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Key Takeaways

• The National Oceanic and Atmospheric Administration (NOAA) has confirmed an El Niño is developing 

toward a very strong event with peak impacts on agriculture expected to materialise with a 6–12 month 

lag.

• The El Niño is arriving on a warmer baseline amplified by climate change, meaning its impacts on crop 

yields and water stress are likely to be more severe than historical analogues suggest.

• The Strait of Hormuz conflict has simultaneously disrupted fertiliser supply chains, compounding 

weather-driven yield risk with input cost stress, which is a combination not seen in prior El Niño cycles.

• Cocoa, sugar and coffee carry the sharpest near-term risk given existing supply deficits, perennial 

crop vulnerability, and concentrated exposure in West Africa and Southeast Asia.

The last time a major El Niño hit (2023–2024) markets were watching. Cocoa rallied 250%1. Sugar hit its 

highest price in over a decade2. Rice exporters shut their borders3. Those events felt dramatic at the time, 

but they unfolded before the US Iran war, before the fertiliser crunch, before the warming baseline had 

climbed another notch.

The US National Oceanic & Atmospheric Administration (NOAA) has now confirmed El Niño is back, and 

the signal is strengthening. The Oceanic Niño Index which represents the three-month running average 

of sea surface temperatures in the east-central Pacific, is trending toward what forecasters describe as 

a strong or very strong event. NOAA has assigned a 63% probability of a ‘very strong’ El Niño. On its 

own, that would already be worth watching. Layered on top of the Strait of Hormuz disruption, which has 

throttled fertiliser flows from the Middle East at precisely the moment farmers need to be securing inputs, 

this event arrives at a moment of unusual fragility for global food production.

Figure 1: Oceanic Niño Index (ONI)
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Source: National Oceanic & Atmospheric Administration (NOAA), Bloomberg Finance L.P., WisdomTree as of 30 April 

2026.

For investors, the question is no longer whether El Niño matters. It is which markets are most ex-

posed and whether current prices reflect what is coming. This year alone the WisdomTree Agriculture 

exchange-traded commodity (ETC) (Ticker: AIGA) has attracted US$998mn in inflows, taking the assets 

under management to US$1.41bn, reflecting the growing institutional interest in diversified agricultural 

commodity exposure. WisdomTree Agriculture tracks the Bloomberg Agriculture Subindex Total Return 

(Ticker: BCOMAGTR Index) comprising futures on coffee, cocoa, corn, cotton, soybeans, soybean oil, 

soybean meal, sugar, and wheat. It reflects the return on fully collateralised futures positions, quoted in 

USD. The fund's diversified basket construction means investors gain access to the broad agricultural 

commodity complex.

Agricultural commodity prices can be highly volatile and are influenced by weather, geopolitical events, 

supply disruptions and changes in investor sentiment. Exposure through commodity futures may experi-

ence significant price fluctuations.

Not your average weather event

El Niño is a recurrent climate phenomenon, but its effects are not static. The mechanism is well understood. 

Trade winds weaken, warm water pools in the central and eastern Pacific, and weather patterns reorganise 

across much of the globe. Drought where monsoons should fall. Flooding where skies are usually dry. Heat 

stress arriving weeks early in critical growing regions. The 1997–98; 2015–16 and 2023-24 episodes each 

left significant marks on agricultural output and commodity prices.

What is different now is the baseline on which this event is unfolding. The past 11 years are the warmest 

on record. The Intergovernmental Panel on Climate Change (IPCC) is clear that every additional degree of 

warming raises both the likelihood and the severity of extreme weather events, not just their frequency. The 
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World Meteorological Organisation (WMO) notes that El Niño Southern Oscillation (ENSO) events now 

occur in a warmer atmosphere and a warmer ocean. That means soils dry out faster, evapotranspiration 

rates are higher, and crops hit water-deficit conditions earlier in the growth cycle.

