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Pay growth hits three-year high as employers fight to fill vacancies

B Recruitment agencies report fastest employee
pay growth for three years

B Demand for staff revives to show largest gain
for six months

= Staff availability continues to deteriorate

Average salaries awarded to candidates taking up new
jobs rose at the fastest rate for three years in May in a
further sign that the tightening labour market is pushing
up UK wage growth. The findings, from the latest REC
recruitment industry survey compiled by IHS Markit,
will further fuel expectations that the Bank of England
will hike interest rates again in coming months.

Accelerating pay growth

After slowing in the two months to March, growth of
salaries awarded to people placed in new permanent
jobs re-accelerated for a second month running in May,
registering the highest rate of increase since May 2015.

The survey, based on a panel of 400 recruitment and
employment agencies, also showed average hourly
pay for temporary and contract workers rising sharply.
Although down slightly on April, the marked rate of
increase in May means the past two months have also
seen the steepest jump in temp pay for two years.

The data suggest that the rate of wage growth will
continue to accelerate in coming months. The REC
survey pay indices have strong correlation with
changes in wages; though tend to move well in
advance of the official data. The latest official numbers
showed underlying pay growth (excluding bonuses)
accelerated to 2.9% in the three months to March,
reaching 3.0% in the private sector. A rise above 3%
for both measures therefore seems likely as the
summer proceeds.

Rising demand for staff

Recruitment agencies also reported that demand for
staff from employers rose at the steepest rate for six
months in May, the rate of increase accelerating after
having slowed earlier in the year, likely as a result of
snow-related disruptions to business in March.

Pay rising amid higher demand for staff and skill shortages
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UK pay growth
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Vacancies and the demand for staff
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However, while demand for staff rose at an increased
rate, the number of people placed in new jobs showed
the smallest — albeit still strong — gain so far this year,
in part due to increased difficulties finding suitable
candidates to fill vacant positions. Staff availability was
reported to have deteriorated at the steepest rate since
January, continuing a remarkable and sustained trend
of declining staff availability that has been evident
since 2013.

The continual drop in staff availability signalled by the
survey over the past five years has been the most
significant period of labour market tightening recorded
over the survey’s 20-year history, and highlights the
extent of the resulting upward pressure on employee
pay growth.
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Click here for more PMI and economic commentary.
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