AML laws, see: Financial Crimes Enforcement Network, History of Anti-Money

Laundering Laws (FInCEN) https://www.fincen.gov/resources/history-anti-money-laundering-laws accessed 2
December 2025.
1% Bank Secrecy Act (BSA), 31 USC §§ 5311 et seq. The BSA is generally considered the core AML statutes, requiring
financial institutions to maintain internal AML programs, keep records and make certain filings.
Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism
(PATRIOT Act) Act of 2001, Pub L No 107-56, 115 Stat 272 (esp. Title Ill). The PATRIOT Act expands AML obligations to
a broader class of financial actors and strengthened 'know your customer’ rules.
138 Anti-Money Laundering Act of 2020, Div F, William M (Mac) Thornberry National Defense Authorization Act for Fiscal
Year 2021, Pub L No 116-283 (1 January 2021). The AMLA of 2020 aims to strengthen the Bank Secrecy Act framework
by expanding regulatory coverage, enhancing information-sharing, introducing a national beneficial-ownership
reporting regime, and significantly increasing enforcement tools and penalties.
See generally, Financial Crimes Enforcement Network, Legal Authorities (FinCEN)
https://www.fincen.gov/resources/fincens-legal-authorities accessed 2 December 2025.
0 Foreign Corrupt Practices Act of 1977 (as amended), 15 USC §§ 78dd-1 et seq.
1 See, e.g., Steptoe, FCPA 2022 Year in Review, documenting significant DOJ/SEC resolutions, including Glencore.
Executive Order 14126, Pausing Foreign Corrupt Practices Act Enforcement to Further American Economic and
National Security Interests (White House, 10 February 2025) https://www.whitehouse.gov/presidential-
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actions/2025/02/pausing-foreign-corrupt-practices-act-enforcement-to-further-american-economic-and-national-
security/ accessed 18 December 2025.

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



scnat

swiss academy of sciences

security and economic interests, among other specified considerations.'?® Enforcement
has resumed under this framework, suggesting a more targeted enforcement posture
going forward.

International assessments

The U.S. remains a party to the OECD Anti-Bribery Convention and is regularly subject to
peer review by the OECD Working Group on Bribery (WGB)."** OECD assessments have
historically characterized U.S. enforcement of foreign bribery laws as among the most
active globally, both in terms of investigative activity and significant enforcement
outcomes.’* Notably, the issuance of recent DOJ guidance on FCPA enforcement —
following a temporary pause in new enforcement actions — has prompted concerns in
some international legal and compliance circles that the United States may be moving
away from its traditional role as a leader in anti-bribery enforcement.’#®

New York

New York plays a comparatively significant role in the governance of financial integrity
because of its regulatory framework for banks and financial institutions.

NYDFS supervises New York—-chartered banks, money transmitters, and virtual-currency
businesses and enforces state-level AML/CFT requirements alongside federal BSA
obligations.'” NYDFS requirements are frequently described as more prescriptive than
federal baselines, particularly with respect to transaction-monitoring and sanctions-
screening programs.’#®

Cybersecurity Regulation (23 NYCRR 500)'#°

NYDFS also administers a mandatory cybersecurity framework applicable to DFS-
licensed financial institutions.™®® This regime requires periodic risk assessments,

3 U.S. Department of Justice, Guidelines for Investigations and Enforcement of the Foreign Corrupt Practices Act (DOJ,

June 2025) https://www.justice.gov/criminal/criminal-fraud/foreign-corrupt-practices-act/fcpa-guidelines accessed 18

December 2025.
44 OECD, 'United States - Country Monitoring under the Anti-Bribery Convention’ (OECD, 2025)
https://www.oecd.org/en/topics/sub-issues/fighting-foreign-bribery/united-states-country-monitoring.html accessed 2
December 2025.
OECD, 'With its strong enforcement record, the United States confirms its leading role in the fight against transnational
corruption’ (Press release, 17 November 2020) https://www.oecd.org/en/about/news/press-releases/2020/11/with-its-
strong-enforcement-record-the-united-states-confirms-its-leading-role-in-the-fight-against-transnational-
corruption.html accessed 17 December 2025.
IBA, Trump's “America First” stamp on foreign bribery enforcement (15 July 2025) https://www.ibanet.org/Trump's-
America-First-stamp-on-foreign-bribery-enforcement accessed 18 December 2025 (noting concerns among
international observers regarding the implications of revised DOJ FCPA enforcement guidance for traditional U.S. anti-
bribery leadership).
47 See generally, NYDFS, About DFS - Who We Supervise (NYDFS) https://www.dfs.ny.gov/who we supervise accessed 2
December 2025.
For a sense of the requirements, see generally, NYDFS, Transaction Monitoring Certification (504)
https://www.dfs.ny.gov/industry guidance/transaction _monitoring.
New York State Department of Financial Services, Cybersecurity Requirements for Financial Services Companies (23
NYCRR Part 500) (as amended) (NYDFS).
See generally, NYDFS, Cybersecurity Resources
https://www.dfs.ny.gov/industry guidance/cybersecurity.
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incident reporting, and board-level oversight. While commodity traders generally fall
outside the NYDFS licensing perimeter, firms with broker-dealer, banking, or virtual-
currency activities in New York may be subject to these requirements.

Martin Act

New York’s Attorney General enforces the Martin Act, one of the broadest anti-fraud
statutes in the U.S."5" Although originally focused on securities, courts have applied the
statute to a wide range of investment- and commodities-linked schemes, including
carbon-credit and biofuel-credit fraud.s?

Texas

Research was unable to locate any AML authority comparable to NYDFS. Rather,
AML/CFT obligations for Texas entities derive almost entirely from federal law and
federal banking regulators.

4, Specific regulations applying to commodity traders

As noted elsewhere herein, U.S. law does not regulate “commodity traders” as a distinct
legal category. Instead, firms engaged in financial, physical, or cross-border commodity
trading are regulated according to the specific activities they conduct—whether in
derivatives markets, physical logistics and storage, energy trading, import or export
operations, or the provision of financing. The following subsections therefore identify the
regulatory regimes most likely to affect firms performing commodity-trading
functions, recognizing that none of these regimes applies exclusively to “commodity
traders.”

4.1. Commodity trading and sustainable development legislation

Federal

As explained in Section 3.1 above, the U.S. does not maintain sustainability legislation
directed specifically at “commodity traders” as a regulatory category. Instead, the
federal measures relevant to sustainability — including the Lacey Act, the forced-labor
import bans under Section 307 of the Tariff Act and the UFLPA, Dodd-Frank § 1502 on
conflict minerals, and various EPA/DOE rules — apply according to the activity
performed (e.g., importing, transporting, storing, processing), rather than the
commercial identity of the firm."*® These instruments therefore affect commodity

15T Martin Act, NY Gen Bus Law art 23-A, §§ 352-353.

52 Richard A Epstein, 'Regulatory Enforcement under New York's Martin Act: From Financial Fraud to Global Warming’
(2018) 14 NYU Journal of Law & Business 805.

One federal program relevant to specific commodities, but not discussed in Section 3.1, is the National Oceanic and
Atmospheric Administration (NOAA), Seafood Import Monitoring Program (Final Rule) 81 Fed Reg 88975 (9 December
2016) (SIMP), which requires U.S. importers of record to provide harvest and chain-of-custody information for
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designated high-risk seafood species. Like other U.S. supply-chain measures, SIMP applies by reference to import
activity rather than trader status.

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



3’

scnat

swiss academy of sciences

traders only when they operate as importers, supply-chain intermediaries, operators of
physical infrastructure, or suppliers to regulated entities. For fuller discussion of these
instruments, see Section 3.1.

New York

New York has no sustainability legislation directed specifically at commodity
traders. The only potentially relevant frameworks — including the Climate Leadership
and Community Protection Act (CLCPA) and New York’s participation in the Regional
Greenhouse Gas Initiative (RGGI) — regulate the broader energy and emissions
landscape and may affect firms active in the state’s power sector; these are described in
Section 3.2.

Texas

Texas likewise has no state-level sustainability regime targeted at commodity
traders. Environmental and operational requirements affecting commodity-related
activities derive from sectoral rules — chiefly environmental permitting and
methane/venting oversight by the Texas Railroad Commission — already discussed in
Section 3.2.

4.2, Duties regarding “know your customer”

Commodity trading firms in the U.S. are not subject to statutory “know your customer”
(KYC) obligations solely by virtue of engaging in physical commodity trading. While the
BSA imposes customer-identification and due-diligence requirements on “financial
institutions,” commodity traders fall within that definition only when they perform
specific regulated financial functions—such as acting as futures commission
merchants, commodity trading advisors, or commodity pool operators—rather than
when they trade, transport, or market physical commodities as such.™*

KYC requirements may nevertheless impact some commodity traders indirectly, when:
e trade-finance arrangements are conducted through BSA-regulated banks subject to
customer due diligence and enhanced due diligence rules;"*®
e brokerage, clearing, and futures transactions involve CFTC-regulated intermediaries that
must perform KYC; or
e shipping, insurance, inspection, and warehousing providers impose contractual KYC
requirements.

15431 USC § 5312(a)(2), (c)(1)(A) (defining “financial institution” to include any futures commission merchant, commodity

trading advisor, or commodity pool operator registered, or required to register, under the Commodity Exchange Act).
For a more general sense of the rules, see also, Thomson Reuters, Financial Institutions & Know Your Customer Rules
(2022). https://www.thomsonreuters.com/en-us/posts/wp-content/uploads/sites/20/2022/11/Know-Your-Customer-
White-Paper-2022.pdf accessed 2 December 2025.

For example, see 31 CFR § 1010.230 (relating to certain customer Due Diligence Requirements for Financial
Institutions).
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As a result, commodity traders may need to undertake KYC procedures as a
contractual or counterparty-driven requirement, rather than as a statutory obligation
imposed directly on them.

New York

New York does not impose KYC obligations on commodity traders themselves. However,
the NYDFS maintains particularly stringent AML/KYC supervisory expectations for
banks, money transmitters, and other regulated financial institutions.'*® Because a
significant share of commodity trading activity relies on New York-regulated financial
institutions—particularly for trade finance, payments, hedging, and clearing—
commodity traders often face indirect KYC requirements driven by these institutions’
compliance obligations.

Texas

Research did not reveal the existence of state-level KYC rules beyond federal
requirements. Commodity traders operating in or through Texas appear to encounter
only the indirect KYC obligations generated by federally regulated banks and
intermediaries.

4.3. Duties relating to anti-money laundering

Federal

Commodity traders in the United States are not directly subject to anti-money
laundering (AML) obligations under the BSA, solely by virtue of engaging in commodity
trading. Rather, direct AML obligations arise only where a trader falls within a
regulated category—such as acting as a bank, broker-dealer, money services business,
or other “financial institution”'>”—or where the trader is engaged in covered activities as
a dealer in precious metals, precious stones, or jewels. ¢

Commodity traders may face indirect AML exposure when their transactions
intersect with BSA-regulated intermediaries. In particular, U.S. banks and other
regulated financial institutions involved in trade-finance transactions are required to
conduct AML reviews of commodity traders and their counterparties. This review
commonly includes scrutiny of underlying trade documentation—such as invoices,
shipping records, bills of lading, warehouse receipts, and letters of credit. Transactions
presenting elevated risk—such as unusual routing, complex re-export structures,

% NYDFS, Transaction Monitoring and Filtering Program Requirements (23 NYCRR § 504).

%7 31 USC § 5312. Large trading groups with CFTC-regulated entities (e.g., Futures Commission Merchants or
Introducing Brokers within the corporate family) must comply with AML programs applicable to those affiliates,
including suspicious-activity monitoring and recordkeeping. See, 31 CFR §§ 1026.210 and 1026.320 (requiring futures
commission merchants and introducing brokers to maintain AML programs and to monitor for and report suspicious
activity through Suspicious Activity Reports).

%8 31 CFR § 1027.210 (AML program requirements for dealers in precious metals, precious stones, or jewels).
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related-party arrangements, or counterparties located in high-risk jurisdictions—may
also trigger enhanced due-diligence measures by these institutions.’®

New York

New York imposes no AML obligations directly on commodity traders, but NYDFS’s AML
framework—especially the Transaction Monitoring and Filtering Program Rule (23
NYCRR 8§ 504)—requires banks and financial institutions operating in New York to apply
heightened scrutiny to trade-finance transactions. Commodity traders transacting
through New York-regulated institutions are therefore subject to comparatively intensive
indirect AML review.'®°

Texas

Texas imposes no additional AML duties beyond the federal baseline. Commodity
traders operating in or through Texas are subject to AML scrutiny only to the extent that
their transactions involve federally regulated financial institutions or other covered
intermediaries.

4.4. Lending of money

U.S. law does not prohibit commodity traders from lending money to foreign
governments or state-owned enterprises (SOEs). Research did not identify any general
federal or state restriction on such financing, which is treated as a commercial activity

rather than a regulated banking function under U.S. law. However, several legal
constraints are relevant in practice. These include:

e OFAC Sanctions: U.S. firms may not lend to governments, SOEs, or agencies that are
subject to U.S. sanctions (e.g., Iran, Russia, Venezuela, Cuba, North Korea) or to entities
owned 50 percent or more by sanctioned persons. Sanctions restrictions apply regardless
of the form of financing (loans, prepayments, or other credit instruments).®"

e FCPA and Anti-Corruption Constraints: Financing arrangements involving foreign
governments or SOEs may trigger exposure under the FCPA, especially where the
structure includes: commissions or intermediaries, rebates or discretionary payments,
preferential pricing, or other mechanisms that could be construed as providing a benefit
to a foreign official (including officers or employees of SOEs)."®?

¢ Banking-Law Boundaries: Commodity traders may extend credit as part of commercial
transactions, including trade-finance and prepayment arrangements, but may not engage
in regulated banking activities such as deposit-taking or engaging in lending activities that
require a banking charter.'®®
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See generally, FATF and Egmont Group, Trade-Based Money Laundering: Risk Indicators, (18 March 2021).

23 NYCRR § 504.

See generally, U.S. Department of the Treasury, Office of Foreign Assets Control, Basic Information on OFAC and
Sanctions (OFAC, updated 21 August 2024) https://ofac.treasury.gov/fags/topic/1501 accessed 5 December 2025.
U.S. Department of Justice, Foreign Corrupt Practices Act (Criminal Division) https://www.justice.gov/criminal/criminal-
fraud/foreign-corrupt-practices-act accessed 5 December 2025.

See generally, 12 USC § 378(a) (prohibiting, inter alia, unlicensed entities from engaging in the business of receiving
deposits); Bank Holding Company Act, 12 USC § 1841(c) (defining "bank” as an entity that both accepts demand
deposits and makes commercial loans); and Office of the Comptroller of the Currency, Activities Permissible for
National Banks and Federal Savings Associations, Cumulative (October 2017) https://www.occ.gov/publications-and-
resources/publications/banker-education/files/activities-permissible-nat-banks-fed-savings-associations.html accessed

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



&9 scnat

swiss academy of sciences

New York

No additional restrictions on commodity-finance arrangements involving foreign
governments or SOEs were found in NY Law. New York law is, however, frequently
chosen as the governing law for structured finance and prepayment contracts because
of its well-developed commercial jurisprudence and predictability in cross-border
transactions.

Texas

No additional restrictions on commodity-finance arrangements involving foreign
governments or SOEs was found in Texas Law. Commercial financing arrangements
remain governed by general contract law and federal compliance requirements.

