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Global Certification in Commodities Trading Best Practices

Sustainability and Social Responsibility in
Commodities Trading

Sustainability in commodities trading refers to the ability to conduct business in a manner that meets
present needs without compromising the capacity of future generations to meet theirs. It encompasses
environmental stewardship, social equity, and economic viability. Traders who embed sustainability consider
the long‑term impacts of extraction, processing, and distribution on ecosystems and societies, rather than
focusing solely on short‑term profit margins.

Social Responsibility is the commitment of a trading firm to act in ways that benefit society at large. This
includes respecting human rights, supporting local communities, maintaining safe working conditions, and
ensuring transparent governance. Social responsibility is often measured through the lens of environmental,
social, and governance (ESG) criteria, which provide a framework for evaluating a company’s ethical impact
and sustainability performance.

ESG is a set of standards used by investors, regulators, and other stakeholders to assess how a business
manages risks and opportunities related to environmental, social, and governance factors. In commodities
trading, ESG analysis helps identify assets that are resilient to climate change, compliant with labor
standards, and governed by robust ethical policies. For example, a trader evaluating a palm‑oil shipment
may examine the producer’s deforestation record (deforestation), labor practices (fair labor), and board
independence (governance).

Carbon Footprint quantifies the total greenhouse gas (GHG) emissions associated with a commodity’s life
cycle, from extraction to end‑use. It is expressed in carbon dioxide equivalents (CO₂e). Understanding the
carbon footprint enables traders to compare the climate impact of different supply sources. A practical
application is the calculation of the Scope 1 emissions (direct emissions from owned or controlled sources)
for a mining operation, Scope 2 emissions (indirect emissions from purchased electricity), and Scope 3
emissions (all other indirect emissions, such as transport and processing). Traders often use these scopes to
set reduction targets and to communicate performance to investors.

GHG Emissions are gases that trap heat in the atmosphere, contributing to global warming. The primary
GHGs include carbon dioxide (CO₂), methane (CH₄), nitrous oxide (N₂O), and fluorinated gases. In
commodities trading, emissions arise from activities such as diesel‑powered extraction equipment, flaring of
natural gas, and the combustion of fuels during transport. Accurate measurement of GHG emissions is
essential for compliance with regulations such as the European Union Emissions Trading System (EU ETS)
and for participation in voluntary carbon markets.

Carbon Pricing assigns a monetary value to each tonne of CO₂e emitted, creating an economic incentive to
reduce emissions. Two main mechanisms exist: Carbon taxes (a fixed price per tonne) and emissions trading
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schemes (ETS) where permits are bought and sold. Traders must factor carbon pricing into the cost of
commodities, especially in regions where ETS coverage is expanding. For instance, a trader importing coal
into a jurisdiction with a carbon tax must incorporate the tax into the landed cost, influencing the
competitiveness of that coal relative to lower‑carbon alternatives such as natural gas.

Carbon Offsets are credits generated by projects that either avoid emissions (e.G., Renewable energy
installations) or remove CO₂ from the atmosphere (e.G., Reforestation). Offsets can be purchased to
compensate for unavoidable emissions, helping firms achieve net‑zero targets. However, the credibility of
offsets depends on rigorous verification, additionality (the project would not have occurred without the
offset revenue), and permanence. Traders need to evaluate offset providers carefully, often relying on
standards such as the Verified Carbon Standard (VCS) or the Gold Standard.

Net‑Zero pledges commit a company to balance the amount of GHG emissions produced with an
equivalent amount removed or offset, resulting in zero net emissions. In commodities trading, achieving
net‑zero may involve a combination of emission reductions, fuel switching, efficiency improvements, and
strategic procurement of low‑carbon commodities. A trader may, for example, shift a portion of its grain
portfolio to suppliers who practice regenerative agriculture, thereby reducing Scope 3 emissions and
earning carbon credits.

Scope 3 Emissions are often the largest and most complex component of a commodity’s carbon footprint,
encompassing upstream and downstream activities such as raw material extraction, processing,
transportation, and end‑use. Because these emissions occur outside the direct control of the trading firm,
they require collaborative engagement with suppliers and customers. A practical approach is the
development of a Supplier Engagement Program that sets clear expectations for data collection, shares
best‑practice guidelines, and incentivizes low‑carbon innovations.

