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Climate change and the war in Ukraine are set to keep food prices at far higher
levels than before the Covid-19 pandemic, despite signs of moderation in global
commodity markets, economists and agriculture experts have warned. Wholesale
food prices have stabilised over recent months, raising hopes that the surge in
the retail cost of staples such as rice, bread and milk seen in the past two years
would diminish in 2023.

The latest update of the food price index of internationally traded agricultural
commodities, compiled by the UN Food and Agricultural Organization (FAO),
published on Dec 02, posted its eighth consecutive monthly decline in
November since peaking in March. The November index showed prices were just
0.3 % higher than a year earlier. However, the stabilisation in international markets
is yet to translate into lower inflation for households around the world. Source: Refinitiv 

New data from 30 Nov showed that inflation in the Euro Zone was 10% in November, down from 10.6 % last month.
The bigger-than-expected drop — the first decline in 17 months — was propelled by a fall in wholesale energy
prices and an easing of supply chain problems. Taken together with recent data from the US, the new numbers
suggest this year’s surge in global inflation has peaked.

Food Price Vs Food Inflation

Source: ONS 

G7 Countries CPI Inflation Oct 2022
According to Sandra Phlippen,
chief economist at ABN
Amro,“Pipeline pressures are
easing quite dramatically, and
wholesale energy and food
commodity prices, as well as
freight shipping rates and
Chinese producer prices, are all
moving in the same direction”.

US, UK and Eurozone: real GDP Forecasts

Source: BEA, ONS, Eurostat and Citi Research
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UK INFLATION / INPUTS

Source: ONS Oct 22

UK Annual CPIH / CPI inflation rates

YoY Inflation, Food, Non-alcoholic Drink
CPI method (%) 

Farming inputs jumped by 34.15% between September 2021 and the end of September 2022, according to the latest
October Aginflation Index from AF. 7 out of the 9 main input categories have seen at least double-digit inflation, with
animal feed and medicine, fuel and fertiliser seeing the greatest jumps at 36%, 42.8% and 133.8% respectively.

UK inflation hit a 41-year high in October, accelerating to 11.1 % on the
back of rising energy and food prices. The Office for National Statistics
said inflation was now at its highest level since October 1981, having
recorded a rate of 10.1% in September. Economists polled by Reuters
had expected a rate of 10.7% for October.

IGD’s latest forecasts reveal that UK food price inflation has not yet
peaked and will last longer than previously suggested. It expects the
recession will lead to a further cut back in consumer spending in the
short-term.

Annual “all items” CPI inflation reached 11.1% in October 2022, with food
and drink at 16.2%. IGD now anticipates that UK food price inflation will
peak at 17%-19% in the first quarter of 2023. Inflation will then slow
down over the course of 2023, but will still be above zero at year-end.

Source: ONS, IGD Nov 22 Source: ONS, IGD Nov 22

Contributions to Inflation, Food and Drink
CPI method (% YoY) 
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IMPACT: Retail
Retail
Both NielsenIQ and IRI report that
November has seen some mixed shopping
behaviour, with inflation significantly
impacting the cost of everyday items.

The latest week’s growth is encouraging
indicating shoppers are beginning to buy
additional items and are spreading the cost
of Christmas, whilst darker evenings and
cold wet weather may yet benefit online.

Online Christmas ranges and multibuy
offers such as 25% off 6 bottles of wine and
3 for £12 deals (excluding Scotland) will
encourage some shoppers to buy more.

Source: IRI w/e 22 Oct 22

Top 10 Food and Drink Categories Ranked by Price Change

Source: NielsenIQ w/e 06Nov 22

In Oct 2022, according to NielsenIQ shoppers made 31m more
shopping trips but spent £0.18 less per trip, buying 1.1 fewer fmcg items

For around half of people, this will mean cutbacks on
snacks, confectionery and party food, the polling
shows, while for almost a third budget constraints will
mean less meat. In many cases, cutting back on food
and drink comes alongside savings on gifts and
socialising.

