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The current El Niño event — potentially the most intense on record — could compound the effects of war and climate change 

on the production of essential commodities and their routes to market. We believe the resulting pressure on food and 

energy prices is likely to create contrasting risks and opportunities across emerging and frontier markets. 

 

Chart 1: Temperature (LHS) and precipitation (RHS) probability forecasts – November 2026 - January 2027 
 

 
Source: Columbia Climate School’s Center for Climate Systems Research (CCSR) @ NASA GISS, October 2026.  Shading shows the 

probability of above- or below-normal conditions, based on the historical distribution for the same season over 1991–2020. The 

information shown above is for illustrative purposes. 

 

What is El Niño? 

El Niño is characterized by the warming phase of the El Niño-Southern Oscillation (ENSO), a Pacific Ocean climate event that 

can alter rainfall and temperature patterns around the world. As a result, it can increase the risk of drought in some regions 

and excessive rainfall or flooding in others. For investors, the significance is not the weather phenomenon itself, but its 

potential to disrupt crop yields, food prices, power generation and transportation worldwide. The magnitude, timing, and 

location of these weather patterns vary by episode, making El Niño a risk factor to monitor rather than a standalone market 

event. Research suggests strong El Niño occurrences are becoming more frequent and more intense, compounding the 

ongoing effects of climate change1. While El Niño tends to reduce agricultural output, climate change and war could also 

diminish food production and exports by disrupting shipping. 

 

The strength of El Niño is measured by the Oceanic Niño Index (ONI), which tracks how much warmer surface temperatures 

in the tropical Pacific are relative to normal. El Niño is identified when the three-month average ONI reaches at least +0.5°C 

for five consecutive overlapping periods. A peak ONI reading of +2.0°C or higher is classified as a very strong El Niño, often 

referred to informally as a super El Niño2. Since NOAA’s historical record began in 1950, four El Niño episodes have reached 

this threshold, with two of them being very recent: 1982-83, 1997-98, 2014-16, and 2023-24. El Niño in 2026 – 2027 could be 

the most intense event on record. 

 
1 Commonwealth Scientific and Industrial Research Organisation (CSIRO), May 2023 
2 National Oceanic and Atmospheric Administration, June 2026 



Chart 2: El Niño Intensity Profiles - Historical Episodes vs. 2026 

 

 
Source: National Oceanic and Atmospheric Administration, National Weather Service, Redwheel, 30 September 2026. Three-month 

seasons are overlapping three-month averages used to calculate ONI and classify El Niño conditions. The information shown above 

is for illustrative purposes. 

 

El Niño’s effect on agriculture 

As can be expected during a prolonged period of severe weather, agricultural production falls and food prices tend to rise. 

A very strong El Niño increases drought risk across parts of Central America, northern South America, and South and 

Southeast Asia, with flooding being an additional risk on the northwest coast of South America3. 
 

Chart 3: S&P GSCI Agriculture & Livestock Index - Performance 

 

 
Source: Bloomberg, 30 September 2026. The information shown above is for illustrative purposes. Past performance is not a guide 

to the future. 

 

The most significant price increases have been seen in food staples: corn, soy and wheat, but almost all agricultural 

commodities are going up in price. 

 
3 BBC.com, September 2026 



Chart 4: Bloomberg Commodity Agriculture and Livestock Index Constituents - Price Returns (%, USD) 
 

 
Source: Bloomberg 30 September 2026. Price return YTD to 30 September 2026, active contract. Exchanges: CBOT (Corn, Soybean, 

Soybean Oil, Wheat, Soybean Meal, Hard Red Winter Wheat), ICE Futures U.S. (Sugar, Coffee, Cotton, Cocoa), CME (Live Cattle, Lean 

Hogs). The information shown above is for illustrative purposes. Past performance is not a guide to the future. 

 

Trade routes under pressure from drought, climate change and war 

Food prices have been increasing since the COVID-19 pandemic and the war between Russia and Ukraine4, now exacerbated 

by conflict between the United States and Iran. The interaction between climate change and war has reduced shipping and 

freight volumes worldwide, with traffic through the Strait of Hormuz almost grinding to a halt; the Bab-el-Mandeb Strait has 

also become more dangerous to transit because of the Houthi blockade of Saudi Arabian ships. Russia and Ukraine supply 

approximately one quarter of the world’s wheat5, but attacks on Black Sea ports and vessels have disrupted shipments, with 

their combined wheat exports estimated to have fallen by 60% compared with last year6. 

 

Chart 5: Strait of Hormuz - Daily Commercial Cargo Ship Crossings 
 

 
Source: Bloomberg 30 September 2026. The information shown above is for illustrative purposes. 

 
4 Global Agriculture, October 2026; FAO Food Price Index, September 2026 
5 CNBC, August 2026 
6 CBC News, October 2026 



While traffic through the Strait of Hormuz has been reduced by war, the number of ships transiting through the Panama 

Canal has been curtailed by lower water levels and could decline to only about two-thirds of its average daily capacity, if the 

2023 – 2024 El Niño is a guide. 

