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Overview

OPTIMISM DESPITE SETBACK FOR AUSTRIAN
INDUSTRY AT THE START OF THE YEAR

e The UniCredit Bank Austria Purchasing Manadgers' Index fell to
47.2 points in January, its lowest level in six months

e The sharp decline in new business led to a fall in production
output for the first time in three months

e The reduction in the workforce accelerated again in January

e Sales problems caused inventories of finished goods to rise
sharply again

e The increased rise in costs caused an accelerated increase in
input prices, while tough competition in a weak demand
environment led to a decline in output prices

e Despite an immediately unfavourable outlook, optimism in
the domestic industry remained above average at the
beginning of the year.
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In details

THE UNICREDIT BANK AUSTRIA PURCHASING
MANAGERS' INDEX DECREASED TO 47.2 POINTS
IN JANUARY

Austrian industry had a weak start to the new year. “The
UniCredit Bank Austria Purchasing Manadger Index fell to 47.2
points in January. The indicator thus slipped even further below
the threshold of 50 points, above which growth is signaled. This
was the lowest value since June last year, but industrial
companies in Austria remain optimistic due to the positive
expectations. Due to the sharp drop in new business, production
in Austria was cut back sharply in January for the first time in
three months and staff reductions accelerated noticeably.
Significantly lower material purchasing continued the reduction
in stocks of purchases. This was offset by rising stocks of finished
goods due to weak demand, which prevented the even sharper
rise in costs compared to the previous month from being passed
on to output prices.

SHARP DROP IN DEMAND, SLIGHTLY MORE IN THE
DOMESTIC THAN IN THE EXPORT BUSINESS

After three consecutive months of moderate expansion,
domestic companies noticeably reduced their production
capacities in January. The production index fell to 47.1 points,
the lowest value in exactly one year. A lack of new orders and
the sharp drop in backlogs resulted in a significant reduction in
production in Austria's industrial sector in January. New business
from Austria and abroad declined significantly, as many
customers reduced their inventories under conditions
characterized by high cost dynamics and protectionist US trade
policy. Despite a renewed slight acceleration in the decline in
demand in the export business, the index for export orders, at
46.0 points, exceeded the index for total new orders of 45.6
points, which was dampened by the continuing weakness in
orders in the domestic construction industry.

DOWNSIZING INTENSIFIED AGAIN

The cautious signs of a stabilization of the labor market situation
in the domestic industry towards the end of 2025 did not
continue at the start of 2026. Domestic manufacturing
companies accelerated their staff reductions again in January.
The employment index fell to 45.1 points. This means that the
employment index has been pointing to job losses in the
domestic industry without interruption since May 2023. In the
current phase of staff reductions, the number of employees in
manufacturing has now fallen by almost 27,000 or around 4 per
cent to 620,000.

Despite the current setback, the reduction in employment in
Austrian industry should slowly come to an end over the course
of the current year. Following the rise in the unemployment rate
to an annual average of 4.3 per cent in 2025, we expect it to
stabilize at this level in 2026. Even if the dap narrows, the labor
market situation in the sector will continue to be significantly
more favorable than in the economy as a whole, with an
expected unemployment rate of 7.3%.

FURTHER COST INCREASES, BUT FALLING OUTPUT
PRICES

In January, there was a further increase in the cost of raw
materials. The increase in costs even accelerated compared to
the previous month, as shown by the rise in the index for input
prices to 54.0 points. In contrast, output prices fell for the ninth
month in a row. The corresponding index fell to 48.6 points,
slightly lower than in the previous month. Due to strong
competition and restrained demand, companies were forced to
reduce prices.

Sharply rising input prices, especially for energy and metals, and
simultaneously lower output prices due to weak demand once
again led to a deterioration in the profit margins of domestic
industrial companies in January.

