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A Unique Challenge

THE CONTEXT

� Majority by very small, 
smallholder production

� Indigenous cultivation 
over millennia

THE EXCHANGE

� Order and integrity:
- of product (grades and 
standards, warehousing)

over millennia
� Highly differentiated, 

estimated 30,000 
varietals 

� Complex supply chain, 
embedded relationships

- of transaction 
(membership, payment 
clearing)  

� Competitive price discovery 
(single trading platform)

� Transparency (market data)
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� The ECX Balancing Act:  

Addressing Specialty Needs within 
Commodity Exchange Framework
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Information Coordination
Complexity      � Standards
People Systems



A Unique Solution

� Many actors (low 
barriers to entry)

� Highly differentiated 
coffee standardscoffee standards

� Market data wide reach
� Powered by technology
� Rules and processes 

based
� Commitment to flexibility 4



How ECX trading works

Farmer, cooperative, or 
trader brings coffee to 
Exchange-operated 
delivery center

Seller posts offer 

ECX Trading Floor

• Order 
reconciliation

• Clearing and 
settlement

ECX Back Office
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The Exchange assesses 
quality and issues  
Electronic Warehouse 
Receipt on basis of 
quality and weight Buyer posts bid

Order 
Matching

• Market information 
transmission

•Market surveillance

•Risk management

• Member database

•Disaster recovery

•Data center

Buyer deposits pre-
trade funds into 
settlement account in 
Exchange partner bank



WAREHOUSE GOODS 
MARKET DATA 

DATA 
CENTER

MARKET 
SURVEILLANCE
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MEMBERSHIP 
MANAGEMENT

Integrated ECX Technology Solution

6

WAREHOUSE GOODS 
RECEIVING (QUALITY AND 
QUANTITY 
CERTIFICATION)

MARKET DATA 
PROCESSING 

CENTRAL 
DEPOSITORY OF 
WAREHOUSE 
RECEIPTS

CLEARING AND 
SETTLEMENT 

TRADE ORDER 
MATCHING AND 
RECONCILIATION
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The Core Elements

SYSTEMS
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PROCESSES PEOPLE



ECX….The First Year
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Operational Performance
� 450 Members
� 781 unique coffee types/grades traded
� 161,000 tons of export and domestic grade coffee 

handled in 14 warehouses
� 14,247 trades, daily all day trading� 14,247 trades, daily all day trading
� US $400 million settlement (daily $2-5 mill)
� 3797 Pay-Ins from buyers; 6903 Pay-Outs to 

Sellers (T+1)
� Real time market data dissemination: 2-4 seconds 

to 23 market sites
� NO SYSTEM DOWN, NO TRANSACTION 

ERROR, NO PAYMENT DEFAULT OR DELAY
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Impacts

� Website daily hits from 77 to 1000+
� Data feeds to Bloomberg,Reuters (2nd

most frequent hits in Africa following 
SAFEX)SAFEX)

� 12% participation by smallholder 
cooperatives (>848,000 farmers)  

� Improved quality impact on exports
� Improved returns to farmers
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Year 2….The Specialty Year
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ECX Specialty Strategy: Two track

� TRACK 1:   Modify ECX grading system 
to adopt international specialty grading 
standards  and modify ECX coffee 
classification and trading system to allow classification and trading system to allow 
greater differentiation by origin

� TRACK 2:  Create a fully traceable direct 
trade mechanism    
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Where We Are Headed

� TRACK 1:  Launched in November 2009
� Training and certification of 47 ECX Q Graders
� Creation of second “Arrival Q” cup assessment   

after initial screening of top 3 grades:  AQ1 and 
AQ2  (SCAA/CQI partnership)AQ2  (SCAA/CQI partnership)

� Adoption of SCAA physical evaluation, roasting, 
and grinding protocols

� Movement toward SCAA certification of regional 
laboratories (currently 3, 8 within 12 months)

� Trading on basis of sub-origin (district level) for 
AQ coffees
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Early Assessment of Specialty1

� January 2010 on January 2009 
comparison reveals:
� Dramatic increase in volume of top grade 

coffee traded by 2.2 times (122%) ! for washed coffee traded by 2.2 times (122%) ! for washed 
coffee  (compared to 72% increase in overall 
volume) 

� Share of specialty grade coffee traded out of 
total washed coffee volume traded :  32% !

� Increased value of trade:  by 17%

� Intangibles:  Farmer awareness, HOPE
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Track 2:  Direct Specialty Trade (DST)
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Direct Specialty Trade (DST)

� Based on law which allows producers to directly 
sell to international market

� DST includes role for Export Service Provider
� ECX-DST value add to the market is:

� Quality screening of specialty quality
� Identity-preserved warehousing
� Buyer pre-registration and seller catalog issuance
� Lot by lot monthly bidding session 
� Audit function of export service provider and 

international sales contract outcome



DST…Traceable, Reliable, Sustainable

� Engages smallholder 
farmers directly (coops)

� Requires 85% of FOB 
price to grower

� Enables specialty � Enables specialty 
discovery and price 
discovery

� Direct trade of certified 
coffees 

� Transparency combined 
with reliability 
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First DST Session: February 17
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February 17 –
1st Historic DST 

Session �

44 lots in warehouse
-17 containers
-35 primary coops
-25   85+ cup score

26 buyers
13 sample requests
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ECX Specialty uniquely positions Ethiopia:
� With 100% arrival coffees assessed by ECX, 

likely the most advanced and decentralized 
nationwide specialty quality discovery mechanism 
in the world

� Likely the most sophisticated market technology 

In sum 

� Likely the most sophisticated market technology 
applied to domestic coffee marketing

� Likely the only commodity exchange in the world 
to offer price discovery with product differentiation

� As much as 70% of total export coffee may be 
specialty  (120,000+ tons or 2 million bags!)
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WWW.ECX.COM.ET
+251 -11- 554- 7001

Eleni.Gabre-Madhin@ecx.com.et