17 December 2025.
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UNITED KINGDOM (LONDON)

By John Curran, Swiss Institute of Comparative Law

1. Introduction to role of commodity trading activities within
the overall legal framework

1.1.  Amount/type of commodity trading

London has long been a leading world hub for commodity trading. Its geographic
location, rich history and expertise in commodity trading, stable social and political
environment and respected legal system and regulatory bodies all contribute to its
success. In recent decades, it has also been recognised as the leading global city for
carbon trading. It is home to a number of international commodities exchanges and
trade associations, particularly in the fields of metals and agriculture. Many standard
form contracts offered by these bodies are governed by English law.'®

London has historically been dominant in metals markets. The London Metal Exchange
(LME), formed in 1877, is the world centre for the trading of non-ferrous metals, totalling
$18.5tn in 2024.7%° A large proportion of trading in precious metals, such as gold and
silver, also takes place in over-the-counter (OTC) trading as part of a framework
established by the London Bullion Market Association (LBMA).

Other London-based international commodity organisations exist in the field of
agriculture. These include the International Coffee Organization, the Grain and Feed
Trade Association (GAFTA), the Refined Sugar Association (RSA) and the Federation of
Seeds and Fats Association (FOSFA). It is estimated that 85% of the global trade in oils
and fats is traded under FOSFA contracts,'®® while 80% of global trade in grains is traded
under GAFTA contracts.’®’

The United Kingdom (UK) is also one of the world’s main derivatives centres, providing
benchmarks for the pricing of commodities internationally as well as serving the risk
management needs of a wide range of market participants, including producers of
commodities.’® In addition to its leading role in OTC interest-rate derivative trading,
important UK-based commodity derivatives exchanges include the Intercontinental
Exchange (ICE) (ICE Futures Europe) (the largest regulated energy futures exchange in

¢4 See GAFTA, Contracts, available at https://www.gafta.com/contracts/ (05.11.2025); for LME, see the example of cobalt:
Contract specifications, available at https://www.Ime.com/en/Metals/EV/LME-Cobalt/Contract-specifications
(05.11.2025); FOSFA, Contracts, available at https://www.fosfa.org/contracts/ (05.11.2025).

15 LME, Trading, available at https://www.Ime.com/en/Trading (05.11.2025).

166 FOSDA, About us, available at https://www.fosfa.org/about-us/ (05.11.2025).

17 GAFTA, Contracts, op. cit.

%8 Financial Conduct Authority, Policy Statement - PS25/1: Reforming the commodity derivatives regulatory framework,
February 2025, available at https://www.fca.org.uk/publication/policy/ps25-1.pdf (05.11.2025), para. 1.1.
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Europe), the London Stock Exchange (providing access to a diverse range of
commodities through Exchange Traded Commodities (ETCs)) and the LME. It may be
noted that ICE Futures Europe has hosted over three billion trades of carbon credits,
considered as intangible commodities, over the past two decades.®®

1.2, The relative importance of trade in physical commodities

References to trade in physical commodities and in commodity derivatives are often
used interchangeably in literature, and commodity trading houses engaged in the
production and/or sale of commodities are also frequently involved in the trading of
commodity derivatives. This, along with disparately compiled data on trade in physical
goods and financial instruments, means it can be difficult to determine the relative
importance of trade in derivatives and the underlying commodities in a particular
jurisdiction.

That said, the value of trade in commodity derivatives in the UK is understood to be
significantly higher than in physical commodities. At the LME, for example, less than
5% of all the contracts traded result in the actual delivery of the sold goods.”°

Physical commodities are traded in the UK for ‘spot settlement’ or as a ‘spot
transaction’.’”" Although organised markets for spot settlement of certain commodities
continue to exist outside the UK, there are currently none in the UK. Instead,
commodities traded for spot settlement are done so OTC in the UK. This means that
unlike exchange-based traders, OTC traders trade commodities through bilateral and
private trading contracts, with their transactions resulting in physical deliveries. Some
market associations, such as the LBMA (in relation to gold and silver bullion) and the
London Platinum and Palladium Market (LPPM) provide an institutional framework for
OTC spot trading for precious metals."”?

Markets for the trading of commodity derivatives, on the other hand, are more
diverse. They are characterised by a variety of organisation and regulatory oversight,
ranging at one end from organised markets known as ‘recognised investment exchanges’
(RIE)"® to what are known as multilateral trading facilities (MTF),"”* various forms of

%9 See City of London, The UK’s role in building global high-integrity carbon markets, available at

https://www.theglobalcity.uk/sustainable-finance/opportunities/carbon-markets (05.11.2025). Carbon trading is
discussed in more detail in section 3.2. of this country report, below.

Stefan Leins (26 Sep 2024): Beyond mining: physical commodity traders, market intermediation and the role of (de-
Jcoupling, Journal of Cultural Economy, OI: 10.1080/17530350.2024.2393170, available at https://boris-
portal.unibe.ch/server/api/core/bitstreams/f9db3bba-6415-4a5¢c-97a9-6ad55caed3aa/content (10.11.2025), at p.11.
71 See Michael Blair KC, George Walker, Stuart Willey (eds.), Financial Markets and Exchanges Law, 3™ edition, 2021,
Oxford University Press, at paras. 11.04 and 11.44 to 11.46.

Ibid, at para. 11.47. This is discussed in section 4.1. of the present country report, below.

See section 2.2.2. of this country report, below.

MTFs are electronic trading venues established under the European Union’s MiFID rules (see section 2.2.1. of this
country report below).
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cleared OTC trading'’® to — at the other end - ‘pure’ OTC trading.’”® Where physical
commodity traders trade ‘on the market’ in organised markets (previously known as
‘exchanges’) rather than OTC, they do so using derivatives in the form of futures
contracts.””’ It is the trading of these types of financial instrument which explain why the
value of trade in commodity derivatives in the UK is far greater than that of physical
commodities.

1.3. Role of contract law in commodity trading

As mentioned above, the trading of physical commodities takes place OTC through
bilateral and private trading contracts, usually subject to English law and with
enforcement by English courts.

However, market associations such as the LBMA have developed template
agreements in relation to the spot trading of relevant commodities as a way of
setting standards for the terms under which transactions are conducted.'”® Where the
counterparties are physically located in the UK, such agreements are usually subject to
English law and enforceable by English courts."”® Although market associations are
known to support and promote sustainability and responsible sourcing, we have seen
no examples of the contracts themselves specifically addressing sustainability-
related interests.

Many of the London-based international commodity organisations, such as GAFTA, also
subject their standard contracts to English law and provide for English courts to have
exclusive jurisdiction in cases of dispute. Again however, these are not known to
specifically address sustainability-related interests.

Transactions which, on the other hand, take place on exchanges are based on
standardised contracts provided by the exchange itself.”® These contracts - usually in
relation to commodity derivatives - are subject to the rules and regulations of the
respective exchange' and typically will provide for referral to arbitration in cases of
dispute. Where arbitration is not included and English law applies, the courts have
exclusive jurisdiction to settle disputes. The exchange contracts are not known to
address sustainability-related interests.

75 Namely, where a central counter-party interposes itself between the two counter-parties to the transaction to reduce

risk, increase transparency and ensure the trade settles reliably.
76 Ibid, para. 11.54.
77" Namely, the obligation to buy or sell a standard quantity of a specified asset on a set date, at a fixed price agreed
today.
See for example, LBMA, A Guide to the Loco London Precious Metals Market - 15. Documentation, available at
https://www.lbma.org.uk/publications/the-otc-guide/documentation (10.11.2025).
79 See, for example, The 1994 International Bullion Master Agreement (IBMA) - The Guide, June 1994, available at
https://www.newyorkfed.org/medialibrary/microsites/fmlg/files/fmlg 1994 bullion.PDF (10.11.2025), p. 19.
See, for example, LME, Contract types, available at https://www.Ime.com/en/trading/contract-types (10.11.2025).
See, for example, LME, London Metal Exchange Rules and Regulations, dated 2 April 2024, available at
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https://www.Ime.com/-/media/Files/Company/Market-regulation/Rulebook/Previous-releases/Rulebook-as-of-April-
2024.pdf(10.11.2025).
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Given the common application of English law in commodities contracts, there have
been numerous cases before English courts involving disputes in relation to trade in
commodities.’® We have seen no evidence however that court rulings relate to
contract-based sustainability-related interests.

2. Introduction to the commodity trading framework

2.1. Definition of “"Commodity”

There is no legal definition of “commodity” provided by UK law or regulations. As
mentioned above, physical commodity trading (as well as certain trading in commodity
derivatives) is undertaken on the OTC market, and the private nature of OTC transactions
means they are not usually subject to direct regulation.

Moreover, commodities traders who are not financial companies are also subject to less
oversight than financial firms. As will be seen however, derivatives and commodities
dealers carrying out OTC transactions may be subject by the UK financial regulator to
certain licensing requirements, conduct of business rules and other supervision.

Unlike the OTC market, commodities transactions on an exchange market, which are
mainly derivative trades,'® are heavily regulated both by the UK financial regulator as
well as to a significant degree by the exchange itself.'

2.2, Licensing requirements specifically for commodity traders

2.2.1. National regulator licensing requirements

The trading of physical commodities alone is not generally considered to be a
regulated activity and does not require a specific licence. The trading of commodity
derivative instruments, on the other hand, does fall within the scope of UK regulation
and, unless an exemption applies, will require approval from the UK’s financial
regulator, the Financial Conduct Authority (FCA).'®

Licensing requirements in the UK principally derive from the European Union’s
MiFID"® framework, transposed and implemented in the UK by a combination of FCA

182 See, for example, HFW, Commodities Case Update - 17" edition, September 2024, available at

https://www.hfw.com/app/uploads/2024/09/006356-Commodities-Case-Update-Sep-24.pdf (11.11.2025).

As none of the regulated markets in London provide for the spot trading of commodities, such transactions almost
entirely concern commodity derivatives. Some exchange members use exchange-derived prices of the physical
commodities for their OTC trades and physical commodities may be traded outside of the exchange market
simultaneously with a futures contract, such as the Exchange for Physicals (EFP) process offered by ICE Futures Europe.

183

8 See section 2.2.2. of this country report, below.

For more detail on the FCA, see section 2.3. of the present country report, below.
Namely, the Markets in Financial Instruments Directive (No. 2017/565) (known as MiFID Il) and Markets in Financial
Instruments Regulation ((EU) 2014/600) (known as MiFIR).
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Handbook rules,'® legislation and directly applicable EU regulations. Following Brexit,
this became the UK MiFID framework. Under the framework, persons providing
investment services or performing investment activities as a regular occupation or
business on a professional basis are investment firms and are required to be authorised
by the FCA, unless they are exempt. A person is only required to be authorised where
they are providing an investment service or performing an investment activity in
relation to a financial instrument, such as commodity derivatives. For such investment
firms, the UK MiFID framework sets out requirements in a number of broad areas,
including:

e Conditions and procedures for authorisation;
e Organisational requirements, including rules on handling of client assets;
e Conduct of business requirements;

e Pre- and post-trade transparency requirements when dealing OTC in financial
instruments;

e Transaction reporting.'®®

For commodity derivatives traders, however, an important feature of the UK MiFID
framework is that UK and non-UK commercial users or producers of commodities can
benefit from an exemption. The ancillary activities exemption (AAE) to the
requirement to be licensed by the FCA may apply if commodity derivative trading is
secondary to the trader’s main commercial activities.®®

The FCA is currently reforming the commodity derivatives regulatory framework,
and the majority of the new rules and guidance will come into force on 6 July 2026."*°
Changes are being introduced in relation to key pillars of the framework, namely:
position limits, exemptions from those limits, position management controls, the
position reporting regime and the test for qualifying for the AAE. Changes to the test for
qualifying for the AAE are principally aimed at simplifying the complex calculations
behind qualifying for the AAE and it is expected that most non-financial firms currently
benefitting from the AAE would continue to qualify under the new threshold test.™’

187 FCA Handbook, available at https://handbook.fca.org.uk/handbook (12.11.2025). The Handbook is a set of regulatory
standards which must be followed by regulated financial service providers in the UK. Although not constituting
legislation, its provisions represent a consolidated collection of legal instruments issued by the FCA, and a failure by

regulated firms to comply can lead to enforcement action such as the withdrawal of authorisation and monetary fines.
8 See FCA, Regulation of markets in financial instruments, last updated 11 August 2023, available at
https://www.fca.org.uk/markets/regulation-markets-financial-instruments (12.11.2025).
The AAE is relied upon by non-financial companies in the UK and abroad which operate in commodity sectors such as
agriculture, energy and mining and which trade in UK commodity derivative markets. Certain conditions must be
satisfied in order to qualify for the AAE, as well as an annual test aimed at determining if the non-financial firm's activity

in commodity derivatives is ancillary to the main activities. This test has recently been revised in order to simplify the

189

complex and costly calculations and to provide more legal certainty on how non-financial firms qualify for the AAE.
See FCA, Reforming the commodlity derivatives regulatory framework, Policy Statement PS25/1, February 2025,
available at https://www.fca.org.uk/publication/policy/ps25-1.pdf (12.11.2025).

See M. Kapotwe, N. Keswani and E. Parker, Energy, Mining and Agriculture Regulatory Update: UK Consults on
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Licencing Exemptions for Commodity Derivatives, Mayer Brown, 20 August 2025, available at
https://www.mayerbrown.com/en/insights/publications/2025/08/energy-mining-and-agriculture-regulatory-update-uk-
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2.2.2. Trading venue requirements

Another important aspect of the regulatory framework affecting access and admission
of financial instruments in commodity trading markets are rules concerning trading
venues. Although there are three types of trading venues (regulated markets, multilateral
trading facilities (MTF) and organised trading facilities (OTF)), most commodity derivative
trading is concentrated on regulated markets (or ‘exchanges’).

In the UK, there are now three regulated markets that offer trading in commodity
derivatives, known as ‘recognised investment exchanges’ (RIEs): the LME, the LSE,
and ICE Futures Europe.’? RIEs are essentially viewed as front-line regulators of the
markets they operate. They are given an exemption from the usual pre-authorisation
requirement imposed on those engaged in regulated investment activity, provided they
remain within the boundaries of their exemption.'® They must, however, be able to
satisfy the recognition requirements of the FCA. These requirements, based on the EU’s
MiFID framework and supplemented by UK-specific rules, place obligations on the RIE
in a range of areas, including: management, organisation, financial resources,
safeguards for investors, access of market participants, admission of financial
instruments to trading (including transparency obligations), discipline, complaints, and
supervision of the RIE."* The RIE must demonstrate that it (as a market operator) and
the systems of the regulated market comply with these requirements.’®

Individuals and companies trading on the LME, for example, must become LME
members. This requires demonstrating relevant metal industry experience, financial
stability and good reputation. Members must also follow the LME’s rules, including in
relation to responsible sourcing and trading practices.' Their role has taken on
increased importance as part of the current reforms to the commodity derivatives
regulatory framework (see above) with primary responsibility for setting positions limits
being transferred from the FCA to trading venues going forwards. Of relevance to OTC
trading, the FCA’s final rules also provide trading venues with a power to require their
members to report on OTC position data.

consults-on-licencing-exemptions-for-commodity-derivatives (10.12.2025).

Note that the London International Financial Futures and Options Exchange (LIFFE) became part of ICE Futures Europe
in 2014 and another, Euronext, ceased its RIE activities in 2020. The LSE provides for trading in ETCs.

