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Weight to the Plate: Tracking EM Food 
Inflation 

Elevated food prices could potentially add some near-term stickiness to already-high 
levels of general inflation in emerging markets. 

Christian Floro, New York 

A combination of bad weather, export restrictions, low inventories, and robust demand has seen agricultural 

commodity prices surge over the past two years. This has led to a staggering jump in food prices, with the 

United Nations World Food Price Index hitting another record in January, rising 34% since 2019.   

Rising food prices have added more pressure to headline inflation in emerging markets (EM), increasing 

steadily throughout 2021. As a result, most EM central banks have not had the leeway to wait to tighten 

policy the way the Federal Reserve and the European Central Bank have so far. 

While energy inflation has been the primary focus, food price inflation is equally important for EMs. 

Companies tend to have shorter contracts with EM food distributors compared to developed markets (DM), 

meaning prices are more apt to reset much faster. Past spikes have also been connected to periods of social 

unrest, including the Arab Spring that swept through several nations more than 10 years ago.  

Among regions, EM Asia appears relatively insulated against agricultural commodity pressures and may 

help keep headline inflation tame.  

“Most EM central banks have not had the leeway to wait to tighten policy the 

way the Federal Reserve and the European Central Bank have so far.” 

On the other hand, agricultural commodity prices are expected to remain firm this year, particularly among 

the largest components of EM food CPI—meat and cereals. As a result, economies in Latin America 

(LATAM) and Central & Eastern Europe, Middle East and Africa (CEEMEA), including Brazil and South 

Africa, are particularly exposed, potentially adding some near-term stickiness to already-high levels of 

general inflation.  

While EM Asia has the largest weighting of food in its CPI (around 30%) compared to LATAM or CEEMEA 

(both around 20%), its food inflation has also been relatively more subdued. EM Asia stands out, likely due 

to the slow recovery in the region, but an important structural difference is the larger share of government-

regulated prices there. Indeed, by some estimates, the share of administered prices in the CPI basket is 

around 20% for EM Asia, versus around 9% in other regions. 

https://marquee.gs.com/content/research/en/reports/2021/11/30/9c575e53-12c4-4486-903f-b14beb56800d.html
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Source: Haver. As of February 9, 2022. 

Note: EM Asia - China, India, Indonesia, Korea, Malaysia, Philippines, Taiwan, Thailand; LATAM - 

Brazil, Chile, Colombia, Mexico, Peru; CEEMEA - Czech Republic, Egypt, Hungary, Israel, Nigeria, 

Poland, Romania, Russia, South Africa, Turkey, Ukraine. 

Both China and India actively intervene in managing supply or controlling prices to temper extreme moves 

in food and energy prices: China makes use of its national pork stockpiles; India has reduced import 

duties while also using national stockpiles to buffer large commodity price swings. However, government 

measures such as subsidies usually come at the cost of weighing on the fiscal balance—especially if the 

run-up in prices is prolonged.   

Outside of EM Asia, with food inflation adding to upward pressures in headline inflation, central banks in 

LATAM and CEEMEA hiked more than 80 times over the course of 2021. There, monetary policy 

normalization has been well under way despite pandemic risks, with policy rates on average rising above 

2019 levels.   
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Source: Haver. As of February 9, 2022. 

Weight Food CPI Largest Component 2nd Largest Component 
China 20% Pork (2.5%) Vegetables (2.5%) 
India 46% Cereals and Products (9.7%) Milk and Milk Products (7%) 
Brazil 21% Meat (3%) Bread and Cereals (3%) 

South Africa 19% Meat (6%) Bread and Cereals (4%) 
Source: Haver and Bloomberg. As of February 9, 2022. 

While food price inflation has stabilized recently in Brazil and South Africa, meat prices are expected to 

remain high this year given strong global demand and higher feed costs, adding some near-term stickiness 
to already-high levels of general inflation. 

Predating the pandemic, the Asian Swine Flu in China led to a general increase in consumption of beef as a 

pork substitute when stockpiles dwindled. This caused beef export prices in Brazil and other South 

American countries to increase significantly, driving high domestic cattle prices and general inflation.  

China’s rebuilding of pork stocks since last year also played a key role in the agricultural bull cycle, as 

Chinese agricultural imports grew about 50% in the last two years. This contributed to an increase in global 

feed demand and adds to already-elevated prices for grains and cereals, given disappointing production in 

corn and soybeans in South America.  

With these pressures in mind, however, China seemingly stands out amid domestic oversupply issues with 

pork. This could continue to add weight to headline inflation, at least in the near-term, though with Chinese 

hog prices unsustainably low (below marginal cost of production), pork pricing should eventually increase 

over the medium-term. 

Overall, as elevated food prices will likely continue to be another important driver in headline inflation, 

particularly given the outlook for meat and cereals, remaining elevated provides upside risks to the inflation 

outlook, though EM Asia appears best positioned to weather the ongoing storm.    
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IMPORTANT INFORMATION 
 
Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 
guaranteed. Past performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY 
INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio compositions and or examples set forth in this document are 
provided for illustrative purposes only and are not indicative of any future investment results, future portfolio composition or investments. 
The composition, size of, and risks associated with an investment may differ substantially from any examples set forth in this document. 
No representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes in the currency 
exchange rates may affect the value of investments. Prospective investors should read the offering documents, if applicable, for the details 
and specific risk factors of any Fund/Strategy discussed in this document. For Professional Investors/Institutional Investors only. This 
document should not be distributed to or relied on by Retail/Individual Investors. Barings LLC, Barings Securities LLC, Barings (U.K.) 
Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan Limited, Baring Asset Management Limited, Baring 
International Investment Limited, Baring Fund Managers Limited, Baring International Fund Managers (Ireland) Limited, Baring Asset 
Management (Asia) Limited, Baring SICE (Taiwan) Limited, BaringAsset Management Switzerland Sàrl, and Baring Asset Management 
Korea Limited each are affiliated financial service companies owned by Barings LLC (each, individually, an "Affiliate"), together known as 
"Barings." Some Affiliates may act as an introducer or distributor of the products and services of some others and may be paid a fee for 
doing so. 
 
NO OFFER: The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial 
instrument or service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, 
financial situation or particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, 
an investment recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, 
commodity, investment, or particular investment strategy, and must not be construed as a projection or prediction. 
In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved and before 
making any investment decision, it is recommended that prospective investors seek independent investment, legal, tax, accounting or other 
professional advice as appropriate. Unless otherwise mentioned, the views contained in this document are those of Barings. These views 
are made in good faith in relation to the facts known at the time of preparation and are subject to change without notice. Individual 
portfolio management teams may hold different views than the views expressed herein and may make different investment decisions for 
different clients. Parts of this document may be based on information received from sources we believe to be reliable. Although every effort 
is taken to ensure that the information contained in this document is accurate, Barings makes no representation or warranty, express or 
implied, regarding the accuracy, completeness or adequacy of the information.  
OTHER RESTRICTIONS: The distribution of this document is restricted by law. No action has been or will be taken by Barings to permit 
the possession or distribution of the document in any jurisdiction, where action for that purpose may be required. Accordingly, the 
document may not be used in any jurisdiction except under circumstances that will result in compliance with all applicable laws and 
regulations. Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or 
available in their jurisdiction.  
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