UK fuel prices rise sharply amid Iran conflict escalation, risking broader inflationary pressures
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The economic fallout from the conflict in Iran has so far been felt most visibly at UK forecourts, where petrol and diesel prices have risen, but analysts say the wider risk is that longer disruption to oil and fuel flows could begin to feed into shortages and broader inflationary pressure. Lindsay James, investment strategist at Quilter, said the impact in Britain has been largely confined to higher fuel costs so far, though she warned that "every day that passes without a resumption of supply sees the risk of physical shortages and steeper price rises on a range of goods increasing".
That concern comes against a backdrop of already sharp moves in energy markets. The Institute for Fiscal Studies said wholesale gas prices climbed by 67% and oil prices by 35% between 28 February and 12 March 2026, underscoring how quickly tensions in the Middle East can filter through to the UK economy. It said governments have a range of possible responses, from tax and benefit measures to broader support for households and firms, if the shock persists.
At the pump, the effect has been measurable. The House of Commons Library said UK petrol prices rose by 12p a litre and diesel by 25p a litre in the days after 28 February, as supply disruption pushed up crude prices. The RAC Foundation went further, estimating that drivers have already paid more than £2bn extra in fuel costs since the conflict began, with diesel motorists absorbing the larger share of the burden.
While fuel remains the most immediate pressure point, economists warn the consequences could spread through transport, food and household bills if the situation worsens. History suggests that even temporary oil shocks can quickly become broader cost-of-living problems, particularly in an economy still sensitive to energy prices. For now, however, the main effect in Britain remains at the forecourt rather than in empty shelves, and much depends on how long supply stays disrupted.
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