FCA, Regulating the commodity markets: a guide to the role of the FCA, February 2014, available at
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https://www.fca.org.uk/publication/finalised-guidance/guide-to-commodity-markets-regulation.pdf (12.11.2025), at
p.3.

See Martin Liebi and Jerry W. Markham (eds.), Regulation of Commodities Trading, 2020, Oxford University Press, at
paras. 3.19 to 3.37 and paras. 3.200 to 3.229.

FCA, Our regulatory focus on commodity markets, last updated 14 December 2022, available at
https://www.fca.org.uk/markets/commodity-markets/regulatory-focus (12.11.2025).

LME, Regulation, available at https://www.Ime.com/about/Regulation (12.11.2025). See section 4.1. of this country
report, below.
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2.3. Supervisory authority specifically for commodity traders

There is no supervisory authority exclusively overseeing commodity traders, but the
FCA may oversee firms trading commodities in its regulation of financial service
providers.

The FCA was established by statute in 2013 under the Financial Services Act 2012."’
Itis structured as a company limited by guarantee and operates as a public body
independent of government and funded by fees charged to regulated firms. The FCA
is nevertheless accountable to the UK government’s department of finance, the
Treasury, as well as the UK Parliament, and it must report each year on its progress as
well as appearing before parliamentary committees.'® Its wider purpose is maintaining
the proper functioning and integrity of relevant UK financial markets and — more recently
—facilitating the international competitiveness of the UK economy in the medium to long
term.

As the regulator of financial services firms in the UK, the FCA’s scope may, unless
exceptions apply, include financial firms involved in the trading of commodities.

24. Economic sanctions regimes

The UK’s sanctions regime is principally set out in the Sanctions and Anti-Money
Laundering Act 2018."*° The types of sanctions covered include financial sanctions
and trade sanctions, and these may include trading in commodities.

Financial sanctions involve restrictions on a designated person’s financial assets, and
this can include wider restrictions on investment and financial services. “Financial
services” in relation to which sanctions may be applied are defined as including
“financial trading”, and this means “[...] trading for own account or for account of
customers, whether on an investment exchange, in an over-the-counter market or
otherwise in financial products.”?®

3. General sustainability development regulatory framework

3.1. Supply chain regulation

UK regulation in relation to supply chains and supply chain due diligence remains light.
The approach of recent UK governments has been to rely upon businesses to self-
regulate on a voluntary basis and implement supply chain due diligence in line with

7 Financial Services Act 2012, available at https://www.legislation.gov.uk/ukpga/2012/21/contents (24.11.2025), which

amended the Financial Services and Markets Act 2000 (FSMA 2000), available at
https://www.legislation.gov.uk/ukpga/2000/8/contents (24.11.2025).
FCA, Reporting to Treasury and Parliament, last updated 1 August 2025, available at
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https://www.fca.org.uk/about/how-we-operate/reporting-treasury-parliament (13.11.2025).

Sanctions and Anti-Money Laundering Act 2018, available at https://www.legislation.gov.uk/ukpga/2018/13/contents
(13.11.2025).

20 Sanctions and Anti-Money Laundering Act 2018, ibid, sections 61(1)(b)(vi) and (2).
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United Nations (UN) or Organisation for Economic Cooperation and Development
(OECD) guiding principles. There have, however, been a limited number of legal duties
placed on companies and company officers in relation to sustainability considerations
which have been introduced by legislation in recent decades.

The Companies Act 2006 (CA 2006)>

o The CA20062°?requires the company director of a UK-registered company to promote
the success of his or her company by “having regard” to a range of matters,
including the impact of the company’s operations on the community and the
environment as well as the desirability of the company maintaining a reputation for
high standards of business conduct.

o The CA 2006 also imposes reporting requirements in relation to sustainability
matters. For quoted companies, whose shares can be bought or sold on a RIE, a
requirement to produce a strategic report as part of an annual directors’ report
specifically includes an obligation to provide information on environmental
matters (including the impact of the company’s business on the environment),
social and community issues and human rights issues.?*®

o A separate obligation, in effect since 2016, derived from EU law to include — a non-
financial and sustainability information statement also applies to UK-registered
companies with turnovers of more than £500 million. Such a statement must include
information in relation to the company’s development, performance with regard to
environmental matters, the company’s employees, social matters, respect for human
rights, and anti-corruption and anti-bribery matters.?%

The Modern Slavery Act 2015%°° requires large companies active in the UK to produce an
annual statement setting out the steps they have taken to prevent slavery and human
trafficking in their business and supply chains. This applies to corporations (wherever
incorporated) or partnerships which supply goods or services and which have a minimum
global (“total”) annual turnover.2% The statement must set out what steps they have taken
during the previous financial year to ensure that modern slavery is hot occurring in their
supply chains and in any part of its own business. The organisation does not have to
guarantee that the entire supply chain is slavery free. Rather, it must set out the steps it
has taken in relation to any part of the supply chain. If a business fails to comply, the
relevant government minister may bring civil proceedings in the High Court for an
injunction requiring the organization to comply.2°” A failure to comply may result in the
company being in contempt of court, punishable with an unlimited fine.

The Environment Act 2021°°® provides for a range of requirements to be placed on
businesses to help the UK government meet environmental sustainability goals. Legally
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CA 2006, available at https://www.legislation.gov.uk/ukpga/2006/46/contents (13.11.2025).

Ibid, section 172.

CA 2006, ibid, section 414C.

CA 2006, ibid, sections 414CA and 414CB.

Modern Slavery Act 2015, available at https://www.legislation.gov.uk/ukpga/2015/30/contents (18.11.2025), section

54.

This is currently £36 million: The Modern Slavery Act 2015 (Transparency in Supply Chains) Regulations 2015, SI 1833
of 2015, available at https://www.legislation.gov.uk/uksi/2015/1833/contents/made (15.12.2025), para. 2.

Ibid, section 54(11).

Environment Act 2021, available at https://www.legislation.gov.uk/ukpga/2021/30/contents (13.11.2025).

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



scnat

swiss academy of sciences

3.2.

binding targets, lasting for a minimum of 15 years and enforceable by a newly created
Office for Environmental Protection, are being introduced in relation to air quality,
biodiversity, water and waste reduction. Many of the actions required by the Act are,
however, yet to take place and rely on secondary legislation or other regulations before
implementation of the wider legal framework can proceed. Part of this includes plans to
address the UK supply chain links to illegal deforestation and the introduction of due
diligence requirements in relation to certain forest risk commodities (see section 4.1. of
this country report, below).

Energy regulation

The UK’s carbon trading framework includes the UK Emissions Trading Scheme (ETS)
and, from 2027, the UK Carbon Border Adjustment Mechanism (CBAM):

The ETS is a cap-and-trade system launched in 2021. It sets an overall emissions cap,
issuing allowances that companies can buy and sell to encourage decarbonization. .
Currently the ETS applies to the heavy industry, power and aviation sectors, covering
approximately 25% of UK territorial emissions.?°® Domestic shipping and waste sectors
will be added to the ETS from 1 July 2026 and 2028, respectively.

The CBAMwillintroduce a carbon price on certain imported goods, ensuring that overseas
carbon intensive products are subject to a carbon price comparable to that applied to UK
produced goods, preventing potential emissions displacement supporting global
emissions reductions.?'°

In addition to companies subject to the carbon trading framework, certain large
organisations in the UK must also comply with requirements set out in the Energy
Savings Opportunity Scheme (ESOS) and the Streamlined Energy and Carbon
Reporting (SECR) framework to report on energy usage:

The ESOS derives from 2014 European regulations, retained and adapted under UK law
following Brexit. It applies to large undertakings?'' in the UK and requires them to carry
out audits of their buildings, industrial processes and transport to identify cost-effective
energy-saving measures every four years.

The SECR framework?'? was introduced by the UK government in 2019, and requires
qualifying organisations to measure, report and disclose their energy use,

209

Department for Energy Security & Net Zero, Policy paper - UK Emissions Trading Scheme (UK ETS): a policy overview,

updated 4 November 2025, available at https://www.gov.uk/government/publications/uk-emissions-trading-scheme-

uk-ets-policy-overview/uk-emissions-trading-scheme-uk-ets-a-policy-overview (19.11.2025).

210

Department for Energy Security & Net Zero, Closed consultation - A policy framework to grow the market for low carbon

industrial products: consultation document, updated 10 September 2025, available at
https://www.gov.uk/government/consultations/growing-the-market-for-low-carbon-industrial-products-policy-

framework/a-policy-framework-to-grow-the-market-for-low-carbon-industrial-products-consultation-document

(19.11.2025).

21

Those which either: employ 250 or more people; have an annual turnover exceeding £44 million and an annual

balance sheet total over £38 million; or are part of a larger corporate group that meets these criteria. See The Energy
Savings Opportunity Scheme Regulations 2014 (SI 1643/2014) as amended, available at
https://www.legislation.gov.uk/uksi/2014/1643/contents (19.11.2025).

212

Established pursuant to The Companies (Directors’ Report) and Limited Liability Partnerships (Energy and Carbon

Report) Regulations 2018 (SI 1155/2018) available at https://www.legislation.gov.uk/uksi/2018/1155/contents/made
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greenhouse gas emissions and energy efficiency actions in their annual reports. The
framework applies to large UK-based organisations.?’® The elements that they must
disclose include total energy consumption, energy efficiency measures implemented
within the reporting year and direct greenhouse gas emissions (from owned or controlled
sources) and indirect emissions (namely, those from the generation of purchased energy).
Notably, they are also encouraged — but in most cases not obliged - to disclose supply
chain and business travel emissions (known as Scope 3 emissions).?'

3.3. Reducing poverty and inequality

The UK is one of the members of the OECD/G20 Inclusive Framework and in October
2021, was one of the more than 135 countries to reach agreement on the ‘Pillar Two’
component (known as the Global Base Erosion (GloBE)) rules, establishing a minimum
15% corporate tax rate on large multinational enterprises.

To implement the agreement, the UK government has introduced two new taxes
which apply to accounting periods beginning on or after 31 December 2023. These are
the ‘Domestic Top-up Tax’ (DTT) and the ‘Multinational Top-up Tax’ (MTT). UK legislation
from 2023, 2024 and 2025 are implementing the MTT and DTT as part of a phased
approach. The most recent law, the Finance Act 2025,2" also formally introduces the
legislation to bring the Undertaxed Profits Rule (UTPR)?'® into effect for periods starting
on or after 31 December 2024.

3.4. Good governance

Anti-money laundering (AML) regulation in the UK is based on three main laws:
e The Proceeds of Crime Act 2002 (POCA 2002) criminalises money laundering and provides

the framework for confiscating proceeds of crime. It also requires businesses to report
suspicious activity;

(19.11.2025).

23 Namely, those that meet two of the following criteria: annual turnover of £36 million or more; balance sheet total of
£18 million or more; 250 or more employees: para. 20B of Part 7A of Schedule 7 of The Large and Medium-sized
Companies and Groups (Accounts and Reports) Regulations 2008, SI No. 410 of 2008, as amended, available at:
https://www.legislation.gov.uk/uksi/2008/410/contents (15.12.2025).

214 See HM Government, Environmental Reporting Guidelines: Including streamlined energy and carbon reporting
guidance, March 2019, available at
https://assets.publishing.service.gov.uk/media/67161e8696deféd27a4c9ab3/environmental-reporting-guidance-secr-
march-2019.pdf (19.11.2025), definitions at pp.60-61 and tables from p. 50-58.

215 Finance Act 2025, available at https://www.legislation.gov.uk/ukpga/2025/8/contents (20.11.2025).

216 The UTPR is one of the enforcement mechanisms of the OECD's tax deal, acting as a backstop to another tool of the
Pillar Two framework, the Income Inclusion Rule (lIR) (requiring the jurisdictions of parent entities to account for top-up
tax), so that if not all top-up tax is allocated under an IIR, the liability to account for the top-up tax falls on the
jurisdiction where the constituent entities are located. See OECD Pillars, The Under-Taxed Payments Rule, available at
https://oecdpillars.com/pillar-tab/the-under-taxed-payments-rule/ (20.11.2025).
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e The Money Laundering, Terrorist Financing and Transfer of Funds (Information on the
Payer) Regulations 2017 (the 2017 Regulations),?'” as amended in 2019, implements the
EU’s 5™ Anti-Money Laundering Directive (5" AMLD);2'®

e The FSMA 2000,2"® amended in 2013, sets out the primary regulation for all financial
services in the UK, and establishes the FCA as the main AML regulator.

AML rules are enforced by several authorities. The FCA is the primary AML regulator,
overseeing institutions across the financial services industry, and with powers to
investigate money laundering offences. The UK’s tax authority, His Majesty’s Revenue
and Customs (HMRC), together with the Serious Fraud Office (SFO) and the National
Crime Agency (NCA) also enforce AML laws and investigate financial crimes alongside
the FCA. AML compliance in particular industries is also overseen by industry-specific
regulators, such as the Gambling Commission.

The tools to pursue foreigh corrupt business practices can principally be found in the
UK’s Bribery Act 2010.2%° Significantly, many of the offences under the Act have broad
jurisdictional reach. Jurisdiction is extended to offences committed in the UK and those
committed elsewhere but which retain a “close connection” to the UK. In cases where
bribery offences are committed in whole or in part in the UK, the nationality or place of
incorporation of the accused is irrelevant.

The SFO is the lead agency for investigating large and complex cases of corporate
bribery and corruption. It is reported that only a limited number of prosecutions have
been brought under the Bribery Act 2010,?*' but that a number of corporate
investigations are ongoing.?*> The latest report (2021) of the OECD on the UK’s
implementation of the OECD Anti-Bribery Convention stated that despite an increased
level of enforcement of foreign bribery laws, the total number of finalised and ongoing
cases relative to the UK economy remains relatively low.??* The SFO recently established
a taskforce with French and Swiss authorities to tackle international bribery and
corruption and also joined the International Anti-Corruption Coordination Centre

27 Money Laundering, Terrorist Financing and Transfer of Funds (Information on the Payer) Regulations 2017, available at

https://www.legislation.gov.uk/uksi/2017/692/contents (24.11.2025).

Note that much of the UK’s existing AML and counter-terrorism financing laws already resemble, and in some cases go

beyond, the EU’s 6" AMLD. The UK did not therefore transpose this Directive into UK law, although some aspects of it

have been adopted, such as expanding the list of predicate criminal offences and ascribing criminal liability to legal
persons, such as companies and partnerships.

219 Op. cit.

220 Bribery Act 2010, available at https://www.legislation.gov.uk/ukpga/2010/23/contents (24.11.2025).

221 Simmons & Simmons, Corruption Enforcement Tracker, 4 September 2025, available at

https://www.legislation.gov.uk/ukpga/2010/23/contents (24.11.2025).

See Simmons & Simmons, Corruption Enforcement Tracker, Updated as of May 2025, available at

https://assets.contentstack.io/v3/assets/blt3dedd56151f717{2/blt151fe32{63993a8c/68b9bb425{1488048308ada3/Co

rruption Enforcement Tracker.pdf (24.11.2025).

22 OECD, Implementing the OECD Anti-Bribery Convention - Phase 4 Follow-up Report - United Kingdom, 2021 update,
available at https://www.oecd.org/content/dam/oecd/en/publications/reports/2021/12/implementing-the-oecd-anti-
bribery-convention-phase-4-follow-up-report-addendum-united-kingdom e2%eec59/87c5%2a09%-en.pdf (24.11.2025),
p.8.

