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LABOUR MARKET CONDITIONS REMAIN TOUGH AS
PREVIOUSLY INACTIVE WORKERS SEEK EMPLOYMENT

e Weaker rises in both temporary and permanent employment
e Vacancy growth remained substantial
e Strong candidate availability subdued pay in permanent jobs market

A strong rise in the number of candidates seeking long- and short-term employment in
Scotland led to a mild deterioration in overall labour market conditions in June.
Nevertheless, employment and demand for staff continued to rise during the month,
albeit at moderated rates.

Latest data from the Bank of Scotland Report on Jobs also highlighted a divergence in
conditions in the temporary and permanent jobs markets, with the stronger rises in
appointments, vacancies and pay all recorded in the short-term sector.

The overall deterioration of conditions was signalled by the Bank of Scotland Labour
Market Barometer slipping below the 50.0 no-change threshold for the first time in seven
months. Nevertheless, at 49.4, the pace of worsening was only marginal, and driven
principally through improving candidate availability.

Although signalling labour market slack, the rise in candidate availability suggests that
workers are looking for employment following a period of inactivity. This in turn may
indicate a transitional phase in the labour market recovery as opposed to an outright
deterioration of conditions.
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Donald MacRae, Chief Economist at Bank of Scotland, commented:

“Scotland’s labour market conditions deteriorated slightly in June due to a strong rise in
the number of people looking for employment, causing the headline index to slip below
the no-change threshold for the first time in seven months. However, permanent
employment increased for the ninth month in a row, and demand for permanent staff
improved, albeit both were at slower paces than previously. Despite June’s overall
decline, the rise in candidate availability may point to a transitional phase in the Scottish
labour market recovery, rather than outright deterioration.”
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Regional analysis

Recruitment consultants based in Edinburgh recorded the strongest rises in both
permanent and temporary employment in June, extending the current sequence to nine
months.

Aberdeen-based agencies recorded the strongest monthly inflation of permanent
salaries, while agencies in Edinburgh registered the most marked increase in hourly
temp pay rates.

The fastest rises in both temporary and permanent candidate availability were seen by
Dundee-based employment consultants.

Wages and salaries

Following four months of pay growth, Scottish recruitment consultants registered a
decline in average salaries awarded to permanent workers in June.

In contrast to the trend recorded in the permanent sector, short-term workers saw a
modest rise in hourly staff remuneration rates during June. This extended the current
period of temp pay inflation to six months.

Employment

Latest data highlighted a further rise in the number of workers placed in permanent job
roles by Scottish recruitment agencies. This extended the current period of rising
appointments to nine months. However, the pace of increase slowed to the weakest since
October 2009.

The seasonally adjusted Temporary/Contract Staff Billings Index signalled a marked rise
in average weekly billings received from the employment of temporary staff. As in the
permanent sector, however, the pace of increase slowed since May.

Vacancies

June data signposted another improvement in demand for permanent workers in the
Scottish labour market. Although the weakest since February, the increase in vacancy
numbers was strong and the seventh in successive months.

Demand for temporary workers, as reported by Scottish recruitment consultants, rose for
the eighth month in a row during June.

Availability

Latest data highlighted a marked rise in the number of candidates seeking permanent
employment in Scotland’s labour market. Staff availability rose at the fastest pace in
eight months.

June data signposted the strongest rise in temp candidate availability since September
2009. Firms operating in Scotland’s recruitment sector have posted rising temporary staff
availability in each month for the past two years.

Sectors

By sector, higher vacancy numbers were seen in seven out of the eight monitored
permanent employment types, with the strongest rise recorded in the Hotel & Catering
sector.

For the second month in a row, all eight categories of temporary employment saw
increased vacancy numbers in June. The strongest rise was recorded in IT & Computing,
the weakest in Secretarial & Clerical.

Permanent Staff Temporary/Contract Staff

1 Hotel & Catering 1 IT & Computing

2 IT & Computing 2 Executive & Professional

3 Executive & Professional 3 Hotel & Catering

4 Accounts & Financial 4 Blue Collar

5 Engineering & Construction 5 Engineering & Construction
6 Nursing/Medical/Care 6 Accounts & Financial

7 Blue Collar 7 Nursing/Medical/Care

8 Secretarial & Clerical 8 Secretarial & Clerical

(Ranked by strength of demand in Scotland in June 2010)
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The Bank of Scotland Labour Market Barometer

A key tool in the Monthly Labour Market Report is the Bank of Scotland Labour Market
Barometer. The Barometer is a composite indicator devised from four key measures:
demand for staff; employment; availability for work (inverted); and pay in the permanent
and temporary markets.

