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Eurozone 
Eurozone flash PMI sees steady growth and resurgent optimism at start of 2026  
 
Eurozone businesses reported steady growth at the start of 
2026, pointing to a sustained but modest economic 
recovery, according to the flash PMI. However, expectations 
for growth in the year ahead have become markedly more 
optimistic, hitting a 20-month high, led by improving 
sentiment in both Germany and France.  

With output expectations in manufacturing now near a four-
year high, there are encouraging signs that the goods 
producing sector is continuing to revive, providing an 
additional spur to growth that has in recent months been 
largely led by the service sector.  

Disappointment came from a renewed downturn in 
employment and a rise in selling price inflation, though in 
both cases this was largely driven by a sharp rise in 
Germany’s minimum wage at the start of the year.  

The improvement in business confidence is especially 
welcome as data were collected between 12-21 January, 
spanning a period which saw heightened geopolitical 
tensions between Europe and the US. 

Eurozone economy sustains steady 
expansion in January 
Eurozone business activity continued to grow at a modest 
rate in January, according to flash PMI data. The seasonally 
adjusted HCOB Flash Eurozone Composite PMI Output 
Index, based on approximately 85% of usual survey 
responses and compiled by S&P Global, held steady 
compared to December at 51.5. 

Running above the 50.0 no-change mark for a thirteenth 
straight month, the PMI signalled a further expansion of 
business activity at the start of 2026. This follows the 
eurozone’s best quarterly performance since the second 
quarter of 2022 at the end of 2025.  

However, growth remains below the stronger rates seen in 
October and November. While the PMI over the fourth 
quarter as a whole was consistent with quarterly GDP 
growth of just over 0.3%., this pace has dipped to 0.25% in 
December and January. 

 

Growth was again driven by the service sector in January, 
albeit with business activity growth and new orders inflows 
both cooling to the slowest since last September.  

Manufacturing meanwhile eked out a marginal increase in 
output, contrasting with a slight decline in December but 
painting a picture of a goods-producing sector that is 
struggling to sustain the modest output gains seen over 
much of last year amid sustained demand weakness. New 
orders into factories fell for the fourth time in the past five 
months in January, continuing a declining order book trend 
that has been evident over much of the past four years. 
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Germany helps offset renewed 
downturn in France 
Within the eurozone, growth accelerated in Germany to a 
three-month high, fueled by a faster service sector 
expansion and a marginal return to growth for 
manufacturing. 

In contrast, output fell in France for the first time in three 
months. Although output rose in the French manufacturing 
sector for the first time since last May, rising at the 
sharpest rate since February 2022, the French service 
sector reported lower activity again after two months of 
growth. 

The rest of the region as a whole saw output rise but at the 
weakest pace since September. Slower service sector 
growth was accompanied by a second successive monthly 
dip in manufacturing output. 

 

Future optimism hits 20-month high 
Eurozone companies’ expectations of output over the 
coming year suggest that growth could accelerate further. 
Future optimism rose to its highest since May 2024, hitting 
a 20-month high in the service sector and a near-four-year 
high in manufacturing. 

Future output expectations in Germany climbed to the 
highest since February 2022 and hit a 16-month high in 
France, in both cases buoyed in particular by improved 
sentiment in the service sector. However, sentiment 
slipped to a five-month low in the rest of the single 
currency area. 

 

Higher inflation as German wages 
rise 
The rate of inflation in output prices meanwhile jumped to 
its highest since April 2024, the PMI’s selling price gauge 
rising to a level broadly consistent with inflation running 
above the ECB’s target of 2%. An increased rate of services 
inflation drove the upturn, as manufacturing prices fell 
slightly again.  

However, the increase was largely driven by a spike in 
prices in Germany, largely reflecting the introduction of a 
markedly higher minimum wage at the start of January. In 
contrast, selling prices were unchanged in France, albeit 
with some upward pressure also noted across the rest of 
the eurozone as a whole. 
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Germany job losses key to eurozone 
employment malaise 
Germany’s higher minimum wage also appears to have 
affected employment. Across the eurozone, employment 
levels were scaled back, ending a three-month run of jobs 
growth. Although marginal, the reduction in workforce 
numbers was the most marked for almost a year. However, 
the decline reflected the steepest drop in payrolls 
numbers in Germany since June 2020, in the early days of 
the pandemic, with a drop in hiring likely linked to the 8.4% 
rise in the minimum wage. 

There was better news on the labour market elsewhere, 
with marginal job gains reported in France accompanied by 
an upturn in jobs growth across the rest of the eurozone to 
its highest snice last July.  

 

 

Access the press release here.  

Links to more resources 

− Sign up to receive updated commentary in your  
inbox here. 

− Calendar of upcoming PMI releases 

− Running commentary on the PMI survey findings 

− PMI Frequently Asked Questions 

− Background to the PMIs (video) 

− Understanding the headline PMI and its  
various subindices 

− PMI data use-case illustrations, from nowcasting to 
investment strategy 

− PMI podcasts 

− How to subscribe to PMI data 

CONTACT US 

Chris Williamson  
Chief Business Economist 
S&P Global Market Intelligence 
London 

T: +44 779 5555 061 
chris.williamson@spglobal.com  
 

The Americas 
+1-877-863-1306 

EMEA 
+44-20-7176-1234 

Asia-Pacific 
+852-2533-3565 

spglobal.com/marketintelligence/en/mi/products/pmi.html 

https://www.pmi.spglobal.com/Public/Home/PressRelease/e480e4ae5a6d4d868783ff29be27f816
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.spglobal.com/marketintelligence/en/mi/Info/0220/subscription-pmi-blog.html
https://www.pmi.spglobal.com/Public/Release/PressReleases
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/pmi.html
https://www.spglobal.com/marketintelligence/en/mi/products/pmi-faq.html
https://www.spglobal.com/marketintelligence/en/mi/videos/pmi-101.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/spdji/en/indices/research-analysis/understanding-the-headline-pmi-and-its-subindices.html
https://www.spglobal.com/marketintelligence/en/mi/research-analysis/third-party-articles-illustrating-pmi.html
https://www.spglobal.com/marketintelligence/en/mi/podcasts/ecr.html?t=Purchasing%20Managers%E2%80%99%20Index%20(PMI)
https://www.spglobal.com/marketintelligence/en/mi/products/pmi.html
mailto:chris.williamson@spglobal.com

	Eurozone
	Eurozone flash PMI sees steady growth and resurgent optimism at start of 2026
	Eurozone economy sustains steady expansion in January
	Germany helps offset renewed downturn in France
	Future optimism hits 20-month high
	Higher inflation as German wages rise
	Germany job losses key to eurozone employment malaise
	Links to more resources