218

222

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



scnat

swiss academy of sciences

(IACCC) to enhance its intelligence and evidence gathering capacity with regard to
companies and individuals suspected of corruption overseas.?**

4, Specific regulations applying to commodity traders

4.1. Commodity trading and sustainable development legislation

The only sustainable development legislation set to specifically affect those dealing in
commodities is the - as yet unimplemented - Forest Risk Commodities (FRC) Scheme.
The FRC is provided for under the UK’s Environment Act 2021.??° Trading venues,
however, may require members who trade on their exchanges to comply with trade
venue rules, including in relation to sustainable development and supply chains.
Two of the more important examples of this on the London markets —the LME and LBMA
- are mentioned below.

4.1.1. The UK Forest Risk Commodities Scheme
During its COP26 presidency in 2021, the UK enacted the Environment Act 2021.%?¢ This,
among other objectives, seeks to curb deforestation linked to UK supply chains and its

FRC Scheme can be seen as the UK’s counterpart to the EU Deforestation
Regulation (EUDR).>’

4.1.1.1. Requirements

Schedule 17 of the Environment Act 202178 establishes three main obligations for
businesses that fall within its scope:

(a) Prohibition onillegal forest-risk commodities: Businesses are barred from using “forest
risk commodities” that have been produced in contravention of local land laws, including
both raw materials and derived products, in their UK commercial activities.??°

(b) Mandatory due diligence: Companies handling forest-risk commodities (or products
derived from them) must implement a due diligence system for each regulated
commodity. This system must:

e identify and obtain information about the commodity;

224 See Serious Fraud Office, SFO cracks down on corruption through international alliance, 26 June 2025, available at

https://www.gov.uk/government/news/sfo-cracks-down-on-corruption-through-international-

alliance#: ~:text=Since%20its%20launch%20in%202017%20the%20IACCC, profile%20investigations%20in%200over%20

40%20separate%20countries. (24.11.2025).

Environment Act 2021, op. cit.

26 Op. cit.

227 See UK Parliament, Introduction of Forest Risk Commodities regulations - Statement made by Steve Barclay, 12
December 2023, available at https://questions-statements.parliament.uk/written-statements/detail/2023-12-
12/hcws117 (24.11.2025).

228 Schedule 17 of the Environment Act 2021, op. cit., available at

https://www.legislation.gov.uk/ukpga/2021/30/schedule/17 (25.11.2025).

Ibid, at para. 2. Note that this is narrower than the EUDR, which extends to legal deforestation, requiring goods to be

deforestation-free and compliant with local laws, including human rights.
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e assess therisk that relevant local laws were breached in its production; and

e mitigate any identified risks.>*°

(c) Annual reporting: Companies must report annually on the steps taken to establish and
maintain their due diligence systems. To strengthen transparency, portions of these
reports will be made public.?*!

4.1.1.2. Scope

The FRC defines “Forest risk commodities” as commodities derived from living
organisms (e.g., plants or animals). Commodities such as ores—regardless of whether
their extraction involved illegal deforestation—are therefore outside of its scope. The
specific commodities covered are yet to be defined by secondary legislation issued by
the Secretary of State. In December 2023, the previous UK government confirmed that
the FRC Scheme would cover soy, cocoa, palm oil, cattle products (excluding dairy),
and products derived from them. The scope of this list is narrower than that under the
EU Deforestation Regulation (EUDR), which also includes coffee, rubber and wood.?*
There is no information on whether the current government will adopt the same list of
commodities.

The FRC Scheme applies to “regulated persons” involved in UK commercial
activities and meeting turnover thresholds set by secondary legislation. The definition
captures subsidiary undertakings but not individuals. Thresholds have not yet been
drafted, but proposals of the previous government indicated that the approach will be
narrower than that taken by the EU. In contrast to the EUDR, which applies regardless of
company size, the FRC Scheme proposal would only apply to businesses with a
global annual turnover threshold of over £50 million and there will be a possible
exemption for businesses using 500 tonnes or less of a given commodity annually.?*

The extent to which it willimpact on the work of commodity traders is not yet known
and will depend on the form in which the new government decides to implement the
Scheme. It should be noted that the EUDR, unlike the proposals for the UK’s FRC
Scheme, targets individuals as well as businesses and specifically applies to
“operators” and “traders”. It is likely that UK buyers will in practice need to comply with
the EUDR as they cannot assume that compliance with one scheme will amount to
compliance with the other.?** Some lawyers recommend that sales contracts may be
used to protect regulated persons from exposure to breaches of the FRC Scheme, and

20 bid, at para. 3.

B Ibid, at para. 4.

232 See Clyde & Co, Spotlight on deforestation regulations in the UK and EU, 21 February 2025, available at
https://www.clydeco.com/en/insights/2025/02/spotlight-on-deforestation-regulations-in-uk-eu (25.11.2025).

UK Parliament, Introduction of Forest Risk Commodities regulations - Statement made by Steve Barclay, op. cit.

John McNeilly and Reema Shour, The UK Forest Risk Commodities Regulations - an overview, Hill Dickinson, 21 August

233
234

2024, available at https://www.hilldickinson.com/insights/articles/uk-forest-risk-commodities-regulations-
overview#:~:text=The%20UK%20Forest%20Risk%20Commodities%20(FRC)%20regulations,and%200btain%20informa
tion%20about%20the%20relevant%20commodity (26.11.2025).
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this will mean requiring sellers to provide timely information in order to comply with due
diligence requirements.?3®

4.1.1.3. Enforcement

The government has indicated that a broad range of sanctions will be available for
breaches of the legislation, including failures to report. Schedule 17 of the Environment
Act 2021 allows for civil sanctions for non-compliance.?* It also enables criminal
sanctions, punishable by fines for failures to comply with civil sanctions and for
obstructing or failing to assist enforcement authorities.

4.1.1.4. Implementation

The FRC Scheme can only be implemented by detailed secondary legislation.
Following a consultation period which concluded in early 2022,%*” the former
government outlined the proposed scope of the Scheme in December 2023 but did not
publish an implementation timeline. A general election took place in the meantime, but
the new Labour Government has reiterated its support for the Scheme in both its
manifesto and post-election statements. It has been indicated that secondary
legislation will be forthcoming, but no draft legislation has yet been released and the
timeline for implementing the FRC Scheme remains uncertain.?3®

4.1.2. Standards for responsible sourcing in trade venue rules

Traders operating on the LME must not act in breach of the LME Rulebook, which
incorporates the LME’s Policy on Responsible Sourcing.>° This policy establishes
that a metal may only be listed as an LME ‘brand’, namely, a metal product that meets
strict requirements in relation to quality, shape and weight, but also standards on
responsible sourcing. The LME responsible sourcing programme mandates that all LME-
listed brands:

e implementthe OECD Due Diligence Guidelines for Responsible Supply Chains of Minerals
from Conflict-Affected and High-Risk Areas;

e maintain ISO 14001 environmental management system certification (or equivalent); and

e maintain ISO 45001 occupational health and safety management system certification (or
equivalent).

25 bid.

¢ Environment Act 2021, op. cit., Schedule 17, para. 13.

Department for Environment Food & Rural Affairs, Consultation on implementing due diligence on forest risk
commodities - Summary of responses and government response, June 2022, available at
https://assets.publishing.service.gov.uk/media/62971d70d3bf7f03667c658d/due-diligence-uk-supply-chains-
summary-of-responses.pdf (25.11.2025).

See Global Witness, Forest destruction rivalling the size of Liverpool caused by UK imports last year, 20 March 2025,
available at https://globalwitness.org/en/campaigns/forests/forest-destruction-the-size-of-liverpool-tied-to-uk-imports/
(25.11.2025).

See LME, LME Responsible Sourcing Handbook, available at https://www.Ime.com/-
/media/Files/About/Responsibility/Responsible-sourcing/Guidance-notes-and-webinar/LME-Responsible-Sourcing-
Handbook.pdf (26.11.2025).
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Significantly, these requirements fall on producers of the relevant brand metals
rather than traders themselves. The LME has the power to suspend or de-list brands
which fail to comply with relevant responsible sourcing standards. In January 2024,
it was reported that the LME planned to suspend or de-list 10% of its 435 listed metal
brands until their producers provided it with their responsible sourcing reports.
Producers of over 50% of LME-listed brands were required by the end of 2023 to submit
their reports, demonstrating implementation of the guidelines set by the OECD for
responsible supply chains for minerals from conflict-affected and high-risk zones.?*°

Likewise, membership of the LBMA — which coordinates activities on the OTC London
bullion market — means adhering, according to the LBMA Rulebook,?*' to the Global
Precious Metals Code.**?> This Code sets out the standards and best practice expected
from market participants in the global OTC wholesale market for precious metals. Itis
said to demonstrate integrity and transparency throughout the precious metals
supply chain. In particular, LBMA members must respect leading industry standards in
the conduct of their business, such as the OECD Due Diligence Guidelines for
Responsible Supply Chains of Minerals from Conflict-Affected and High Risk Areas.

Moreover, only refiners whose bars (such as gold bars or silver bars) have been
accredited by LBMA as meeting standards for trading on the OTC market appear in what
is known as the ‘Good Delivery List’.>*®* Adherence to these standards means market
participants adopting systems to demonstrate compliance with the LBMA’s
Responsible Sourcing Guidance, and this includes the LBMA Responsible Gold
Guidance, based on the OECD Due Diligence Guide, the US and Swiss Know Your Client
and the AML 2017 Regulations.?**

4.2, Duties regarding “know your customer”

There are no legal duties with regard to “know your customer” applying specifically to
commodity traders.

4.3. Duties relating to anti-money laundering

There are no specific AML requirements on commodity traders which go beyond
general AML regulations. Traders may be covered by AML regulations according to the

240 Reuters, LME to suspend 10% of listed metals brands until they submit responsible sourcing audit, 15 January 2024,

available at https://www.reuters.com/sustainability/Ime-suspend-10-listed-metals-brands-until-they-submit-
responsible-sourcing-audit-2024-01-15/(26.11.2025).

21 According to the LBMA's Rules for Members, v.2, June 2021, available at https://cdn.lbma.org.uk/downloads/LBMA-
Membership-Rules-July-2021.pdf (27.11.2025), see section 7.2 and Schedule 1.

2422 LBMA, Global Precious Metals Code, December 2022, available at https://cdn.lbma.org.uk/downloads/GPMC/Global-

Precious-Metals-Code-2022.pdf (27.11.2025).

By way of example, see the Good Delivery List for Gold, available at https://www.lbma.org.uk/good-delivery/gold-

current-list#- (15.12.2025).

244 Ibid, p. 38.
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exact nature of their activities; in particular, where they are authorised by the FCA or if
they fall into one of 9 business sectors and need to register with HMRC.2%

4.4. Lending of money

To our knowledge, UK-based commodity trading companies can lend money to foreign
governments and state-owned enterprises. This is a specialised and regulated activity that is
typically structured as ‘resource-backed loans’ or pre-financing arrangements rather than
ordinary bank lending. It may, however, amount to a regulated credit or investment activity, in
which case FCA authorisation and oversight, as well as and anti-money-laundering rules must
also be complied with.

5. Additional information

One prominent example from the UK of sustainability issues being raised in relation to
commodity trading supply chains is a story reported in February 2025 concerning
copper traded on the LME (although it should be noted that this was targeted at the
Exchange rather than commodities traders themselves). The Global Legal Action
Network (GLAN), a non-profit campaign organisation, and the London Mining Network
issued letters of complaint to the FCA and the LME alerting them to the risk that copper
produced at the Grasberg mine in West Papua, Indonesia and used in copper products
traded on the LME could constitute “criminal property” under POCA 2002. It is alleged
that environmental damage caused by the mine which also has an impact on local
communities, would qualify as a serious environmental offence in the UK. Despite
the LME having been made aware in 2024 of the risks of trading Grasberg copper
products, the LME has not delisted them as commodities on the Exchange.?*¢ There is no
available recent news on this story.

245 See Gov.uk, Guidance - Who needs to register for money laundering supervision, last update 23 August 2023, available

at https://www.gov.uk/guidance/money-laundering-regulations-who-needs-to-register (27.11.2025).

See London Mining Network, London Metal Exchange and the Financial Conduct Authority alerted to the risk of trading
copper from the Grasberg mine, 3 February 2025, available at https://londonminingnetwork.org/2025/02/Ime-fca-
alerted-to-risk-trading-copper-from-grasberg/ (01.12.2025).
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SINGAPORE

By Lance Ang Wen Pin, Singapore University of Social Sciences

1. Introduction to role of commodity trading activities within
the overall legal framework

1.1.  Amount/type of commodity trading

Singapore is a commodity trading hub, as the base for international trading for about
80% of the world’s largest entities in the energy, agriculture, and metals and mining
industries.?*” This is due in part to the tax incentives offered by the Enterprise Singapore
Board under the Global Trader Programme. Approximately 400 global traders in three
main commodity sectors (agri-commodities, energy, and metals and minerals) operate
under the programme. Together, they contributed to US$1.8 trillion in international
commodity trade in 2023.%%8 Singapore also aspires to be a hub for carbon trading. It is
the base for more than 150 carbon services and trading firms, the highest in Southeast
Asia.?* Under the Global Trader Programme, global trading companies which are
approved may enjoy a concessionary tax rate of 5%, 10% or 15% for up to 5 years, which
may be extended.?*°

1.2, The relative importance of trade in physical commodities

Trading in commodity futures and derivatives plays a complementary role to trade in
physical commodities to hedge pricing risks. For example, trading in rubber futures in
the Singapore Exchange (“SGX”) accounts for 90% of the international seaborne
derivatives market.?’

247 Ministry of Trade and Industry Singapore, ‘Written reply to PQ on commodity trading’ (5 June 2020), accessed 30
November 2025 <https://www.mti.gov.sg/newsroom/written-reply-to-pg-on-commodity-trading/>.

2% Enterprise Singapore, ‘Singapore’s role as commodity hub increasingly crucial amid rising geopolitical tensions: market
watchers’ (21 October 2024), accessed 30 November 2025 <https://www.enterprisesg.gov.sg/resources/media-
centre/news/2024/october/singapores-role-as-commodity-hub-increasingly-crucial-amid-rising-geopolitical-tensions-
market-watchers>.

249 Enterprise Singapore, ‘Carbon Services and Trading’ accessed 30 November 2025
<https://www.enterprisesg.gov.sg/grow-your-business/partner-with-singapore/trade/carbon-services-and-trading>.

20 ncome Tax (Concessionary Rate of Tax for Global Trading Companies) Regulations 2016.

21 Enterprise Singapore, ‘From rubber roots to risk management: Singapore's 60-year mastery of global trades’ (8 August
2025), accessed 30 November 2025 <https://www.enterprisesg.gov.sg/resources/media-centre/news/2025/august/from-
rubber-roots-to-risk-management-singapores-60-year-mastery-of-global-trades>.
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1.3. Role of contract law in commodity trading

General contract law applies to commodity trading contracts. The contract may also be
subject to legislation, such as the Sale of Goods (United Nations Convention) Act 1995
(which implements the United Nations Convention on Contracts for the International
Sale of Goods) or Sale of Goods Act 1979 unless excluded by the parties, as well as the
Incoterms.