Renewable Energy sources, such as solar, wind, and hydroelectric power, can replace fossil‑fuel‑based
electricity in processing facilities, reducing Scope 2 emissions. Traders may encourage suppliers to install
on‑site renewable generation or to purchase renewable energy certificates (RECs). For instance, a cocoa
trader could require that a processing plant source at least 50 % of its electricity from renewable sources,
verified through third‑party REC tracking.

Deforestation is the permanent conversion of forested land to non‑forest uses, often driven by agricultural
expansion, mining, or infrastructure development. Deforestation contributes significantly to global GHG
emissions and biodiversity loss. In commodities such as palm oil, soy, beef, and timber, traders must assess
the risk of sourcing from areas where forest clearing is occurring. Certification schemes like the Roundtable
on Sustainable Palm Oil (RSPO) and the Forest Stewardship Council (FSC) provide tools for verifying that
products are free from deforestation.

Biodiversity refers to the variety of life forms within an ecosystem. Commodities production can threaten
biodiversity through habitat destruction, pesticide use, and water diversion. Traders can mitigate
biodiversity impacts by supporting suppliers that adopt conservation‑friendly practices, such as maintaining
buffer zones, using integrated pest management, and preserving high‑conservation‑value areas. An
example includes a coffee trader who sources beans from farms that protect native forest patches and
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participate in the Rainforest Alliance certification.

Traceability is the ability to track a commodity’s journey from its origin to the final market. Robust
traceability systems enable verification of sustainability claims, compliance with regulations, and rapid
response to incidents such as contamination or illegal sourcing. Technologies such as blockchain, satellite
imagery, and RFID tagging enhance traceability. A trader dealing with cobalt may implement a blockchain
platform that records each transaction, ensuring the metal’s provenance is conflict‑free.

Certification Schemes provide third‑party verification that a commodity meets defined sustainability
standards. Widely recognized schemes include Marine Stewardship Council (MSC) for seafood, RSPO for
palm oil, FSC for timber, and Fairtrade for a range of agricultural products. Certification adds market value,
opens access to premium buyers, and reduces reputational risk. However, certification can be costly, and the
rigor of standards varies, requiring traders to conduct due diligence on the certifying body.

Fair Trade is a certification that emphasizes equitable pricing, decent working conditions, and community
development for producers in developing countries. For example, a tea trader purchasing Fair Trade certified
leaves can claim that farmers received a minimum price plus a social premium, which can be invested in
education or healthcare. The premium can be a tangible tool for improving livelihoods, but verification of
fund usage often requires additional monitoring.

Labor Rights encompass the rights of workers to safe conditions, fair wages, freedom of association, and
non‑discrimination. Violations such as child labor, forced labor, and unsafe workplaces are prevalent
concerns in commodity supply chains. Traders must conduct labor due diligence, often guided by the
International Labour Organization (ILO) conventions. Practical steps include on‑site audits, worker
interviews, and review of payroll records. A trader in the cotton sector may partner with NGOs to monitor
field labor practices and ensure compliance with the Better Cotton Initiative (BCI) standards.

Community Impact assesses how commodity extraction and processing affect local populations. Positive
impacts include job creation, infrastructure development, and capacity building, while negative impacts
involve displacement, loss of livelihoods, and cultural erosion. Engaging with communities through Free,
Prior and Informed Consent (FPIC) processes is essential for projects that affect indigenous lands. For
instance, a mining trader may facilitate community meetings, disclose environmental assessments, and
negotiate benefit‑sharing agreements before commencing operations.

Social License to Operate (SLO) is the informal permission granted by local communities and broader
society for a project to proceed. SLO is not a legal document but a critical risk factor; loss of SLO can lead to
protests, regulatory delays, or project shutdowns. Maintaining SLO requires ongoing stakeholder
engagement, transparent communication, and demonstrable social benefits. A trader who invests in
community health clinics near a mining site can strengthen its SLO and reduce operational disruptions.