 

Chart 6: Panama Canal - Daily Commercial Cargo Ship Crossings 

 

 
Source: Reuters, Panama Canal Authority, Redwheel, 30 September 2026. The information shown above is for illustrative purposes. 

 

Furthermore, in September 2026, the Rhine sank to a record low of four centimetres at the key chokepoint of Kaub – the 

lowest level in records dating from 18807. When El Niño, climate change and war act in concert, we would expect to see 

acceleration in food price inflation. The experience of consumers has become especially noticeable since 2021 and shows 

no signs of abating. 

 

Chart 7: US CPI For All Urban Consumers: Food at Home 

 

 
Source: Bloomberg, 30 September 2026. The information shown above is for illustrative purposes. Past performance is not a guide 

to the future. 

 

 
7 Bloomberg News, 24 September 2026 



Industrial commodities at risk 

At the other extreme, a super El Niño can increase the risk of excessive rainfall and flooding in parts of western and southern 

South America, East Africa, and Central Asia. The economic effects can include not only crop losses, but also lower production 

of industrial commodities. For example, copper illustrates how regional weather events can affect the sustainability and 

resilience of business operations. Chile and Peru account for approximately one-third of global copper mine production8, 

and both face potential flooding and landslide risks due to today’s El Niño; this has the potential to raise further the price of 

copper, whose price recently exceeded the record set in the super cycle of the 2000s. 

 

Chart 8: Price of Copper (USD/Metric Ton) 

 

 
Source: Bloomberg, Redwheel, LME as of 30 September 2026. The information shown above is for illustrative purposes. Past 

performance is not a guide to the future. 

 

Risks and opportunities across emerging markets 

Rising food prices, in tandem with higher energy prices, are causing a stubborn increase in inflation that is unlikely to prove 

transitory, just as inflation climbed higher for longer than initially anticipated in 2021 – 2022. In our view, food-importing 

countries in South-East Asia and sub-Saharan Africa are at particular risk of shortages and sharp price increases, which could 

force governments to subsidize essential food and fuel, causing possible inflationary shocks and currency weakness against 

the USD. On the other hand, crop-producing countries in South America, especially Argentina and Brazil, are expected to 

benefit from more abundant crops and higher prices due to more favourable farming conditions.  

 

Finally, the emergence of the theme of food security might prompt investors to look more closely at soft commodities, 

energy and transportation logistics at the local level. This could help to avoid the dangers posed by El Niño and take 

advantage of the opportunities it presents in smaller emerging and frontier markets. These opportunities may also offer a 

route to diversification beyond the AI theme that has dominated equity markets throughout 2026. 

 

In our view, the effects will not be uniform: the same forces that put food importers under pressure may benefit producers 

elsewhere. Understanding these local differences will be key to navigating the wider disruption. 

 

 

 

 

 

 

 
8 US Geological Survey, Mineral Commodity Summaries 2026: Copper, February 2026. 



Key Information 

No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment. 

Past performance is not a guide to the future. The prices of investments and income from them may fall as well as rise and 

investors may not get back the full amount invested. Forecasts and estimates are based upon subjective assumptions about 

circumstances and events that may not yet have taken place and may never do so. The statements and opinions expressed 

in this article are those of the author as of the date of publication, and do not necessarily represent the view of Redwheel. 

This article does not constitute investment advice and the information shown is for illustrative purposes only. 
 
 
CONTACT US  

Please contact us if you have any questions or would like to discuss any of our strategies.  

E invest@redwheel.com  | W www.redwheel.com  

 

Disclaimer 

Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited (“RWC”). The term “Redwheel” may include any 

one or more Redwheel branded regulated entities including, RWC Asset Management LLP which is authorised  and regulated 

by the UK Financial Conduct Authority and the US Securities and Exchange Commission (“SEC”); RWC Asset Advisors (US) 

LLC, which is registered with the SEC;  RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund Management 

Company  by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an Australian Financial Services Licensee with 

the Australian Securities and Investment Commission; and Redwheel Europe Fondsmæglerselskab  A/S (“Redwheel Europe”) 

which is regulated by the Danish Financial Supervisory Authority.  

Redwheel may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a 

similar investment strategy or focus to the product detailed in this document. Redwheel and RWC (together “Redwheel 

Group”) seeks to minim ise any conflicts of interest, and endeavours to act at all times  in accordance with its legal and 

regulatory obligations as well as its own policies and codes of conduct.  

This document is directed only at professional, institutional, wholesale or qualified investors. The services provided by 

Redwheel are available only to such persons . It is not intended for distribution to and should not be relied on by any person 

who would qualify as a retail or individual investor in any jurisdiction or for distribution to, or use by, any person or ent ity in 

any jurisdiction where such distribution or use would be contrary to local law or regulation.  

This document has been prepared for general information purposes only and has not been delivered for registration in any 

jurisdiction nor has its content been reviewed or approved by any regulatory authority in any jurisdiction.  

