Hospitality sector faces rising prices amid supply chain and climate challenges
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In a landscape characterised by fluctuating prices and complex market dynamics, the hospitality sector continues to navigate a series of persistent supply chain challenges, particularly as inflationary pressures start to nudge upwards. According to the latest findings from the CGA Prestige Foodservice Price Index, while overall year-on-year inflation remains relatively subdued, key commodities such as oils and fats are experiencing significant price hikes, with a notable increase of 5.8% compared to March 2024. This surge is indicative of broader market volatility, where the Sugar, Jams, Syrups, and Chocolate categories also report a 2.4% rise, partly fueled by the erratic fluctuations in cocoa pricing.
The recent economic landscape reveals a deviation from typical seasonal price trends in the produce sector. Traditionally, one might expect prices to dip as the summer approaches; however, adverse weather conditions including heavy rainfall and flooding in Europe have led to increased prices for essential items like root vegetables, particularly onions. Such environmental factors highlight the interconnectedness of climate and market pricing, a concern echoed by many economists who point to the rising incidence of extreme weather events as a key driver behind escalating agricultural costs.
In the dairy sector, the reverberations of last year's adverse weather continue to affect butter and cream production, leaving suppliers cautiously optimistic as they anticipate improved milk volumes in the second quarter of the year. While price reductions are not yet on the horizon, this glimpse of improved supply may offer some respite.
Meat and poultry commodities face a somewhat precarious situation. The tightening of cattle supplies is projected to decrease UK beef production by 5% in 2025, contributing to rising prices just as demand peaks during the summer barbecue season. Furthermore, ongoing avian flu outbreaks in key production areas introduce significant volatility within the chicken market. Experts predict that while price increases may soon plateau, any subsequent decrease in prices is likely to be gradual. The ramifications of avian flu extend beyond chicken, as reduced flock sizes have similarly kept egg prices elevated.
Shaun Allen, CEO of Prestige Purchasing, pointed out that despite a marginal improvement in food service pricing reported in March, the intricacies surrounding oils, fats, and protein production necessitate proactive supply chain management strategies. Allen stressed the importance of navigating these complexities for hospitality businesses aiming to protect their profit margins in the face of persistent pressures.
Echoing these sentiments, Reuben Pullan, senior insight consultant at CGA by NIQ, commented that the slight uptick in March foodservice price inflation represents unwelcome news for hospitality operators already facing substantial financial strain. With labour costs set to increase from April, the mounting pressure on menu pricing could test the resilience of operators during the critical months ahead. While demand for hospitality services remains robust, the expectation is for a stabilisation of pricing conditions.
This turbulent environment underscores the broader context of inflation affecting not only the UK but global markets as well. The Food and Agriculture Organization (FAO) noted that while global food commodity prices remained stable in March 2025, a substantial 6.9% increase compared to the same month in 2024 highlights ongoing pressures. Notably, vegetable oil prices soared by 3.7% due to strong import demand amidst improved crop outlooks in other commodity sectors like cereals, which experienced a roughly 2.6% decline.
Moreover, the effects of climate change are being increasingly recognised as a crucial factor influencing food prices, complicating traditional monetary policy responses. Analysts are advocating for governmental measures, such as price controls and subsidies, to mitigate the economic repercussions, particularly within developing economies where food constitutes a significant portion of household expenditure. 
As the hospitality sector braces itself for what lies ahead, strategic foresight and adaptability will be essential. The intertwined complexities of weather disruptions, supply chain dynamics, and fluctuating prices demand a vigilant and innovative approach from businesses determined to maintain their viability in an ever-evolving market landscape.
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