Indigenous Peoples’ Rights are protected under international instruments such as the United Nations
Declaration on the Rights of Indigenous Peoples (UNDRIP). Commodity traders must respect these rights,
especially when operations intersect with indigenous territories. FPIC, cultural heritage preservation, and
equitable benefit sharing are key components. Failure to respect indigenous rights can result in litigation,
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reputational damage, and loss of market access.

Gender Equity in commodity supply chains involves ensuring equal opportunities, pay, and representation
for women. Gender‑focused initiatives can improve productivity and community well‑being. For example, a
cocoa trader may support women‑led farmer cooperatives, provide training on sustainable farming
techniques, and monitor gender parity in income distribution.

Health and Safety standards protect workers from occupational hazards. In commodities such as mining
and oil & gas, risks include exposure to hazardous substances, equipment accidents, and respiratory
diseases. Traders should require suppliers to adhere to recognized standards such as ISO 45001, conduct
regular safety audits, and implement incident reporting mechanisms.

Ethical Sourcing means acquiring commodities in a manner that aligns with moral and legal standards,
avoiding products linked to corruption, conflict, or human rights abuses. Ethical sourcing policies often
include prohibitions on conflict minerals, a term referring to minerals extracted from zones of armed
conflict and sold to finance violence. Traders must implement due diligence procedures, such as the OECD
Due Diligence Guidance, to trace the origin of minerals like tin, tantalum, tungsten, and gold.

Conflict Minerals pose reputational and legal risks, especially for traders involved in electronics supply
chains. Compliance with regulations such as the United States Dodd‑Frank Act Section 1502 requires
reporting the source of covered minerals. Traders can mitigate risk by sourcing from smelters that are
certified under the Responsible Minerals Assurance Process (RMAP) or by using conflict‑free smelters listed
on the U.S. Securities and Exchange Commission (SEC) database.

Supply Chain Transparency is the openness about each stage of the commodity’s journey, including origins,
processing methods, and ownership. Transparency enables stakeholders to assess compliance with ESG
criteria, facilitates risk identification, and supports regulatory reporting. Digital platforms that aggregate
data from satellite monitoring, customs records, and supplier self‑assessment can enhance transparency. A
trader dealing with timber may use satellite imagery to verify that logging activity occurs within legally
sanctioned concessions.

Due Diligence is a systematic investigation into the sustainability and ethical attributes of a commodity and
its supply chain. It involves risk assessment, data collection, verification, and remediation planning.
International standards such as the International Finance Corporation (IFC) Performance Standards and the
Task Force on Climate‑Related Financial Disclosures (TCFD) provide frameworks for due diligence. Practical
steps include mapping the supply chain, identifying high‑risk nodes, and engaging third‑party auditors to
validate claims.

Risk Assessment identifies potential environmental, social, and governance hazards that could affect
commodity value or operational continuity. In commodities trading, risks may stem from climate‑related
events (e.G., Floods, droughts), regulatory changes (e.G., Carbon taxes), or social unrest. Traders use scenario
analysis to evaluate the financial impact of these risks under different climate pathways. For example, a
grain trader may model the effect of a 2 °C temperature increase on crop yields in a key exporting region.
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Mitigation Strategies are actions taken to reduce identified risks. They can be technical (e.G., Installing
emissions control equipment), procedural (e.G., Adopting stricter supplier standards), or strategic (e.G.,
Diversifying sourcing regions). A trader facing water scarcity risk in a cotton‑producing basin might mitigate
by sourcing from areas with higher rainfall or by supporting water‑efficiency technologies among existing
suppliers.

Monitoring is the ongoing collection and analysis of data to track performance against sustainability
targets. Effective monitoring requires reliable data sources, clear indicators, and regular reporting cycles. For
instance, a trader might monitor the percentage of its oil palm purchases that are RSPO certified, updating
the metric quarterly and comparing it to a 80 % target.

Reporting involves communicating sustainability performance to stakeholders through structured
disclosures. Common frameworks include the Global Reporting Initiative (GRI), the Sustainability Accounting
Standards Board (SASB), and TCFD recommendations. Reporting enhances transparency, builds trust, and
can attract ESG‑focused investors. A trader may publish an annual sustainability report that details GHG
emissions, labor practices, and community investments, aligning each metric with the relevant GRI or SASB
standard.

