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Since the beginning of 2024, economic development in Austria has been significantly less favourable
than underlying the WIFO Economic Outlook of December 2024, according to preliminary calculations.
The current year is negatively impacted by the acceleration of the economic downturn in the second
half of 2024.

Domestic industry continues to lament the dire economic situation and the gloomy outlook but should
benefit from an improving economic environment in the EU from mid-2025 onwards.

The construction sector bottomed out at the beginning of the year and is expected to gain
momenfum. Private household consumption should expand slightly despite fiscal consolidation
measures.

Inflation will gradually ease after the marked rise at the beginning of the year. The labour market is
proving to be relatively robust given the duration of the recession, although unemployment will
continue to rise in 2025.

Erratic changes in international economic policy make forecasting more difficult. The new fiscal policy
stimuli in Germany and the EU add to the uncertainty of the forecast.

Recessions in Austria since 1995

Billion €, seasonally and working day adjusted

Real GDP  coeeeeenees Real GDP, forecast =====- Recession

"The domestic economy will
overcome the longest recession
after the World War Il by mid-2025.
The intensity of the recovery
depends primarily on the uncertain
international environment."

The most severe recessions of the last 20 years were the 2008-09 financial market
and economic crisis, the COVID-19 crisis in 2020 and the current recession (source:
Statistics Austria, WIFO. Forecast from the first quarter of 2025).
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The decline in industrial production in the euro area, which has been observed since the beginning of 2023, continues to
affect Austria. Surveys among manufacturing companies do not yet point to a turnaround. The announced increase in tariffs
of the USA on EU export goods is also weighing on sentiment. By confrast, construction and consumer demand are expected
to frend upwards. Inflation rose significantly at the beginning of 2025 but is forecasted to fall back in the course of the year.
The labour market is proving relatively resilient given the duration and severity of the recession, although unemployment will
continue fo rise in 2025. WIFO expects GDP to fall by 0.3 percent in 2025. The Austrian economy will pick up momentum
again in 2026 (+1.2 percent).
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Economic Outlook

1. Introduction

The Austrian economy suffered another set-
back last year. After a decline of 1 percent
in 2023, GDP contracted again sharply by
1.2 percent in 2024. The downturn even ac-
celerated in the second half of the year. The
unfavourable environment continues to
weigh on domestic industry. The resilience of
many industries will still be severely tested in
2025. From the middle of the year onwards,
however, the economic activity in the EU
should regain momentum and export de-
mand should pick up somewhat. As a result,
the Austrian economy should also emerge
from its protracted recession and return to a
moderate growth trajectory.

However, the economic recovery expected
for the second half of the year will not be
sufficient to achieve GDP growth in 2025 as
a whole. WIFO expects economic oufput to
fall again by 0.3 percent. Only in 2026, as

soon the euro area economy benefits from
the planned fiscal stimuli in Germany and
the EU, the Austrian economy will grow
again for the first time in three years

(+1.2 percent), albeit at a slower rate than
the German economy (+1.5 percent).

The domestic construction industry will bot-
tom out in the first half of 2025. The govern-
ment’s housing initiative adopted in 2024 will
support demand in the second half of 2025
and unfold its full effect in 2026. WIFO also
expects interest rates to continue to de-
crease moderately. Against this backdrop,
construction should provide a boost to the
tfotal economy in 2026.

Apart from construction, real investment will
decline again in 2025 as low capacity utilisa-
tion will continue to result in mere replace-
ment rather than expansion investments.
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The household savings rate!, which rose
sharply last year, will gradually be reduced
in 2025, allowing for slight growth in private

Table 1: Main resulis

consumption despite the negative impact
of the austerity package.

