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The twenty-year IHT freeze 
 
The freeze on inheritance tax (IHT) nil rate band will mean more tax from more estates 
 

 

In March 2006 the then Chancellor, Gordon Brown, announced that the IHT nil rate band for 2009/10 
would be £325,000. Announcing the change over three years before it would happen was seen by some 
as a political tactic, kicking a contentious topic down the road. Little did anyone anticipate at the time that 
the figure of £325,000 would still apply two decades later. However, the announcement in the Spring 2021 
Budget of a further freeze on the nil rate band means that it is now not due to change until at least 6 April 
2026. 

As the current Chancellor explained in his speech, albeit in the context of frozen income tax thresholds, 
“…this policy does remove the incremental benefit created had thresholds continued to increase with 
inflation”. In the case of the nil rate band, that ‘incremental benefit’ is now no small number. If the figure 
Gordon Brown chose for 2009/10 had been increased in line with CPI inflation from 2010/11 onwards, as 
the graph shows, it would now be £417,000 – over 28% above its actual level.  

The difference theoretically means up to an extra £36,800 in IHT at the standard rate of 40% in 2021/22. 
By 2025/26, the nil rate band would have been £450,000, based on the inflation assumptions made by the 
Office for Budget Responsibility.  

The residence nil rate band (£175,000) has also been frozen until April 2026. Before the Chancellor’s 
announcement that he would be freezing the nil rate bands, there had been suggestions that Mr Sunak 
would introduce some reforms to IHT, drawing on two reports which were written by the Office of Tax 
Simplification at the request of an earlier Chancellor. However, there was nothing in the Budget, although 
subsequently a relaxation in the requirements for IHT returns from 2022 was announced. 

The unspoken message from the Chancellor is that he will continue to look to IHT to raise some much-
needed revenue, making estate planning more important than ever.  

Tax laws can change. The Financial Conduct Authority does not regulate tax advice or estate planning.  
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Important information:  
 
This document is marketing material. This document is provided by the author and may not necessarily represent views expressed in other 
Aspect8 communications, strategies or funds. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide and should not be relied on for accounting, legal or tax advice, or investment 
recommendations. Reliance should not be placed on the views and information in this document when taking individual investment and/or 
strategic decisions. Past performance is not a guide to future performance and may not be repeated. The value of investments and the 
income from them may go down as well as up and investors may not get back the amounts originally invested. Exchange rate changes may 
cause the value of any overseas investments to rise or fall. The sectors, securities, regions and countries shown above are for illustrative 
purposes only and are not to be considered a recommendation to buy or sell. All investments involve risks including the risk of possible loss 
of principal. Information herein is believed to be reliable but Aspect8 does not warrant its completeness or accuracy. Reliance should not be 
placed on the views and information in this document when taking individual investment and/or strategic decisions. Some information 
quoted was obtained from external sources we consider to be reliable. No responsibility can be accepted for errors of fact obtained from 
third parties, and this data may change with market conditions. This does not exclude any duty or liability that Aspect8 has to its customers 
under any regulatory system. Regions/sectors shown for illustrative purposes only and should not be viewed as a recommendation to 
buy/sell. This content is issued by Aspect8 Limited, Holmwood House, Broadlands Business Campus, Langhurstwood Road, Horsham, 
West Sussex, RH12 4QP. Registered No. 07572431. Authorised and regulated by the Financial Conduct Authority, FCA no. 227247. 


