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Energy, food, minerals: without them, everything stops. Primary commodities underpin the global economy
and account for one-third of global trade in goods. Trading houses link distant ecologies and societies and exert
critical influence on sustainability outcomes. They shape production systems, investment patterns, and value
chains. As geopolitical dynamics intensify, trading houses face additional pressure to demonstrate and docu-
ment business integrity. This factsheet maps the sustainability links of commodity trade, identifies knowledge
gaps, and outlines options for commodity hubs, including Switzerland, to reduce economic, environmental and

social sustainability risks.

Intermediaries and platforms

Trading houses have evolved from logistics companies and
supply chain managers matching supply and demand into
commodity intermediaries, integrating, to various degrees,
extraction, production, processing and manufacturing, and
even retail. Progressive market concentration has led to a few
companies having dominant positions in key value chains. For
example, the five largest traders control roughly 70-80% of
global trade in essential cereals, oilseeds, and protein crops.

Trading hubs such as Geneva, Zug and Lugano in Switzerland
or London, New York, Houston, Singapore, Hong Kong and
Dubai, are characterised by the presence of a large number
of trading houses and specialised logistics (shipping, storage,
inspection), financial (banks, insurance) and consulting ser-

vice providers. Trading hubs play a disproportionate role as
nodes anchoring global networks of material, informational,
and financial flows while competing for strategic and regu-
latory advantage. In Switzerland, commodity trading contrib-
utes between 2.3% and approximately 10% of GDP, depend-
ing on measurement method and on whether only trading or
also related service sectors are considered.

Commodity exchanges provide financial instruments, such as
futures contracts, that enable market participants to hedge
trading risks. This has attracted a growing range of investors
who contribute to market liquidity and price discovery. It has
also drawn in actors such as pension funds, asset managers,
and hedge funds that treat commodities as an asset class,
leading to substantial capital flows into derivative markets
that are not directly linked to physical markets.
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Transmission channels, regulatory dynamics, and development outcomes
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Commodity producers

[

/onsumers

0 Environmental effects, labour
conditions, social effects

0 Fragmented governance, due
diligence, certification, traceability

ﬂ Unequal exchange, consumer
subsidy by producers, ecosystems

e Labelling schemes, behavioural
nudges, point-of-sale governance

Trading houses

Value capture

o Sourcing strategy, profit
structuring, windfall gains

e Buyer-driven value chains,
regulatory arbitrage

<> Transmission channel

Transmission channels
Telecoupling, value capture mechanisms and financialisation

influence how commodity trade affects sustainability risks and
the realisation of the Sustainable Development Goals (SDGs).

0 Telecoupling outcomes
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Commodity consumption in one region generates inter-
connected economic, environmental, and social effects in
producer regions (‘telecoupling’). While creating econom-
ic opportunities, it can also drive environmental pressures,
land-use change, and social transformations.

CLEAN WATER DECENT WORK AND 1 REDUCED

ECONOMIC GROWTH INEQUALITIES

Around 20-26% of global agricultural land is used for export
production. While international trade in staple crops such as
wheat plays an important role in global food security, trop-
ical and subtropical agricultural commodities, such as palm
oil, cocoa, coffee, sugarcane, and cattle products, are major
drivers of deforestation, ecosystem degradation, and the loss
of critical services such as carbon storage, water regulation,
and pollination, effectively shifting environmental costs to
producing regions. Roughly 80% of biodiversity loss from re-
cent land-use change is linked to agri-food exports, one-third
of threatened species are affected by international trade, and

Trading hubs
Exchanges

1-3 SDG outcomes

Financialisation

e Volatility, consumer prices,
spillover, systemic risks

o Financial intermediation,
unregulated financial institutions

%H}J
A-C Regulatory dynamics

22-26% of global water use is embedded in traded commod-
ities. These dynamics also generate significant carbon emis-
sions: over the past two decades, 70-75% of Switzerland's
carbon footprint originated abroad.

Social impacts are similarly uneven, making conflicts over
environmental externalities, the asymmetry of costs and
benefits, resettlement, health concerns, employment oppor-
tunities, safety risks, and the lack of meaningful consulta-
tion systemic features of extractive value chains and export-
oriented plantation systems. In smallholder farming and ar-
tisanal mining, precarious working conditions, low incomes,
and lock-in effects further affect livelihoods.

@) sustainability regulations

Regulatory responses remain fragmented. Current approach-
es rely on business-led due diligence based on the UN Guiding
Principles on Business and Human Rights and OECD guide-
lines, as well as on voluntary standards, multi-stakeholder
initiatives, and certification schemes such as Fair Trade or
Rainforest Alliance. While these initiatives can deliver incre-
mental improvements, evidence shows impacts are generally
modest, uneven, and context-dependent. In both agricultural
and extractive sectors, they tend to improve practices at the
margins rather than address underlying structural constraints,
with limited effects on environmental outcomes, social con-
flict, power imbalances, or corruption. Commodity exchang-
es have only recently begun to address environmental and
social responsibility in supply chains, but their requirements
still fall short of international standards.

Public regulation has evolved from simple encouragement to
legislation to ensure supply chain traceability and due diligence.



While the EU and its member countries are moving towards
relatively stringent frameworks, Switzerland is pursuing a
conservative and reactive approach driven by concerns over
competitiveness. It favours voluntary private standards, com-
plemented by certification, labelling, behavioural nudges, and
consumer-driven sustainability through purchasing choices.
More stringent regulations are considered only if they are
common in other relevant jurisdictions. This also holds for the
Federal Act on Sustainable Corporate Governance (NUFG) pro-
posed in 2026, which follows the EU Omnibus Initiative.