Crucially, El Niño's impact on agriculture does not arrive immediately. The most acute effects tend to lag the 

event peak by six to twelve months, meaning the pressure on crop cycles and food prices is still building.

Which commodities are likely to be impacted

El Niño does not hit everywhere equally. The geography matters enormously.

South and Southeast Asia carries the heaviest exposure. Weaker monsoon rainfall and above-normal 

temperatures are the classic El Niño signature for this region, with direct implications for rice, sugar and 

coffee. Indian and Thai rice production has declined sharply in prior strong events, and there is a real risk 

that supply stress brings export restrictions back into play, tightening global balances further.

West Africa faces variable rainfall, intensified Harmattan winds and periodic heat stress. As was the case 

in 2023/24, cocoa crops could decline. Since the start of the crop year last October, arrivals at Ivory Coast’s 

ports totalled 1.883mn tons, an 18% increase versus the same period last year. However, the increase 

could decline over the coming weeks. Cocoa farmers in the Ivory Coast are reporting above average rainfall 

which could lead to flooding and diseases, impacting the mid-harvest which runs through August. Cocoa 

is a perennial tree crop. Unlike wheat or corn, you cannot plant your way out of a bad season in 90 days. 

Damage accumulates across years.

Australia is expected to see planted wheat area fall sharply, with production potentially down approxi-

mately 9mn tonnes in 2026/27[1], a significant reduction for one of the world's major wheat exporters. The 

already tightening wheat market could face further pressure if crop losses materialise in Australia. In the 

past, El Niño has likewise brought excessive heat and drought towards the end of the year.

Not every region faces the downside. Argentina is one of El Niño's few structural beneficiaries, with 

above-average rainfall typically supporting soybean, corn and wheat output. Parts of the southern United 

States also tend to see improved growing conditions. These are real counterweights but they are unlikely 

to fully absorb what Asia and Africa may give up.
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Source: WisdomTree, as of 30 June 2026.

Why soft commodities have historically been sensitive to El Niño

Historically, soft commodities have often shown heightened sensitivity. Soft commodities have consistently 

been the strongest performers during El Niño episodes, three of the five soft commodities (cotton, coffee, 

and sugar) moved to multi-year highs in 2022–23, and in late 2024 orange juice and cocoa reached record 

highs while coffee reached a record high in 20255. Every strong El Niño in the past 55 years has reduced 

global cocoa production6, with Ecuador and Indonesia the most exposed origins and significant risks in 

West Africa (where most of the world’s production is now concentrated).

For investors who wish to access the soft commodity dimension of the El Niño thesis more directly, 

WisdomTree offers a complementary product to WisdomTree Agriculture via the WisdomTree Softs ETC 

(Ticker: AIGS). WisdomTree Softs is a fully collateralised, UCITS-eligible ETC designed to provide 

investors with total return exposure to a basket of softs futures contracts. The ETC aims to replicate 

the Bloomberg Commodity Softs Subindex 4W Total Return Index (Ticker: BCOMSO4T). The index is 

composed of futures contracts on coffee, cotton, and sugar.

Conclusion
El Niño has historically moved agricultural commodity prices. What makes 2026 different is the environment 

it is walking into. A warming baseline that amplifies weather impacts, a geopolitical disruption that has 
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already weakened the fertiliser supply chain, and biofuel demand competing more aggressively with food 

uses for the same underlying commodities.

The investment case is not that every agricultural market will rise. It is that the distribution of outcomes has 

shifted. The balance of risks could favour higher prices for several key soft commodities, and some of the 

risks may not yet be fully reflected in market pricing. Perennial crop deficits in cocoa and coffee appear 

increasingly structural rather than cyclical. Sugar's exposure to the ethanol diversion story may create 

tighter downside protection than raw stock levels suggest. Wheat and corn carry more resilient global 

inventory positions, but regional disruptions, particularly in Australia and South Asia, remain capable of 

generating significant volatility.

