July 2026:
Market Report

Food, commodity, and supply-chain indicators
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July 2026: Market Report

Heatwaves, volatile energy prices and continued transport disruption have made July 2026 another
challenging month for service providers, despite signs that headline inflation is beginning to ease.

Key Food & Beverage Movements

Extreme weather conditions across Europe have
created real challenges for fresh produce growers.
Prolonged heat and limited rainfall have constrained
crop quality and availability across several fruit and
vegetable categories.

With that said, seasonal opportunities remain across
British berries, carrots, leeks, new potatoes, herbs,
edible flowers and imported stone fruit including
peaches and nectarines.

Recent heatwaves are also affecting dairy production.
AHDB estimates GB milk production is already down
by 18.5 million litres this season.

Fresh produce market update

P Brassicas

SUPPLY TIGHT

Growth has slowed across several crops, with increased pest pressure
caused by prolonged dry conditions and tighter restrictions on pesticide
use. Supply remains tight for cauliflower and cabbage.

Asparagus

AVAILABILITY AFFECTED

El Nifio conditions in Peru continue to affect crop development and

availability. Air freight is being used where necessary to maintain quality.

Peppers

WATCH

If conditions continue, reduced supply is likely to place
further upward pressure on milk prices. Spot milk
prices have already strengthened to 38-48ppl, well
above Defra's average farmgate milk price of 34.2ppl.

Professor Pete Falloon, the Met Office's Science
Lead for Food Security, believes greater action is
needed to mitigate the effects of increasingly
frequent extreme weather events. This requires a
move towards more regenerative approaches,
improved flood management, greater water storage,
and the use of crop varieties that are more heat- or
drought-tolerant.

o Tomatoes

YIELDS REDUCED

High greenhouse temperatures have reduced bee activity, limiting
pollination, fruit set and yields. Isle of Wight tomatoes remain affected by
weather-related disruption.

Cucumbers

SUPPLY IMPROVING

Supply is improving as new Dutch and Spanish crops come into production.
However, ongoing heatwaves continue to affect quality, particularly Class Il
product, where heat stress is reducing shelf life and increasing defects.

Availability remains good, but sustained heat across Europe is reducing fruit set. Tighter supply is expected in the coming weeks.
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Overarching Market Pressures

Monthly producer input prices fell 2.0% in June, the
first decline since January 2026. However, they
remain 7.3% higher than this time last year. The
largest contribution came from crude oll, with prices
rising 42.3% over the past year. Although oil prices fell
sharply during June (down 20.8% month-on-month),
they remain much higher than a year ago.

This is reflected in services producer prices, which
rose 4.3% year-on-year, up from 3.2% in Qi, and
transportation and storage services, which increased
8.9% year-on-year.

Falling petrol and diesel prices over the past month
were one of the biggest reasons consumer inflation
eased in June, with CPI falling to 2.6%, down from
2.8% in May.

Andrew Bailey, Governor of the Bank of England, said:
"That is higher than it would have been if this conflict
had not broken out. | think we'd have been around the
2.0% target otherwise. We've seen energy prices at a
higher level, and we've also seen them be volatile
depending on exactly what's going on in the conflict.”

While he said there had been less pass-through into
consumer prices than expected, he warned that "it's
still early days with the conflict in the Middle East, so
we will need to watch it very carefully."

Dr Liliana Danila, Chief Economist at the Food and
Drink Federation (FDF), shared a similar sentiment
regarding food inflation, which fell to 1.7%, down from
2.2% the previous month.

She explained that, following the Ukraine energy
crisis, many food and drink manufacturers now
secure energy and key commodity prices much
further in advance — typically 12 to 18 months, and in
some cases up to two years — with more than half of
their energy requirements covered by long-term
agreements.

As a result, the FDF continues to anticipate food price
inflation rising later this year, although it expects the
increase to be lower, occur later, and plateau for
longer than during the previous inflationary cycle.

Outlook and Opportunities

The Government's recent announcement of a further
20% business rates discount for eligible pubs has
provided some optimism for parts of the sector,
although many hotels, restaurants, schools and care
providers continue to look for wider support. Until
then, focusing on the costs that can be influenced
remains one of the most effective ways to protect
margins.

Temporary charges introduced during periods of
disruption often remain in contracts long after the
original cost pressures have eased. Fuel surcharges,
minimum order values, delivery frequencies and other
additional fees are easy to overlook, making them
well worth revisiting. Regularly reviewing spend
across food, beverages, laundry, utilities,
consumables and merchant services can also help
offset some of these increases.

Cost savings are only one side of the equation.
ldentifying new income streams can be just as
important. Restaurant delivery revenue increased
3.3% year-on-year in June, marking its third-best
performance since late 2024. For hotels and
restaurants, this highlights a chance to capture more
in-house demand through takeaway or room service
offerings, rather than losing that spend to third-party
providers.

If you'd like to discuss the market
developments covered in this report, or
review where your organisation could make
savings, book a call with our team.
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https://www.onecost.co.uk/contact
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