Courts in Singapore are generally unwilling to interfere with the freedom of contract,
including those which concern sustainability- related interests.??

2. Introduction to the commodity trading framework

2.1. Definition of “"Commodity”

Under the Commodity Trading Act 1992, which covers spot commodity trading,?5?
“commodity” is defined as “any produce, item, goods or article that is the subject of any
— (a) commodity forward contract; (b) leveraged commodity trading; (c) contract made
pursuant to trading in differences; or (d) spot commodity trading, and includes an index,
a right or an interest in such commodity, and such other index, right or interest of any
nature as the [Enterprise Singapore] Board may, by notification in the Gazette, prescribe
to be a commodity; but does not include any produce, item, goods or article that is the
subject of a commodity futures contract and any index, right or interest in such produce,
item, goods or article”.?®*

Under the Securities and Futures Act 2001, which covers trading in commodity
derivatives, “commodity” is defined as “ (a) any produce, item, goods or article; (b)

any index, right or interest in any produce, item, goods or article; or (c) any index,
right, interest, tangible property or intangible property of any nature that is, or belongs to
a class of indices, rights, interests, tangible properties or intangible properties that s,
prescribed for the purposes of this definition, but does not include — (d) any produce,
item, goods or article that is, or that belongs to a class of produce, items, goods or
articles that is, prescribed not to be a commodity for the purposes of this definition; or
(e) any index, right or interest in any produce, item, goods or article that is, or that
belongs to a class of indices, rights or interests that is, prescribed not to be a commodity
for the purposes of this definition”.>s®

22 See eg Ok Tedi Fly River Development Foundation Ltd and others v Ok Tedi Mining Ltd and others

[2023] 3 SLR 155; [2022] SGHC 83.

23 This refers to the purchase or sale of a commodity at its current market or spot price that results in the physical delivery of
the commodity. s 2.

25459

Z552(1).
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2.2, Licensing requirements specifically for commodity traders

” <«

All persons acting as a “spot commodity broker”, “spot commodity broker’s
representative”, “spot commodity pool operator”, or “spot commodity pool operator’s
representative” require a licence from the Enterprise Singapore Board under the
Commodity Trading Act 1992, unless exempted.?*® Persons who carry on spot
commodity trading on their own account and do not solicit any funds from the public are
exempted from licensing.?®” Persons who solicit or accept orders for the purchase or
sale of any commodity by way of spot commodity trading for a customer are also

exempted from licensing where the person:
(i) is not a party to any contract for the purchase or sale of the commodity;
(i) does not carry the customer’s position, margin or account in its own books; and

(iii) does not accept money or assets from the customer as settlement of, or a margin for,
or to guarantee or secure any contract for any contract for the purchase or sale of any
commodity.?%®

The Commodity Trading Act 1992 was intended to eliminate “bucket shops”.?*° As stated
in the Singapore Parliament:

“* Bucket shops'are firms that entice the public to open trading accounts with them and
to grant them wide discretion to trade on the investors' behalf. Instead of trading with the
investors'interestin mind, the contractual terms are such that they favour the firms.
They may claim to effect transactions when they did not; or *~ churn, that is, make
repeated transactions to earn commissions, without regard to the interest of investors.
Investors are enticed with small initial profits but may end up losing their entire
investment.”?¢°

Separately, all persons carrying on a business in any regulated activity requires a capital
markets services licence from the Monetary Authority of Singapore under the Securities
and Futures Act 2001, unless exempted.?' Such regulated activities include dealing in
derivatives contracts in which the underlying thing includes a commodity.?®? The
conduct of other regulated activities such as fund management that involve commodity

2% .55 13A, 14A, Schedule.

27 Schedule, para 1(f).

28 Schedule, para 1(g).

29 Monetary Authority of Singapore, ‘Transfer of Regulatory Oversight of Commodity Derivatives From IE to MAS'
(Consultation Paper PO04 - 2012, February 2012), para 3.2.2.

260 Singapore Parliamentary Debates, Official Report (16 May 2001) vol 73 at col 1715 (Peter Chen, Acting Minister for Trade
and Industry).

261582

2625 2(1), Part 2 of Second Schedule.
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derivatives contracts may also be subject to licensing under the Securities and Futures
Act 2001.2%3

Providing financial advice (such as by making recommendations or research reports)
with respect to derivatives contracts in which the underlying thing includes a commodity
is also subject to licensing under the Financial Advisers Act 2001.2%

2.3. Supervisory authority specifically for commodity traders

The Commodity Trading Act 1992 is administered by the Enterprise Singapore Board.?® It
is a statutory board established pursuant the Enterprise Singapore Board Act 2018,
under which the relevant government Minister may give directions to the Board.* It
comprises at least 8 members who are appointed by the Minister.2¢”

Both the Securities and Futures Act 20012¢ and Financial Advisers Act 2001%¢° are
administered by the Monetary Authority of Singapore. It is a statutory board established
pursuant to the Monetary Authority of Singapore Act 1970 that is governed by the board
of directors appointed by the President, and that is required to inform the Government of
the regulatory, supervisory and monetary policies of the Authority.?”°

24. Economic sanctions regimes

Commodity traders in Singapore are subject to the sanctions introduced under the
United Nations Act 2001, which implements resolutions of the United Nations Security
Council, unless excluded.?”" They are also prohibited from entering into transactions in
connection with terrorists and terrorist entities, unless exempted by the Minister.?’2

Variable capital companies incorporated under the Variable Capital Companies Act
2018 and financial institutions are subject to the directions and regulations introduced
by the Monetary Authority of Singapore for the purpose of implementing resolutions of
the United Nations Security Council.?”®

2635 2(1), Part 2 of Second Schedule.

26455 2(1), 6, Second Schedule.

265552, 14.

266553, 7.

267 Enterprise Singapore Board Act 2018, ss 9, 10.

26855 2(1), 86.

26955 2(1), 10.

20553, 7.

2719

272 Terrorism (Suppression of Financing) Act 2002, s 2(1), 4, 6, 7, First Schedule
273 Financial Services and Markets Act 2022, s 15; Variable Capital Companies Act 2018, s 83.
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3. General sustainability development regulatory framework

The Singapore Green Plan 2030 was launched in February 2021 as a whole-of-nation
movement to promote Singapore’s sustainable development. It strengthens Singapore’s
commitments to the United Nations 2030 Sustainable Development Agenda and Paris
Agreement, and targets to achieve net zero emissions by 2050.?74

3.1. Supply chain regulation

The SGX Listing Rules were amended on 1 January 2025 to require listed issuers to make
mandatory ISSB-aligned climate-related disclosures (except Scope 3 greenhouse gas
emissions)?’® in the sustainability report for the financial year commencing on or after 1
January 2025. Issuers must disclose the other primary components of the sustainability
report on a “comply or explain" basis. The other primary components are the issuer’s
material environmental, social and governance factors; policies, practices and
performance; targets; sustainability reporting framework; and Board statement and
associated governance structure for sustainability practices.?’® Such disclosures must
be made in the issuer’s sustainability report that must be issued within 4 months (or, if
external assurance is conducted, 5 months) after the end of the financial year.?’” These
requirements apply to companies listed on the Singapore Exchange Securities Trading
Limited, which are enforced by the Singapore Exchange Regulation Pte. Ltd.?”® The
penalties for failure to comply are set out in the Singapore Exchange Regulation Pte. Ltd.
Listing Manual Enforcement Handbook, which may include private warnings, public
reprimands, etc.?’® Mineral, oil and gas companies are subject to additional disclosure
requirements under the SGX Mainboard Rules.?*°

Apart from the above, legislation pertaining to supply chains include the Environmental
Protection and Management Act 1999, which regulates, inter alia, the importation,
manufacture and sale of hazardous substances, and the supply of goods that require
greenhouse gas for their use or operation.?®' The Director-General of Environmental
Protection is responsible for administering the legislation.?8? Penalties for failure to
comply with the relevant requirements include fines and imprisonment.?®3 The

274 Singapore Green Plan 2030, ‘A City of Possibilities’ (5 December 2025) <https://www.greenplan.gov.sg/> accessed 15
December 2025.

275 SGX Mainboard Rules, r 711B, Practice Note 7.6, para 4.12; IFRS S1 General Requirements for Disclosure of Sustainability-
related Financial Information; IFRS S2 Climate-related Disclosures.

276 SGX Mainboard Rules, r 711B.

277 SGX Mainboard Rules, r 711A.

278 See also SGX Catalist Rules, rr 711A-711B.

2% para 5.4.

280 rr 749-750.

281 See further National Environmental Agency, ‘Legislation and International Law’ (3 January 2025), accessed 30 November
2025 <https://www.nea.gov.sg/corporate-functions/resources/legislation-international-law/legislation>.

%25 3(1).

835 27.
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Endangered Species (Import and Export) Act 2006 restricts the import, export and sale
of scheduled species without a permit.?®* The National Parks Board is responsible for
administering the legislation.?®® Penalties for failure to comply with the relevant
requirements include fines and imprisonment.2%¢

3.2. Energy regulation

Pursuant to the Carbon Pricing (Amendment) Act 2022, facilities required to pay carbon
tax may use eligible International Carbon Credits (“ICCs”) to offset up to 5% of taxable
emissions.?®” The eligibility criteria for ICCs are set out in the Carbon Pricing (Carbon Tax
and Carbon Credits Registry) (Amendment) Regulations 2023. There are four active
carbon exchanges, namely, ACX (AirCarbon Exchange), CIX (Climate Impact X), EEX
(European Energy Exchange AG), and ICE (Intercontinental Exchange, Inc).?%®

A carbon tax was introduced under the Carbon Pricing Act 2018, which is currently set at
S$25/tC0,e.®° Legislation pertaining to energy regulation includes the Energy
Conservation Act 2012, which prescribes energy efficiency requirements to reduce
environmental impact.

3.3. Reducing poverty and inequality

Singapore has accepted the Global Anti-Base Erosion (GloBE) Model Rules, which are
implemented under the Multinational Enterprise (Minimum Tax) Act 2024.

3.4. Good governance

Money-laundering is regulated primarily under the Corruption, Drug Trafficking, and
Other Serious Crimes (Confiscation of Benefits) Act 1992, along with, inter alia,

the Precious Stones and Precious Metals (Prevention of Money Laundering and
Terrorism Financing) Act 2019, Terrorism (Suppression of Financing) Act 2002, and
regulatory instruments issued by the Monetary Authority of Singapore under the
Financial Services and Markets Act 2022. Singapore’s money-laundering framework is

845 4(1).

855 3(1).

26 5 BA.

%87 Singapore's Carbon Markets Cooperation, ‘Singapore's International Carbon Credit (ICC) Framework’ (28 November
2025), accessed 30 November 2025 <https://www.carbonmarkets-cooperation.gov.sg/environmental-integrity/eligibility-
criteria/>.

288 Singapore Exchange, ‘Carbon Services and Trading’, accessed 30 November 2025
<https://www.enterprisesg.gov.sg/grow-your-business/partner-with-singapore/trade/carbon-services-and-trading>.

29 National Climate Change Secretariat, ‘Carbon Tax' (19 November 2025), accessed 30 November 2025
<https://www.nccs.gov.sg/singapores-climate-action/mitigation-efforts/carbontax/>.
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built upon three pillars: (a) Prevention; (b) Detection; and (c) Enforcement.?* Its anti-
money laundering strategy is supported by a strong legal regime, the use of technology,
public-private partnerships, as well as robust international cooperation.?®’

Singapore has ratified the United Nations Convention against Corruption.?*? Foreign
corrupt practices are governed by the Prevention of Corruption Act 1960, which applies
extra-territorially to cover corrupt acts by Singapore citizens outside Singapore.??
Foreign corrupt practices are pursued by engagement with foreign law enforcement
agencies under the Mutual Assistance in Criminal Matters Act 2000.2°* Singapore has a
reputation for its strong enforcement of corruption as part of its governance framework.
As the enforcement agency for corruption, the Corrupt Practices Investigation Bureau
operates independently and reports directly to the Prime Minister.?*® It reported a
conviction rate of 99% in 2022.%%

4, Specific regulations applying to commodity traders

4.1. Commodity trading and sustainable development legislation

In addition to the discussion above (in particular, Parts 3.1 and 3.2), the Resource
Sustainability Act 2019 provides for, inter alia, the management of electronic waste.
Amongst other requirements, producers of regulated products must be registered in
order to supply such products in Singapore, and are responsible for the collection and
proper treatment of the products on their disposal.?®” Regulated products include
batteries and solar panels.?*® The National Environment Agency is responsible for
enforcing the legislation and enforcement measures include the power to enter non-
residential premises to monitor compliance of the legislation.>°

2% Singapore Parliamentary Debates, Official Report (6 August 2024) vol 95 at col 1715 (Josephine Teo, Second Minister for
Home Affairs).

291 Corrupt Practices Investigation Bureau, ‘Singapore’s Law Enforcement Strategy to Combat Money Laundering’ accessed 6
December 2025 (October 2024)
<https://www.cpib.gov.sg/files/Singapore_s_Law_Enforcement_Strategy_to_Combat_Money_Laundering_2024.pdf>.

292 Corrupt Practices Investigation Bureau, ‘International Engagement’ (10 November 2025), accessed 30 November 2025
<https://www.cpib.gov.sg/who-we-are/our-work/international-engagement/>.

235 37.

294 See eg Teo Chu Ha (alia Henry Teo) v Public Prosecutor [2023] 5 SLR 1304; [2023] SGHC 130.

2% Corrupt Practices Investigation Bureau, ‘Singapore’s Corruption Control Framework’ (5 December 2025), accessed 6
December 2025 <https://www.cpib.gov.sg/about-corruption/prevention-and-corruption/singapores-corruption-control-
framework/>.

2% Corrupt Practices Investigation Bureau, ‘Public Vigilance Critical In Fighting Corruption’ (28 April 2023), accessed 6
December 2025 <https://www.cpib.gov.sg/press-room/press-releases/280423-public-vigilance-critical-in-fighting-
corruption/#:~:text=Central%20to%20the %20fight%20against,suspected%20wrongdoing%2C%20including%20anonymou
s%20reports.>.

297 Part 3.

2% Resource Sustainability (Prescribed Regulated Products) Regulations 2019, reg 3.

299 Resource Sustainability Act 2019, s 5, Part 7.
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4.2, Duties regarding “know your customer”

Depending on the type of entity and commodity trading involved, “know your customer”
obligations are set out under the Precious Stones and Precious Metals (Prevention of
Money Laundering, Terrorism Financing and Proliferation Financing) Act 2019,
Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits) Act
1992, and MAS Notice SFA 04-N02 to Capital Markets Intermediaries on Prevention of
Money Laundering and Countering the Financing of Terrorism.

Under the Precious Stones and Precious Metals (Prevention of Money Laundering,
Terrorism Financing and Proliferation Financing) Act 2019, for example, regulated
dealers must conduct prescribed customer due diligence measures prior to entering
into a designated transaction if it has reason to suspect money laundering or doubt the
accuracy or adequacy of information obtained, and other prescribed circumstances.®%
The type and extent of such customer due diligence measures depend on, inter alia, the
types of customers involved.*' For example, if the customer is an entity, the regulated
dealer must, inter alia, verify the customer’s legal form and the place where it is
constituted, and the identity of each beneficial owner.??