Investments in commodity ETCs involve risks, including market risk, commodity price volatility, counterpar-

ty risk and exchange rate risk where applicable. Agricultural commodity prices can be affected by weather 

events, geopolitical developments, government policy and changes in global supply and demand. Past 

performance is not a reliable indicator of future performance and investors may lose some or all of their 

investment.

1Source: Macrobond, June 2026.

2Source: Barchart, 21 January 2024.

3Source: US Department of Agriculture Economic Research Service, 18 October 2023.

4Source: United States Department of Agriculture as of 29 May 2026.

5Source: Bloomberg Finance L.P. as of 31 March 2026.

6Source: WisdomTree, International Cocoa Organisation, June 2026.
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IMPORTANT INFORMATION

Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable).Our Conflicts of Interest Policy and Inventory are available on request.

This marketing communication is intended for all investors; however, the WisdomTree products 

described in this document and related materials may be restricted in certain jurisdictions and 

may only be available to particular categories of investors in accordance with applicable laws and 

regulations. Where a product is not authorised or its distribution is restricted in your jurisdiction, it 

is the responsibility of any person or entity in possession of this information to inform themselves 

of, and comply with, all relevant restrictions. Before making any investment, investors should seek 

appropriate legal, regulatory, tax and investment advice to assess the suitability and implications of 

investing in these products. Information about WisdomTree products is available at wisdomtree.eu. 

WisdomTree does not offer investment advice tailored to individual circumstances. Past perfor-

mance is not a reliable indicator of future performance. Any historical performance included in this 

document may be based on back testing. Back testing is the process of evaluating an investment 

strategy by applying it to historical data to simulate what the performance of such strategy would 

have been. Back tested performance is purely hypothetical and is provided in this document solely 

for informational purposes. Back tested data does not represent actual performance and should 

not be interpreted as an indication of actual or future performance. The value of any investment 

may be affected by exchange rate movements. Any decision to invest should be based on the 

information contained in the appropriate prospectus and after seeking independent investment, 

tax and legal advice. The content of this document does not constitute investment advice nor an 

offer for sale nor a solicitation of an offer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the underlying 

index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks 

including among others, general market risks relating to the relevant underlying index, credit risks on 

the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, 

liquidity risks and legal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be construed as, an 

advertisement or any other step in furtherance of a public offering of shares in the United States or any 

province or territory thereof, where none of the issuers or their products are authorised or registered for 

distribution and where no prospectus of any of the issuers has been filed with any securities commission 

https://www.wisdomtree.com/ch/en/insights/blog/what-el-nino-means-for-agricultural-commodities-in-2026



WISDOMTREE BLOG

or regulatory authority. No document or information in this document should be taken, transmitted or 

distributed (directly or indirectly) into the United States. None of the issuers, nor any securities issued 

by them, have been or will be registered under the United States Securities Act of 1933 or the Investment 

Company Act of 1940 or qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based on publicly 

available information. Although WisdomTree endeavours to ensure the accuracy of the content in this 

document, WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data 

providers used to source the information in this document make no warranties or representation of any 

kind relating to such data. Where WisdomTree has expressed its own opinions related to product or market 

activity, these views may change. Neither WisdomTree, nor any affiliate, nor any of their respective officers, 

directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss 

arising from any use of this document or its contents.

This document may contain forward looking statements including statements regarding our belief or 

current expectations with regards to the performance of certain assets classes and/or sectors. Forward 

looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance 

that such statements will be accurate and actual results could differ materially from those anticipated 

in such statements. WisdomTree strongly recommends that you do not place undue reliance on these 

forward-looking statements.

Jersey ETCs

The products discussed in this document are issued by WisdomTree Commodity Securities Limited (the 

"Issuer"). The Issuer is regulated by the Jersey Financial Services Commission. Investors should read the 

prospectus of the Issuer before investing and should refer to the section of the prospectus entitled ‘Risk 

Factors’ for further details of risks associated with an investment in the securities offered by the Issuer.