Disclosure is the public or private sharing of ESG information. Voluntary disclosures often supplement
mandatory reporting, providing deeper insight into a firm’s sustainability journey. Disclosure platforms such
as CDP (formerly Carbon Disclosure Project) enable traders to submit detailed climate data, including
emissions intensity, climate targets, and adaptation plans.

Materiality determines which ESG issues are most relevant to a trader’s business and stakeholders.
Materiality assessments involve stakeholder consultation, industry benchmarking, and impact analysis. For a
trader dealing primarily in agricultural commodities, material issues may include deforestation, water use,
and labor rights, whereas a trader focused on metals may prioritize conflict minerals, mine safety, and
community relations.

Stakeholder Engagement is the process of interacting with parties who have an interest in the commodity’s
production and trade, including investors, NGOs, governments, and local communities. Engagement can
take the form of consultations, surveys, joint working groups, and public disclosures. Effective engagement
helps identify emerging concerns, build collaborative solutions, and improve risk management. For example,
a trader may convene a multi‑stakeholder forum on sustainable cotton to align expectations and
co‑develop standards.

Impact Assessment evaluates the actual or potential effects of a commodity’s production on the
environment and society. Assessments can be environmental impact assessments (EIAs), social impact
assessments (SIAs), or combined ESG impact studies. They inform decision‑making and can be required by
regulators. A trader planning to source lithium from a new mine would commission an EIA to assess water
usage, habitat disruption, and carbon emissions, ensuring compliance before signing contracts.

Circular Economy is an economic model that emphasizes resource efficiency, waste reduction, and product
life‑extension through reuse, recycling, and remanufacturing. In commodities trading, circular approaches
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may involve trading recycled metals, bio‑based plastics, or reclaimed agricultural residues. For instance, a
trader could facilitate the market for recycled aluminum, reducing the need for primary extraction and
lowering overall GHG emissions.

Waste Management pertains to the handling, treatment, and disposal of waste generated throughout the
commodity supply chain. Poor waste practices can lead to pollution, health hazards, and regulatory
penalties. Traders can encourage suppliers to adopt waste minimization techniques, such as closed‑loop
water systems or on‑site composting. A coffee trader might require that processing mills treat coffee pulp
waste through anaerobic digestion, generating biogas for energy use.

Water Stewardship focuses on responsible water use, ensuring that extraction and processing do not
deplete or degrade water resources. Water‑intensive commodities like sugarcane, rice, and cotton are
high‑risk for water scarcity. Traders can assess water risk using tools such as the Aqueduct Water Risk Atlas,
set water‑use reduction targets for suppliers, and support watershed protection initiatives.

Natural Capital is the stock of natural resources—forests, soils, water, biodiversity—that provide ecosystem
services essential for economic activity. Valuing natural capital helps traders incorporate environmental
costs into business decisions. For example, a trader may assign a monetary value to the carbon
sequestration service of a forest that supplies timber, influencing the price paid for sustainably harvested
wood.

Regenerative Practices go beyond sustainability by actively restoring ecosystems. In agriculture,
regenerative methods include cover cropping, reduced tillage, and agroforestry, which improve soil health,
increase carbon sequestration, and enhance resilience to climate shocks. Traders can differentiate products
labeled as “regenerative” and command premium prices, while also contributing to climate mitigation.

Supply Chain Resilience is the capacity to anticipate, absorb, and recover from disruptions. Climate change,
geopolitical tensions, and pandemics all test resilience. Strategies include diversifying sourcing regions,
building strategic inventory reserves, and establishing strong relationships with multiple logistics providers.
A trader dealing in copper may hedge against supply interruptions by maintaining contracts with mines in
both South America and Africa.

KPI (Key Performance Indicator) is a measurable value that demonstrates how effectively a trader is
achieving sustainability objectives. Common KPIs include GHG emission intensity (tonnes CO₂e per tonne of
commodity), percentage of certified supply, water use per unit of output, and number of worker safety
incidents. Setting clear KPIs enables performance tracking and facilitates continuous improvement.

