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Finally, the UK jobs market is levelling
out

After a torrid couple of years for UK employment, there are growing
signs that the worst is behind us and that hiring is starting to stabilise.
But that is not the same thing as a jobs market that is heating up. Wage
growth is cool and there's scant evidence of second-round effects from
the energy shock so far

Finally, it looks like the UK jobs market might be levelling out.

After a long period of attrition, there are tentative signs that employment is stabilising. Private
sector payrolls grew in September for the first time since January, albeit by a modest 8,000.
Hospitality - a key area of weakness - also recorded a small increase for the first time in
months, having been hammered by last year's combination of a big minimum wage hike and
tax increases (retail is still shedding jobs, though).

These figures are prone to a fair bit of revision, but it does tally with signals from some hiring
surveys that employment is starting to turn a corner. At face value, it also mirrors the drop in
the unemployment rate - 4.9% down to 4.7% - though a fair chunk of that can be explained
away by a rise in inactivity. And in any case, these figures are still shrouded in scepticism given
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long-running sampling problems.

Consumer facing employment is falling less rapidly
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Crucially, though, a jobs market that is stabilising is not the same as a jobs market that's
heating up. And that matters for wage growth. At 3.4% in the private sector, adjusting for so-
called compositional effects, pay growth is still consistent with a 2% inflation target over the
medium term, by the Bank of England’s own reckoning. And though the data has been quite
volatile over the past few months, the one-month annualised increase in private sector reqular
pay growth was down at 1.7% on the latest reading. BoE surveys on wage growth have been
pretty much unchanged all year, around 3.5%.

So when the Bank of England hikes rates in November, as looks increasingly likely, it won't be
because of anything in the economic data. We still have inflation data tomorrow, but so far,
there’s scant evidence that the energy shock is broadening out via second-round effects.
Instead, a November hike - together with the follow-up move we tentatively expect in
February - will be entirely an insurance move. That means that, assuming we don't get big
second-round effects emerging over the winter, the Bank should be in a position to start
cutting rates again from late 2027, when the storm has passed.
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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 requlation 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 BRO00341) 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 www.ing.com.
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