BLACKPOINT ECONOMICS blkpoint.co.uk

The BlackPoint Inflation View - The Month Ahead in UK Inflation

July 2026 edition - following the June CPIl release - published 22 Jul 2026

Energy Does the Heavy Lifting

Our view. With the June CPI print released today (2.6%), this edition sets out where headline inflation goes next. We
expect it to rise to about 3.1% in Jul 2026, then climb to roughly 3.4% by Sep 2026 and 3.6% by Dec 2026, holding near
3.6% through Jun 2027. The reacceleration is almost entirely an energy story — the announced July Ofgem cap reset and
elevated motor fuels — not a broad-based pickup. Core (2.6%) and services (3.6%) remain calmer, so we read the climb
as a known, largely one-off step in the price level rather than renewed underlying pressure.
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BlackPoint Economics -+ ONS (MM23), model forecast from Jun 2026 - shaded: 10-90% probability bands, 2% target dashed

Headline CPI: central projection with 10-90% probability bands; 2% target dashed. Source: ONS (MM23), BlackPoint model.
Forecast run 22 Jul 2026 - Last ONS actual Jun 2026 (CPI 2.6%) - Next ONS release: monthly

What is driving the forecast

Regulated energy (the cap). The Ofgem price cap rises 13% from 1 July 2026 (£1,641 - £1,862 for a typical bill), lifting the regulated
electricity and gas prices inside division 04 (housing, water, electricity & gas). This is the single largest force on the profile: it steps the
energy cut from ~7.5% to ~16% from Sep 2026 and feeds headline through divO4’s weight. Because it is announced, we model it as
near-certainty over the cap window rather than guessing.

Motor fuels. The second leg is petrol and diesel in division 07 (transport), motor fuels contributing about +0.7pp at the nowcast. Unlike
the cap, this is not regulated — it tracks Brent in sterling through the model’s bridge, and remains elevated on Middle East supply risk.
Between capped elec/gas and oil-driven fuels, energy in the broad sense accounts for most of the rise to year-end.

Underlying pressure is steadier. Core sits at 2.6% and services at 3.6%; both drift only modestly over the year (3.4% and 4.4% at
+12m). The bottom-up build across all twelve COICOP divisions cross-checks the headline at 3.1%. The implication for policy: much of
the 3.6% year-end print is a mechanical energy base effect that rolls off in mid-2027, not a signal of entrenched inflation.

Market cut Latest +12m Largest contributors (nowcast) pp
Headline CPI 2.6% 3.6% 04 Housing, water, electricity & gas +0.80
Core (ex EFAT) 2.6% 3.4% 07 Transport +0.68
Services 3.6% 4.4% 11 Restaurants & hotels +0.52

Risks & what we are watching

Energy cap path (two-sided). The profile assumes no cap change beyond July. The October cap is announced ~26 Aug; current
expectation is a small further rise, which would lift the year-end print and smooth the 2027 base-effect decline. A renewed Brent spike on
Middle East disruption is the main upside (a sustained shock could add an estimated 0.3—0.7pp to CPI); a faster oil unwind is the downside.
Services and pay persistence. Services at 3.6% and regular pay near 3.4% are the second-round risk: if they prove stickier than the calm
core suggests, the Bank looks through the energy step less readily. A faster labour-market loosening would pull the other way.

Sterling & commodities. The bridge runs on Brent-in-sterling, the effective exchange rate and global food prices; a weaker pound or a
food-price spike feeds goods and food inflation within two to three months.

Watching: next ONS CPI print - 26 Aug Ofgem cap announcement - Brent & sterling - services and AWE regular pay. Latest figures are ONS
published rates; forecasts are the BlackPoint model.

Next edition published on the next ONS CPI release, expected 19 August 2026 — our forward view for the months ahead.
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Nature of this communication

This communication (the “Communication”) has been prepared by BlackPoint Economics for informational and analytical purposes only. It constitutes a
marketing communication and is not intended to constitute investment research as that term is defined by applicable regulations. It has not been prepared
in accordance with legal requirements designed to promote the independence of investment research and is not subject to any prohibition on dealing
ahead of its dissemination. The views expressed represent the opinions of BlackPoint Economics at the time of publication and are subject to change
without notice. BlackPoint Economics does not undertake to update or revise any information contained herein.

Not investment advice

The Communication is provided for general informational purposes only and does not constitute, and should not be construed as, investment, legal,
regulatory, tax or accounting advice, nor does it constitute an offer or solicitation to buy or sell any financial instrument or to participate in any particular
trading strategy. Recipients should not rely on the Communication as the basis for any investment decision. All investment decisions should be made
solely on the basis of the investor's own assessment of their objectives, financial situation and needs, and after taking independent professional advice
where appropriate. All investments carry risk. The value of investments may fall as well as rise, and investors may receive back less than they invested.
Past performance is not a reliable indicator of future results. Forecasts and projections are inherently uncertain and actual outcomes may differ materially
from those expressed or implied.

Accuracy and reliability

The Communication has been prepared on the basis of publicly available information and sources that BlackPoint Economics considers reliable.
BlackPoint Economics has not independently verified all information contained herein and makes no representation or warranty, express or implied, as to
the accuracy, completeness, fairness or reasonableness of the information, opinions or projections contained in the Communication. BlackPoint
Economics, its officers, employees and associates accept no liability whatsoever for any direct, indirect or consequential loss arising from any use of or
reliance on this Communication or its contents.

Conflicts of interest

BlackPoint Economics may from time to time hold positions in financial instruments referenced in this Communication, or may have provided or may in the
future provide analytical or advisory services to entities referenced herein. Recipients should be aware of this potential conflict of interest when evaluating
the contents of this Communication. BlackPoint Economics operates policies to manage and mitigate conflicts of interest.

Distribution and copyright

This Communication is protected by copyright and is intended solely for the use of the person to whom it is addressed. It may not be reproduced,
redistributed or passed on, in whole or in part, to any other person without the prior written consent of BlackPoint Economics. Unauthorised reproduction or
distribution of this Communication may constitute a violation of applicable law.

Distribution in the United Kingdom

In the United Kingdom, this Communication is directed only at persons who have professional experience in matters relating to investments falling within
Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Order”), or high net worth entities falling within Article
49(2)(a) to (d) of the Order, or other persons to whom it may lawfully be communicated (all such persons together being referred to as “Relevant Persons”).
This Communication must not be acted on or relied on by persons who are not Relevant Persons. BlackPoint Economics is not authorised or regulated by
the Financial Conduct Authority. Nothing in this Communication constitutes a financial promotion for the purposes of the Financial Services and Markets
Act 2000.

Forward-looking statements

This Communication may contain forward-looking statements, forecasts and projections. Such statements involve known and unknown risks and
uncertainties and are based on assumptions and estimates that BlackPoint Economics believes to be reasonable at the time of publication. Actual
outcomes may differ materially from those expressed or implied. No reliance should be placed on any forward-looking statement, and BlackPoint
Economics assumes no obligation to update such statements to reflect events or circumstances arising after the date of this Communication.
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