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BOTTOM LINE

Direct trade is rapidly becoming a strategic imperative for specialty coffee
roasters entering wholesale, driven by strong consumer demand for ethical,
traceable coffee and the need for supply chain stability amidst market volatility.
While it offers significant benefits like enhanced farmer income and access to
unique, high-quality beans, its implementation requires substantial investment
in relationships and logistics due to a lack of formal standardization. Roasters
successfully leveraging direct trade are well-positioned to capture a growing
market share by aligning with consumer values and securing a resilient supply
chain.

MARKET ADOPTION FARMER IMPACT CONSUMER DEMAND
Growing Significantly Higher High

35% of specialty coffee sales in Income Over 80% willing to pay more for

2026 ethical beans

20-50% more per pound, up to 60%
income increase vs. fair trade

WHAT MATTERS

e The overwhelming consumer willingness to pay more for traceable and ethically sourced specialty
coffee creates a compelling market opportunity for direct trade models.

e Direct trade's capacity to provide significantly higher income for farmers, fostering long-term and
stable supply relationships that mitigate market volatility.

e The dual benefit of direct trade as both an ethical choice and a strategic business decision for
market differentiation, ensuring quality control and supply chain resilience.

RECOMMENDED ACTIONS

e Prioritize building and nurturing long-term, transparent relationships with growers, establishing
clear pricing structures and multi-year commitments to ensure supply stability and foster loyalty.

e Investin or partner with specialized logistics and financial services to navigate the complexities of
international importing, including upfront payments for bulk green coffee and managing currency
risks.

e Effectively communicate the unique story and ethical impact of direct trade sourcing to wholesale
clients and end-consumers, leveraging it as a core differentiator for brand and product offerings.



THEMES

e Relationship-based Sourcing

e Ethical Consumption and Transparency

e Market Differentiation and Quality Control
e Supply Chain Resilience and Risk Mitigation

e Sustainability and Farmer Empowerment
SUMMARY

Direct-trade sourcing models for specialty coffee roasters represent a strategic shift towards direct
relationships with growers, emphasizing transparency, quality, and equitable compensation. This approach,
which bypasses traditional intermediaries, has gained significant traction since the early 2000s and is now an
essential business strategy for roasters, driven by strong consumer demand for ethically sourced and traceable
products, as well as the need for supply chain stability amidst market volatility. While offering substantial
benefits for both roasters and farmers, the model presents challenges related to its lack of formal
standardization, logistical complexities, and scaling difficulties.

KEY FINDINGS

FINDING

Farmers engaging in direct trade often receive significantly higher compensation.

EVIDENCE

Farmers frequently earn 20-50% more per pound for their high-quality beans, with direct trade pricing in
2026 consistently exceeding Fair Trade minimums by over 25%. Some reports indicate a 60% increase in
income compared to traditional fair trade models for direct trade farmers.

SIGNIFICANCE

This enhanced compensation improves financial stability for farmers, encourages reinvestment in
sustainable practices, and supports higher quality coffee production, which are core tenets of the direct
trade model and a key differentiator from other certifications like Fair Trade.

FINDING

Strong consumer demand is a primary driver for the adoption of direct trade models.

EVIDENCE

Over 80% of specialty coffee drinkers are willing to pay more for traceable, ethically sourced beans, a
preference that continues to grow.

SIGNIFICANCE

This consumer-driven demand provides a clear market incentive for specialty coffee roasters to adopt
direct trade, allowing them to differentiate their offerings and capture a premium segment of the market
by meeting ethical and transparency expectations.



FINDING
Direct trade has evolved into a strategic business imperative for roasters.

EVIDENCE

Following record high global coffee prices in February 2025, direct trade transformed from primarily an
ethical choice into an essential business strategy, offering price stability and control over supply chains
amidst market volatility and unprecedented pressure on roasters' margins.