Across the board, retail analysts are forecasting a
different basket mix this Christmas:

• More spend on Own Label
• More spend on everyday essentials: dairy, bakery
• Cutting out non essentials
• Switching to cheaper alternatives Frozen, Canned,

Vegetables and Pulses
• Switching to smaller or larger packsizes
• Buying fewer higher ticket priced items
• Buying less

Christmas 2022 - different 
66% of shoppers plan to cut food and drink spend due to the cost of
living crisis, a YouGov Survey Direct poll for The Grocer has revealed.
The trend is far starker among discounter shoppers, 71% of whom plan
to reduce their spend compared to 61% of big four shoppers.
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IMPACT: OUT OF HOME
According to Lumina Intelligence, Out of Home
Penetration (the amount of consumers buying food
and drink for outside-the-home consumption) has
declined -3ppts, to 54% in 4WE 30/10/22.

The Consumer Price Index (CPI) has reached a new
40-year high, at 11.1% in the 12 months to October
2022, and consumers are dropping out of the market.

Average spend and frequency have remained
relatively flat, despite opportunities for growth
including offers on the October half-term and
Halloween events. Consumers are becoming more
price-conscious as they feel the pinch of the cost of
living crisis and restrict spending when dining out of
home.

Average sales by value in the seven days to 19 Nov were 3% ahead of the same
week last year, despite the mounting pressure on consumers’ disposable incomes.
However, after adjustments for inflation, sales are still significantly below last
year’s levels.

Six of the week’s seven days were in year-on-year growth, peaking at 9% on 13 Nov -
though trading dipped 2% on 19 Nov, in a lull ahead of the first games for England
and Wales in the football World Cup.

Following the pattern of recent weeks there was strong trading in the beer (up 8%)
and cider (up 11%) categories—both of which should continue to perform well as
the World Cup progresses. Soft drinks (up 5%) and wine (up 6%) were in solid
growth too, but spirits (down 11%) continue to suffer against the tough
comparatives of late 2021.

Source: NielsenIQ / CGA / Coffer

Source: Lumina Food Strategy Forum 

Consumer cutbacks

• Drink, breakfast and brunch saw respective decreases in 
share of -1.0ppt, -0.9ppt and -0.6ppt in the latest 4 weeks, as 
consumers look to cut down on discretionary spend. 

• As a result, coffee shops have seen the biggest decline in 
share by -2.3ppts, as consumers are able to replicate coffee 
occasions at home. 

• Lunch (+1.8ppts) and snack (+0.7ppts) occasions have been 
the beneficiaries in share, as consumers sought quick fixes 
throughout half-term.
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Wheat
In recent weeks, global grain contracts have felt some pressure
from competitive Black Sea wheat supplies in recent global
tenders. Chicago wheat markets especially have been feeling
pressure from a lack of competitiveness on global markets in
recent months. Over November, Chicago wheat futures (May-
23) have fallen 16% to 02 December. Demand and recession
will also be key reasons for this fall in US price level, though
Black Sea supplies continue to be a key pressuring factor.

With the establishment of the Black Sea grain corridor too,
grains (particularly wheat and maize) continue to flow from
Ukraine. Though November exports totalled 400Kt down from
October (at 1.58Mt) according to the UGA Ukrainian grain
traders’ union, down due to Russian delays in inspection of
vessels. UK prices have slipped as the bird flu epidemic
continues to affect domestic wheat demand

9

CEREALS

Source: EC, International Grains Council, UKrAgroConsult, AHDB 

Oats
In the UK, milling oat buying activity
continues to be relaxed with minimal
carry available in the market. Consumers
are largely covered for Dec/Jan but there
remains a requirement for February
onwards.

Cheap sellers out of the UK continue to
raise the expectation of a decent export
programme in 2022/23 and this could
lead to a support in prices at the end of
the year if too much is shipped.

Demand for oats into Europe remains
slow but the cheapness of UK oats is
continuing the likelihood of another
large export number in 2022/23

Indicative Organic Arable Prices Nov/Dec 2022

Source: Soil Association, Saxon Agriculture 

Global Wheat Price Tracking 2022
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DAIRY
Dairy wholesale prices came under substantial pressure in
November, with prices for all 4 commodities falling month on
month. This pressure came from two sides, as a jump in milk
production since September has increased supply, while demand
has been declining in response to relatively high price levels. Fats
and powders were more affected, with the overall averages down
10-16% on October, but the previously firm mild cheddar price is
also starting to weaken.

