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ACE Premise

The main problem in agriculture in Malawi, particularly in the 
maize market, is price volatility and unpredictability. When 
farmers put a seed in the soil, they have no idea what the 
price will be. In some years, the price will be lower than the 
production cost, which is the very reason why there is no 
commercial farming of maize and little commercial farming of 
any cash crops. It is simply too risky. Subsistence farmers don’t 
have a choice – they must farm and hope for the best! 



Make Markets Work 
Any attempt to increase production – whether this is 

development projects, input subsidies or promotion of 
mega-farms – will lose its effectiveness if the market is 

failing!







Receipt Volume and Finance 

Scaling
• Forward 

Contracts
• Price Risk 

converted to    
off-taker risk   

The Beginning
• Haircut Finance
• Small holder 

inclusion 
• Price Risk  

Market Implosion 
• Price drop – 80%
• Fraud in Collateral 

Management    
• Losses – retraction of 

finance 

Adaptation 
• Tradition CMA 

Structure
• No Haircut 

Finance 
• No Forward 

Contracts 

Going Forward  
• Haircut re-

introduced in 
2022 - limited

• Inclusivity 
through Risk 
Mitigation 
Products 

• Forward 
Contract Re-
introduced 

• High Volumes –
Public Good.    

ACE Commodity Fund & option 
contracts/price insurance



Haircut Finance – Actual gains 2011 – 2017   
The “risky” benefits for smallholders.  

Average Profit for 
Depositors  

2011 30%
2012 25%
2013 -17%
2014 9%
2015 45%
2016 -27%
2017 16%

2013 by Commodity 
Maize -20%
Pigeon Peas 23%

2016 by Commodity 
Beans -3%
Cow Pea -49%
Maize -11%
Pigeon Peas -82%
Popcorn 177%
Rice -94%
Soya -21%
Sunflower 236%





Market 
implosion 2017

Price Risk !

Who should 
take it   



Price analysis – 2018 – 2023



Commodity 
Fund 

Investors Banks

Blended Finance Modalities 

Risk Mitigation

Increase Agricultural Finance Liquidity and Financial Inclusion 

WRS 

Farmers Processors Traders

Export 



Option Contracts – term sheet 



Option Contracts works for banks – but can it 
protect the farmers?
• What if farmers could insurance market price after harvest
• Commercial farming – increased production 
• High price volatility – high insurance/option premium  

Key Question – if one would subsidize the price premium – would 
price volatility reduce over time so premiums would come down and 

reduce the need for subsidy. 
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