SIGNIFICANCE

This shift highlights direct trade's role in risk mitigation and supply chain resilience, making it attractive for
roasters seeking dependable year-round supply and predictable pricing, especially when expanding into
wholesale operations.

FINDING

The direct trade segment of the specialty coffee market is experiencing notable growth.

EVIDENCE

Direct trade accounted for 35% of specialty coffee sales in 2026. The global specialty coffee market, valued
at approximately USD 80.47 billion in 2024, is projected to reach USD 178.67 billion by 2032, expanding at
a CAGR of 9.77%.

SIGNIFICANCE

This growth indicates a consolidating market trend where transparent and quality-focused sourcing
models like direct trade are gaining market share, creating significant opportunities for roasters to
leverage this model for wholesale expansion.

FINDING

Significant operational challenges persist in direct trade implementation.

EVIDENCE
Direct trade lacks a formal legal definition or certification, is time-consuming and difficult to scale, and
requires roasters to assume greater responsibility for international logistics, financing, and upfront
payments for large quantities (e.g., a single container holding up to 22 tons).

SIGNIFICANCE

These complexities can be a barrier for specialty roasters, particularly smaller ones entering wholesale,
demanding specialized expertise and substantial resource investment beyond traditional sourcing
methods.

OPEN QUESTIONS

e How can the lack of a universal definition for 'direct trade' be addressed to prevent 'relationship washing'
and ensure consistent ethical and quality standards across the industry?
e What innovative solutions or collaborative models can mitigate the logistical complexities and financial

burdens associated with direct trade, making it more accessible and scalable for small to medium-sized
roasters in wholesale supply?

e To what extent do current direct trade practices genuinely foster holistic sustainability beyond quality and
price, particularly in areas like climate adaptation for less-resourced farmers?



RECOMMENDATIONS

e |Implement rigorous internal transparency protocols for direct trade, including publicly documenting pricing
(FOB), farm names, and multi-year commitment details, to build unwavering trust with wholesale clients and
consumers.

e Develop strategic partnerships with logistics providers and financial institutions that specialize in green
coffee importing to manage international shipping, currency risks, and large upfront capital requirements,
thereby reducing the operational burden on roasters.

e (Create a diversified sourcing strategy that balances exclusive, small-batch micro-lots with consistent, higher-
volume direct trade relationships to meet the varied demands of the wholesale market while ensuring long-
term producer commitment and stability.

TIMELINE

e Early 2000s: Direct trade sourcing models gained significant traction in the specialty coffee industry.

e 2002: Companies like Intelligentsia began using 'Direct Trade' as an unregistered trademark.

e 2024: Global specialty coffee market valued at approximately USD 80.47 billion.

e 2024: Global coffee market valued at over $461 billion.

e 2024/2025: Global coffee consumption, estimated at 177 million 60-kg bags, outpaced production of 174.4
million 60-kg bags.

e February 2025: Record high global coffee prices, with Arabica prices peaking at US$4.41/1b.

e April 2025: Trump administration imposed tariffs on coffee-producing countries, including a 50% levy on
Brazil.

e August 2025: Brazilian coffee exports to the US plummeted by 46% due to imposed tariffs.

e October 2025: Over 80% of specialty coffee drinkers expressed willingness to pay more for traceable,
ethically sourced beans.

e December 2025: Fairtrade-certified coffee output exceeded 578,000 metric tons globally, and Rainforest
Alliance-certified coffee production reached 1.7 million tonnes.

e 2025: The global coffee market was valued at USD 176.55 billion.

e 2025: New roasters, such as Tracer Coffee, began focusing on direct trade and origin storytelling.

e Early 2026: Arabica prices dropped by 25% from their February 2025 peak, causing uncertainty for growers.
e 2026: Direct trade pricing consistently exceeded Fair Trade minimums by over 25%.

e 2026: Direct trade accounted for 35% of specialty coffee sales.

e 2026: Global economic growth slowed to 3.1%.