4.3. Duties relating to anti-money laundering

Where a person®® knows or has reasonable grounds to suspect that any property
represents the proceeds of criminal activity in the course of its business, it is required to
file a Suspicious Transaction Report with the Suspicious Transaction Reporting Office.®%
Further, no person is permitted to move physical currency or bearer negotiable
instruments exceeding S$20,000 (or the foreign currency equivalent) into or out of
Singapore unless it files a Cash Movement Report with the Singapore Police Force.®®
These requirements are generally applicable and not tied to any specific sector.

4.4. Lending of money

3005 16(1).

301516(2).

302 Precious Stones and Precious Metals (Prevention of Money Laundering, Terrorism Financing and Proliferation Financing)
Regulations 2019, Part 2.

303 This includes any natural or legal person. Interpretation Act 1965, s 2(1).

304 Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits) Act 1992, s 45(1).

305 Corruption, Drug Trafficking and Other Serious Crimes (Confiscation of Benefits) Act 1992, s 60(1); Corruption, Drug
Trafficking and Other Serious Crimes (Cross Border Movements of Physical Currency and Bearer Negotiable Instruments)
Regulations 2007.

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



3’

scnat

swiss academy of sciences

Under the Moneylenders Act 2008, no person is permitted to carry on the business of
moneylending in Singapore without a moneylender's license from the Registrar of
Moneylenders, unless that person is an “excluded moneylender” or exempted by the
Minister.2¢ An “excluded moneylender” would include persons which lend money for the
purpose of its business that does not have the lending of money as its primary object.3%’

5. Additional information

The material in this report is prepared for general information only and is not
intended to be a full analysis of the points discussed. This presentation is also not
intended to constitute, and should not be taken as, legal advice. Any reference to
any specific local law or practice has been compiled or arrived at from sources
believed to be reliable and no representation is made as to the accuracy, reliability
or completeness of such information.

30655 5(1), 91-92.
3079
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Hong Kong

By Prof Julien Laurent Chaisse, City University of Hong Kong

1. Introduction to role of commodity trading activities within
the overall legal framework

Commodity trading in Hong Kong is primarily contract-based, but the applicable legal
and regulatory requirements depend on how a transaction is structured. Key variables
include whether the trade is physical or derivative, OTC or exchange-traded, conducted
as principal or intermediary, and whether it involves cross-border elements. These
features determine the relevant licensing and conduct obligations, clearing and
margining arrangements, disclosure expectations, and record-keeping duties.

Alongside private-law enforceability (including collateral, set-off and close-out
mechanisms), firms must meet public-law compliance requirements: especially
AML/CTF controls, suspicious transaction reporting, sanctions screening, and
document retention. Market infrastructure (brokers, clearing participants, custodians,
warehouses and registries) can affect settlement finality and the protection/perfection
of proprietary interests.

Sustainability-related disclosure and product-labelling expectations increasingly
influence documentation and representations, particularly for carbon-linked
instruments and provenance claims. In addition, extraterritorial sanctions, supply-chain
measures and climate reporting regimes may apply to Hong Kong-linked transactions,
creating cross-border due diligence and conflicts-of-law issues.

This section maps those boundaries across transaction types and explains how
contractual principles interact with supervisory expectations in day-to-day trading.

1.1.  Amount/type of commodity trading

Commodity trading refers to the exchange of raw materials or primary goods, including
precious and industrial metals, non-renewable energy resources, and agricultural
products, on global markets, whether it be through their physical forms or derivatives.
Hong Kong, as a leading financial centre and one of the largest precious metal traders,
plays a vital role in facilitating commodity trade.

In recent years, trade flows for precious metals in Hong Kong have grown. Iron ore
remains a minor player, having contributed just 71.4 million United States dollars (USD)
in exports and 9.13 million USD in imports in 2023.2° However, the sharp rise in demand

308 OEC, "Which Countries Export Iron Ore? (2023)
<https://oec.world/en/visualize/tree_map/hs22/export/show/all/52601/2023> accessed 10 December 2025; OEC,
‘Which Countries Import Silver? (2023)'
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and cross-border trading activity in precious metals highlights the sector’s
predominance within Hong Kong’s commodity trade.3%°

Presently, Hong Kong has platforms for physical and financial trading of commodities,
with key traded commodities including precious metals and non-ferrous metals (copper,
aluminium, zinc, nickel, tin, and lead- i.e., London metal, and iron ore). The city also
plays host to Core Climate, a carbon trading platform, around 40 physical commodity
trading companies,®'° as well as the Hong Kong Gold Exchange (HKGX).

1.2, The relative importance of trade in physical commodities

As the only self-regulated spot commodities market in the city, the HKGX offers 3
different gold spot trading contracts and the Hong Kong Silver spot trading contract. In
contrast, while unregulated, banks, bullion dealers, and spot trading investment
companies offer a greater variety of precious metal trading products, including gold
bullion of different fineness, London silver, Zurich platinum, and precious metals.

On the financial side, exchange-traded products (including ETFs) linked to commodities
are listed and traded on The Stock Exchange of Hong Kong (SEHK) (operated by HKEX
Group), with units traded on-exchange like shares. These include ETFs linked to precious
metals (e.g., gold, silver and platinum), crude oil futures, iron ore futures, and carbon
futures. On the derivatives side, Hong Kong has only one SFC-recognised futures
exchange company: Hong Kong Futures Exchange Limited (HKFE) (a HKEX Group
subsidiary). HKFE offers commodity futures including gold futures and London Metal
Mini Futures ; HKEX/HKFE has also offered TSI Iron Ore futures, although HKEX circulars
dated 11 Dec 2025 indicate the TSl iron ore contract will be delisted from trading on
HKFE.

While demand for futures contracts in precious and non-ferrous metals has experienced
a precipitous decline over the past several years, transactional activities in physical
commodity trading markets have demonstrated relative resilience or even consistent
growth. HKEX Market Statistics suggest that while speculative interest in gold derivatives
has waned, physical gold continues to serve as a significant vehicle for trade and
investment.

<https://oec.world/en/visualize/tree_map/hs22/import/show/all/52601/2023> accessed 10 December 2025.
309 1n 2023, gold exports reached 40.3 billion USD,** while imports stood at 59.9 billion USD. Silver followed with around
4.69 billion USD in exports and 2.73 billion USD in imports. In 2024, while there was a slight drop in silver exports to
$4.42 billion, exports and imports for gold and imports for silver reached their highest levels during a five-year period
spanning 2020 to 2024 at around 56.6 billion USD, 65.5 billion USD, and 4.08 billion USD, respectively> for alldata see,
ITC | Trade Map, ‘List of Importers for the Selected Product - Product’
<https://www.trademap.org/Country SelProduct TS.aspx?nvpm=1%7c%7c%7c%7c%7c7108%7c%7c%7c4%7c1%7cl
%7c1%7c2%7c1%7c2%7c1%7c1%7c1>.
Transport and Logistics Bureau, 'Enhancement of Existing Tax Concessions for Maritime Service Industry and
Introduction of a Half-rate Tax Concessionary Regime for Commodity Trading Business’ (Legislative Council Panel on
Economic Development, June 2025) LC Paper No CB(3)1045/2025(05) 4
<https://www.legco.gov.hk/yr2025/english/panels/edev/papers/edev20250708cb3-1045-5-e.pdf> accessed 10
December 2025.

310

Swiss Academy of Sciences (SCNAT) - Swiss Alliance for Global Research Partnerships
House of Academies - Laupenstrasse 7 - P.O. Box - 3001 Bern - Switzerland - globalresearch.scnat.ch



3’

scnat

swiss academy of sciences

1.3. Role of contract law in commodity trading

Commodity trading in Hong Kong is often done by commodity futures trading contracts
or gold and silver contracts in spot or physical commodity trading for London gold. Thus,
contract law becomes important in protecting parties’ rights by ensuring these
contracts’ validity and that parties fulfil their contractual obligations. As such, the
principle of freedom to contract is deeply ingrained in the Hong Kong legal system, with
courts generally upholding a contract’s validity so long as it is for a legitimate purpose or
does not run afoul of public policy.

2. Introduction to the commodity trading framework

Hong Kong’s commodity-trading framework is best understood along two axes: (i) the
nature of the transaction (spot/physical sale and purchase of goods vs. financial
contracts such as futures, options and OTC derivatives that reference commodities) and
(ii) the role and execution channel (e.g., principal vs. agent/intermediary; OTC vs.
exchange-traded). These classifications determine whether an SFC licence/registration
is required and which regulator/supervisor has primary oversight.

Hong Kong does not generally regulate “commodity trading” as a standalone category.
Instead, the financial regulatory perimeter (primarily under the SFO) focuses on
regulated activities such as dealing in futures contracts and related derivatives activity,
including OTC derivatives (overseen jointly by the SFC and HKMA for the OTC regime).

By contrast, ordinary spot/physical commodity trading is generally not regulated by the
SFC (e.g., the SFC states that spot precious metals trading is not regulated by it).
Physical commodity flows may still be subject to targeted trade controls (notably
import/export licensing for strategic commodities under the Import and Export
Ordinance (Cap. 60), where licensing is administered by the Trade and Industry
Department and enforced by Customs), and to AML/CTF obligations where applicable;
including the DPMS registration and AML/CTF supervision regime under AMLO (Cap.
615) for dealers in precious metals and stones (in force since 1 April 2023)

2.1. Definition of “"Commodity”

No provision in the Securities and Futures Ordinance (SFO, Cap. 571) provides a
standalone, general definition of “commodity”. Instead, the SFO regulates financial
instruments and regulated activities whose return, settlement, or underlying reference
may involve commodities.®'" For example, Part 1 of Schedule 1 defines “structured
product” by reference to underlying subject matter that may include (among other

3" Hong Kong previously had a standalone Commodities Trading Ordinance (CTO, Cap. 250) (repealed on

commencement of the SFO, subject to savings/transitional provisions in SFO Schedule 10). The former CTO did
include a definition framework for “commodity”/“specified commodity” by reference to items specified in schedules,
but it is primarily relevant today only as historical background and for any transitional issues.
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things) “securities, commodity, index, property, interest rate, currency exchange rate or
futures contract” (including combinations and baskets). In the OTC derivatives regime,
an “OTC derivative product” is defined (in Schedule 1) by reference to “structured
product”, with specified exclusions (including spot contracts).

Accordingly, the current framework is contract-oriented: it regulates exchange-traded
derivatives (e.g., futures and options traded on a recognised futures market) and OTC
derivatives where a commodity may serve as the underlying reference. The same
approach is reflected in exchange rules. For instance, HKEX Group’s futures-market
subsidiary, Hong Kong Futures Exchange (HKFE), defines an “Exchange Contract” as “a
contract for a commodity approved by the Commission and the Exchange for trading on
a Market ...”, confirming that the regulated perimeter is framed around approved
contracts rather than the physical buying and selling of goods.

By contrast, spot/physical commodity transactions (meaning the direct sale and
purchase (and delivery) of goods) do not become “securities” or “futures” activities
merely because the goods are commodities. However, physical trade may still fall within
other statutory frameworks where applicable, including: (i) import/export controls on
strategic commodities under the Import and Export (Strategic Commodities)
Regulations (Cap. 60G), and (ii) trade and excise controls on dutiable commodities
under the Dutiable Commodities Ordinance (Cap. 109). These regimes are concerned
with trade, licensing, customs and revenue protection, rather than financial-market

regulation.

2.2, Licensing requirements specifically for commodity traders

The Securities and Futures Commission (SFC) acts as the supervisory authority for
individuals and entities that engage in regulated financial activities, including
commodity trading. On top of other guidelines,*'? the legal framework underpinning this
oversight can be found primarily under the Securities and Futures Ordinance (SFO),
which mandates the licensing or registration of entities or persons who engage in
regulated activities with the SFC, unless exempted.

Out of the ten types of regulated activities set out in Part 1, Schedule 5 of the SFO,
dealing in futures contracts (type 2), advising on futures contracts (type 5), and asset
management (type 9) remain the most pertinent for commodity trading. To complement
the statutory licensing regime, the SFC has promulgated codes and guidelines that
establish professional conduct, operational integrity, and supervisory oversight
standards, such as the Code of Conduct for Persons Licensed by or Registered with the
Securities and Futures Commission and the Guidelines on Competence.

Broadly speaking, authorised financial institutions, such as banks, must register with
the SFC if they (i) either promote their services on regulated activities vigorously to the

312 These include the Guidelines on Competence and the Fit and Proper Guidelines.
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public, or (i) engage in regulated activities, barring leveraged foreign exchange trading
and securities margin financing.®'® Similarly, a licence is required if an unauthorised
financial institution, which is incorporated in Hong Kong or registered with the Hong
Kong Companies Registry (i) performs any regulated activities or (ii) markets itself in
Hong Kong or elsewhere- either directly or indirectly through an agent- on the provision
of regulated activities-related services.?'* Individuals performing regulated activities on
behalf of a licensed unauthorised financial institution must be accredited as a licensed
representative.®'®

On top of applying the specific approval criteria that correspond to the applicant’s
category, when assessing whether to grant a licence or approve a registration, the SFC
will generally look at whether the applicants are fit and proper, based on information,
such as their reputation and their ability to perform the regulated activities competently,
equitably, and honestly.*'®

However, exemptions also apply. Employees of authorised financial institutions, when
carrying out regulated activities, only have to appear in the Hong Kong Monetary
Authority (HKMA)’s Register of Securities Staff of Authorised Institutions. Furthermore,
entities and persons registered or licensed to perform type 2 activities can engage in
types 5 and 9 activities without obtaining the additional licences, so long as the
performance of the latter two is secondary to futures dealings.?'” A similar exception
also exists for type 9 persons and entities, which are wishing to conduct types 2 and 5
activities.®'® Finally, if the transaction involves between a principal and professional
investors, or the client seeking for types 5 and 9 activity services and/or advice is the
financial institution’s wholly-owned subsidiary or holding company, or the latter’s
wholly-owned subsidiary, then a registration or licensing application is not mandated.?"®

2.3. Supervisory authority specifically for commodity traders

Hong Kong has no single supervisory authority dedicated specifically to commodity
traders. Oversight depends on the type of activity conducted.

2.3.1. Financial commodity contracts (futures, options, OTC derivatives)

The Securities and Futures Commission (SFC) is the statutory regulator established
under the Securities and Futures Ordinance (SFO, Cap. 571). The SFO mandates the
SFC to supervise recognized exchange companies, clearing houses, and exchange
controllers, and to regulate futures, options, and derivatives, including those with
commodity underlyings.

313 Securities and Futures Ordinance Cap 571, ss 114 (1), (2), 115.

314 ibid.

315 ibid ss 114(3), (4).
316 ibid s 129(1).

#17  ibid sch 5, pt 2.
318 ibid.

319 ibid.
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The SFC operates under a Board whose members are appointed by the Chief Executive
or, under delegated authority, by the Financial Secretary.

The SFC is an independent statutory body with powers conferred by the SFO. It exercises
operational independence and is funded mainly through levies and fees, although its
leadership and accountability are anchored in public-sector appointments.

The Hong Kong Futures Exchange (HKFE) functions as a recognized exchange company.
Its rulebook governs commodity futures trading on the recognized futures market under
SFC oversight. Hong Kong Exchanges and Clearing Limited (HKEX) is a recognized
exchange controller under the SFO and holds sole control over the local exchanges and
clearing houses. Changes in shareholdings, amendments to articles, and senior
appointments such as the chairman require approval from the SFC or the Chief
Executive. These mechanisms regulate market operators rather than individual
commodity traders.

