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SUMMARY
Arguably, all commodity and commodity-exposed businesses are facing
unprecedented change1 and disruption. These numerous challenges range from
climate and carbon to COVID lockdowns and work from home, to managing
geopolitical and operational risks through supply chains while seeking to digitalise,
automate and increase efficiencies across the business.
While talk of a new commodities supercycle may
be premature, global population growth and
the resulting increased demand suggest rising
prices and volatilities, especially in agricultural
commodities. Companies need enhanced
agility in such markets. It starts with a modern
software platform that provides adequate
visibility and control over the business, from
managing physical movements to limiting risks
and exposure.
While these challenges will undoubtedly impact
the trading and risk management function,
creating new opportunities and potentially

1

shifting its focus will also drive supply chain
and farm to fork-type initiatives. Here there
will be an increased emphasis on commodity
management throughout complex supply
chains. In recent months, the supply chain
has been a constant focus of innovation in
the search to manage operational risks and
increase efficiency and ensure that any trading
profits do not turn to losses. This paper looks
at the challenges facing companies involved
with agricultural commodities. It outlines the
need for innovations in Commodity Trading and
Risk Management (CTRM) and Commodity
Management (CM) software solutions.

https://www.ctrmcenter.com/publications/white-papers/three-trends-to-look-out-for-in-ctrm-cm-for-2021/
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CHALLENGES AND OPPORTUNITIES
Remote working and security issues
Business continuity issues now face many firms
worldwide dealing with the implications of home-based
workforces and shifting patterns of supply and demand
due to COVID and lockdown issues and potential
disruption throughout the supply chain. Initially, a
survival issue, ensuring adequate controls and visibility
into the business remains a critical challenge. This
includes home-based workers’ access to corporate

systems where surveys have found that the use of
encrypted VPNs and multi-factor authentication are
still the exception rather than the rule2. More than 80%
of firms found the transition to home-based workforces
more than moderately challenging, and 60% of
organisations revealed an increase in cybersecurity
breach attempts following the transition. In comparison,
34% reported actual breaches in their networks3.

Alternative sources and supply routes
Although sourcing disruption due to COVID
outbreaks among workers is now less of a problem
than in 2020, identifying alternate sources and
supply routes is important. Managing the flow of
commodities through the supply chain also faces
increased challenges, especially for a home-based
workforce potentially requiring greater digitalisation, better workflow, document management, and
enhanced communications and collaboration between

departments and between suppliers from insurers to
shippers. Geopolitical risks also continue to plague
the globe with local conflicts and duties, embargoes,
tariffs, and trade wars, any of which can have a sudden
and significant impact on sourcing, supply chains, and
finances. The Suez canal’s blockage in March 2021 is
an example of the disruption that can occur suddenly
and without warning to global supply chains.

Demand for more ‘green’ products
Climate and carbon are also gaining ground rapidly
as potentially serious issues after the recent reversal
2
3

of Government policy in the USA in particular. Firms
now potentially face climate audits to assess climate

https://www.electric.ai/assets/resources/Electric-The-State-of-Remote-Work-Report.pdf
https://www.fortinet.com/blog/industry-trends/2020-remote-workforce-cybersecurity-report-insights
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risks and exposures and routine disclosure of carbon
footprints. Trades and transactions will likely need to
consider their climate footprints and costs in the near
future, complicated by the lack of a single global price
for carbon (there are currently 61 carbon markets
globally). As certain parts of the agricultural complex
are also significant carbon emitters, it may face

increased regulation or additional costs in the future.
New instruments may be created that incorporate
carbon much like transpired on the metals side with
green aluminum. Meanwhile, more savvy consumers
alter demand patterns by emphasising green and
sustainable products, often at a premium price with an
increased need for traceability.

Trade finance issues
Trade finance is also more challenging as several banks
have pulled out of commodity trade finance following
scandals and losses. Furthermore, some more activist
investors are forcing change in environmental and
social issues by pursuing green investment strategies.
Obtaining adequate financing is, therefore, more
challenging.
Many agricultural and soft commodities lack financial
derivatives and are purely physical commodities.
Although there has been an increasing number of new
financial instruments developed, particularly in China
and the Asia-Pacific region, many commodities remain
physical, with little ability to hedge in financial markets.

