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Lower UK wage growth points to another
Bank of England pause
While wage growth is still much too strong for the Bank of England's
liking, there's nothing in the latest data that's likely to push the
committee into a rate hike at the November meeting 

Today’s UK wage data was always going to be one of two key tests ahead of the Bank of England’s
November meeting. And at first glance, there’s nothing that’s likely to push the committee
towards another rate hike.

Admittedly, this is an unusually thinned-down jobs report, with many of the key numbers,
including unemployment, delayed for a week due to quality concerns. Those numbers, when we
get them, will still have some bearing on the Bank’s next decision, but committee members have
made it abundantly clear that private-sector regular pay growth is the key metric it’s watching –
and that number has been released today as planned.

These wage numbers do bounce around a bit between months, and if we look at the latest figure
in isolation, we did see a slightly faster increase in the level of private sector pay (£611 to £615 for
the average week, or up 8% annualised). But that follows a couple of months of slower increases,
and that means the three-month annualised change in pay – which is perhaps a fairer indication
of the trend – has still slowed since the unusually large wage rises we were seeing in the second
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quarter. On a year-on-year basis, private sector wage growth is down to 8%, down from 8.2% at
the peak. That's still too high for the Bank's liking, but the lack of fresh unpleasant surprises
reduces pressure to hike again in November - and importantly, policymakers have also been
noting that other measures of wage growth have been looking a bit more favourable. 

There are mounting signs the UK labour market is cooling

While we’ll have to wait until next week’s full jobs data, there have also been mounting signs that
the labour market is beginning to cool. Vacancies have fallen noticeably across sectors, and that’s
gone hand-in-hand with a pick up in unemployment. The number of payrolled employees fell in
September, according to an alternative measure of employment that we did get published as
planned.

That suggests the days of 8%+ private-sector wage growth are numbered, though we expect the
decline to be gradual.

As for the November Bank of England meeting, we still have to wait on services inflation due
tomorrow. This has been volatile, though our best guess is that this notches fractionally lower –
and should continue to do so over coming months as the lagged effect of lower gas prices feeds
through. Any unpleasant upside surprises could be enough to tempt the Bank into a resumption of
its rate hike cycle in November. But for now, that’s not our base case. We expect rates to remain
on hold until next summer.

Author

James Smith
Developed Markets Economist
james.smith@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10

mailto:james.smith@ing.com


THINK economic and financial analysis

Snap | 17 October 2023 3

Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