2.3.2. Spotor physical commodity trading (general goods)

No SFC licensing applies to the buying or selling of physical commodities. Oversight
arises under customs and trade legislation. The Import and Export (Strategic
Commodities) Regulations, Cap. 60G (made under Cap. 60), require shipment licences
from the Director-General of Trade and Industry, with enforcement by the Customs and
Excise Department (C&ED).

The Trade and Industry Department (TID) issues licences, and the C&ED enforces
compliance. Both bodies are government departments rather than independent
statutory regulators.

Neither the TID nor the C&ED operates independently of government; they are integral
parts of the Hong Kong Special Administrative Region administration.

2.3.3. Dealers in Precious Metals and Stones (DPMS)

Since 1 April 2023, the Commissioner of Customs and Excise has administered a
registration and supervisory regime for DPMS under the Anti-Money Laundering and
Counter-Terrorist Financing Ordinance (AMLO, Cap. 615, Part 5C). Registration is
required when a dealer conducts specified transactions amounting to or exceeding HKD
120,000, whether in cash or non-cash form.

The C&ED operates the DPMS Registration System and oversees compliance through a
dedicated supervisory program.

The C&ED is a government department and therefore not institutionally independent.
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Hong Kong’s framework divides responsibility according to activity type. The SFC
supervises financial commodity contracts under the SFO; the TID and C&ED manage
trade and customs regulation for physical commodities; and the C&ED also supervises
the DPMS sector under the AMLO. No regulator serves as a dedicated “commodity
trader” supervisor.

24. Economic sanctions regimes

The application of economic sanctions to commodity trading activities in Hong Kong is
governed by two main legal instruments- the United Nations Sanctions Ordinance and
the United Nations (Anti-Terrorism Measures) Ordinance.®?° Subsequently, sanctions
lists are maintained by the relevant departments, depending on the nature of the
sanctions. For example, the Trade and Industry Department manages a list of countries
that are subject to trade-related United Nations sanctions.?' Thus, for commodity
traders and the corresponding financial institutions, the city’s sanctions regime is
particularly relevant in the identification and verification of a client’s identity through
customer due diligence. Failure to comply with Hong Kong’s sanctions regime can lead
to the imposition of a substantive fine and imprisonment.*?

Hong Kong does not, however, impose unilateral economic sanctions. While the city is
not legally obligated to enforce sanctions that are introduced by third countries, they
may still affect commodity trading directly and indirectly. Commodity trading financial
institutions which are subject to economic sanctions, may lose access to international
financial markets and global messaging mechanisms. For example, a Hong Kong
financial institution that also does commodity trading, which is sanctioned under the US
Ukraine/Russia sanctions regime, can find itself cut off from the USD clearing system.3%?
This inhibits its ability to settle cross-border commodity trade transactions, particularly
those made in USD. The imposition of a freeze on assets connected to the US financial
system and a prohibition against transactions between the sanctioned entity and US
nationals and companies®? can also disrupt the institution’s operations and lead to a
loss of market access.

Even if it means incurring additional operational and compliance costs, financial
institutions and multinational enterprises (MNEs) with offices in Hong Kong, unaffected

320 The United Nations Sanctions Ordinance does not apply to sanctions against China. See United Nations Sanctions

Ordinance Cap 537, s 2(1) (UNSO).

Transport and Industry Department, ‘United Nations Sanctions’ (The Government of the Hong Kong Special
Administrative Region of the People’s Republic of China, 1 August 2025)

<https://www.tid.gov.hk/en/our work/import export licensing control/united nations sanctions.html> accessed 10
December 2025.

322 UNSO, s 3; United Nations (Anti-Terrorism Measures) Ordinance Cap 575, s 14.

323 US Department of the Treasury, ‘U.S. Treasury Announces Unprecedented & Expansive Sanctions Against Russia,
Imposing Swift and Severe Economic Costs’ (24 February 2022) <https://home.treasury.gov/news/press-
releases/jy0608> accessed 10 December 2025.

The White House, ‘Fact Sheet: Joined by Allies and Partners, the United States Imposes Devastating Costs on Russia’
(24 February 2022) <https://bidenwhitehouse.archives.gov/briefing-room/statements-releases/2022/02/24/fact-sheet-
joined-by-allies-and-partners-the-united-states-imposes-devastating-costs-on-russia/> accessed 10 December 2025.
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by sanctions directly, may choose to comply with third countries’ sanctions regimes to
lessen the risk of secondary sanctions exposure and any subsequent negative
reputational costs and consequences.

3. General sustainability development regulatory framework

Section 3 distinguishes what is legally binding today in Hong Kong from what is voluntary
or market-driven. In brief, Hong Kong does not currently have an omnibus supply-chain /
human-rights due-diligence statute, and it does not operate an economy-wide carbon
tax or a statutory emissions trading scheme (ETS). Hong Kong does have government
climate targets (e.g., carbon neutrality before 2050 and an interim 2035 reduction
target), but these are policy targets rather than economy-wide, enforceable corporate
reduction obligations in statute.

The principal binding elements covered in this section are: (i) listed-issuer ESG
disclosure requirements under the HKEX/SEHK Listing Rules (including mandatory
disclosures and “comply or explain” provisions), (ii) targeted border/environmental trade
controls (e.g., endangered-species licensing), (iii) the governance and integrity “spine”
(AML/CTF and anti-corruption laws), and (iv) the 15% BEPS 2.0 global minimum tax /
HKMTT regime for in-scope multinational enterprise groups. By contrast, Core Climate
and most corporate net-zero pledges are generally voluntary market initiatives, and
many “E/S” expectations are implemented through contractual terms, procurement
standards, and reputational norms rather than statute.

3.1. Supply chain regulation

Hong Kong’s sustainability-related framework relevant to supply chains is found mainly
in (i) corporate reporting requirements and (ii) listing-rule disclosure, supplemented by
guidance and voluntary initiatives. There is no general Hong Kong statute imposing
substantive ESG or human-rights due diligence obligations on corporate supply chains
comparable to dedicated “supply chain due diligence” regimes in some other
jurisdictions.

At the company-law level, directors’ reports must include a business review (unless the
company is exempt). The business review must include, to the extent necessary for
understanding the company’s development/performance/position, (i) a discussion of
the company’s environmental policies and performance, and (ii) an account of the
company’s key relationships with employees, customers and suppliers and others that
significantly affect the company.

For listed issuers, HKEX’s ESG Reporting Guide (Appendix 27) sets two levels of ESG
disclosure: mandatory disclosures and “comply or explain” provisions. Under the
“comply or explain” provisions, Aspect B5 (Supply Chain Management) requires
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disclosure of policies on managing environmental and social risks of the supply chain,
together with KPIs on supplier profile and supplier engagement / monitoring practices.

Separately, Hong Kong’s employment and anti-discrimination laws protect a company’s
own workforce (and applicants) in the employment context; these protections are not, in
themselves, a “supply chain” regime, but may be referenced under the social/workforce
dimension of ESG reporting.

An attempt to further confer statutory sustainable development duties in supply chains
was made via the introduction of the Modern Slavery Bill in 2017.%2°* Amongst other
goals, the bill, which drew inspiration from the United Kingdom’s Modern Slavery Act
2015, sought to increase transparency in supply chains by obliging substantial
companies to release an annual slavery and human trafficking statement, declaring if
steps were taken to confirm that no slavery or trafficking was present in their trading or
supply chains.

Indirectly related to supply chains, the Protection of Endangered Species of Animals and
Plants Ordinance gives effect to the Convention on International Trade in Endangered
Species of Wild Fauna and Flora. Administered by the Agriculture, Fisheries and
Conservation Department, the ordinance restricts the import of endangered species
and penalises those who violate these provisions with substantive fines, imprisonment,
and the forfeiture of the seized animals.®*

Thus, sustainable development in supply chains has largely depended on guidelines introduced by
relevant authorities and codes of conduct implemented by private companies.3?” For example, various
government departments and private companies have adopted a Supplier Code of Conduct, which
introduces best practices provisions and minimum standards. Specifically, suppliers are expected to
comply with climate change, employee health and safety, and human rights obligations; failure to do
so could lead to the imposition of remedial actions, the suspension or termination of the contract, and
potential lawsuits for damages and losses.3?®

3.2. Energy regulation

On the energy front, launched by the HKEX in late 2022, Core Climate serves as an international carbon
credit trading platform. To enhance the sustainability nature of the platform, the carbon credits traded
come from carbon offsetting projects, which comply with global standards on carbon crediting.3?° The
platform also aims to elevate Hong Kong’s status as a leading carbon hub and does so by collaborating

325 Dennis Kwok and Kenneth Leung, ‘A Brief Overview of the Modern Slavery Bill 2017’ (Legislative Council, June 2018)
LC Paper No CB(2)1480/17-18(05) <https://www.legco.gov.hk/yr17-18/chinese/panels/se/papers/se20180605cb2-
1480-5-ec.pdf> accessed 10 December 2025.
See Protection of Endangered Species of Animals and Plants Ordinance Cap 586, pts 2-3, s40.

Various initiatives, funding schemes and capacity-building programs such as the Supplier Climate

Alliance have also been launched to promote sustainable supply chains.
See eg Hang Lung, 'Hang Lung Code of Conduct for Suppliers and Contractors’
<https://www.hanglung.com/getmedia/89c64087-50ea-4d72-9b65-7{9fb7bba07a/Code-of-Conduct-for-Suppliers-
and-Contractors.pdf> accessed 10 December 2025.
329 HKEX, ‘Core Climate’ (HKEX) <https://www.hkex.com.hk/Join-Our-Market/Sustainable-Finance/Core-

Climate?sc lang=en> accessed 10 December 2025.
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with the International Carbon Market Council, where members from key financial institutions and
other relevant companies meet to identify domestic and international carbon and climate-related
projects and products. Additionally, while companies do not have mandatory carbon reduction or
neutrality obligations, many have, nevertheless, voluntarily set targets. For example, having achieved
carbon neutrality in late 2024, the HKEX also introduced Paris Agreement-aligned carbon reduction
targets set against a reference year of 2030 and has aimed to reach net-zero emissions amongst its
subsidiaries by 2040. Similarly, the Business Environment Council Net-Zero Carbon Charter has been
signed by 94 companies, which will voluntarily undertake different commitments concerning emission
reduction targets depending on their allocated category.**° To encourage more companies to disclose
their carbon audit findings, the Hong Kong government has also published a carbon footprint
repository and issued the Carbon Reduction Certificate to businesses to recognise their dedication and
attempts toward environmental protection by reducing their carbon footprint.?3!

3.3. Reducing poverty and inequality

Concerning minimum corporate taxation, the Inland Revenue (Amendment) (Minimum Tax for
Multinational Enterprise Groups) Ordinance administers a global minimum tax of 15%, based on the
OECD BEPS 2.0 framework and the Hong Kong minimum top-up tax (HKMTT).332 Under the ordinance,
the HKMTT system and the global anti-base erosion (GIoBE) regime, which incorporates the income
inclusion rule (lIR) and the undertaxed profits rule (UTPR), apply to multinational enterprises (MNEs)
that fall under the GloBE rules.?*® It also provides safe harbours,*** which can be used to avoid a full
GloBE calculation, thus alleviating MNEs’ compliance and administrative costs.

3.4. Good governance

Contrary to the lack of substantive ESG obligations in a binding, legal framework, Hong
Kong has a robust system regulating money-laundering and corruption behaviours.
Since 1991, the city has been a member of the Financial Action Task Force on Money-
Laundering (FATF). Key ordinances- the Anti-Money Laundering and Counter-Terrorist
Financing Ordinance (AMLO) and the Banking Ordinance set out the anti-money
laundering prevention and systems of control requirements to which financial
institutions should comply.®** The HKMA has also issued statutory guidelines, such as
the Guideline on Anti-Money Laundering and Counter-Financing Terrorism (For
Authorised Institutions), which introduce standards and requirements concerning anti-
money laundering and counter-financing of terrorism to financial institutions. With the
regulation of corruption behaviours, the city’s regulatory framework consists of
legislation, common law, international treaties, and codes of conduct introduced by
private companies. Specifically, the Prevention of Bribery Ordinance criminalises the
offering of domestic and extraterritorial bribes to the Chief Executive and public

330 Business Environment Council, 'BEC Net-Zero Carbon Charter’ (Business Environment Council)

<https://bec.org.hk/en/bec-net-zero-carbon-charter#eid768> accessed 6 October 2025.
The certificate has been suspended since 1 September 2025.

331

32 Jnland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups) Ordinance 2025, ss 14, 31.

The IIR and HKMTT has applied retrospectively since 1 January 2025; when the UTPR will take effect, however, remains
unclear.

333

334 See Inland Revenue (Amendment) (Minimum Tax for Multinational Enterprise Groups) Ordinance, s 31.

35 Anti-Money Laundering and Counter-Terrorist Financing Ordinance Cap 615, sch 2; Banking Ordinance Cap 155, sch

7.
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servants,®*® while the common law offence of misconduct in public office acts as a
catch-all for all intentional, serious misconduct by public officials, including bribery.
Crucially, while Hong Kong is not a signatory to the OECD Convention on Bribery, itis a
party to other international and regional anti-corruption treaties, including the United
Nations Convention against Corruption, the United Nations Convention against
Transnational Organised Crime, and the Anti-Corruption Initiative for Asia Pacific.

4, Specific regulations applying to commodity traders

Hong Kong has no statute marrying “sustainability” to commodity trading, but listed
groups face ESG disclosure duties (comply-or-explain), and all traders must manage
financial-crime risk.

4.1. Commodity trading and sustainable development legislation

Presently, there is no Hong Kong statute that specifically regulates “commodity trading”
by reference to sustainable development objectives. Sustainability-related obligations
that are most directly relevant to commodity-trading businesses arise primarily through
corporate reporting and listing-rule disclosure rather than substantive supply-chain due
diligence legislation.

For listed issuers (including listed financial institutions and other listed companies
engaged in commodity trading), ESG reporting is governed by the HKEX/SEHK Listing
Rules, including the ESG Reporting Guide which contains both mandatory disclosure
requirements and “comply or explain” provisions. A failure to comply with Listing Rule
requirements (including the “comply or explain” obligations without providing
considered reasons) may constitute a breach of the Listing Rules and can lead to
HKEX/SEHK disciplinary sanctions.

Separately, Hong Kong commodity market participants may be subject to legislative
AML/CTF obligations under the Anti-Money Laundering and Counter-Terrorist Financing
Ordinance (AMLO, Cap. 615), including customer due diligence (identification and
verification) and record-keeping requirements, depending on the entity’s regulatory
status (e.g., “specified financial institutions” and, for physical precious metals/stones,
registered DPMS).

4.2, Duties regarding “know your customer”

Hong Kong imposes customer due diligence obligations on commodity traders through
sector-specific legislation rather than a unified statute. The applicable duties depend on
the trader’s regulatory classification and the type of transaction conducted. The
principal sources of obligations are the Anti-Money Laundering and Counter-Terrorist

36 See eg Prevention of Bribery Ordinance Cap 201, s 4.
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Financing Ordinance (AMLO), the Securities and Futures Commission (SFC) rules and
guidelines, and the Dealers in Precious Metals and Stones (DPMS) regime.

