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It’s likely that you’ve already started to feel the 

impact of inflation on your household finances. 

Prices have been increasing in practically all 

areas of spending and are rising fastest for 

essentials like fuel, energy, and food. But what 

does it all mean for your day-to-day finances?

Firstly, what is inflation? 
Simply put, inflation is a measure of how the prices of goods and services 

are changing in the UK. As you may already have noticed when you’ve 

been doing the weekly shop or filling up the car, it can have a big impact 

on your household finances. Inflation is measured as a percentage and 

compares the cost of a ’basket of goods and services‘ today with the cost 

of the same items 12 months ago. 

There are a number of inflation measures, but the government generally 

uses the Consumer Prices Index. This has certainly been grabbing 

headlines lately – it rose to a high of 9.4% in June 2022* and is widely 

forecast to climb higher still. Overall, you’re likely to see increases in your 

costs but exactly how much the current headline inflation rate affects your 

household depends on which products you tend to spend your money on. 

That’s because not all prices will be increasing at the same rate.

Why now 
is the time 
to create a 
household 
budget

What can we do? 
There’s no doubt that we’re all having to tighten our proverbial belts, 

particularly if we’re not seeing our salaries increase in line with the rate 

of inflation. And, with the standard UK-wide personal tax allowance 

remaining frozen until 2026, many who do get a pay rise could also find 

they’re dragged into a higher tax band.

Even if you’ve never had to work to a strict household budget before, it’s 

more important than ever to have one now. And starting by tracking your 

spending across different parts of everyday life will enable you to see 

exactly where inflation is biting and help you work with or around it. 

Important information: Tax treatment depends on individual 

circumstances and all tax rules may change in the future. 

*Source: Office for National Statistics, Consumer price inflation, UK: June 2022, Figure 1: 

Annual CPIH inflation rate