The Bank of Scotland Labour Market Barometer fell from 52.3 in May, below the critical
50.0 no-change mark, to 49.4 in June. Nevertheless, overall appointments and demand
for staff both continued to increase.

The key source of weakness was strong candidate growth in both long- and short-term
labour markets. Overall pay rates also fell fractionally, driven by a modest reduction in
starting salaries awarded to permanent workers.

Perm Temp Overall Perm Temp Overall Perm Temp Overall Perm Temp
Place Billing Appoint Demand Demand Demand Avail Avail Avail Salary Pay

09Jun 434 480 437 393 421 395 795 815 796 446 429
Ju 46.7 497 468 434 464 436 783 783 783 458 424
Aug 475 498 476 448 473 449 763 772 763 448 418
sep 49.1 527 493 459 475 46.0 627 663 629 440 444
oct 525 583 528 485 499 486 61.2 615 612 447 46.1
Nov 584 582 584 498 509 499 563 580 564 46.6 46.5
Dec 620 604 619 519 528 520 56.0 555 559 484 495
10Jan 615 552 611 522 505 521 551 542 550 496 50.8
Feb 60.7 56.7 605 544 523 543 546 564 547 514 527
Mar 60.3 63.6 605 580 553 579 523 550 525 50.7 550
Apr 581 633 584 587 579 586 537 547 538 539 552
May 54.7 616 551 591 586 59.1 557 59.8 560 508 512
Jun 529 553 531 560 577 561 603 629 604 488 526
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Notes for Editors

The Labour Market Barometer from Bank of Scotland is an average of survey indices
relating to the demand for staff, permanent placements, temporary billings, staff
availability, salaries awarded to permanent staff and average hourly rates for
temp/contract staff. (The index for staff availability is inverted in the amalgamation
process.)

This report, compiled by Markit, is based on a monthly survey of over 100 recruitment
and employment consultants, and provides up-to-date information on Scottish labour
market trends and is seasonally adjusted.

The information in this report is directly comparable with the KPMG/REC Report on Jobs
survey for the UK, which uses an identical methodology. The KPMG/REC index for the
UK has a strong track record of accurately anticipating changes in unemployment,
employment and average earnings.

Markit do not revise underlying survey data after first publication, but seasonal
adjustment factors may be revised from time to time as appropriate which will affect the
seasonally adjusted data series. Historical data relating to the underlying (unadjusted)
numbers, first published seasonally adjusted series and subsequently revised data are
available to subscribers from Markit. Please contact economics@markit.com.
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Bank of Scotland

Bank of Scotland is part of Lloyds Banking Group, the UK's largest retail bank and
Scotland's largest financial services employer. Established in 1695, Bank of Scotland is
the UK's oldest surviving clearing bank. Our goal is to be the best financial services
provider in Scotland. We believe this means we must build a leadership position not on
the basis of scale but on the foundations of reputation and recommendation.

Markit

Markit is a leading, global financial information services company with over 1,400
employees. The company provides independent data, valuations and trade processing
across all asset classes in order to enhance transparency, reduce risk and improve
operational efficiency. Its client base includes the most significant institutional
participants in the financial market place. For more information, see www.markit.com.

For further information, contact:

Zoe Redhead, Bank of Scotland Press Office
Tel: 0131 243 7005 / 07809 551491

Web: www.lloydsbankinggroup.com/media.asp

The intellectual property rights to the Report on Jobs for Scotland provided herein is owned by Markit Group Limited. Any
unauthorised use, including but not limited to copying, distributing, transmitting or otherwise of any data appearing is not
permitted without Markit's prior consent. Markit shall not have any liability, duty or obligation for or relating to the content
or information (“data”) contained herein, any errors, inaccuracies, omissions or delays in the data, or for any actions taken
in reliance thereon. In no event shall Markit be liable for any special, incidental, or consequential damages, arising out of
the use of the data.
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