STOCKS OF FINISHED GOODS ARE FILLING UP

As a result of the persistently weak demand, cautious and cost-
conscious inventory management became an even greater focus
for domestic companies. A significant reduction in quantity of
purchases extended the period for reducing inventories of
primary materials and raw materials to 34 consecutive months.
However, the reduction in inventories was slower than the
reduction in purchasing volumes due to falling production
requirements, which indicates that purchasing managers at
domestic companies are taking an overly positive view of the
current economic situation. This is also emphasized by the
increase in stocks of finished goods. In addition to the slowdown
in new business, some customers cancelled orders or did not call
off ordered doods, contributing to an increase in stocks of
finished goods for the fourth month in a row.

DIP AT THE START OF THE YEAR, BUT INDUSTRIAL
COMPANIES REMAIN OPTIMISTIC

The sharp slump in demand in Austrian industry, which led to a
significant reduction in production output, caused the UniCredit
Bank Austria Purchasing Manaders' Index to fall to 47.2 points.
In contrast, the preliminary Purchasing Manaders' Index for the
manufacturing industry in the eurozone improved to 49.4 points
in January. The rise in the indices in the main markets of
Germany and France to 51.0 and 48.6 points respectively
contributed significantly to this. The Austrian survey result was
thus exceeded in both markets.

After the slight improvement in the industrial economy before
the turn of the year, Austrian industry suffered a setback at the
beginning of the year. In addition to the current economic
situation, the immediate outlook has also deteriorated. The
sharp decline in new business coupled with a simultaneous
increase in inventories of finished goods makes it clear that no
immediate expansion in production is likely to be necessary to
meet demand. The index ratio of new business to stocks of
finished goods was even less favorable in January than it was a
year and a half ago.

The more favorable data from Europe gives us hope that the
current slowdown in the industrial economy is just a dip that can
be overcome in the coming months. Despite the major
challenges posed by cost-related competitive losses, structural
chandges and the new parameters in foreign trade, domestic
companies remained optimistic at the start of the year. Despite
a fall in the index for production expectations over the year to
58.9 points, the long-term average was still clearly exceeded. .
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UniCredit Bank Austria Purchasing Manaders' Index and companents

Feb-25 Mar-25 Apr-25 May-25 Jun-25 Jul-25 Aug-25 Sep-25 Oct-25 Nov-25 Dec-25 Jan-26 @ since 2000

UniCredit Bank Austria Purchasing

Manaders' Index 46.7 46.9 46.6 484 47.0 48.2 45.1 47.6 48.8 50.4 453 47.2 514
Output 484 48.2 49.0 50.2 49.1 50.5 52.5 487 50.7 52.7 50.2 47.1 52.2
New orders 48.1 475 44.1 46.9 44.3 46.2 478 46.1 49.0 50.7 47.2 456 50.3
Employment 414 43.2 47.1 47.0 44.2 458 456 44.4 437 454 480 451 50.5
Suppliers' delivery times (inverse) 503 51.2 51.0 50.1 47.2 47.1 47.5 474 46.1 455 44.3 46.6 451
Stocks of purchases 44.3 46.4 44.1 48.8 46.2 46.0 46.2 456 46.0 479 46.7 47.1 49.0
Stocks of finished goods” 48.2 47.8 457 524 46.9 48.6 51.8 47.2 50.6 50.1 52.2 52.1 49.0
Backlog of work” 46.8 476 447 477 46.1 49.1 477 46.6 456 487 50.5 46.5 50.2
New export orders” 45.0 455 439 46.0 449 46.3 47.0 46.2 49.1 51.1 46.5 46.0 49.7
Quantity of purchases” 46.9 449 442 442 451 493 49.8 47.0 455 481 471 46.1 50.3
Input prices” 51.9 53.0 50.5 49.9 49.6 521 52.6 54.4 52.5 53.6 52.8 54.0 57.3
Output prices“ 48.8 51.8 50.7 48.0 48.5 48.2 49.1 48.6 477 49.7 48.7 48.6 52.0
New orders/Stocks of finished goodsa 1.00 0.99 0.96 0.90 0.95 0.95 0.92 0.98 0.97 101 0.90 0.88 1.03
Future outputn 549 51.0 55.9 56.1 55.4 595 57.1 537 59.7 59.2 59.8 58.9 54.9
1) nat in the overall index  2) own calculation Source; S&P Glubal, UniCredit
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Slight improvement in industrial activity in Europe

