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Headlines  

▪ There were job losses in the Lexington area at the end of 2025 due to 

weakness in service industries, but the local unemployment rate is below 

the national average . 

 
▪ Enrollment is increasing at the University of Kentucky, which will support 

growth.  

 

▪ Auto manufacturing will see modest gains this year.  

 

▪ Student demand and a growing population will support the local housing 

market.  

 

▪ Growth in Lexington should be close to the national average in 2026 and 

beyond.  

 

 

 

KEY FACTS  

Population:  53 3k  

(ranked 131/411 MSAs)  
S ource: U.S. Census Bureau ; Moody’s 

Analytics  

 

SDFSDFS 

GDP:  1.5%           

(ranked 294 /411 MSAs)  
S ource: Bureau of Economic Analysis; 
Moody’s Analytics  

 

 

Job Growth: 0.63% 

(ranked 134/411 MSAs)  
S ource: Bureau of Labor Statistics  

 

 

HPI Growth: 3.6% 

(ranked 120/411 MSAs)  
S ource: CoreLogic, Inc.; Moody’s Analytics  
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“The Lexington economy will continue 

to grow steadily in 2026 and beyond, 

with the University of Kentucky 
providing a stable job base and the 

area’s large auto industry providing 

more cyclical support .” 

Economic growth in the Lexington -Fayette 

metropolitan area is slowing, with small job losses in 

the second half of 202 5. The softness is coming 

primarily on the white -collar side of the economy, with 

falling employment in professional/business services 

and financial activities. Employment was flat in goods -

producing industries and the area’s important 

government sector in the second half of last year. 

Unlike with the national economy,  the local 

unemployment rate has been falling since late 2024 

and moved be low 4% at the end of 2025. However, the 

decline in the unemployment rate is coming from a 

contracting labor force and not job growth. The local 

housing market is solid, with gains in residential 

construction in 2025 and continued home price 

growth. With continued support from the University of 

Kentucky the local housing market should continue to 

expand this year and beyond, with growth close to the 

national average.  

Continued expansion at the University of Kentucky will 

remain a positive for the Lexington economy.  

Government, including the university, accounts for 

about one -fifth of area employment, well above the 

national share. Enrollment at UK was up 8% in the fall 

of 2025 from a year earlier, driving demand for 

consumer industries and multifamily building. Stat e 

support for the university remains solid and continued 

campus expansion is supporting construction payrolls. 

UK HealthCare will benefit from an aging popul ation 

in central Kentucky. However, risks are to the 

downside, including federal government spending 

cuts for research and medical care.  

Manufacturing employment over the past couple of 

years has held steady in Lexington, even as it has fallen 

in the rest of the United States . But local 

manufacturing growth will remain soft this year. The 

area is home to the world’s largest Toyota assembly 

plant and associated parts suppliers, and higher 

tariffs on steel and aluminum have raised production 

costs, limiting vehicle demand. High interest rat es will 

remain a drag on auto sales this year, but because the 

Toyota plant produces more fuel -efficient  vehicles it is 

less exposed to higher gasoline prices in the wake of 

the U.S. invasion of Ira n. Toyota continues to make 

major investments in the local facility that will support 

production and high -wage employment over the 

longer run. Other manufacturers should see modest 

near -term growth as the U.S. industrial sector 

continues to adjust to higher tariffs and an expanding 

economy supports demand for consumer and 

commercial manufactured goods.  

The local housing market remains solid, with gains in 

single -family and multifamily construction in 2025. 

With strong demand , rental affordability in Lexington 

has fallen sharply over the past few years, which will 

support continued construction of student housing. 

Ongoing population gains will boost single -family 

building. However, a lack of construction labor, due to 

immigrati on restrictions; high prices for building 

materials, in part because of tariffs; and continued 

high mortgage rates will constrain t he rebound in 

residential building. Home price gains in Lexington 

have slowed dramatically over the last few years as 

mortgage rates have risen, weighing on affordability, 

but price growth remains above the national average. 

Continued population growth in the metro area will 

support further gradual increases in home prices over 

the next few years, with an additional lift from 

gradually lower mortgage rates. Rising home values 

will lift household wealth, providing further support for 

consumer spending.  

The Lexington economy will continue to grow steadily 

in 2026 and beyond, with the University of Kentucky 

providing a stable job base and the area’s large auto 

industry providing more cyclical support.  Modest job 

and wage gains will boost consumer spending. A 

young and well -educated workforce will help attract 

employers, although population growth will slow given 

reduced international immigration. Risks to the 
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outlook are to the downside, including continued high 

interest rates and energy prices that could weigh on 

auto purchases, as well as potential federal cuts to 

higher education and healthcare . 
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Key Charts and Figures  

Figure 1 : Key Metric Percentiles –  Lexington, KY  vs. the Rest of the Country  

 

Figure 2: Unemployment Rate: Lexington, KY vs. National Average * 
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Sources: Bureau of Economic Analysis; Moody's; Bureau of Labor Statistics; CoreLogic, Inc.; U.S. Census Bureau
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Lexington, KY National

Sources: Bureau of Labor Statistics

42%  

MSA Median  

63%  

67%  

71%  

81%  AVG. WAGE  GROWTH  

LABOR FORCE GROWTH  

JOB GROWTH  

HOUSE PRICE GROWTH  

REAL GDP GROWTH  

e.g. , Lexington’s  wage  

growth was greater  than 

81%  of other MSA s   

POPULATION GROWTH  

28%  

*The October 2025 unemployment rate s are  an approximation. The official figure s w ere  not published due to the federal government 

shutdown during that month.  
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Disclosures  

The material presented and the views expressed herein are of a general nature and does not constitute the provision of 

investment or economic advice to any person, or a recommendation of any particular securities, financial instruments, 

strategies or banki ng services. Opinions and forecasts expressed herein are subject to change without notice. Relevant 

information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should 

seek the advice of an investment pr ofessional to tailor a financial plan to your needs.  

Forward -looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over 

time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and 

uncertainties to  which our forward -looking statements are subject. Forward -looking statements speak only as of the date 

made. We do not assume any duty and do not undertake any obligation to update forward -looking statements. Actual 

results or future events could differ, possibly materially, from those anticipated in forward -looking statements, as well as 

from historical performance. As a result, we caution against placing undue reliance on any forward -looking statements.  

“PNC” is a registered mark of the PNC Financial Services Group, Inc.  

© 202 6 The PNC Financial Services Group, Inc. All rights reserved.  
 