Scorecard is a visual tool that aggregates multiple KPIs into a single dashboard, allowing stakeholders to
quickly assess sustainability performance. Scorecards often use traffic‑light color coding (green, amber, red)
to indicate target achievement. A trader might develop a scorecard that displays carbon intensity, labor
compliance rate, and community investment per region.

Data Quality is critical for reliable ESG reporting. High‑quality data is accurate, complete, timely, and
verifiable. Challenges to data quality include inconsistent measurement methodologies, lack of supplier
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cooperation, and limited digital infrastructure in remote production areas. Traders can improve data quality
by standardizing data collection templates, providing training to suppliers, and employing third‑party
verification.

Third‑Party Audit involves an independent organization reviewing a supplier’s ESG practices against defined
standards. Audits provide credibility to sustainability claims and can uncover hidden risks. However, audits
are resource‑intensive and may suffer from “audit fatigue” if conducted too frequently. A balanced
approach combines periodic audits with continuous self‑assessment and stakeholder feedback.

Verification is the process of confirming that reported ESG data is accurate and conforms to agreed
standards. Verification can be performed by accredited bodies such as the Carbon Trust for carbon data or
by certification agencies for product standards. Verified data can be used in marketing, investor
communications, and compliance reporting.

Regulatory Frameworks shape the sustainability landscape by imposing legal obligations. Key frameworks
include the EU Sustainable Finance Disclosure Regulation (SFDR), the United Kingdom Modern Slavery Act,
and the United Nations Guiding Principles on Business and Human Rights. Traders must stay abreast of
evolving regulations to avoid penalties and to capitalize on emerging market opportunities.

UN Sustainable Development Goals (SDGs) are a set of 17 global objectives ranging from poverty
eradication to climate action. Aligning trading activities with relevant SDGs—such as SDG 12 (Responsible
Consumption and Production) or SDG 13 (Climate Action)—demonstrates a commitment to broader societal
goals and can attract impact‑focused investors. A trader might map its sustainability initiatives to specific
SDG targets, reporting progress in annual disclosures.

Paris Agreement is the 2015 international treaty aiming to limit global warming to well below 2 °C above
pre‑industrial levels. The agreement obliges signatory countries to submit nationally determined
contributions (NDCs) outlining emission reduction pathways. Traders must consider the implications of
national NDCs on commodity supply—e.G., A country committing to reduce coal use may affect the
availability and price of coal in global markets.

Task Force on Climate‑Related Financial Disclosures (TCFD) provides a framework for companies to disclose
climate‑related financial risks and opportunities. TCFD recommends reporting on governance, strategy, risk
management, and metrics. For commodities traders, TCFD disclosures may include the impact of climate
change on commodity supply, the exposure of the trading portfolio to carbon pricing, and the alignment of
business strategy with a low‑carbon transition.

International Finance Corporation Performance Standards (IFC PS) set out requirements for environmental
and social risk management in projects financed by the IFC. The standards cover topics such as pollution
prevention, community health, and biodiversity. Traders seeking financing from multilateral development
banks may need to demonstrate adherence to IFC PS, integrating the standards into internal policies and
supplier contracts.

Green Bonds are debt instruments earmarked to finance projects with environmental benefits, such as
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renewable energy installations or sustainable forest management. Commodity traders can issue green
bonds to raise capital for transitioning their supply chains toward lower‑carbon practices. Investors in green
bonds often require transparent reporting on the use of proceeds and measurable environmental
outcomes.

Anti‑Corruption measures aim to prevent bribery, fraud, and illicit payments that can undermine market
integrity. Traders must implement robust compliance programs, including policies, training, whistle‑blower
mechanisms, and regular risk assessments. The OECD Anti‑Bribery Convention provides guidance on best
practices. Failure to address corruption can result in heavy fines, loss of licenses, and reputational harm.

Human Rights Due Diligence is a systematic process to identify, prevent, and mitigate adverse human rights
impacts linked to a trader’s operations and supply chain. It follows the UN Guiding Principles, requiring
impact assessment, stakeholder engagement, and remediation. In the context of commodities, this may
involve ensuring that mining activities do not infringe on the rights of local communities.

