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Overview

AUSTRIA’S INDUSTRY INCREASED PRODUCTION,
BUT THE WAR IN IRAN HAS DRIVEN UP COSTS
AND IS WEIGHING ON THE OUTLOOK

The UniCredit Bank Austria Purchasing Manaders’ Index
improved to 52.4 points in March, the highest level since May
2022

More new orders from home and abroad led to a further
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expansion of production
e The pace of job cuts in domestic industry slowed in March

e Margins deteriorated significantly due to the sharpest rise in
costs in three and a half years

e Higher production demands and supply concerns led to an
increase in purchase volumes for the first time since June
2022

e Disruption to supply chains caused by the war in the Middle
East led to a drastic lengthening of delivery times
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e A sharp deterioration in sentiment, but still a hint of
optimism: business expectations over the coming year fell to
57.7 points in March.
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In details

THE UNICREDIT BANK AUSTRIA PURCHASING
MANAGERS' INDEX INCREASED TO 52.4 POINTS IN
MARCH

Austrian industry continued its upward trend at the end of the
first quarter. The UniCredit Bank Austria Purchasing Managers’
Index rose to 52.4 points in March, reaching its highest level in
almost four years. The indicator thus signals a consolidation of
the ongoing recovery. Hopefully, this positive development will
not prove to be the calm before the storm. The effects of the war
in the Middle East were already being felt in March in the form
of supply chain disruptions and sharp cost increases for Austrian
businesses.

The recent rise in the UniCredit Bank Austria Purchasing
Managers’ Index was driven by an improvement in all survey
sub-indices. However, the increase in individual components is
likely to be attributable, at least in part, to companies’ responses
to the anticipated major challenges posed by the war in Iran. In
March, Austrian industry increased its production output more
sharply than in the previous month, following a noticeable rise
in new business, partly due to front-loading of purchases driven
by concerns over supply disruptions. The increased pressure on
supply chains was already evident in a massive extension of
delivery times and a significant rise in costs. Employment in
industry fell again, albeit at a slower pace.

Developments in Austrian industry in March largely mirrored
industrial trends across Europe. The preliminary Purchasing
Managers’ Index for industry in the eurozone rose to 51.4 points
in March. The improvement in Germany to 51.7 points was a key
factor in this rise.

In March, the UniCredit Bank Austria Purchasing Manaders’ Index
exceeded the corresponding indicators for the eurozone and for
Germany for the first time this year. Domestic industry stood out
with stronger production growth and higher order growth than
the eurozone. However, there was a more sensitive reaction to
the war in Iran in the form of higher cost increases and a
significantly longer extension of delivery times.

MORE NEW BUSINESS AND HIGHER PRODUCTION,
BUT FRONT-LOADING OF PURCHASES DISTORTS
THE PICTURE

Despite the uncertainty caused by the war in Iran, Austrian
industry recorded a surprisingly strong rise in production in
March compared with the previous month. The production index
rose to 51.9 points. This marked the first noticeable increase in
production this year, following a significant rise in orders.

The second consecutive increase in new orders in March was the
highest it has been for almost four years. The new orders index
climbed to 52.4 points, buoyed by a sustained rise in domestic
demand and, for the first time in a long while, a resurgence in
new orders from abroad. In addition to the ongoing economic
recovery, demand also picked up due to the war in the Middle
East. Some companies brought forward orders in order to be
better equipped to cope with potential supply disruptions and
further price rises by keeping their warehouses well-stocked.

The purchasing volume index rose to 53.8 points in March. This
marked the first increase in purchasing volume by domestic
industrial firms since June 2022. The additional orders, driven by
concerns over supply difficulties, further increased the pressure
on supply chains already heightened by the war in Iran. Average
delivery times in March lengthened to levels last seen in the
summer of 2022.

SHARP RISE IN COSTS WEIGHED ON
PROFITABILITY

In view of higher demand and, above all, due to supply
disruptions caused by the blockade of the Strait of Hormuz, as
well as considerable uncertainty regarding further consequences
for global trade, purchase prices rose in March at a rate not seen
for three and a half years. In view of the drastic rise in world
market prices for oil and gas, the costs of energy and fuel in
particular increased, which was already reflected in transport
costs. Furthermore, the price of a range of other raw materials,
such as certain metals and foodstuffs, also climbed.
Consequently, output prices were raised as well, by as much as
they had been three years ago.

However, due to demand conditions and fierce competition, the
average increase in output prices remained significantly lower
than that of input prices. Given the very sharp rise in costs, which
could not be passed on to customers in full, the earnings
situation of domestic businesses has deteriorated significantly
on average. The trend of falling margins, which has essentially
persisted for over a year, accelerated significantly in March. The
ratio of input to output prices fell to its lowest level in five years.

JOB CUTS IN INDUSTRY CONTINUED

Despite higher production requirements and a stronger increase
in new orders, job cuts in Austrian industry continued in March.
The employment index rose to 47.0 points, which at least
indicates a slowdown in the decline in employment.

As the war in Iran drags on, the expected easing of labor market
conditions in domestic industry is becoming increasingly
unlikely as 2026 progresses. Following an annual averade of 4.3
per cent in 2025, we now anticipate a slight rise to 4.4 per cent
for 2026. However, the unemployment rate in manufacturing
will remain significantly lower than in the whole economy,
which is forecast to be 7.4 per cent.

