
Sharp  fall  in  rate  of
inflation as gas price sees
record dip
The  rate  of  price  rises  has  fallen  sharply,  according  to
official figures.

The key, consumer price index (CPI) measure of inflation fell
to 6.8% in the year to July, down from a rate of 7.9% in June,
Office of National Statistics (ONS) data showed.

It means prices are still rising but at a slower rate than
before as the energy regulator Ofgem changed the energy price
cap in July which brought down bills.

Cost of living latest: Inflation falls sharply after energy
cost reduction

Inflation came down as some goods and services became cheaper:
• electricity
• gas
• milk
• bread
• cheese
• petrol and diesel

The rate of inflation was still high due to price increases
in:
• hotels
• air travel

There was a record fall in monthly gas prices, which fell by
25.2% between June and July, becoming the largest drop since
the ONS began collating the data in 1988. At the same time the
cost of services rose to a 30-year record of 7.4% – the
highest rate since March 1992.
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More on Inflation

Next  rail  fares  rise  will  be  below  RPI  rate  of
inflation,  government  vows

Grocery price inflation falls for fifth month in a row,
retail data suggests

Food  prices  may  never  fall  again  following  Ukraine
invasion, Bank of England chief economist says
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Further inflation falls are expected, with the Bank of England
forecasting the rate will drop to 5% by the end of the year,
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still more than double the Bank’s 2% inflation target.

Another  measure  of  inflation,  which  does  not  track  items
susceptible to sharp rises and falls, such as food and energy,
was static. Core inflation remained at 6.9%, likely to be of
concern  for  the  people  who  decide  interest  rates  –  the
Monetary Policy Committee members.

Advertisement
Food price rises remained seven times higher than a year ago
at 14.9% despite a significant fall from the June 17.3% rate
of food inflation.

The rate of inflation has taken on political significance.
Prime Minister Rishi Sunak made halving inflation one of his
five pledges and said it was “on me personally” if the goal
isn’t met.

Economics thinktank the Institute for Fiscal Studies (IFS)
said the target looks “far from the almost foregone conclusion
than it looked like when it was set back in January”.

“With only limited time left it looks like considerably more
of a gamble than it first appeared.”

It’s  the  Bank  of  England,  however,  which  is  tasked  with
increasing  interest  rates  to  take  make  borrowing  more
expensive  to  take  money  out  of  the  economy  and  reduce
inflation. So far they’ve upped rates 14 times in a row, with
another increase due to come next month.

Following  the  announcement,  the  market  expects  the  base
interest rate will reach a high of 6%.

Prices began to rise during the pandemic when difficulty with
goods supply chains pushed up costs.

This  was  worsened  when  Russia  invaded  Ukraine  and  energy
prices  soared  as  countries  in  the  West  competed  for
alternative sources of energy in their move away from Russian
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oil and gas.

The UK is now back at the rate of inflation seen at the time
of invasion in February 2022.
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As the cost of energy has come down, so too has the overall
rate of inflation.

Now, a key driver of overall price rises is an increase in
wages. For the first time in nearly two years, wage growth in
the private sector surpassed the rate of inflation.
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Inflation falls to 6.8% year to July – from 7.9%

Responding to the figures, Chancellor Jeremy Hunt said: “The
decisive action we’ve taken to tackle inflation is working,
and the rate now stands at its lowest level since February
last year.

“But while price rises are slowing, we’re not at the finish
line. We must stick to our plan to halve inflation this year
and get it back to the 2% target as soon as possible.”

Read more:
Spending calculator: See what prices have gone up or down
The Big Short investor Michael Burry bets $1.6bn on stock
market crash

Labour’s shadow chancellor, Rachel Reeves, said: “Inflation in
Britain  remains  high  and  higher  than  many  other  major
economies. After 13 years of economic chaos and incompetence
under the Conservatives, working people are worse off – with
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higher energy bills and prices in the shops.

“Labour’s plan to build a strong economy will make working
people  better  off  by  boosting  growth,  improving  living
standards and cutting household bills.”

Angela Rayner, the deputy Labour leader, told Sky News the
inflation figures are “no means for celebration” – as the cost
of living crisis continues.

“That is no means for celebration as we still have a low wage,
low growth, high tax economy at the moment and no plan in the
long term to get us out of that.”