Cream prices were reported by most to have declined
consistently through the reporting period, with prices generally in
the £2,150-2,250/t range by the end of November

Butter prices also dropped substantially this month, following a
similar pattern to cream. According to AHDB the range on prices
was very wide this reporting period, with over £1000 between the
highest and lowest prices reportedly agreed for trades. By the end
of the period prices were generally at or slightly above £5,000/t

Mild cheddar prices declined in November. Previously the average price had held
firm but is now down 2% on the October average. Some sellers were reportedly
trying to clear stock before the year-end, increasing supplies on offer, but without a
matching uplift in buying interest this put downwards pressure on prices.

UK Retail
Leading cheese brands have
noticed a change in retailer
behaviour. Saputo UK reports, “We
are seeing reduced pack sizes
within the cheese category and
simplification of ranging and
merchandising.”

Source: AHDB



Oilseed
The Mintec Benchmark price for Rapeseed Oil was assessed at
€1,200.50/mt on 1st December 2022 the lowest price seen for the
commodity since 9 August 2021. The price decline was attributed to
ample supply from key producing nations such as Canada and the EU
and good overall coverage for market players until early 2023 meaning
that they do not need to dip into the market. This is causing sellers to
offer the product for less in an attempt to attract buying interest.

In addition, the supply of rapeseed oil has increased, on the back of
significant crushing within the EU. This has led to a rapeseed oil supply
glut within the EU, with no ready buyers for the material.
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Oilseeds / Potatoes

Source: AHDB 

UK Delivered Oilseed Prices 

Potatoes
Benchmark Prices for packing potatoes in the UK declined
by 5% month-on-month (m-o-m), to GBP 190/MT on the
week of 23 November. The price of potatoes has gradually
declined since the start of harvest, as the main crop harvest
was in full progress and an increasing volume of the crop
came on to the market.

Despite the recent decline in prices, they remain up 31%
year-on-year. Potato growers continue to face higher y-o-y
production costs, largely for energy, fertiliser and
transportation. The cost of storing potatoes rose
significantly compared to 2021, due to higher electricity
costs, and this is a key price driver at this time of year.

Besides, the biodiesel sector, which usually has ready buyers of rapeseed oil at this time of year, is currently
importing Used Cooking Oil (UCO) from China at prices far below rapeseed oil to use as biodiesel
feedstock. However, the purchase has not been without controversy. Industry sources told Mintec that the
supply is at least 70% palm oil, rather than the supposed UCO, which is why it was priced so competitively.

UK Potatoes 2023 

According to analysts, contracts and prices for
growing potatoes next year are struggling to find
farmers willing to sign up.

The volatility in the market place and unpredictable
events around the world is making growers hesitant
to sign on the dotted line for next year’s crop harvest,
as they could leave themselves exposed to significant
changes in costs.
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Natural gas - 2023
The prediction from ING’s head of commodities is that prices will get higher next year - with a forecast of €150 mwh for the first
quarter of 2023 for natural gas on the TTF, rising to €220 by Q4, while US natural gas has been forecast to trade at $6.5 MMBtu on
the Henry Hub in Q1 – dropping to $4.7 by Q4.

Piero Cingari, market specialist at Capital.com, shared his outlook for US natural gas prices on Monday 5 December. “If the
conflict in Ukraine continues, it's quite unlikely that prices would fall back to the $4.3 level, which is the area at which they
traded on February 24, 2022, when Russia invaded Ukraine. Looking at the upside, the insane price levels witnessed in the
summer of $9.5 or more are also unlikely to retest, since they correspond to an unprecedented supply crisis in Europe which
caused a jump in US domestic prices due to higher LNG exports.”
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UK ICE Front Month Natural Gas Futures

Source: ICE, Refinitiv 

ENERGY

Oil
OPEC and its Russian-led allies will maintain their production quotas for now, the group said after convening
briefly online Dec. 4, adopting a wait-and-see stance amid a hazy outlook for the oil market. The decision means
the 2 million b/d cut in quotas from October levels will remain in place until the fallout from EU sanctions on
Russian crude imports and the G7's price cap becomes clearer.

Autumn Statement
On 17 November, UK Chancellor
Jeremy Hunt delivered the
government’s Autumn Statement.
Amongst the announcements; the
Energy Price Guarantee will
continue for 12 months from April
2023, with the typical household
bill rising from £2,500 to £3,000.