The information contained herein does not constitute: (i ) a binding legal agreement; (ii) legal, regulatory, tax, accounting or 

other advice; (iii) an offer, recommendation or solicitation to buy or sell shares in any fund, security, commodity, financia l 

instrument or derivative linked to, or otherwise included  in a portfolio managed or advised by Redwheel; or (iv) an offer to 

enter into any other transaction whatsoever (each a “Transaction”). Redwheel Group bears no responsibility for your 

investment research and/or investment decisions  and you should consult your own lawyer, accountant, tax adviser or other 

professional adviser before entering into any Transaction. No representations and/or warranties are made that the 

information contained herein is either up to date and/or accurate an d is not intended to be used or relied upon by any 

counterparty, investor or any other third party.  

Redwheel Group uses information from third party vendors, such as statistical and other data, that it believes to be reliable . 

However, the accuracy of this data, which may be used to calculate results or otherwise compile data that finds its way over 

time  into Redwheel Group research data stored on its systems, is not guaranteed. If such information is not accurate, some 

of the conclusions reached or statements made may be adversely affected. Any opinion expressed herein, which may be 

subjective in nature,  may not be shared by all directors, officers, employees, or representatives of Redwheel Group and may 

be subject to change without notice. Redwheel Group is not liable for any decisions made or actions or inactions taken by 

you or others based on the cont ents of this document and neither Redwheel Group nor any of its directors, officers, 

employees, or representatives (including affiliates) accepts any liability whatsoever for any errors and/or omissions or for any 

direct, indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever arising from the use 

of, or reliance on, any information contained herein.  

mailto:invest@redwheel.com
http://www.redwheel.com/


Information contained in this document should not be viewed as indicative of future results. Past performance of any 

Transaction is not indicative of future results. The value of investments can go down as well as up. Certain assumptions and 

forward lookin g  statements may have been made either for modelling purposes, to simplify the presentation and/or 

calculation of any projections or estimates contained herein and Redwheel Group does not represent that that any such 

assumptions or statements will reflect a ctual future events or that all assumptions have been considered or stated. There can 

be no assurance that estimated returns or projections will be realised  or that actual returns or performance results will not 

materially differ from those estimated herein. Some of the information contained in this document may be aggregated data 

of Transactions executed by Redwheel that has been compiled so as not to identi fy the underlying Transactions of any 

particular customer.  

No representations or warranties of any kind are intended or should be inferred with respect to the economic return from, 

or the tax consequences of, an investment in a Redwheel - managed fund.  

This document expresses no views as to the suitability or appropriateness of the fund or any other investments described 

herein to the individual circumstances of any recipient.  

The information transmitted is intended only for the person or entity to which it has been given and may contain confidential  

and/or privileged material. In accepting receipt of the information transmitted you agree that you and/or your affiliates, 

partner s, directors, officers and employees, as applicable, will keep all information strictly confidential. Any review, 

retransmission, dissemination or other use of, or taking of any action in reliance upon, this information is prohibited. Any 

distribution or reproduction of this document is not authorised and is prohibited wi thout the express written consent of 

Redwheel Group.  

The risks of investment are detailed in the Prospectus and should be considered in conjunction with your investment adviser. 

Please refer to the Prospectus, Key Investor Information Document (UCITS KIID), Key Information Document (PRIIPS KID), 

Summary of I nvestor Rights and other legal documents as well as annual and semi - annual reports before making investment 

decisions; these documents are available free of charge from RWC or on RWC’s website: https://www.redwheel.com/ and 

available in local languages whe re required. RWC as the global distributor  has the right to terminate the arrangements made 

for marketing Redwheel Funds in certain jurisdictions and to certain investors. Redwheel Europe is the sub - distributor of 

shares in Redwheel Funds in the European Economic Area (“EEA”) and is regulated by t he Danish Financial Supervisory 

Authority. This document is not a solicitation or an offer to buy or sell any fund or other investment and is issued in the U K 

by RWC and in the EEA by RW Europe. This document does not constitute investment, legal or tax ad vice and expresses no 

views as to the suitability or appropriateness of any investment and is provided for information purposes only. The views 

expressed in the commentary are those of the investment team.  

Funds managed by Redwheel are not, and will not be, registered under the Securities Act of 1933 (the “Securities Act”) and 

are not available for purchase by US persons (as defined in Regulation S under the Securities Act) except to persons who are 

“qualifi ed purchasers” (as defined in the Investment Company Act of 1940) and “accredited investors” (as defined in Rule 

501(a) under the Securities Act).  

This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units or shares of any fun d 

managed by Redwheel. Any offering is made only pursuant to the relevant offering document and the relevant subscription 

applicati on. Prospective investors should review the offering memorandum in its entirety, including the risk factors in the 

offering memorandum, before making a decision to invest.  

Information Required for Offering in Switzerland of Foreign Collective Investment Schemes to Qualified Investors within the 

meaning of Article 10 CISA.  

This is an advertising document.  

The representative and paying agent of the Redwheel - managed funds in Switzerland (the “Representative in Switzerland”) 

FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 12, CH - 8008 Zurich. Swiss Paying Agent: Helvetische Bank AG, 

Seefeldstrasse  215, CH - 8008 Zurich. In respect of the units of the Redwheel - managed funds offered in Switzerland, the place 

of performance is at the registered office of the Swiss Representative. The place of jurisdiction is at the registered office  of 

the Swiss Represe ntative or at the registered office or place of residence of the investor.  