Responsible Mining refers to mining practices that minimize environmental damage, respect human rights,
and contribute positively to local economies. Standards such as the ICMM Sustainable Development
Framework provide guidance. Traders can demand responsible mining certifications from suppliers and
incorporate responsible mining clauses into purchase agreements.

Environmental Management System (EMS) is a structured approach for managing environmental impacts,
typically aligned with ISO 14001. An EMS helps traders track emissions, waste, and resource use, set
improvement targets, and achieve compliance. Implementing an EMS can also facilitate certification and
improve stakeholder confidence.

Governance encompasses the structures, policies, and processes that guide corporate decision‑making.
Good governance includes board independence, transparent remuneration policies, and robust risk
oversight. In ESG terms, governance also covers anti‑money‑laundering controls, data privacy, and ethical
conduct. Investors increasingly scrutinize governance as a predictor of long‑term performance.

Transparency is the openness with which a trader shares information about its ESG performance, policies,
and decision‑making processes. Transparency builds trust and enables stakeholders to hold the trader
accountable. Tools such as public sustainability reports, real‑time dashboards, and open data portals
enhance transparency.

Stakeholder Mapping is the identification and categorization of all parties affected by or interested in a
trader’s activities. Mapping helps prioritize engagement efforts and allocate resources effectively. Typical
stakeholder groups include investors, customers, suppliers, NGOs, regulators, local communities, and
employees.

Materiality Matrix visualizes stakeholder concerns against the business impact of ESG issues, highlighting
which topics warrant strategic focus. The matrix aids in setting sustainability priorities and aligning
resources with the most significant risks and opportunities.

Climate Adaptation involves preparing for the physical impacts of climate change, such as extreme weather
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events, sea‑level rise, and shifting growing seasons. Traders can support adaptation by investing in
climate‑resilient infrastructure, diversifying sourcing regions, and collaborating with suppliers on
climate‑smart practices.

Climate Mitigation focuses on reducing GHG emissions to limit future warming. In commodities trading,
mitigation actions include sourcing low‑carbon commodities, improving logistics efficiency, and supporting
renewable energy projects. Traders may set science‑based targets (SBTi) that align with the Paris
Agreement’s temperature goals.

Science‑Based Targets (SBTs) are emission reduction goals grounded in climate science, ensuring that a
company’s pathway is consistent with limiting warming to 1.5 °C or 2 °C. Traders can adopt SBTs for their
operational emissions (Scope 1 & 2) and for the broader commodity portfolio (Scope 3). Alignment with SBTi
enhances credibility and can attract climate‑focused investors.

Carbon Neutral denotes a state where net GHG emissions are zero, achieved through a combination of
emission reductions and offsets. Carbon‑neutral claims must be substantiated by transparent accounting,
third‑party verification, and adherence to recognized standards. Traders may achieve carbon neutrality for
specific product lines, such as “carbon‑neutral soybeans,” by offsetting the emissions associated with
cultivation and transport.

Carbon Capture and Storage (CCS) is a technology that captures CO₂ from industrial processes and stores it
underground. While still emerging, CCS can be relevant for high‑emission commodities like coal and natural
gas. Traders investing in CCS projects can claim emissions reductions, potentially earning carbon credits for
future sales.

Renewable Energy Certificates (RECs) represent proof that one megawatt‑hour of renewable electricity has
been generated and fed into the grid. Purchasing RECs allows traders to claim renewable electricity use for
their operations, even if the physical electricity comes from a mixed grid. RECs are a common tool for
meeting renewable energy targets.

Energy Efficiency measures reduce the amount of energy required to produce a commodity. Examples
include upgrading furnace insulation, optimizing logistics routes, and implementing variable‑speed drives
on equipment. Energy efficiency delivers cost savings, reduces emissions, and often qualifies for incentives
or rebates.

Carbon Intensity is the amount of CO₂e emitted per unit of commodity (e.G., Kg CO₂e per tonne of wheat).
Carbon intensity metrics enable benchmarking across suppliers and regions. Traders can set intensity
reduction targets, rewarding suppliers that achieve lower values with preferred contract terms.