¢Purchasing Manaders” indices in comparison ¢ Purchasing Managers” indices in comparison
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In the euro area, the preliminary purchasing manaders' index The increase in the indices in the main markets of Germany

for the manufacturing industry improved to 49.4 points in and France to 51.0 and 48.6 points respectively contributed

January, after 48.8 in the previous month. significantly to the slightly better result in the euro area.
Industrial activity in Austria under pressure at the beginning of the year

‘UniCredit Bank AustriaPMI |  /Unicredit Bank AustriaPmi
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The UniCredit Bank Austria Purchasing Manaders' Index fell All sub-indices contributed to the decline of 2.1 points in

to 47.2 points in January, slipping to a 7-month low. January compared to the previous month, especially the

significant reduction in production.

Production output fell significantly in January and job cuts accelerated sharply

¢ UniCredit Bank Austria PMI and industrial output “UniCredit Bank Austria PMI sub-indices ;

60 2. 106 65

55 \ A 1 04 A 60

WA N\ [ o 55

50 - -— 0 : %

1 10,0 50,

i45 -1 i i

g 0,2 45

540 _23 5_0,4—Employment (manufacturing, say ‘0,v - lhs 403

; i i ) in % ? i ———PMI Employment index i

:35 Industrial production (real, sa., mom in %, 4AMMAV) _33 5-0,6 353

. 01/22 07/22 01/23 07/23 01/24 07/24 01/25 07/25 01/26 ...01/2207/22 01/23 07/23 01/24 07/24 01/25 07/25 01/26 -

After three months in a row with an expansion, domestic Domestic companies in the manufacturing sector accelerated

companies noticeably reduced their production capacities in their staff reductions again in January. The employment index

January. The production index fell to 47.1 points, the lowest fell to 45.1 points.

value in exactly one year.

Sources: S&P Global, Statistik Austria, UniCredit Bank Austria
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Sharp decline in new business adain

sUniCredit Bank Austria PMI sub-indices
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New business from Austria and abroad declined significantly,
as many customers reduced their inventories under the
difficult conditions.

¢UniCredit Bank Austria PMI sub-indices

PMI export orders

Exports (sa., mom in %, trend) - rhs

‘65
o \

3]
DTANA A A A 3
;ggMW/\ /A PN A
545 v | \ l

40 2
i35 \/ \/ -3
30 -4

01/22 07/22 01/23 07/23 01/24 07/24 01/25 07/25 01/26 ¢

At 46.0 points, the index for export orders in January
exceeded the index for total new orders of 45.6 points.

Weak demand weighs on profit margins and inventory costs

::"'UniCredit Bank Austria PMI sub-indices
: Input prices Output prices
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Sharply rising purchase prices and at the same time lower
sales prices led to a deterioration in the profit mardins of
domestic industrial companies.

g".UniCredit Bank Austria PMI sub-indices
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Due to the lower purchasing volumes, inventories of input
materials decreased adain, while finished goods inventories
filled up due to a lack of sales.

Industrial companies remain optimistic despite the current setback

¢UniCredit Bank Austria PMI sub-indices
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The index for production expectations for the next twelve
months rose slightly to 59.8 points. This means that the
companies continue to assess the business prospects as
above average.

Sources: S&P Global, Statistik Austria, UniCredit Bank Austria
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For the fourth quarter of 2025, the purchasing managers'
index for industry points to a slight stronger year-on-year
increase in GDP.
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MORE TO READ

We invite you to visit the economic analyses on Bank Austria’s website: www.bankaustria.at under "Direct access — Markets & Research
- Analyses & Research" in the section "Economic Research Austria" or directly at http://www.bankaustria.at/en/about-us-publications-
economic-research-austria.jsp

If you would like to receive information on our most recent publications by e-mail, please subscribe to the newsletter via e-mail to:
econresearch.austria@unicreditgroup.at.