2021 2022 2023 2024 2025 2026
Percentage changes from previous year
Gross domestic product, volume + 48 4+ 53 - 10 - 12 - 03 + 1.2
Manufacturing +10.9 + 6.7 - 18 - 55 - 30 + 2.3
Wholesale and retail frade + 4.5 + 0.7 - 57 - 1.7 + 0.0 + 1.4
Private consumption expenditure!, volume + 48 + 49 - 0.5 + 0.1 + 0.2 + 14
Consumer durables? + 6.4 - 4.5 - 54 + 0.6 + 0.5 + 1.5
Gross fixed capital formation, volume + 6.0 + 0.4 - 32 - 34 - 07 + 1.8
Machinery and equipment? + 7.7 + 1.9 + 2.4 - 18 - 1.6 + 1.9
Construction + 4.1 - 13 - 93 - 54 + 0.5 + 1.6
Exports, volume + 9.5 +10.0 - 04 - 43 - 09 + 1.7
Exports of goods, fob +12.4 + 6.0 - 04 - 59 - 1.5 + 1.0
Imports, volume + 14.1 + 7.1 - 4.6 - 50 - 02 + 2.1
Imports of goods, fob +14.8 + 3.0 - 74 - 7.1 - 1.2 + 20
Gross domestic product, value + 6.8 +10.3 + 5.6 + 1.8 + 22 + 33
bilion €  406.23  448.01 473.23  481.94 49237  508.50

Current account balance
as a percentage of GDP 1.7 - 09 1.3 2.2 1.9 1.4
Consumer prices 2.8 + 8.6 + 7.8 + 29 + 2.7 + 2.1
GDP deflator 1.9 + 48 + 6.6 + 3.1 + 24 + 20
Persons in active dependent employment4 2.5 + 3.0 + 1.2 + 0.2 + 0.3 + 0.8
Unemployment rate, national definition® 8.0 6.3 6.4 7.0 7.3 7.1
Command-based GDP per capitaé + 3.8 + 1.1 - 19 - 0.9 - 0.6 + 0.9
At-risk-of-poverty rate’ percent 14.8 14.9 15.4 15.5 16.0 16.0
Income quintile ratio® ratio 4.3 4.3 4.5 4.5 4.5 4.6
Greenhouse gas emissions? + 4.7 - 6.0 - 59 - 28 - 18 - 14

million t CO2 equivalent 77.53 72.84 68.55 66.61 65.43 64.53

Source: WIFO, Public Employment Service Austria, Federation of Social Insurances, OeNB, Statistics Austria, Envi-
ronment Agency Austria. 2025 and 2026: forecast. — ! Including non-profit institutions serving households. — 2 WIFO
calculation based on the shares of consumer durables according to the domestic concept. — 3 Including weap-
ons systems and other investment. — 4 Excluding persons in valid employment contract receiving child care bene-
fit or being in military service. — ® As a percentage of dependent labour force, national definition. — ¢ Nominal
GDP deflated by the implicit price index of domestic demand. —7 Share of persons living in private households
with an equivalised disposable income below the at-risk-of-poverty threshold (60 percent of the national median
equivalised disposable income). From 2023: forecast. — 8 $80/520: ratio of total equivalised disposable income
received by the population living in private households in the top income quintile to that received by the popu-
lation in the bottom quintile. From 2023: forecast. — ? 2023: estimate according to Environmental Agency Austria.

From 2024: forecast.

In 2024, the inflation rate fell sharply to

2.9 percent (according to the CPI). How-
ever, the pace of decline is likely fo slow sig-
nificantly in the current year. Due to the ex-
piry of the administrative electricity price
brake, higher network charges and in-
creased COz2 pricing, the inflation rate re-
bounded at the beginning of 2025 and will
decline only slowly over the course of the
year. It is expected to average 2.7 percent
in 2025 and 2.1 percent in 2026.

Notwithstanding the prolonged recession,
employment increased only slightly in 2024,
which is also expected for 2025. However,
the number of hours worked per job fell sig-
nificantly in 2024, resulting in a contraction in
the volume of hours worked. This frend will

T As figures for the private household sector account
were not published before the editorial deadline, no
numerical values are given for the savings rate in
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continue in 2025. Only next year, dependent
employment will pick up again by 0.8 per-
cent, entailing a rise of the volume of hours
worked. The unemployment rate will in-
crease slightly to 7.3 percent in 2025 and falll
only modestly in 2026 (7.1 percent).