Carbon Disclosure involves reporting the quantity and sources of GHG emissions to stakeholders. Disclosure
standards such as CDP, GRI, and TCFD provide guidance on the depth and format of information required.
Accurate carbon disclosure strengthens market credibility and informs investors’ ESG assessments.

Supply Chain Mapping is the process of visualizing all entities involved in moving a commodity from raw
material to final customer. Mapping helps identify high‑risk nodes, data gaps, and opportunities for
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intervention. Tools such as GIS mapping, supplier questionnaires, and blockchain ledgers facilitate
comprehensive supply chain mapping.

Blockchain is a distributed ledger technology that records transactions in an immutable, transparent
manner. In commodities trading, blockchain can enhance traceability, reduce fraud, and streamline
documentation. For example, a blockchain platform may record each step of a copper shipment, from mine
to refinery, providing an auditable trail for compliance and ESG verification.

Satellite Monitoring uses remote sensing data to observe land‑use changes, deforestation, water stress, and
other environmental indicators. Traders can employ satellite imagery to verify that suppliers are adhering to
no‑deforestation commitments. Real‑time monitoring alerts traders to potential violations, allowing rapid
response.

Integrated Reporting combines financial and ESG information into a single, cohesive report, reflecting the
interconnected nature of value creation. Integrated reports help stakeholders understand how sustainability
performance influences financial outcomes. The International Integrated Reporting Council (IIRC) provides a
framework for such reporting.

Stakeholder Capitalism is an economic model that prioritizes the interests of all stakeholders—not just
shareholders—in corporate decision‑making. In commodities trading, stakeholder capitalism encourages
firms to consider the welfare of workers, communities, and the environment alongside profitability. This
approach aligns with the growing demand for purpose‑driven businesses.

Impact Investing allocates capital to generate measurable social and environmental benefits alongside
financial returns. Traders can attract impact investors by demonstrating robust ESG performance,
transparent impact measurement, and alignment with SDGs. Structured products such as
sustainability‑linked loans can embed ESG performance covenants, adjusting interest rates based on
achievement of predefined targets.

Greenwashing is the practice of conveying a false or misleading impression of environmental responsibility.
In commodities trading, greenwashing can occur when firms overstate the sustainability of their supply
chain or use vague claims without substantiation. To avoid greenwashing, traders must ensure that all
sustainability statements are backed by verifiable data, third‑party certification, and clear methodology.

Verification Standards provide criteria for assessing the credibility of ESG claims. Examples include the ISO
14064 standard for GHG accounting, the Carbon Disclosure Project methodology for emissions reporting,
and the Responsible Sourcing Network standards for labor practices. Adherence to these standards
enhances stakeholder confidence and reduces reputational risk.

Stakeholder Feedback Loops are mechanisms that allow continuous input from stakeholders to be
incorporated into business processes. Feedback loops may involve regular surveys, community advisory
panels, or grievance mechanisms. By acting on feedback, traders can improve ESG performance and
strengthen relationships.

Grievance Mechanism provides a channel for individuals or communities to raise concerns about adverse
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impacts. Effective grievance mechanisms are accessible, confidential, and capable of delivering timely
remedies. In commodities trading, a grievance mechanism might be used by a local farmer to report
land‑use conflicts arising from a new mining contract.

Performance Benchmarking compares a trader’s ESG performance against industry peers or best‑practice
standards. Benchmarking helps identify gaps, set realistic targets, and demonstrate leadership. For instance,
a trader may benchmark its carbon intensity against the average for the global copper market, aiming to be
in the top quartile.

ESG Integration incorporates ESG considerations into traditional financial analysis and decision‑making.
Traders that integrate ESG may adjust risk premiums, modify portfolio allocations, or set exclusion criteria
based on sustainability performance. Integration can be quantitative (e.G., Scoring models) or qualitative
(e.G., Narrative assessments).

Risk Appetite defines the level of ESG risk a trader is willing to accept. Establishing a clear risk appetite
guides investment decisions, supplier selection, and portfolio composition. A trader with a low ESG risk
appetite may exclude high‑risk commodities such as conflict minerals or products linked to severe
deforestation.