WisdomTree Commodity Securities Limited

Securities issued by the Issuer are direct, limited recourse obligations of the relevant Issuer alone and are 

not obligations of or guaranteed by Citigroup Global Markets Limited (“CGML”), Citigroup Global Markets 

Holdings Inc. (“CGMH”), Merrill Lynch International ("MLI"), Bank of America Corporation ("BAC") or any 

of their affiliates. Each of CGML, CGMH, MLI and BAC disclaim all and any liability whether arising in tort, 

contract or otherwise which they might have in respect of this document or its contents otherwise arising 

in connection herewith.

“Bloomberg®” and the Bloomberg Commodity Index(es)SM referenced herein are service marks of 

Bloomberg Finance L.P. and its affiliates, including Bloomberg Index Services Limited (“BISL”), the 

administrator of the indices (collectively, “Bloomberg”) and have been licensed for use for certain purposes 

by WisdomTree UK Limited and its permitted affiliates including WisdomTree Commodity Securities Limited 

(together, WisdomTree). Bloomberg is not affiliated with WisdomTree, and Bloomberg does not approve, 

endorse, review, or recommend the exchange-traded product(s) referenced herein. Bloomberg does 
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not guarantee the timeliness, accurateness, or completeness of any data or information relating to the 

index(es).

For Investors in Switzerland:

This document constitutes an advertisement of the financial product(s) mentioned herein.

In Switzerland, this communication is only targeted at Qualified Investors.

The prospectus (in English only) and the key investor information documents (KID) (in German, French 

and Italian) are available from WisdomTree’s website:https://www.wisdomtree.eu/en-ch/resource-li-

brary/prospectus-and-regulatory-reports

For Investors in Monaco: This communication is only intended for duly registered banks and/or licensed 

portfolio management companies in Monaco. This communication must not be sent to the public in Monaco.

For Investors in Israel:

Offering materials for the offering of the securities have not been filed with or approved or disapproved by 

the United States Securities and Exchange Commission or any other state or federal regulatory authority, 

nor has any such regulatory authority passed upon or endorsed the merits of this offering or passed upon 

the accuracy or completeness of any offering materials. Any representation to the contrary is unlawful. 

The products mentioned herein have not been approved by the Israel Securities Authority and will only be 

distributed to Israeli residents in a manner that will not constitute “an offer to the public” under sections 

15 and 15a of the Israel Securities Law, 5728-1968 (“the Securities Law”) or section 25 of the Joint 

Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts Law “), as applicable. The products are 

being offered to a limited number of investors (35 investors or fewer during any given 12 month period) 

and/or those categories of investors listed in the First Addendum (“the Addendum”) to the Securities 

Law, “Sophisticated Investors”) who in each case have provided written confirmation that they qualify as 

Sophisticated Investors, and that they are aware of the consequences of such designation and agree 

thereto; in all cases under circumstances that will fall within the private placement or other exemptions 

of the Joint Investment Trusts Law, the Securities Law and any applicable guidelines, pronouncements or 

rulings issued from time to time by the Israel Securities Authority.

This prospectus or this document may not be reproduced or used for any other purpose, nor be furnished 

to any other person other than those to whom copies have been sent. Any offeree who purchases a product 

is purchasing such product for its own benefit and account and not with the aim or intention of distributing 

or offering such product to other parties (other than, in the case of an offeree which is a Sophisticated 

Investor by virtue of it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock 

Exchange, as defined in the Addendum, where such offeree is purchasing a product for another party 

which is a Sophisticated Investor).

Nothing in this document should be considered investment advice or investment marketing as defined 

in the Regulation of Investment Counselling, Investment Marketing and Portfolio Management Law, 

5755-1995. Investors are encouraged to seek competent investment counselling from a locally licensed 
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investment counsel prior to making the investment. A recipient of this document may be required to 

provide confirmation that it is a Sophisticated Investor purchasing a product for its own account or, where 

applicable, for other Sophisticated Investors.
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