Among physical only commodities are herbs, nuts,
spices, some aspects of dairy, for example. This issue
is more significant for many consumers of commodities
who use them to manufacture products. The food &
beverage industry, in particular, cannot often hedge
its exposure to raw materials and is moving towards
recipe-based component price management. This
issue applies to all products and goods that utilise
many ags and soft commodities and other commodities
like energy. On the CPG and food & beverage side of
things, there is an increased focus on managing costs
and exposure to raw materials. We can only expect this
to continue as demand shifts and becomes increasingly
sophisticated.
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POPULATION GROWTH DRIVES FUTURE
DEMAND AND CHANGE
When it comes to agricultural and soft commodities, a critical key challenge for the sector
is to feed an ever-increasing global population. Currently around 7.8 billion, the UN expects
population growth to continue to slow and eventually peak at approximately 10.9 billion humans
by 21004.
According to the American Farm Bureau Federation,
assuming an addition of 2.2 billion people by 2050
means that 70% more food will need to be grown by
then from the more than 570 million existing farms
globally. Some 500 million are small family farms, and
many of these family farms are very small, operating on
less than 2 hectares of land5. As might be expected,
farms’ distribution is also very unequal, with more
extensive and more efficient farming in western nations
(Figure 1).
The current global distribution of farms and the
need to grow increased amounts of food to feed a
growing population from those farms suggests that
considerable changes must occur in terms of farm size
and efficiencies and the movement of materials and

commodities worldwide. However, the current picture
is that around one-third of the world’s population are
family farmers working 60% of the world’s arable land
and producing 70% of the food. These 2.5 billion
farmers and farmworkers have been marginalised,
according to the Smallholders Farming Alliance,6
“while industrial farming has received the benefits of
agricultural research, subsidies, trade agreements, tax
credits and regulatory systems.” However, much of the
expected population growth will also be in low-income
countries where these small family farms are located
and, the big issue is that there is no more arable land
to farm. One would expect that much of the change in
farming that will take place in the coming years will also
take place in these low-income countries.

Impact on farming practices
In the 1960s, something similar happened when
experts predicted that population growth would

outstrip the ability to produce food. However, that
did not occur as there was a massive increase in

4

“World Population Prospects 2019”. United Nations, Dept of Economic and Social Affairs. 2019.
What do we really know about the number and distribution of farms and family farms worldwide? Background paper for The State of Food and Agriculture
2014, Food and Agriculture Organization of the United Nations, Rome, 2014
6
https://www.huffpost.com/entry/smallholder-farmers-are-t_b_7865848
5
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industrial farming, particularly in the west, which meant
that vast quantities of grain could be grown using
hybrid seeds and chemicals. It also meant that huge
areas were transformed as small, family farms were
incorporated into larger and larger automated farms

in places like the US and Canada. These changes
involved mechanisation, applying new technologies in
crop management, harvesting, planting, storage, and
distribution.

There can be no doubt that we are entering a period of
similar innovation and development to the 1960s that
will be more or less global this time around. Yet, it faces

more significant challenges this time due to the focus
on climate, sustainability, and similar environmental
and social issues. The emphasis in the small farm side

© Commodity Technology Advisory LLC, 2021, All Rights Reserved.
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of the business is likely to be on improved organic
farming methods, agroforestry, more balanced export,
and local production, reducing certification costs,
investing in women farmers, etc. Inevitably, there will
be consolidation and more industrialisation, and the
change from small subsistence farming to co-operatives
and larger farms is already happening and set to
accelerate. The overall emphasis will probably be driven

towards more environmental and socially acceptable
methods. Other changes will include biogenetics,
increased mechanisation, innovation in irrigation, land
usage, and so on. Of course, the population growth isn’t
just creating a need for more food, but also for more
consumables like cotton, rubber, etc., that also fall into
the agricultural category of commodities.

Buying behaviour changes
Population growth and rising affluence around the
globe are driving the demand side of the equation as
well. More affluent consumers looking for fresher and
more varied produce and who have more interest in
environmental and social issues will pay a premium for
products branded that way. In turn, this is driving issues
like an increased interest in traceability. Traceability

offers brand protection for businesses selling products.
They can more rapidly identify and remove a bad batch
of products or, more efficiently, prove it was produced in
a sustainable way and without child labour. It also drives
demand for non-seasonal and non-traditional products
and impacts areas like packaging and distribution,
where greener solutions are increasingly favoured.

Need for supply chain optimisation
Initiatives like farm to fork are also driving a look at the
supply chain. How can supply chains be better optimised
and made more efficient? This starts with the farm
or producer ensuring quality and that environmental
and social standards are adhered to. It involves using
technologies like imagery to effectively manage crops
and livestock, improve time to market, yield, and much

more. From there, aggregation, inventory, logistics and
transport, processing, and so on must also be managed
more effectively to ensure the timely movement of
quality produce to markets worldwide. The physical
supply chain will be a prominent focus in agricultural
commodities for many years to come.
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Impact on risk management
Finally, risk management is also significantly impacted
by these changes. On the credit side, climate impacts
will require additional counterparty assessments.
The breaking down of historical pricing trends post
COVID lockdown has seen a migration to more

model-based market risk management with stress
testing emphasised. Supply chains are full of potential
operational and geopolitical risks that can be partially
managed through workflow, automation, and enhanced
visibility and controls.

