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UK wage growth hits another post-crisis
high, signals rate cut unlikely
UK wage growth has hit another post-crisis high amid ongoing skill
shortages in the jobs market. This suggests it may be too early to be
talking about Bank of England rate cuts, although as ever, it all
depends on Brexit

We don't believe a
strong first half of the
year is likely to change
the course of Bank of
England rate cuts in
2024

At 3.9%, UK wage growth (excluding bonuses) has hit another post-crisis high and is a key reason
why it is probably too early to be talking about Bank of England rate cuts. And for the time being
at least, we think pay growth has the potential to remain strong. The recent uplift in pay is linked
to skill shortages in various industries - most notably in construction, IT & hospitality, according to
last year’s Employer Skill Survey. Given that this is as much structural as it is cyclical (demographic
factors are a key driver in certain areas for instance), we’d expect wage growth to stay elevated in
the near-term, albeit we may see a retracement towards 3.5% as we head into the autumn.

The jobs side of this month’s report was also pretty encouraging, with employment rising by 115k
in the three months to June. Until recently, PMIs had hinted at improved hiring appetite among
firms, perhaps triggered by the temporary lull in uncertainty after the decision to extend Article 50
back in April.

That’s not to say there aren’t risks. The number of job vacancies, while still high, has been falling
since the start of 2019. We’d also note that a large chunk of job gains over recent months has
been driven by self-employed workers – in particular part-time. Up until these latest figures, the
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number of people in ‘employee’ roles had been falling in the past couple of jobs reports.

Self-employment has been a key driver of job gains in recent
months

Source: Macrobond

When it comes to the Bank of England though, the stronger wage growth backdrop
suggests that policy easing is unlikely in the near-term. A lot depends on Brexit of course,
but for the time being, we think markets may be slightly overestimating the chances of BoE
easing – investors are now pricing in a rate cut by early 2020.
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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
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

