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Overview

UNCERTAINTIES WEIGH MORE HEAVILY ON THE
INDUSTRIAL ECONOMY AGAIN IN THE MIDDLE OF
THE YEAR

e The UniCredit Bank Austria Purchasing Manadgers' Index fell to
47.0 points in June

Slight reduction in output following an accelerated decline in
new business

The pace of job cuts increased significantly in June

Suppliers™ delivery times increased for the first time in 2.5
years

Price reductions coupled with barely falling costs had a
negative impact on earnings

Escalation of the Israel-Iran conflict with the risk of sharply
rising energy prices dampen optimism

The index of production expectations for the year fell to 55.4
points in June, but once adain exceeded the long-term
average value
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In details

THE UNICREDIT BANK AUSTRIA PURCHASING
MANAGERS' INDEX FELL TO 47.0 POINTS IN JUNE

In view of the high level of uncertainty, the improvement trend
in Austrian industry that began at the start of 2025 was
dampened in June. The turbulence surrounding the
intensification of geopolitical uncertainties due to the conflict
between Israel and Iran and the associated risks of sharply rising
energy prices weighed somewhat more heavily on domestic
industry again in June. The UniCredit Bank Austria Purchasing
Manaders' Index fell to 47.0 points. However, the indicator still
reached its second-highest level in around two and a half years.
The indicator moved further away from the 50-point mark,
above which a stable economic recovery would be signalled. The
weak phase in domestic industry thus continued in the middle
of the year.

With the UniCredit Bank Austria Purchasing Managders' Index
falling by almost one and a half points in June, the gap with
European industry has widened again. As in the previous month,
the preliminary Purchasing Managers' Index for the eurozone
reached 49.4 points. European industrial companies expanded
their production in June for the fourth month in a row and the
order situation was stable. However, the trend was not uniform
across the entire eurozone. The further upward trend in Germany
to 49.0 points was offset by a clear decline in France.

In a direct comparison with the eurozone and Germany in
particular, there is more room for improvement for Austrian
industry Almost all sub-components of the UniCredit Bank
Austria Purchasing Manager Index fell in June. Production output
was reduced, as a greater drop in new orders was recorded. As a
result, more jobs were cut than recently, although this had a
positive effect on productivity in the sector. However, the
earnings situation of companies tended to deteriorate, as output
prices fell slightly more than costs.

OUTPUT INDEX BELOW 50 POINTS AGAIN IN JUNE

After production rose in May for the first time in three years -
albeit only slightly - the output of domestic industry fell adain at
the end of the second quarter. The output index fell to 49.1
points. The decline was driven by the consumer goods and
intermediate goods sectors, while manufacturers of capital
goods recorded a further increase in production.

As expected, the increase in production in the previous month
proved to be unsustainable, as Austrian industry continues to
face only weak demand. The decline in new business even
accelerated significantly again in June. The index of new orders
fell to 44.3 points. In addition to a general reluctance on the part
of customers to place new orders due to high economic
uncertainty, domestic industry was hit hard by foreign
competition. Loss of competition as a result of high cost
increases led to a loss of new business from Germany, among
others. The number of new export orders fell more sharply than
in the previous month. The index of export orders fell to 44.9
points. This extended the current record sequence of decline to
38 months. New business also slowed so sharply in June that,
despite the reduction in production capacity, order backlogs
decreased more rapidly than in the previous month.

DECLINE IN EMPLOYMENT ACCELERATED IN JUNE

Following relatively moderate job losses over the past two
months, the decline in employment in the domestic industry
accelerated again in June. The employment index fell to 44.2
points. Since the turn of the year, the number of employees in
manufacturing in Austria has fallen by more than 7,000 or 1.2
per cent. The industrial strongholds of Upper Austria account for
almost 40 per cent and Styria for almost 25 per cent of this. Due
to migration to other sectors and demographic factors, the
number of jobseekers only rose by around 2,000 in the same
period.

