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Petrol and diesel prices may go as low as
86p a litre if oil price continues to fall

Price of a litre of fuel may become cheaper than some bottled water
But thousands still missing out on cheaper prices depending where they live

The freefalling price of a barrel oil may lead to forecourt petrol and diesel
prices going as low as 86p a litre at the cheapest fuel retail sites, the RAC
says – but warns thousands of motorists are still missing out on cheaper
prices.

If a barrel of oil falls to $20, pump prices should come down to around 90p a



litre at supermarkets and other cheap fuel forecourts, but a further fall to the
$10 mark, as some analysts are now predicting, could pave the way for petrol
and diesel to reach as low as 86p a litre. This would, however, depend on the
pound not weakening further against the dollar.

Since the beginning of December oil has tumbled by 30% from $43.26 to a
12-year low of $30.06 on Monday 11 January, but unfortunately wholesale
fuel prices have not reduced as much as they could have due to the pound
weakening against the dollar by 4.5% over the same period.

RAC fuel spokesman Simon Williams said: “With no apparent end in sight to
the freefalling price of oil, motorists can expect some really low fuel prices in
2016. Breaking through the pound a litre price point for both petrol and
diesel was clearly a welcome landmark, but it looks as though there is more
to come. In fact we may get to a bizarre time when a litre of fuel is cheaper
than a litre of some bottled waters.

“At the moment, however, we have a situation where retailers still need to
pass on more wholesale price savings on diesel to motorists at the pump, as
the wholesale price is still 3p a litre cheaper than that of petrol. We should
really be seeing diesel priced several pence cheaper than petrol on every
forecourt, to the point where the average price of diesel goes below that of
petrol. In many areas of the UK the price of fuel is sadly far higher than it
should be: we would urge every fuel retailer to price fuel on their forecourts
so that it more fairly reflects wholesale prices.

“There is, however, a limit to how low prices can go as tax – fuel duty at
57.95p a litre and VAT on the total price, including fuel duty – make up the
lion’s share of the price of a litre. Even if the fuel was given away and the
retailers didn’t take a margin, the price of a litre would still be 70p.

“Every motorist should know that the tax-take at £1 a litre is 75%, and at 86p
a litre it rises to a staggering 84%. Strangely, this means that VAT alone
would be 14p, which would be more than the cost of the fuel and the
retailer’s margin. Sadly, the Chancellor looks likely to put duty up in the
Budget in March for the first time since January 2011. We would urge him not
to use lower fuel prices as an opportunity to extract even more tax from the
motorist at the pumps.”

Currently, the average price of petrol is 102.5p and diesel is 103.21p: a
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reflection of the sub-£1 a litre fuel on supermarket forecourts as well as
many other price-competitive retailers. However, RAC Fuel Watch data –
which monitors the same information that retailers use – shows there is
scope for a 5p reduction in the average forecourt price of diesel.

Simon Williams added: “Unfortunately, even though our Fuel Watch data
predicts a large reduction in average diesel pump prices experience from the
last month tells us that retailers are simply not passing on as much of the
savings at the forecourt as they should. They have been using the savings in
the wholesale cost of diesel to subsidise petrol prices, but for the sake of
transparent fuel retailing, this needs to change and motorists should see
another cut in the price of diesel.

“If retailers were to reduce the diesel price in line with the wholesale cost we
should see the average price get very close to the £1 mark.

“We are concerned that too few drivers are benefitting from these incredibly
low oil prices as many less competitive retailers are still selling fuel at far
nearer to £1.10 a litre than £1.”

Motorists can keep abreast of the latest fuel prices by visiting:
www.rac.co.uk/fuelwatch or following #racfuelwatch on Twitter.

Notes to Editors

About the RAC

With more than eight million members, the RAC is one of the UK's most
progressive motoring organisations, providing services for both private and
business motorists. Whether it's roadside assistance, insurance, buying a used
car, vehicle inspections and checks, legal services or up-to-the-minute traffic
and travel information – the RAC offers a solution for all motoring needs. The
RAC is committed to making motoring easier, safer, more affordable and
more enjoyable for drivers and road users.

The RAC is the motorist’s champion and campaigns to support the interests of
its members and UK motorists at a national level, including advancing levels
of road safety, supporting the needs of young drivers and voicing concerns
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about the increasing cost of motoring. The RAC’s annual Report on Motoring
– first published in 1989 – provides a clear insight into the concerns and
issues facing today’s motorists.

For the very latest news on UK fuel prices, check RAC Fuel Watch or follow
#racfuelwatch on Twitter. This is a comprehensive guide to the latest UK
unleaded petrol and diesel prices – both at the wholesale level and at the
pump. RAC Fuel Watch analyses how prices changed through the previous
month and compares the most recent prices with those from three, six and 12
months before.

Key facts:

• RAC patrols fix four out of five vehicles at the roadside and on
average within 34 minutes

• RAC vans carry more than 500 parts and tools to get members’
vehicles going again

• 98% of members would recommend RAC Rescue to their friends
and family
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