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Italian industrial output plunges in
January, putting growth at risk
The fall in January's industrial production was worse than expected
and highlights its vulnerability to energy/commodity price
developments, not just to Covid-related supply chain disruptions. A
quarterly GDP contraction in 1Q22 now seems extremely likely

From a sector angle,
only transport
equipment and
chemicals managed to
post positive monthly
gains

Industrial production weakened sharply in January
Data from the Italian National Institute of Statistics (Istat) shows that in January, well before
Russia's invasion of Ukraine, the Italian industry was feeling the effects of the commodity/energy
price-induced deteriorating environment.

In January, seasonally-adjusted Italian production contracted by 3.4% month-on-month (from
-1.1% month-on-month in December), which was much worse than expected. The sharp monthly
fall brought the seasonally-adjusted production below the pre-Covid February 2020 level (1.9%
lower) for the first time since January 2021.
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Almost all sectors down, with warning signals from intensive
gas users
A quick look at the breakdown shows that the contraction was mostly affecting energy, consumer
and intermediate goods, and, to a lesser extent, investment goods. From a sector angle, only
transport equipment and chemicals managed to post positive monthly gains. Worryingly, the
production of plastics and non-metal mineral products (such as tiles and ceramics) was
particularly intense, against a backdrop of high demand. This seems to tell us that such
sectors – intense gas users in their production function – were already suffering from the pressure
of skyrocketing gas prices. As tensions on this front have increased following the war in Ukraine,
pressure on production is unlikely to have eased in February and March.

Production prospects for 1Q22 look grim
Today’s very soft release had not been anticipated by January manufacturing business surveys,
which had signalled stable demand and a contained drop in the level of production. After such a
poor start, prospects for Italian industrial production in the first quarter of 2022 look grim. Just
when Covid-related supply chain disruptions were beginning to ease, the energy/commodity price
channel took over, threatening developments and reportedly forcing temporary production stops
among intensive gas users. Recent anecdotal evidence referring to production stops among steel
producers and paper mills suggests that the shock is spreading to other sectors.

A GDP contraction in 1Q22 now looks extremely likely
Given the intrinsically uncertain geopolitical backdrop, we will not make strong predictions
on medium-term growth developments. What we can say is that from a short-term perspective, a
contraction in GDP in the first quarter of 2022 now seems extremely likely.        

Author

Paolo Pizzoli
Senior Economist, Italy, Greece
paolo.pizzoli@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom

mailto:paolo.pizzoli@ing.com


THINK economic and financial analysis

Article | 9 March 2022 3

this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

https://www.ing.com