In June 2025, the seasonally adjusted unemployment rate in
manufacturing was 4.4 per cent, 0.3 percentage points higher
than at the turn of the year. Despite the smallest increase, the
unemployment rate in Viennese industry was still the highest of
all federal states at 7.9 per cent at the middle of the year, while
in Tyrol the figure was even below 3 per cent. A further moderate
increase in unemployment in domestic industry is to be
expected in the coming months. We expect an average
unemployment rate of 4.5 per cent for 2025, compared to just
3.8 per cent in the previous year. In the economy as a whole, the
economists at UniCredit Bank Austria expect an unemployment
rate of 7.5 per cent.

REDUCTION IN INVENTORY COSTS ON TARGET

In addition to continuing to reduce staff numbers, domestic
companies also stepped up their efforts to cut costs in June by
reducing inventories. Purchasing volumes were once again
reduced significantly, now exactly three years in a row. As a
result, stocks of purchases continued to fall in June, at a much
faster rate than in the previous month.

Although Austrian industrial companies ordered fewer primary
materials and raw materials, June saw the first increase in
averade suppliers” delivery times since the end of 2022.
According to companies, the delivery delays were the result of
problems with deliveries from Asia.

EARNINGS SITUATION DETERIORATES SLIGHTLY
AGAIN

As in the previous month, domestic industrial companies
benefited from slightly lower costs in June. The corresponding
index fell to 49.6 points. The slight fall in costs was offset by a
somewhat sharper decline in output prices. In view of the weak
demand, many companies dave price reductions in order to
secure orders. As a result of the price trends in purchasing and
sales, the average earnings situation deteriorated slightly
compared to the previous month for the eighth month in a row.

NEW RISKS, LESS OPTIMISM

The signs of an improvement in the industrial economy
weakened again in June after production was reduced again and
the decline in new orders accelerated. The sharp drop in new
export orders, in contrast to developments in other European
countries, particularly in Germany, reinforces the assumption
that domestic industry has become significantly less
competitive as a result of the high cost increases of recent
months. Efforts to cut costs, including by reducing staff
numbers, have already led to gradual progress in productivity,
but so far not enough to return to the previous successes. The
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immediate outlook for Austrian industry therefore remains
cautious, as the index ratio between new orders and inventories
makes clear. At the current level in the delivery warehouses,
incoming orders can also be fulfilled with lower production
capacities and therefore do not require any expansion for the
time being.

The mood in domestic industry remains optimistic despite the
dip in June and the shortfall compared to developments in the
eurozone and Germany. Although the index for production
expectations over the next twelve months fell to 55.4 points, it
exceeded the long-term averade for the third month in a row. In
view of the recovery trend in the manufacturing industry, which
is emerding in Europe supported by the interest rate cuts, there
is @ good chance that Austrian industry will also be able to
achieve weak growth in the second half of the year. In the
coming months, the first positive effects of the German
investment programme could slowly become noticeable and
domestic industry could benefit from this. However, the risks of
a renewed slowdown have increased again in recent weeks in
light of US customs policy and increased dgeopolitical turmoil,
which could have a massive impact on commodity prices,
particularly the price of oil and gas.

niCredit Bank Austria Purchasing Manaders' Index and components

Jul-24  Aug-24  Sep-24 Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar25 Apr-25 May-25 Jun-25 @ since 2000