The decline in greenhouse gas emissions
continues in 2025 (-1.8 percent), but less dy-
namic than in the previous year (-2.8 per-
cent). On the one hand, industrial produc-
fion shrinks less and on the other hand, emis-
sions in 2024 were curbed by the mild winter.
Although ongoing decarbonisation trends
will reduce emissions in 2026, industrial pro-
duction will pick up again, reducing the de-
cline in emissions to —1.4 percent.

Table 1, "Main results". Please refer to the box "Up-
dated sector account shows higher savings rate".

Economic Outlook
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Updated sector accounts show higher savings rate

At the same time as publishing the data on the public sector following the release of the WIFO Economic Outlook in March
2025, Statistics Austria also updated the sector accounts for private households for 2023 and 2024. The new data show a
sharp increase in the private household savings rate of 3 percentage points from 8.7 percent (2023) to 11.7 percent in 2024.
This increase was even more pronounced than assumed in the WIFO Economic Outlook (10.6 percent).

According to the new national accounts data, disposable income of private households rose by 6.8 percent in 2024 com-
pared with the previous year, which was also stronger than assumed in the WIFO Economic Outlook of March 2025 (+5.7%).
Income from entrepreneurial activity in particular developed significantly better than previously expected (+4.3 ver-

sus. —1.8 percent).

In line with its previous forecast, WIFO also expects the high savings rate to fall by around 2 percentage point in the current
year on the basis of the new data. Despite the budget consolidation measures, this will enable a gradual expansion of pri-

vate household consumption expenditure. As a result of the forecast economic recovery and its impact on the labour mar-
ket, consumer sentiment will improve. This should also lead to a gradual reduction in the above-average savings rate in the

coming years and stabilise consumer spending.

The economy in the USA
will grow less dynami-
cally in 2025 than in the
previous year due to a
slowdown in private
consumption.

4 Economic Outlook

2. Global economic conditions

2.1 USA trade policy fuels global uncertainty

Uncertainty about the global economic en-
vironment has increased further in recent
months. Trade policy in the USA changes al-
most daily. An outright frade war between
the USA and Canada, and tariffs raised on
imports from China by 10 percentage points
to an average of around 30 percent, has
been triggered. For the EU, Donald Trump is
threatening tariffs on all kinds of goods.

Against the backdrop of these uncertain
economic conditions, the underlying fore-
cast assumes that the USA will impose import
tariffs of 25 percent on all Canadian and
Mexican goods with the exception of en-
ergy, from the second quarter of 2025 and
that the tariff on Chinese goods will increase
by a further 10 percentage points. At the
same time, the affected trading partners will
impose retaliatory tariffs on imports from the
USA. Anincrease in import tariffs of 10 per-
centage points has been assumed for all
goods traded from the EU to the USA and
vice versa.

In Germany, the potential coalition partners
agreed in March on a significant fiscal stimu-
lus. On the one hand, a debt-financed spe-
cial fund totalling 500 billion € is to be cre-
ated to enable public investment in infra-
structure over a period of 10 years. In addi-
tion, Germany wants to exempt military
spending that exceeds 1 percent of GDP
from the debt brake. Both measures were
passed by the Bundestag in mid-March. This
German fiscal package has also been taken
info account in this forecast, albeit only par-
tially. The special fund is assumed to be re-
flected in an increase in public investment
from mid-2026 and over the next 10 years.

2.2 Signs of an economic slowdown in the
USA

The economy in the USA remained robust
until the end of 2024. In particular, house-
hold consumption had once again risen

considerably in the fourth quarter of 2024.
However, at the beginning of 2025, senti-
ment deteriorated noticeably, especially
among consumers and the production of
services.

The tariff hikes imposed by the USA and the
corresponding countermeasures taken by its
frading partners were more drastic than as-
sumed in the WIFO Economic Outlook of De-
cember 2024. In particular, the tariffs were
implemented earlier than assumed. They are
likely to result in a jump in the prices of many
goods, which will reduce the real income of
private households in the USA. The increase
in the price of food imports from Canada
and Mexico is likely fo hit low-income house-
holds particularly hard. In addition, reports of
planned job cuts in the public sector in the
USA are fuelling uncertainty, although the
job losses will have little impact on the still
very robust labour market.