4.2.1. Traders Licensed under the Securities and Futures Ordinance

Corporations licensed under the SFO must comply with Schedule 2 of the AMLO (Cap.
615) and the SFC’s Guideline on Anti-Money Laundering and Counter-Financing of
Terrorism (for Licensed Corporations ...). The duties apply on a risk-sensitive basis and
cover several key elements.

e Customer due diligence must be performed at various stages. It is relevant: at the
establishment of a business relationship; before executing an occasional transaction that
meets statutory criteria; when suspicion of money laundering or terrorist financing arises;
or when doubts arise concerning previously obtained identification data.

e Due diligence obligations cover the identification of the customer and any beneficial
owner, examination of the ownership and control structure for legal persons,
determination of the purpose and intended nature of the relationship, and screening for
politically exposed persons. Enhanced measures may apply.

e licensed entities must also review transactions. The level of review must be consistent
with the known risk profile. Again, enhanced due diligence applies in higher-risk
circumstances.

e Record retention: Identification/C DD records must be kept throughout the business
relationship and for at least 5 years after the end of the business relationship. Transaction
records must be kept for at least 5 years after completion of the transaction (including an
occasional transaction). The statutory minimum retention period is 5 years.

e Entities must maintain internal controls and screening systems to ensure compliance
with the United Nations Sanctions Ordinance and the United Nations (Anti-Terrorism
Measures) Ordinance.

Regulatory actions have shown the importance of these obligations; penalties have
been imposed forinadequate monitoring, insufficient enhanced due diligence, and
failures in record retention. Moreover, any person who knows or suspects that property
represents criminal proceeds or terrorist property must submit a report to the Joint
Financial Intelligence Unit without delay. Failure to report constitutes a criminal
offence®¥.

4.2.2. Dealers in Precious Metals and Stones

Dealers in gold, silver, platinum group metals, jewellery, or precious stones fall under
Part 5C of the AMLO. The regime imposes several mandatory requirements.

e Dealers must register with the Commissioner of Customs and Excise. Category B
registration applies to dealers that conduct specified transactions at or above the
statutory threshold.

37 Failure to report may be an offence under the Organised and Serious Crimes Ordinance, the Drug Trafficking

(Recovery of Proceeds) Ordinance, and the United Nations (Anti-Terrorism Measures) Ordinance.
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e Category B registrants must perform customer due diligence and maintain records for any
cash transaction in Hong Kong with a total value of 120,000 Hong Kong dollars or more.
Identification, verification, and screening procedures follow the standards in Schedule 2.

e The Customs and Excise Department operates the DPMS Registration System and
oversees compliance through supervisory programmes and circulars that set out
practical obligations.

Dealers must also comply with the same sanctions and reporting duties described
above.

4.2.3 Physical Commodity Traders Not Licensed under the SFO and Not Registered
under DPMS

Traders dealing in ordinary physical goods are not subject to a general licensing
obligation for customer due diligence. They remain governed by strategic commodity
licensing and export control requirements under the Import and Export Ordinance and
must comply with sanctions legislation. They also have a statutory duty to file a
suspicious transaction report whenever the knowledge or suspicion threshold is
satisfied.

The trader’s regulatory status determines the applicable obligations. SFO licensees
must comply fully with Schedule 2 of the AMLO and the SFC Guideline, adopting risk-
based due diligence, transaction monitoring, and record retention. Participants in the
DPMS regime must apply threshold-based due diligence and maintain registration. All
traders must conduct sanctions screening and report suspicions to the Joint Financial
Intelligence Unit.

4.3. Duties relating to anti-money laundering

The key money-laundering legislation in Hong Kong is the AMLO. It stipulates that all
financial institutions are required to perform customer due diligence,®*® and therefore
applies to commodity traders that fall within the scope of that definition.

The duties on the covered trader include the verification of clients’ identify through
documents or information by authorities, governments or a recognised digital
identification system. Such verification must occur before: a business relationship is
created; an occasional transaction amounting to or above $120,000 in any currency is
completed; or when there are suspicions concerning the correctness or adequacy of the
information obtained for client identity’s verification purposes or that the client or
his/her account was engaging in money laundering or terrorist financing.**° However,
depending on the client’s identity, the financial institution may perform simplified due
diligence (for example, if a client is listed on the stock exchange) or a higher level of due

3% Anti-Money Laundering and Counter-Terrorist Financing Ordinance, s 5.

337 ibid sch 2, ss 2(1), 3.
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diligence if a situation warrants (for example, if the risk of money-laundering is high).34°
Regardless of the due diligence level required, a financial institution has to monitor its
business relationships continually and preserve information relating to the clients’
identity and transaction for at least 5 years from the date of the termination of the
business relationship and the transaction’s completion, respectively.?’

The SFC’s Guideline on Anti-Money Laundering and Counter-Financing of Terrorism (For
Licensed Corporations and SFC-licensed Virtual Asset Service Providers) (the SFC
AML/CFT Guideline) sets out the standards and requirements that licensed corporations
are expected to meet to comply with their AML/CTF obligations under the AMLO (Cap.
615) and, where relevant, the SFO (Cap. 571). Under the Guideline, beyond the required
due diligence**?, commodity traders must engage in risk-based ongoing monitoring and
scrutiny of their business relationship with clients. They must also maintain and retain
transaction records and information regarding customer due diligence.®**® Crucially,
Chapter 7 requires commodity traders to report any suspicious transactions and
criminalises the act of tipping-off if the investigation would be harmed as a result.

Finally, the SFC Code of Conduct for Persons Licensed by or Registered with the
Securities and Futures Commission sets out conduct standards for SFC-
licensed/registered intermediaries (including firms carrying on regulated activities in
commodity derivatives), including expectations around acting with due skill, care and
diligence and other conduct requirements. Although the Code does not have the force of
law, the SFC uses it when assessing fithess and properness, and non-compliance may
result in SFC disciplinary action (e.g., reprimand, fine, suspension or licence revocation)
under the SFO. When performing due diligence, commodity traders should take all
reasonable steps to find out the client’s identity, financial circumstances, past
investment experiences, and current investment goals.®** These data are relevant, as
any subsequent investment recommendation and solicitation has to be reasonably
appropriate considering the given situation.3** Moreover, having confirmed that a client
has understood the product’s nature and risks, a commodity trader must then make
sure that his/her client has enough net worth to bear any adverse risks and possible
trading losses in a particular product.®*® Lastly, in deals that include securities or futures
contracts listed or traded on a recognised stock or futures market, or derivatives

340 ibid sch 2, ss 4(3), 15.

341 ibid sch 2, ss 5, 20.

342 Securities and Futures Commission, ‘Guideline on Anti-Money Laundering and Counter-Financing of Terrorism (For
Licensed Corporations and SFC-licensed Virtual Asset Service Providers) (June 2023) ch 4 <https://www.sfc.hk/-
/media/EN/assets/components/codes/files-current/web/guidelines/guideline-on-anti-money-laundering-and-counter-

financing-of-terrorism-for-licensed-corporations/AML-Guideline-for-L Cs-and-SFC-licensed-VASPs Eng 1-Jun-
2023.pdf> accessed 10 December 2025.

343 ibid chs 5, 8.

344 Securities and Futures Commission, ‘Code of Conduct for Persons Licensed by or Registered with the Securities and
Futures Commission’ (October 2024) para 5.1 <https://www.sfc.hk/-/media/EN/assets/components/codes/files-
current/web/codes/code-of-conduct-for-persons-licensed-by-or-registered-with-the-securities-and-futures-
commission/Code of conduct-Oct-2024 Eng-with-Bookmark-
Final.pdf?rev=0d85942581714ea183634112e8e9d474> accessed 10 December 2025.

35 ibid paras 5.1 A, 5.2.

34 ibid para 5.3.
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amending these contracts and when beneficiaries are involved, prior to their
commencement, commodity traders must first identify, verify and be satisfied of the
personal information of the person providing the instruction and the beneficiaries who is
likely to benefit from the contracts and assume the commercial and economic risks.®¥’

4.4. Lending of money

Nothing prohibits a commodity trader from lending money to a government or state-
owned enterprise. The relevant money-laundering obligations under the AMLO will still
have to be complied with, but the ordinance also allows for the performance of
simplified due diligence under certain lending circumstances.®*® Such circumstances
include if the government is from an equivalent jurisdiction (i.e., the country is an FATF
member or introduces customer due diligence and record-keeping obligations akin to
those under Schedule 2 of the AMLO); if the state-owned enterprise is a financial
institution or listed on a stock exchange; or if itis incorporated or created in an
equivalent jurisdiction.3*°

5. Additional information

Hong Kong is well-positioned to become a gateway to China for commodity traders. As a
Special Administrative Region with a separate financial and legal system from China,
Hong Kong has always acted as an East-meets-West springboard for those who want to
gain access to the vast Chinese commercial market. Thus, citing the importance of
commodity trading and the benefits it would bring, the Hong Kong Chief Executive, Lee
Ka-Chiu, expressed a desire to enhance the city’s status as an international hub by
promoting commodity trading.3*° Thus, measures such as the creation of the Strategic
Committee on Commodities and the further coordination between HKEX and other
Chinese commodity markets were unveiled.

However, challenges remain that can stymie the effectiveness of the Hong Kong
government’s plans to promote commodity trading. For example, due to the perceived
blurring of the ‘One Country, Two Systems’ system as a result of the growing integration
with China, Hong Kong’s regulatory autonomy and status as a Special Administrative
Region have been increasingly scrutinised. Thus, the convictions of political activists
under the Hong Kong national security law led the European Parliament to pass a non-
binding resolution advocating for the revocation of Hong Kong’s favourable trade
privileges.®'

347 ibid paras 5.4(a)(i), 5.4(e).

3% Anti-Money Laundering and Counter-Terrorist Financing Ordinance, sch 2, s 4.

349 ibid sch 2, s 4(3). See also ibid sch 2, ss 4(4)-(6) for other exemptions.

30 Chief Executive's Office, The Chief Executive's 2025 Policy Address’ (The Hong Kong Special Administrative Region of
the People’s Republic of China, 2024) 31-32 <https://www.policyaddress.gov.hk/2025/public/pdf/policy/policy-

full en.pdf> accessed 10 December 2025.

European Parliament resolution of 28 November 2024 on Hong Kong, notably the cases of Jimmy Lai and the 45
activists recently convicted under the national security law 2024/2950(RSP).
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Complexity is further introduced by U.S. tariff measures under the second Trump
administration (“Trump 2.0”), which have been revised repeatedly, both in tariff rates
and in product/country scope; basically creating uncertainty for Hong Kong-linked
commodity flows and related hedging, pricing, and compliance decisions.

Consequently, perceptions of political risks, as evidenced by negative business
advisories,**? can cause MNEs and financial institutions to rethink their Hong Kong
operations. The ever-shifting tariffs and trade policies may complicate cross-border
commodity supply chains and volatilise commodity prices and trading patterns, thereby
leading commodity traders to reassess their trading strategies.

In a global environment where sustainable development is increasingly reflected in
legislation and regulation, Hong Kong has been comparatively slower to adopt robust,
binding ESG standards, relying more heavily on disclosure-led and “comply or explain”
mechanisms than some jurisdictions that have introduced mandatory due-diligence or
conduct obligations.®*® This “regulatory lag”, together with insufficient ESG
infrastructures and an underperforming Core Climate,®*“ can limit the development of
sustainable finance instruments tied to physical commodities, thus hampering the
Hong Kong government’s goal of improving the city’s green finance sector.

Despite these obstacles, Hong Kong’s prospects concerning commodity trading remain
promising. The Hong Kong government is now looking to further the city’s commodity
trading sector by diversifying from precious and non-ferrous metals. Thus, half-rate tax
concessions for traders in energy and industrial commodities, agricultural commodities,
and metal mine commodities to set up their business in Hong Kong have been
proposed.**® Also, Hong Kong’s increased regional integration and cooperation,
especially within the Greater Bay Area, allow commodity traders to exploit Hong Kong’s
advantages as an international logistics and financial hub, while also gaining access to
markets elsewhere. For example, agreements have been signed with three other carbon
markets in the Greater Bay Area to enhance Hong Kong’s carbon markets and unveil
newer sustainable finance opportunities.®**® Similarly, within the Qianhai Shenzhen-Hong
Kong Modern Service Industry Cooperation Zone, the Qianhai Mercantile Exchange offer
commodity traders an opportunity to trade in soybeans and natural gas, which are

352 See eg US Department of State, ‘Amendment to the July 2021 Business Advisory on Risks and

Considerations for Businesses Operating in Hong Kong' (US Department of State, 6 September 2024)
<https://2021-2025.state.gov/wp-content/uploads/2024/09/20240906-HKBA.pdf> accessed 10
December 2025.
See eg Act on Corporate Due Diligence Obligations in Supply Chains of 16 July 2021 (DEU), ss 3-10.
See Eric Ng, ‘Climate Finance: A Year On, Hong Kong's Carbon Credit Market Sees Scant Volume as Its Bridge Role to
China Fails to Materialise’ (South China Morning Post, 25 November 2023)
<https://www.scmp.com/business/companies/article/3242711/climate-finance-year-hong-kongs-carbon-credit-

353

354

market-sees-scant-volume-its-bridge-role-china-fails?module=perpetual scroll 0&pgtype=article> accessed 10

December 2025.

Transport and Logistics Bureau (n 7) 4.

36 HKEX, 'HKEX Signs MOU to Advance Carbon Market Ecosystem in Greater Bay Area’ (23 September 2025)
<https://www.hkex.com.hk/News/News-Release/2025/250923news?sc lang=en> accessed 10 December 2025.
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unavailable in the Hong Kong commodity trading market. Hong Kong’s membership with
the Belt and Road Initiative allows commodity traders to access emerging markets in
Asia and beyond through the initiative’s six international economic corridors.

More importantly, geopolitical instability and the reemergence of protectionist trade
policies present Hong Kong with an opportunity to capitalise on its position as a free port
and one of the world’s largest gold traders. In light of the political and economic
uncertainties, despite a subsequent correction of over 5.74%, an increased appetite for
gold had pushed the precious metal’s price to a record high in mid-October 2025.%7 A
lack of customs duties on gold imports and exports facilitates frictionless cross-border
trade flows. It also allows Hong Kong to take advantage of its international shipping hub
status and increase its competitiveness in the midst of escalating trade wars. Thus, in
September 2025, the London Metal Exchange, as a leading market for trading base and
industrial metals, designated three new warehouses in Hong Kong, increasing the total
number of its approved warehouses to 11. Similarly, the Hong Kong Airport Authority is
aiming to increase its precious metals depository’s capacity from 150 tons to 1,000
tons. These expansions enhance the city’s physical commodity handling abilities and
reflect the increasing importance of Hong Kong as a key gold trading hub.

Commodity trading not only supports Hong Kong’s shipping and trading sectors; it also
strengthens the city’s wider financial ecosystem by attracting commodity-linked
investment flows and providing risk-management and hedging tools. Hong Kong’s
established strengths in logistics and financial services, together with its strategic
position as a gateway to Mainland China, underpin its ambition to develop as a regional
commodity trading hub. Whether that ambition is realised will depend on the pace and
effectiveness of regulatory and market-structure reforms, and on Hong Kong’s capacity
to manage evolving geopolitical and sanctions-related risks.

%7 Wyatte Grantham-Philips, ‘Gold prices have Tumbled from Recent Records. What's Behind the Losses? (ABC News, 23
October 2025) <https://abcnews.go.com/Business/wireStory/gold-prices-tumbled-recent-records-losses-126764032>
accessed 23 October 2025.
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