UniCredit Bank Austria Purchasing

Manaders' Index 43.1 444 42.8 42.0 445 433 45.7 46.7 46.9 46.6 484 47.0 515
Output 45.2 438 432 414 46.1 424 46,6 484 48.2 49.0 50.2 49.1 52.3
New orders 1.7 445 415 40.6 45.5 428 46.8 181 47.5 441 469 443 50.4
Employment 40.9 411 39.0 40.7 39.4 404 413 41.4 43.2 47.1 47.0 44.2 50.7
Suppliers' delivery times (inverse) 54.2 526 51.2 515 503 505 50.8 50.3 51.2 510 50.1 472 45.0
Stocks of purchases 423 475 440 403 40.0 440 433 443 46.4 4.1 488 46.2 49.0
Stocks of finished goods” 473 499 451 42.2 453 47.1 487 18.2 478 457 52.4 16.9 49.0
Backlog of work” 41.2 43.0 38.3 38.2 427 413 447 46.8 47.6 447 477 46.1 50.3
New export orders” 421 433 37.9 38,5 418 429 46.9 45.0 455 439 46.0 449 487
Quantity of purchases” 401 40.2 35.8 39.0 388 403 446 469 449 4.2 44.2 451 50.3
Input prices” 52.0 53.6 50.2 448 478 48.4 49.2 51.9 53.0 50.5 499 496 57.4
Output pril:E\SIJ 48.2 48.6 445 473 449 46.3 476 488 51.8 50.7 48.0 48.5 52.1
New orders/Stocks of finished goods23 0.88 0.89 0.92 0.96 1.01 091 0.96 1.00 0.99 0.96 0.90 0.95 1.03
Future OutputIJ b5.2 50.7 479 46.3 50.1 496 52.6 54.9 51.0 55.9 56.1 554 54.8
1) not in the overall index 2 own calculation Source: S&P Global, UniCredit
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European industry is slowly getting off the ground

;""Purchasing Manaders” indices in comparison ‘
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Despite the uncertainty caused by US tariff policy, the
purchasing manaders' index in the euro area remained stable
at 49.4 points in June. The production index was above the
50-point mark for the fourth month in a row.
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However, the development in the individual European
markets was very mixed. The further improvement in
Germany was offset by a deterioration in France.

Industrial activity in Austria continues to be very mixed

;"UniCredit Bank Austria PMI
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The UniCredit Bank Austria Purchasing Manaders' Index fell
to 47.0 points in June. Despite the decline of 1.4 points
compared to the previous month, the second highest value
in more than two years.

;"'L'JniCredit Bank Austria PMI
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The decline in the UniCredit Bank Austria Purchasing
Manaders' Index in June was mainly due to the deterioration
in new business and employment.

Output fell adain in June, and the reduction in employment accelerated

UniCredit Bank Austria PMI and industrial output
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The production index fell to 49.1 points in June, falling below
the growth limit adain after only one month of dains.

Sources: S&P Global, Statistik Austria, UniCredit Bank Austria
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In June, Austrian companies cut jobs again, even at a slightly
faster pace than in May. At 44.2 points, the index fell
significantly compared to the previous month.
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Decline in new orders accelerated again

;’UniCredit Bank Austria PMI sub-indices
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In June, the decline in new business accelerated again. The
corresponding index fell to 44.3 points.
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While German industry was once again able to record more
export orders than in the previous month, the Austrian export
orders index fell to 44.9 points in June, pointing to further
declines in demand from abroad.

Somewhat less favorable earnings situation and renewed destocking

UnlCredlt Bank Austria PMI sub-indices
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The slight decrease in costs was offset by an only slightly
stronger decline in selling prices. Overall, the price trends
again resulted in a slight deterioration in the earnings
situation compared with the previous month.

Un|Cred|t Bank Austria PMI sub-indices
Stocks of finished goods Stocks of purchases
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The index for raw material inventories fell to 46.2 points,
only slightly below the index for inventories in finished
goods inventories of 46.9 paints, which also fell.

Optimism in Austrian industry is already waning somewhat

UniCredit Bank Austria PMI sub-indices

New orders/Stocks of finished goods - rhs
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The index for production expectations for the next twelve
months fell to 55.4 points, but once again exceeded the
long-term average.

Sources: S&P Global, Statistik Austria, UniCredit Bank Austria
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The purchasing manaders' index for industry indicates that
the overall economy will at least continue to stabilize in the
second quarter of 2025.
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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 against 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,
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