The renewed emphasis on economic security and value chain
resilience amid the emergence of a multipolar global order
further risks relegating sustainability considerations and the
priorities of producer regions in low-income countries to sec-
ondary importance.

9 Value capture mechanisms outcomes
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have been mixed at best. EITI has improved transparency
but had a limited impact on reducing corruption; country-by-
country reporting provides tax authorities with a system-wide
view of where profits are declared versus where activity oc-
curs; the implementation of the minimum tax remains selec-
tive; exchange of tax-related information tends to exclude
lower-income countries from information exchange and en-
courage rerouting of profits. In response to the weaker insti-
tutional capacity of tax and customs administrations in lower-
income countries, rule-based transfer pricing can serve as
a stopgap measure. Price benchmarks and pricing formulas
are easier to apply than conventional transaction valuation
methods, more cost-effective, and create space for tax ad-
ministrations to build capacity. Little progress has been made
in curbing illicit trade from artisanally produced commodities,
particularly gold, and dismantling the networks involved.

9 Financialisation outcomes
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sustainability outcomes. A first relates to origination, where
access to supply is negotiated. This directly affects producer
incomes. While benchmark prices exist, most transactions are
negotiated bilaterally. Power asymmetries, such as depend-
ence on buyers for intermediate inputs or credit, and increas-
ing market concentration among buyers, weaken suppliers’
bargaining power; illicit payments may also facilitate access to
resources. Conversely, supply shortages (e.g., for critical min-
erals) can temporarily strengthen suppliers’ bargaining power.

A second channel relates to corporate profit allocation strat-
egies, which can reduce public revenue by disconnecting tax
payment from where value is created through shifting profits
to low-tax jurisdictions. Significant progress has been made in
measuring illicit financial flows, including those arising from
trade mispricing and tax planning across hard and soft com-
modity value chains. Larger firms are found to account for a
disproportionate share of shifted profits, exploiting informa-
tion asymmetries and loopholes in the current international
tax system.

Finally, firms capture a disproportionate share of windfall
profits from commodity price upswings, while associated tax
revenues remain modest, and rising prices directly affect the
affordability of food and other essential goods. Commodity
price upswings are typically a response to geopolitical and
other shocks. Between 2016 and 2023, windfall profits ac-
counted for two-thirds of total profit increases (USD 102 bil-
lion annually) in the mining sector. While a 1% increase in
prices led to a 1.21% surge in profits, each additional dollar of
profit generated only USD 0.41 in tax revenue.

Q lllicit financial flows regulations

While policies such as the Extractive Industries Transparency
Initiative (EITI), a global minimum tax, country-by-country re-
porting on tax payments and improved information exchange
between tax authorities have been introduced, the effects
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For long, commodity traders used derivative markets not only
to hedge risks but also to leverage their balance sheets and
profit from betting on price movements. Over the past decade,
commodity trade has become increasingly financialised, with
a growing role for financial actors and instruments. Institution-
al investors such as pension funds and hedge funds now treat
commodities as an asset class. Derivative trading volumes far
exceed physical production, reaching roughly 90 times output
for gold, around 60 times for copper, and approximately 25-35
times for aluminium, cocoa, coffee, soybeans, palm oil, and
crude oil. The combination of increased investor demand and
expanded financial intermediation by large trading houses
has led to a closer integration of commodity trade with global
financial markets over the last decade. While evidence that
financial investors systematically distort commodity prices is
mixed, stronger evidence shows that financial shocks can in-
crease volatility and spill over into food and energy markets,
affecting affordability, while generating substantial gains for
financial actors and the commodity sector.

G Shifting shadows and risks

Financialisation is not only driven by investor demand but
also by policy. When banks reduced their direct trade finance
engagement in response to tighter regulations after the fi-
nancial crisis, particularly leverage ratios, enhanced liquidi-
ty requirements, and capital adequacy rules under Basel IlI,
large trading houses assumed a more central role. They
now combine commercial, financial, and intermediary func-
tions, but operate with less regulatory oversight than banks.
The growing use of leverage (borrowed funds), margining
(collateral posted against risk), and the prominence of large
trading houses in trade finance, combined with greater opac-
ity, can create systemic risks, potentially leading to wider
economic disruptions.
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Priorities for policy and research

As economic security concerns increasingly reshape commod-
ity trade, transition minerals, energy, and food commodities
are at the core of the trade-sustainability nexus. The growing
complexity and interconnectedness of commodity trade un-
derscores the need for more systemic and anticipatory ap-
proaches in both policy and research. The following priorities
emerge:

Policy

>

Coherent and consistent regulatory frameworks reduce
fragmentation, limit regulatory arbitrage, and enable inte-
grated governance across sectors and borders.

Enhanced traceability and transparency in commodity
transactions (while preserving confidentiality) curb illicit
trade, strengthen revenues, improve market stability, and
support sustainability goals.

Engaging trading hubs can leverage their global reach as
anchors for responsible sourcing, creates clearer operating
conditions for private sector actors, and reduces compli-
ance costs. Switzerland, as a centrally positioned neutral
state, can play a catalytic role in advancing a more coordi-
nated approach across hub jurisdictions.

Research

>

A systemic perspective that treats commodity trade as
critical global infrastructure captures complexity and re-
veals interdependencies across transmission channels,
sectors, spillovers, and vulnerabilities.

More and better data enable a systemic understanding,
requiring both the generation of new data and improved
access to existing trade data through purpose-driven,
privacy-respecting sharing arrangements.

Transdisciplinary collaboration underpins the generation
of system-level evidence, grounded in shared analytical
frameworks, methodological pluralism, and explicit inte-
gration points across disciplines and public, private, and
civil society stakeholders.

For references please consult the report at: globalresearch.scnat.ch/commoditytrade-report.
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