e 2026: Gento Coffee Roasters was recognized as a Top Wholesale Coffee Supplier in Latin America,
implementing direct trade models.

e 2026: Digital tools for traceability and expanded sustainability certifications began emerging in the specialty
coffee industry.

e 2025-2026 crop year: USDA projected global coffee production at a record 178.8 million bags, up 3.5 million
bags from the previous year, with a forecasted supply surplus of 4.9 million bags.

e 2026-2033: B2B channels for coffee sales are projected to grow at a CAGR of 4.8%.
e 2031: The global coffee market is estimated to reach USD 238.99 billion.
e 2032: The global specialty coffee market is projected to reach USD 178.67 billion.



BIGGER PICTURE — KNOCK-ON EFFECTS

e Economic: The direct trade model provides significantly higher and more stable income for coffee farmers,
fostering economic stability and growth in coffee-producing regions by allowing reinvestment in farms and
communities.

e Social: Improved financial stability for farmers from direct trade contributes to better living standards and
supports community development and social programs in origin countries.

e Political: Geopolitical events, such as tariffs imposed by major economies, can severely disrupt established
trade flows, as seen with the 50% levy on Brazilian coffee in 2025, impacting global economic growth and
trade relations.

e Environmental: Direct trade emphasizes climate-friendly farming, carbon-neutral shipping, and climate
adaptation practices, contributing to more sustainable agricultural methods and mitigating the
environmental impact of coffee production. Climate change itself, however, poses a significant threat to
coffee consistency and yield.

e Technological: The integration of digital tools for traceability, virtual cuppings, and remote quality control is
transforming industry practices, enhancing transparency and efficiency throughout the supply chain.

GAPS / WHAT WE COULD NOT DETERMINE

e Specific case studies or examples of small to medium-sized specialty coffee roasters successfully
transitioning into wholesale supply using direct trade models.

e Detailed quantitative analysis on the average financial investment (upfront costs, logistics, relationship
building) required for roasters to establish and maintain direct trade relationships for wholesale volumes.

e Comparative analysis of the long-term risk mitigation effectiveness of direct trade versus other sourcing
models under diverse market and climate volatility scenarios.

e Mechanisms or support systems for smaller, less-resourced farmers to enter and sustain direct trade
relationships with specialty roasters.

e More granular information on the 'digital tools for traceability and expanded sustainability certifications'
emerging in 2026, including specific technologies or platforms.

ASSUMPTIONS MADE

e The provided source material is current and accurate as of its stated dates, particularly for market figures
and trends in 2025-2026.

e The term 'specialty coffee roasters' implies a business focus on high-quality, often single-origin, coffee.

e The scope of 'wholesale supply' primarily encompasses B2B transactions with entities such as cafes, hotels,
and foodservice operations.

CONTRADICTIONS FOUND

e There are differing figures for the global coffee market size: one source states USD 176.55 billion in 2025,
estimated to reach USD 238.99 billion by 2031, while another states over $461 billion in 2024. This suggests
a potential distinction between 'global coffee market' and 'global specialty coffee market' that is not always
explicitly clarified or consistently valued.

e The global specialty coffee market is valued at approximately USD 80.47 billion in 2024, projected to reach
USD 178.67 billion by 2032. This figure, specifically for 'specialty coffee’, is much smaller than the overall



'global coffee market' figures cited, indicating a clear segmentation but also highlighting the ambiguity if

'global coffee market' figures are sometimes conflated or used broadly.

AMBIGUITIES

e The precise definition and consistent application of 'direct trade' remain ambiguous due to the absence of a
universal, regulated definition or third-party certification, leading to potential 'relationship washing' if not

genuinely practiced.

While direct trade aims to 'cut out the middlemen,' the extent to which roasters truly bypass intermediaries

is unclear, as they often still rely on exporters, importers, and logistics partners for shipping, warehousing,

and currency risk management.
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high confidence - grounded in 58 sources