WAR IN IRAN CLOUDS THE OUTLOOK FOR
INDUSTRY

Austrian industry at the end of the first quarter is unlikely to be
sustainable in view of the war in Iran. The sharp rise in energy
costs and the disruption to supply chains will weigh heavily on
industrial performance and significantly reduce dgrowth
prospects for the coming months.

The business expectations of domestic industrial firms for the
year ahead have deteriorated significantly in light of the
uncertainties arising from the war in Iran. The month-on-month
decline was the sharpest since the Russian invasion of Ukraine
at the start of 2022. Nevertheless, at 57.7 points, the
expectations index still indicates at least a degree of optimism.
Ultimately, the outlook for domestic industry depends heavily on
the duration of the war and its impact on enerdy markets and
supply chains. A swift resolution to the conflict now appears to
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have become less likely, suggesting disruptions in the energy
markets and supply chain disruptions throughout 2026.
However, we are optimistic that domestic industry can avoid
another recession even under these difficult conditions.

,~""l.JniCredit Bank Austria Purchasing Manaders' Index and components

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

i UniCredit Bank Austria Purchasing

Manaders' Index 46.6 484 47.0 48.2 49.1 47.6 48.8 50.4 49.3 47.2 49.4 524 514
Output 49.0 50.2 451 50.5 52.5 49.7 50.7 52.7 50.2 471 50.1 519 52.2
New orders 441 46.9 443 46.2 478 46.1 49.0 50.7 47.2 456 50.4 524 50.3
Employment 471 47.0 44.2 458 456 444 43.7 454 48.0 451 441 47.0 50.5
Suppliers' delivery times (inverse) 51.0 50.1 47.2 47.1 47.5 474 46.1 455 443 46.6 46.0 37.2 45.0
Stocks of purchases 441 48.8 46.2 46.0 46.2 456 46.0 479 46.7 471 48.1 49.1 48.9
Stocks of finished goods"” 457 524 46.9 18,6 51.8 47.2 506 50.1 52.2 52.1 509 516 49.0
Backlog of work” 447 47.7 46.1 49.1 47.7 46,6 45.6 487 50.5 46.5 487 511 50.2
New export orders” 439 46.0 449 463 47.0 46.2 49.1 51.1 46,5 46.0 484 50.9 49.7
Quantity of purchasesIJ 44.2 44.2 451 493 498 47.0 455 481 471 46.1 474 531 50.3
: Input pricesn 505 49.9 496 52.1 52.6 54.4 525 536 52.8 54.0 56.4 721 57.3
Output pricesn 50.7 48.0 485 48.2 49.1 48.6 47.7 497 487 486 50.7 53.8 52.0
New orders/Stocks of finished goodsa’ 0.96 0.90 0.95 0.95 0.92 0.98 0.97 1.01 0.90 0.88 0.99 1.01 1.03
Future output” 55.9 56.1 55.4 59.5 57.1 53.7 59.7 59.2 59.8 589 62.6 57.7 55.0
1natintheoverallindex  2) own calculation Source: S&P Global, Un'\Credip.-"':
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Improvement in industrial activity in Europe, but Iran war casts shadows ahead

;""Purchasing Managers” 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 index in Germany, the largest market, to

for the manufacturing industry improved to 51.4 points in 51.7 points, supported by rising new orders, made a

March and is thus once adain in growth territory. significant contribution to the better result in the euro area.

Industrial recovery consolidated at the end of the first quarter
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Austrian industry has continued its upward trend. The UCBA All components contributed to the increase of 3.0 points in
Purchasing Manaders' Index rose to 51.9 points in March, its March, in particular the extension of delivery times, which,
highest level in almost four years. however, was not caused by economic factors, but by supply

chain problems.

Production output rose noticeably in March, job losses slowed down

UniCredit Bank Austria PMI and industrial output
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Despite the uncertainty caused by the Iran war, Austrian Despite higher production requirements, job cuts continued in
industry was able to record a surprisingly strong increase in March. The employment index rose to 47.0 points, which at
production in March compared to the previous month. The least indicates a slowdown in the decline in employment.

production index rose to 51.9 points.

Sources: S&P Global, Statistik Austria, UniCredit Bank Austria
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New business increased strongly

UniCredit Bank Austria PMI sub-indices UniCredit Bank Austria PMI sub-indices
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The index for new business reached 52.4 points. Only the Despite the sharp increase in purchasing volumes,

second consecutive increase in orders in March was higher inventories of input materials fell, but at the slowest pace in
than at any time in almost four years. years.

Strong cost increases due to Iran war

::"'UniCredit Bank Austria PMI sub-indices g".UniCredit Bank Austria PMI sub-indices
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Input costs rose sharply as a result of supply chain Despite the sharp increase in purchasing volumes,
disruptions and high price increases in global oil and gas inventaries of input materials fell, but at the slowest pace in
markets. years.

Optimism in industrial companies has fallen significantly

7UniCredit Bank Austria PMI sub-indices < GDP forecast
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The index for production expectations fell to 57.7 points, the The purchasing manaders' index for industry points to a
sharpest month-on-month decline since the beginning of stable year-on-year increase in GDP at the beginning of
the Ukraine war. 2026.

Sources: S&P Global, Statistik Austria, UniCredit Bank Austria
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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.
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Disclosure according to Sections 24 and 25 of the Austrian Media Act (Mediengesetz - MedienG):
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UniCredit Bank Austria AG

1020 Vienna, Rothschildplatz 1,

which is also the media owner.
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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.
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