Scenario Analysis evaluates how different future states—such as a rapid transition to low‑carbon
technologies—affect commodity prices, supply availability, and financial performance. Scenario analysis
informs strategic planning, stress testing, and capital allocation. A trader might model the impact of a 3 °C
global temperature increase on wheat yields and adjust sourcing strategies accordingly.

Transition Risk refers to financial losses associated with the shift toward a low‑carbon economy, including
policy changes, technological innovations, and market preference shifts. In commodities, transition risk can
manifest as reduced demand for coal or increased costs for carbon‑intensive inputs. Traders must assess
transition risk to protect portfolio value.

Physical Risk stems from climate‑related events that directly affect commodity production, such as floods,
droughts, and hurricanes. Physical risk can cause supply disruptions, price volatility, and damage to assets.
Traders can mitigate physical risk through diversified sourcing, insurance, and investment in climate‑resilient
infrastructure.

Regulatory Risk arises from changes in laws, standards, or enforcement that affect commodity trading
activities. Examples include the introduction of carbon taxes, stricter labor regulations, or bans on certain
chemicals. Proactive monitoring of regulatory developments enables traders to adapt quickly and avoid
compliance penalties.

Reputational Risk is the potential loss of trust and market value due to perceived ESG shortcomings.
Negative publicity from issues such as child labor, environmental spills, or corruption can erode stakeholder
confidence. Reputation management involves transparent communication, rapid response to incidents, and
demonstrable ESG improvements.

Supply Chain Finance provides working capital solutions to suppliers, often incentivizing sustainable
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practices. For example, a trader may offer early payment discounts to suppliers who meet specific ESG
criteria, encouraging investment in cleaner technologies. Sustainable supply chain finance aligns financial
incentives with environmental and social goals.

Carbon Accounting is the systematic measurement, reporting, and verification of GHG emissions. It follows
recognized methodologies such as the GHG Protocol, ensuring consistency across Scope 1, 2, and 3
emissions. Accurate carbon accounting underpins target setting, performance tracking, and stakeholder
reporting.

GHG Protocol is the most widely used international accounting framework for GHG emissions. It provides
guidance on calculating emissions, setting boundaries, and reporting. Traders adopt the GHG Protocol to
ensure comparability and credibility of their emissions data.

Science‑Based Targets Initiative (SBTi) validates companies’ emission reduction targets against climate
science. By committing to SBTi‑approved targets, traders demonstrate alignment with the Paris Agreement
and can differentiate themselves in the market.

Carbon Neutrality Certification is granted by accredited bodies to organizations that have achieved net‑zero
emissions through a combination of reductions and offsets. Certification provides third‑party validation and
can be used in marketing and stakeholder communications.

Renewable Energy Procurement involves purchasing electricity generated from renewable sources, either
through power purchase agreements (PPAs) or via RECs. Traders can use renewable procurement to lower
operational emissions and meet corporate sustainability commitments.

Power Purchase Agreement (PPA) is a long‑term contract to buy electricity directly from a renewable energy
project. PPAs provide price certainty and support the development of new renewable capacity. A trader may
enter a PPA to source solar power for its processing facilities, reducing reliance on grid electricity.

Carbon Capture Utilization and Storage (CCUS) expands on CCS by finding commercial uses for captured
CO₂, such as enhanced oil recovery or conversion into chemicals. While still emerging, CCUS offers a
pathway to reduce net emissions from high‑intensity commodities.

Environmental Impact Assessment (EIA) is a systematic process to predict the environmental consequences
of a proposed project. In commodities, EIAs are often required for mining concessions, oil pipelines, and
large agricultural expansions. Traders must ensure that EIAs are comprehensive, inclusive, and publicly
disclosed.

Social Impact Assessment (SIA) evaluates the social consequences of a project, including effects on
livelihoods, health, and cultural heritage. An SIA may involve community surveys, focus groups, and
participatory mapping. Traders use SIA findings to design mitigation measures and benefit‑sharing
arrangements.

Stakeholder Mapping helps identify who is affected by commodity production and trade, ranging from local
farmers to multinational buyers. Mapping informs engagement strategies, risk prioritization, and
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communication plans.

Community Development Programs are initiatives that invest in local infrastructure, education, health, and
economic empowerment.
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