
 

United Kingdom 
Pay pressures continue to build as staff hiring remains robust 

 Staff appointments continue to rise markedly 

during March 

 Starting salary inflation remains sharp, driven 

by further decline in candidate availability 

 Growth in demand for staff softens but remains 

strong 

UK labour market conditions remained tight in March, 

according to the latest IHS Markit/REC Report on Jobs 

survey. Staff appointments continued to rise sharply at 

the end of the first quarter, while lower candidate 

availability and reports of skills shortages placed 

further pressure on employers to raise starting pay.  

However, in a sign that the labour market has begun to 

soften, the latest drop in candidate availability was the 

weakest seen for a year, while recruiters noted that 

demand for staff grew at the slowest rate for 15 

months. 

The Report on Jobs data are compiled from a regular 

monthly survey of over 400 recruiters conducted by 

IHS Markit on behalf of the Recruitment and 

Employment Confederation. The trends signalled by 

the survey have acted as advance indicators of official 

(ONS) labour market data releases, most recently 

anticipating the nascent revival of earnings growth.  

Staff appointments increase strongly  

Recruiters signalled a further marked increase in 

permanent staff placements across the UK in March. 

Growth in temp billings also remained robust, despite 

the rate of increase slipping to a 13-month low. Overall, 

the data point to another robust rise in the official 

measure of employment over the first quarter of 2018.  

Candidate availability drops further 

The survey also showed further steep declines in the 

availability of permanent and temporary candidates in 

March, despite the overall pace of deterioration easing 

to the least marked for one year.  

Skill shortages remained widespread, with recruiters 

signalling difficulties in sourcing staff for a variety of 

roles including accountants, cyber security, HGV 

drivers, healthcare workers and teachers.  
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While deteriorating staff availability reflects the current 

low level of unemployment (the unemployment rate 

currently stands at a four-decade low of 4.3%), a 

number of panellists commented that the shrinking 

pool of candidates can also be linked to Brexit-related 

nerves among workers.   

Pay pressures hold close to 2½-year peak 

The solid hiring trend and skill shortages continued to 

drive up pay rates, albeit with some modest cooling 

evident in the latest survey period. 

The data highlighted a further steep increase in 

salaries offered to newly-placed permanent staff during 

March, though the rate of growth softened further from 

January’s 31-month peak. 

The latest data from the Office for National Statistics 

(ONS), available only up to January, have meanwhile 

shown earnings growth reach a near two-and-a-half-

year high at the start of the year. Total pay (including 

bonuses) was up 2.8% on an annual basis in the three 

months to January. Average pay excluding bonuses 

meanwhile rose by 2.6% over the same period, to 

mark the strongest growth for over a year.  

Although the survey of recruiters hints that growth in 

starting salaries has softened slightly since the start of 

the year, it’s still indicative of a level of pay growth 

which will add to hawkish views on interest rates, and 

as such will add to the odds of a May rate rise.  

Furthermore, the data suggest the gap between rises 

in living costs and earnings is closing, paving the way 

for the first increase in real pay for over a year.  

Demand for staff slips to 15-month low 

While the latest recruitment industry survey data 

continue to point to a tightening labour market, there 

are also some signs of cooling. Although robust, 

demand for staff is growing at a reduced rate 

compared to last year’s peaks. Overall, staff vacancies 

expanded at the slowest rate since December 2016 in 

March. Although the dip in demand could partly stem 

from heavy snowfall during the month, the underlying 

trend has been one of a slowdown. Survey data show 

that growth of demand has softened in each of the past 

seven months. 

This adds to tentative signs in official data that 

vacancies are growing at a softer pace as we round off 

the first quarter. Latest ONS figures showed that 

vacancies rose by +7.4% year-on-year in the three 

months to February, down from +9.4% in the three 

months to January, and marking the first time that 

growth has softened since mid-2017. 

Demand for staff shows signs of cooling 
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