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…. A thorough understanding of local commodity 
exchanges is increasingly crucial, and even more 
so is a concentrated emphasis on African local 
commodity exchanges for effectively managing 
price volatility…. (Omeihe, 2023)

PREFACE



Commodity Exchange
Explained

Serve as highly 
effective 

platforms where 
buyers and 

sellers converge

Primarily to 
enhance their 

price risk 
management 
capabilities 

Optimise the 
marketing of 

tangible goods.

Offer well-
documented 
development 
advantages, 
promoting 
economic 
inclusivity

Strengthening the 
connection between 

agriculture and 
finance, 

Enhancing the 
efficiency and 

competitiveness 
of the commodity 

sector.



Commodity Exchange
Explained

Source: NCX



1. A notable aspect of recent inquiries into the shortcomings of LCXs is their 
limited success in unlocking their potential to stimulate agricultural production

2. An inefficient local commodity exchange not only escalates transaction costs 
but also falls short of assisting buyers and sellers in establishing suitable 
commodity prices

3. One of the significant risk factors for commodity-dependent developing 
nations is price risk, which impacts all stakeholders within commodity-
producing countries' markets

4. The effectiveness of a commodity exchange relies on the number of 
participants, their educational background, and their understanding of the 
exchange.

Four lessons that capture the problem statement



CONTEXT- NIGERIAN 
COMMODITIES EXCHANGE (NCX)

o These concerns demand swift attention to facilitate agricultural production at the farm 
level and alleviate the substantial revenue losses endured by farmers

o The government has devised strategies to revamp the Nigeria Commodity Exchange 
(NCX), with the objective of enhancing agricultural productivity, enhancing price 
determination and transparency, and stabilising food prices

o Underdeveloped segments of the commodity ecosystem and a lack of enabling 
legislation including existing laws & and regulations

o A deficient overarching strategy at the NCX that restricts collaboration with prosperous 
commodity exchanges in Africa and beyond

o Shortcomings in establishing a robust corporate governance framework within the NCX 
and the imperative need for the implementation of efficient risk management procedures

o Absence of financial inclusion initiatives, demanding a need to make financial 
services affordable to farmers;

o Need for benchmarking, plus a review of the commodity trading structure, 
practices and ecosystems in India, Brazil, Ethiopia (others i.e Malawi, Rwanda 
and South Africa)



Top 10 Agricultural Exports from Nigeria in 2020
Contribution to Agriculture Sector in 2020

Non-Oil Export by Product in 
Percentage (2020)

Source NCX Report 



Top Ten Crop Producing States vis-à-vis Available 
Storage Facilities

Source NCX Report 



Commodity Price Volatility 

(1) Volatility is an indicator of 
variation over a specific time 
frame.

(2) Volatility can emerge due to factors 
such as transportation costs, trade 
tariffs and fragmentation of the market 
(E.g.) In the natural gas market, where 
a substantial portion of traded volumes 
is distributed via pipelines)

(3) For one thing, the 
question becomes one of 
establishing how price 
volatility can be managed?

(4) Other volatility faces 
by consumers may 
include, incomplete pass-
through of
commodity price changes, 
differences in exchange 
rate dynamics, different 
tax regimes
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(5) Key Drivers
Demand, Geopolitical Events
Trade Policy, Climate Change
Market Transparency, Technological 
Change, Exchange Rates
Supply 





Volatility of crude oil and copper pricesVolatility of wheat and cotton prices

Source: UNCTAD (2023)



Institutional Logics (Omeihe, 2023) 

Managing Price Volatility Risks by the NCX caused by MSF and MDF( Systemic shocks)

Enhancing market transparency, delivering timely 
and precise information can be achieved through the 
utilization of information and communication 
technology (ICT). 

Establish sufficient storage infrastructure and perform 
accurate analysis and forecasting to minimize disparities 
between anticipated and real demand.

Financing and 
technical capacity 
needs for climate 

adaptation

Demand Risk

Logistic Risk 

Legal Risk 

Broadening the 
economic base 
through diversification 
constitutes a critical 
strategy for nations 
reliant on 
commodities. Mitigate 
the adverse impacts of 
commodity price 
fluctuations.

Market Risk

Political Risk

Stewardship

Technological 
Risk 

….put succinctly, it presupposes an 
understanding of NCXbehaviour located 
within social and institutional contexts 

Savings funds are 
created to manage the 
long-term financial 
surpluses



SUMMARY AND DIRECTION 

Transparency. 
Trading platforms, 
warehouse receipts 

Improve storage, 
grading standards

Strengthen
financial

institutions and
mechanisms 

Fiscal  buffers can act as 
an insurance against fiscal 

distress in the
event of commodity price 

drops. 

Overall Institutional 
Reforms and 

establishing  a new 
NCX blueprint 

Encourage Traceability 
and Global GAP 

Certification.

Synergies across MDA 
and relevant ministries 

Improve efficiency of 
trading platform eg
single platform NSE

Encourage trust with 
smallholder farmers’ 

associations and encourage 
them to trade on exchange 

New Regulations to attract 
private sector investments 
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