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Industrial Production Posts Strong Gain

in January
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* Industrial production expanded a strong 0.7% in January, more than double

the consensus estimate of 0.3%.
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* Manufacturing output rose 0.6% with durable goods output up 0.8% and

nondurable goods output up a more modest 0.4%.

*= Total industrial production is 2.3% higher year-on-year in January, up from

1.3% in December.

» Capacity utilization increased to 76.2% - the highest since July 2025.

= Lower interest rates should allow the manufacturing sector to continue

improving this year.

=  PNC expects the FOMC to lower the fed funds rate by 25 basis points in July

and another 25 basis points in September.

Details

Total industrial production climbed 0.7% month-on-
month in January, more than double the consensus
estimate for a 0.3% advance. That is the third
straight monthly gain following a 0.4% decline in
October and the strongest monthly increase since
February 2025. The strong monthly upturn pushed
the year earlier growth rate up to 2.3% from 1.3% in
December (Figure 1).

Manufacturing output — which is around 75% of total
industrial production - rose 0.6% in January, the
largest jump since February 2025. Manufacturing
output is up 2.4% from a year ago. The durable
manufacturing index surged 0.8% with notable

contributions of at least 1% in nonmetallic mineral
products, machinery, computer and electronic
products, miscellaneous durable goods, and motor
vehicles and parts, which increased for the first time
since August 2025. Durable manufacturing output is
3.7% higher than a year ago.

Nondurable manufacturing output climbed 0.4%
with increases in the production of paper, printing
and support, chemicals, and plastics and rubber
products more than offsetting decreases in the
other industries. Nondurable manufacturing output
is up 1.3% year-over-year.
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Mining output slipped 0.2% in January following a
0.9% drop in December but is 2.5% above its year
earlier level, while utilities output climbed 2.1% in
January after rising 3.0% in December, buoyed by
colder than normal weather across some parts of
the country. Utilities output is up 1.1% year-on-year.

The solid month gain in output pushed the capacity
utilization rate up to 76.2% - the highest since July
2025 but 3.2 percentage points below its long-run
average from 1972-2024 (Figure 2). The capacity
utilization rate for manufacturing increased 0.4
percentage point to 75.6%, while the capacity
utilization rate for mining fell 0.1 percentage point to
84.4% and the operating rate for utilities increased
1.3 percentage points to 72.9%.

The manufacturing sector was battered by high
interest rates but is gradually improving. Industrial
production has posted three consecutive monthly
increases in output and output is now 1.0% above its
February 2020 level. Lower interest rates this year
should allow the manufacturing sector to continue
improving. PNC’s baseline forecast is for the FOMC
to cut the fed funds rate by 25 basis points twice this
year in July and September, lowering the fed funds
rate to a range of 3.00%-3.25%.

Figure 1: Industrial Production Growth (y/y % chg.)
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Figure 2: Capacity Utilization (Index %)
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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 banking 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 professional 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.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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