On the Energy Bill Relief Scheme,
a Treasury-led review will be
conducted to determine support
for non-domestic energy
consumers, excluding public
sector organisations, beyond 31
March 2023.

UK
Natural gas prices have been
steadily falling since their
peak at the end of August.
Prices over the last few weeks
have been volatile and
remain reactive to news
surrounding the conflict in
the Black Sea region.

Over November UK natural
gas prices were generally
under pressure from
increased Norwegian imports,
the potential of new energy
deals, and strong wind power
output.
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PACKAGING 

Global 
The Mintec Global Packaging Category Index (MCI) declined in
October 2022, down 1% month-on-month (m-o-m) to USD 1,414/MT.
The decline in the index appears to be slowing and seems close to
hitting a price bottom. However, it is still possible that there may
be a further decline in the price of raw materials, combined with
lower demand. Energy prices, which have fallen slightly since
September, may begin to rise during the winter months.
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Aluminium 
Alupro the not-for-profit organisation that represents the UK’s
aluminium packaging industry has highlighted that, according to Q3
data published by the Environment Agency in November, aluminium
packaging recycling rates have increased for the third quarter in a
row and remain firmly on track to exceed their annual target.

With a net annual requirement of 147,632 tonnes, taking into
consideration a carry-in of 8,212 tonnes from 2021, Alupro draws
attention to how the UK has already surpassed 80% of its annual
collection and recycling target with three months of the year – and
the busy Christmas period – still to go.

Source: Mintec Analytics  

PET
PET prices in the EU fell 3% m-o-m in October, to
EUR 1,613/MT, but it is worth noting that this is a
slower rate of decline compared to the 7%
decrease in September. The price is up 26% y-o-y.

Weak buying activity reflected poor demand
amid fears of a recession, even for cheaper
imported products. Full warehouses also meant
that buyers could afford to pause and wait for
prices to fall.

Global Packaging Index

Pallets
The European Federation of Wooden Pallet & Packaging
Manufacturers (Fefpeb) has warned European supply chains that
remaining high prices of inputs other than raw materials are
expected to keep costs of essential products such as pallets and
packaging high for the foreseeable future.
According to some European industry indices, the costs of raw materials used to make packaging – pallet
wood and steel (for nails) – fell during the third quarter (Q3) of 2022. However, Fefpeb pointed out that the
high cost of energy and fuel are pushing upward rates for logistics, and for heat treating and kiln drying
timber.
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FUEL / ROAD FREIGHT
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Fuel
Drivers of diesel vehicles have been hammered by record prices
in October and into November, following cuts in production. The
average price has risen to more than 190p per litre with an
average fill-up now costing more than £100.

And road transport users are set for a record cash increase in
fuel pricing with fuel duty set to rise by 23% next March,
according to the Office for Budget Responsibility (OBR).

The budget watchdog says this will add £5.7bn to tax receipts, a
new record. If it goes ahead, it will be the first fuel duty raise
since 2011 and the OBR expects that petrol and diesel prices will
rise by around 12p a litre.

The rise was left out of the Government’s Autumn Statement.

UK
For the first time since February 2022, the price-per-mile of
both haulage and courier vehicles has fallen, according to the
TEG Price Index, as we approach the peak season for logistics.

Courier prices are down 3.1 points (2.4%) and haulage prices
are down 2.4 points (2.0%). This follows a trend seen in the last
three years: prices fall slightly in October/November before
climbing sharply with demand in December.

Overall road freight prices are down by 3.2 points (2.5%) when
compared to last October. Haulage prices have seen the
biggest annual drop, plummeting by 15.4 points (11.5%) – the
biggest year-on-year drop since April 2020. Courier prices, on
the other hand, have risen 5.9 points (4.8%) since then, despite
falling a significant 3.1 points (2.4%) points this month.

TEG Road Transport Price Index: October 22 

Source: Transport Exchange Group

Fuel Price Tracker 
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SEA CARGO

Reliability
Schedule reliability improved by 6.6 percentage points month on month
and reached 52% in October.

This was the biggest increase in 2022 so far and brings reliability very
close to the 2020 level. Asia Oceania was the trade with the lowest
reliability 26%, while South America Med registered the best performance
at 71%.