S&P Global (NYSE: SPGI) S&P Global provides essential intelligence. We enable governments, businesses and individuals with the right
data, expertise and connected technology so that they can make decisions with conviction. From helping our customers assess new
investments to quiding them through ESG and energy transition across supply chains, we unlock new opportunities, solve challenges
and accelerate progress for the world. We are widely sought after by many of the world’s leading ordanizations to provide credit ratings,
benchmarks, analytics and workflow solutions in the global capital, commodity and automotive markets. With every one of our
offerings, we help the world’s leading ordanizations plan for tomorrow, today. www.spglobal.com

AUTHORS

Walter Pudschedl, Senior economist, UniCredit Bank Austria (walter.pudschedl@unicreditgroup.at)

LEGAL INFORMATION

These publications do not constitute investment advice, investment recommendations, marketing communications, or financial
analysis. In particular, they are not an offer or solicitation to buy or sell securities and do not constitute a solicitation to make such an
offer. They are intended solely as initial information and are no substitute for advice based on the individual circumstances and
knowledde of the investor.

It is an analysis based on publicly available economic data. Despite careful research and the use of reliable sources, no responsibility
can be taken for completeness, correctness, timeliness and accuracy.

Any investment in securities involves risks. The value of the investment and the income from it may fluctuate suddenly and
substantially and therefore they cannot be guaranteed. There is a possibility that the investor will not receive back the full amount
invested, particularly if the investment is held for only a short time. In some circumstances, a total loss is also possible.

Possible (return) payments from the product may not protect investors adainst inflation risk. There can be no assurance, therefore,
that the purchasing power of the capital invested will not be affected by a general increase in the prices of consumer goods. Figures
and information on performance refer to the past and past performance is not a reliable indicator of future results.

Only in the context of an investment advisory service can UniCredit Bank Austria AG take into account the personal circumstances of
the customer (investment objectives, experience and knowledde, risk appetite, financial circumstances and financial loss tolerance)
and carry out a product-specific suitability test.

We would like to point out that the tax treatment depends on the personal or company circumstances of the investor and that the
information on tax advantades is provided on the basis of the current legal situation, which may be subject to future changes and for
which no information can be given as to whether they will be continued.

IMPRINT

Disclosure according to Sections 24 and 25 of the Austrian Media Act (Mediengesetz - MedienG):

Published by:

UniCredit Bank Austria AG

1020 Vienna, Rothschildplatz 1,

which is also the media owner.

Business abjective: credit institution pursuant to Section 1 (1) of the Austrian Banking Act (Bankwesendesetz)
Persons authorised to act on behalf of the media owner (Management Board):

Ivan Vlaho, Daniela Barco, Héléne Buffin, Dieter Hengl, Emilio Manca, Marion Morales Albifiana-Rosner, Svetlana Pancenko, Wolfgang
Schilk.

Supervisory Board of the media owner:

Gianfranco Bisagni, Aurelio Maccario, Livia Aliberti Amidani, Christoph Bures, Richard Burton, Tamara Haas, Judith Maro, Herbert Pichler,
Eveline Steinberger, Doris Tomanek, Roman Zeller.

Interests held in the media owner pursuant to Section 25 of the Austrian Media Act:

UniCredit S.p.A. holds 99.996% of the shares in the media owner (key details of the shareholder structure of UniCredit S.p.A. are
available at https://www.unicreditgroup.eu/en/governance/shareholder-structure.htmt).

“Betriebsratsfonds des Betriebsrats der Angestellten der UniCredit Bank Austria AG, Redgion Wien” (the Employees’ Council Fund of the
Employees’ Council of employees of UniCredit Bank Austria AG in the Vienna area) and “Privatstiftung zur Verwaltung von
Anteilsrechten” (a private foundation under Austrian law; founder: Anteilsverwaltung-Zentralsparkasse; beneficiary: WWTF — Wiener
Wissenschafts-, Forschungs- und Technologiefonds) have a combined interest of 0.004% in the media owner.
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