HOW AGILE SOLUTIONS CAN HELP
As the global population grows and living standards improve, agricultural commodity markets will
grow rapidly. The demand for associated software and services will also increase considerably
over the next several years across all industry segments, including producers, aggregators,
merchants, consumer groups, commercial packaged goods, and food & beverage.
Each industry segment will have specific needs in
addition to the particular requirements to manage
each particular commodity. Horizontal needs like
risk management, supply chain management, trade
reporting, trade finance, treasury, and so on will also
all grow.
Each commodity in agriculture is different with different
physical attributes that may often have a pricing
component. The supply chains are also different with
commodity-specific processing, transportation modes
which may include refrigeration and packaging criteria.
This adds significant complexity and often results in
the use of multiple CTRM solutions specific to each
commodity. Each of these needs to be interfaced to
the ERP or accounting solution and enterprise risk
and reporting solutions. Some solutions are multicommodity capable, however.

The market for CTRM and Commodity Management
is moving to more modern technologies in the cloud
and will likely migrate towards ecosystems of solutions
away from older monolithic-type solutions for improved
agility. As stated above, these backbone solutions will
need to interface with everything from the ERP and/or
accounting solution to specific applications to support
all of the related activities across the supply chain for
each commodity concerned.
While the emphasis will be on physical commodity
supply, movement, processing and consumption,
we expect new financial instruments to be created
to support hedging needs. We also expect to see
increased collaboration through the supply chain
between different departments in the same business
and between it and external parties like banks, insurers,
logistics, and other types of entities involved in the
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movement and management of these commodities.
Process automation, workflow, and management by
exception are also set to increase to optimise supply
chains.
To cope with all of the change and growth, many
companies will need to review their current Commodity
Management/CTRM solution. This solution will need
to cater to the complexities and specifics of a single
commodity while being flexible enough to manage
multiple different commodities. It will need to allow

transparency and visibility into the supply chains and
physical side of the business and ensure that the
financial impact of these activities is under control and
remains a positive contribution to the overall business.
Moreover, it will need to be agile enough to evolve and
adapt to the business and securely support a homebased workforce. Finally, those companies that can
unleash the home-based workforce’s potential through
true collaboration, controls and tools can excel in such
an environment.

BRADY’S FINTRADE AS A FUTUREPROOF
CM/CTRM
Brady Technologies is one CTRM and CM software supplier with a long and successful history
of supporting commodity industry customers with flexible and adaptable solutions. Its Fintrade
solution offers many of the needs outlined above from bulk agricultural commodity-specific
coverage in a multi-commodity capable platform, through the entire supply chain.
It supports collaboration and workflow, provides
adequate visibility and controls while managing
transactions from start to finish, including inventory
tracing. Optionally it can offer a complete accounting
and finance solution as well.
Brady’s CTRM software solutions for bulk agricultural
and soft commodities sectors support the entire

physical trading life cycle for traders, growers, and
consumers of grains, cocoa, coffee, soya beans and
more. By helping to automate processes and increase
transparency across the value chain, Brady says that its
solutions aim to empower users to increase profits and
reduce costs while providing an agile platform on which
to adapt, grow and thrive – especially in fast changing
global markets.
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ABOUT BRADY TECHNOLOGIES
Brady provides trading, risk and logistics management
software solutions to global commodities and energy
markets. The Brady mission is to empower market
participants to trade confidently, profitably and
sustainably today and in the future.

leaders and risk managers. Brady believes in long-term
collaborative relationships with our customers. Many
have been with Brady for over 20 years. Brady is an
independent company, agile in the way it does business
and how it provides customer service.

For over 30 years, Brady has supported companies
engaged in trading metals, bulk agricultural and soft
commodities, renewables, power, oil and gas. Brady
customers include some of the most renowned
organisations from start-ups to multinationals. With
Brady software, trading, risk and operations teams can
better understand costs throughout the trading life
cycle, manage P&L, assess market and credit risks and
efficiently manage delivery logistics.

Brady can help your business improve trading margins
and reduce costs.

The Brady team proudly includes experts from various
trading sectors - including ex traders, operational

Website: www.bradytechnologies.com
Email: marketing@bradytechnologies.com
Call: +44 (0)20 3301 1200
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