Only three trade routes were not able to improve their performance MoM.
The Europe Oceania trade showing the biggest drop of 8% when
compared to September 2022

Sea Container Schedule Reliability

World Container Index
Rates
The latest Drewry WCI composite index of $2,139 per 40-foot
container is now 79% below the peak of $10,377 reached in
September 2021. It is 21% lower than the 10-year average of
$2,692, indicating a return to more normal prices, but remains 51%
higher than average 2019 (pre-pandemic) rates of $1,420.

The composite index decreased by 6% w/e 08 Dec, the 41st
consecutive weekly decrease, and has dropped by 77% when
compared with the same week last year.

According to analysts Xenata, after over two years of rising rates
and overstretched capacity, the rapidly cooling ocean freight
market looks set for an "extremely challenging" 2023.

Source: Sea Intelligence, DHL
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AIR FREIGHT
Air cargo pricing on some of the world’s major trade lanes continued to
decline in November, bucking usual seasonal trends. The latest statistics
from the Baltic Exchange Airfreight Index (BAI) show that spot and
contract rates paid by forwarders on services from Hong Kong to North
America slipped to an average of $6.49 per kg, compared with $6.74 per
kg in October. Rates on the trade lane are also down on a year ago when
forwarders were paying a whopping $11.54 per kg.

Average prices from Hong Kong to Europe were also down on a month
earlier, slipping to $5.62 per kg from $5.78 per kg in October. Last year
rates on the lane for November stood at an average of $7.91 per kg.

Prices usually increase in the run-up to December as the industry enters
its peak season. Also, ocean shipping has recovered from the bottlenecks
experienced last year and prices have come down resulting in some
modal shift back to seafreight.

Quarter 1 2023 - Forecast

Source: DHL Airfreight 
State of the Industry 

The latest declines come as the air cargo
market continues to slow after rapid
growth in 2021. Inflation, decelerating
economies, the war in Ukraine and Covid
lockdowns in China have all resulted in
demand declines, IATA said in its latest
monthly summary.

With air demand directly related to GDP
growth demand is expected to remain
low on most trade lanes in quarter 1 2023.

Salmon
FarCargo, a new air cargo subsidiary of
salmon company Bakkafrost, concluded a
deal with Boeing to purchase a 757-200
aircraft in August 2022.

The aircraft is equipped with a 35-tonne
payload and will transport fresh salmon to
the U.S. with the possibility of expanding to
the Middle Eastern market. FarCargo
intends to operate a maiden flight between
Vágar in the Faroe Islands and Newark in
New Jersey sometime in Q4
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Labour shortages still remain acute for many food and drink businesses. A survey in November 2022 of growers and
manufacturers by the Association of Labour Providers (ALP) found 75% of agricultural businesses are still short on the number of
pickers, packers, and processors they need to run properly.

The same survey found 80% of labour providers will be unable to supply enough workers for the Christmas peak. “This shortage
is ongoing and remains a huge challenge for an industry which is essential to keep our nation fed,” says ALP CEO David Camp.

In meat too, most plants are down by around 10%-15% on full capacity, says Nick Allen, CEO of the British Meat Processors
Association.

According to the results of a recent survey by the National Skills Academy for Food & Drink, over three quarters (77%) of
businesses are suffering from staff shortages in jobs without high skill hurdles with 45% of those surveyed describing the
situation as chronic. Some 60% of food and beverage businesses have experienced low applications for advertised jobs,
resulting in higher labour costs.

The same survey revealed that over 80% of businesses are ‘strongly in favour/in favour’ of the Apprenticeship
Levy but most want greater flexibility in its use to support other programmes, traineeships and employees.
Apprentices represented 1% of the workforce in over half of responding businesses, 1-2% in 20% of firms and 2-3%
in over a quarter of companies surveyed.

Change in Average Weekly Wage, All Workers Vacancies
The Food and Drink Federation’s State of
the Nation report again shows that
labour shortages remain a significant
brake on the industry’s growth, with the
vacancy rate increasing to 9.1% in Q3,
up from 6.3% in Q2.

These vacancies range from high-skilled
roles (engineers or scientists) to
production operatives (machine
operators or drivers).



If you have any questions about this report, please contact:

info@theknowledgebank.scot

mailto:info@theknowledgebank.scot
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