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Earnings continue to rise steadily

Earnings data shows that wages continue to rise but at a relatively modest pace considering
the recent period of elevated inflation post pandemic. Hourly earnings rose by 5.4% year-on-
year (y-o-y) to €29.71 in Q2. However, as inflation has fallen back considerably now, real
incomes are rising steadily, and with inflation set to remain low, there may be less upward
pressure on wage demands going forward. Despite a record number of people in work and low
unemployment, the labour market does not appear to have overheated. That has been helped by
a growing labour force which is being driven by healthy population growth and inward
migration. A CSO estimate this week shows the population rose by nearly 100,000 in the year to
April 2024, to 5.38m.

Earnings on the up: Average hourly earnings in Ireland rose by 5.4% y-o-y in Q2, taking them to
€29.71. Gains were broad based across sectors - all bar transportation (which fell marginally) rose on
the year - with the biggest percentage gains coming in the construction sector and administrative
services. The split between public and private sectors was quite even with private sector hourly
earnings up 5.0% annually and the public sector up 5.8%. Over the past five years (since Q2 2019),
average hourly earnings have risen by around 25% with the largest rise coming in the information and
communication sector which gained 38%.

Inflation now at low levels: While wages have risen substantially since 2019, they have only
outpaced inflation by a small amount as, according to the CPI, average prices rose by ¢.19% between
Q2 2019 and Q2 2024. However, inflation has now dropped back considerably following the post-Covid
and Ukraine war surge. The year-on-year CPI rate peaked at 9.2% in October 2022 but stood at 2.2%
in July. The flash HICP estimate for August shows Irish inflation on that measure fell to 1.1%, down
from 1.5% last month. This is well below the prevailing Euro Area average of 2.2% and also the ECB’s
target rate of 2%. While annual CPI rates may pick up slightly at the tail end of this year, inflation is
likely to remain low, at around 2%, for the next few years and take some of the upward pressure off
wages.

Strong population growth: With record numbers at work and a low unemployment rate, the labour
market has been tight but this has not led to overheating and excessive wage gains. Part of this
restraint has been due to strong job creation being matched by labour force growth, which has
increased by 18% since Q2 2019 (with employment up 19% in the same period). This has been
possible due to strong population growth fueled by inward migration. The CSO April 2024 population
estimate published this week showed the population increased by 98,700 (+1.9%) y-o-y -
encompassing inward migration of 149,200 offset by 69,900 outward migration, and a natural increase
of 19,400 - taking the total population to 5,380,300. However the population increase does put further
pressure on existing infrastructure. The Government’s current National Development Plan is based on
population growth forecast of approximately 1 million between 2016 and 2040, but this week’s estimate
indicates the population has already grown by ¢.640,000 since 2016.

Senior Economist: Patrick Mullane
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Disclaimer

This document has been prepared by the Economic Research Unit at The Governor and Company of the Bank of Ireland (“BOI") for
information purposes only and BOI is not soliciting any action based upon it. BOI believes the information contained herein to be accurate
but does not warrant its accuracy nor accepts or assumes any responsibility or liability for such information other than any responsibility it
may owe to any party under the European Union (Markets in Financial Instruments) Regulations 2017 as may be amended from time to
time, and under the Financial Conduct Authority rules (where the client is resident in the UK), for any loss or damage caused by any act or
omission taken as a result of the information contained in this document. Any decision made by a party after reading this document shall be
on the basis of its own research and not be influenced or based on any view or opinion expressed by BOI either in this document or
otherwise. This document does not address all risks and cannot be relied on for any investment contract or decision. A party should obtain
independent professional advice before making any investment decision. Expressions of opinion contained in this document reflect current
opinion as at 30th August 2024 and is based on information available to BOI before that date. This document is the property of BOI and its
contents may not be reproduced, either in whole or in part, without the express written consent of a suitably authorised member of BOI.
Bank of Ireland is regulated by the Central Bank of Ireland. In the UK, Bank of Ireland is regulated by the Central Bank of Ireland and
authorised by the Prudential Regulation Authority. Subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. Details about the extent of our regulation by the Prudential Regulation Authority are available from us on
request. The Governor and Company of the Bank of Ireland is incorporated in Ireland with limited liability. Registered Office 2 College
Green, Dublin, D02 VR66. Registered Number C1.
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