Global supply chains will also adjust to the
changed trade environment. Companies in
the USA will be more reluctant to invest, at
least in the short term, as higher inflation
makes it unlikely that the Federal Reserve
Bank will cut key interest rates as quickly as
recently assumed. As a result of these fac-
tors, economic activity in the USA should
slow down in the current year. However, the
2017 tax cuts, which are due to expire soon,
are likely to be extended. In total, the USA's
GDP will continue to grow in the forecast pe-
riod (2025 +1.8 percent, 2026 +1.9 percent),
but at a much slower rate than before.

2.3 Boost to the German economy from
2026

Germany's economic output fell slightly in
2024 and is currently stagnating. Industry
and constfruction in particular remain in re-
cession, but private household consumption
has also weakened recently. Although some
economic indicators suggest that German
GDP may have risen slightly at the beginning
of the year, there is no end in sight to the
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economic downturn. In addition, the USA
tariffs on goods from the EU are likely to slow
down German exports and delay a recov-
ery in industry, as the USA is Germany's most
important export market. WIFO calculations
using the Oxford Economic Forecasting

Table 2: International economy

(OEF) Global Macroeconomic Model show
that a reciprocal increase in the tariff rate
would reduce German economic growth by
0.05 percentage points in 2025 and by
around 4 percentage point in 2026.

Percentage shares 2021 2022 2023 2024 2025 2026
2023
Austria's  World GDP volume, percentage changes from previous year
exports of  GDP!
goods
EU 27 68.4 14.7 + 6.3 + 3.5 + 04 + 1.1 + 13 + 1.5
Euro area 52.4 10.3 + 6.3 + 3.5 + 04 + 0.9 + 0.8 + 1.2
Germany 29.1 3.2 + 3.7 + 1.4 - 03 - 0.2 + 0.0 + 1.5
Italy 6.1 1.9 + 8.9 + 4.7 + 07 + 0.5 + 03 + 0.5
France 3.6 2.3 + 6.9 + 2.6 + 0.9 + 1.2 # 05 + 0.8
Spain 1.6 1.4 + 6.7 + 6.2 + 2.7 + 32 + 2.6 # 18
CEEC 52 15.0 2.2 + 6.3 + 4.1 + 02 + 2.1 + 3.0 + 3.1
Poland 3.7 1.0 + 6.9 + 53 + 0.1 + 29 + 38 + 3.4
Hungary 3.6 0.2 + 7.1 + 43 - 0.9 + 0.5 + 1.5 + 3.1
Czech Republic 3.6 0.3 + 4.0 + 2.8 - 0.1 + 1.1 + 2.5 + 2.6
USA 7.3 15.0 + 6.1 + 2.5 + 29 + 28 + 1.8 + 1.9
Switzerland 5.2 0.4 + 5.6 + 3.0 + 0.7 + 1.3 + 0.9 + 1.1
UK 2.7 2.2 + 8.6 + 48 + 04 + 0.9 + 1.0 + 1.4
China 2.5 18.7 + 8.4 + 3.0 + 5.2 + 5.0 + 4.5 & 39
Total®
PPP-weighted* 51 &+ 7 £+ &l + 29 + 30 + 246 + 25
Export weighted® 86 + 5.2 + 2.6 + 07 + 1.0 + 1.1 + 1.5
Market growthé +11.0 5.7 - 3.2 + 04 2.0 + 1.8
Forecast assumptions
Crude oil prices
Brent, $ per barrel 70.8 98.9 82.2 80 72 69
Natural gas price
Dutch TTF, € per MWh 45.9 121.5 40.6 34 45 36
Electricity price Austria
Base, € per MWh 107.2 261.6 102.2 82 102 89
Peak, € per MWh 116.8 275.5 103.9 81 107 99
Exchange rate
$ per€ 1.184 1.054 1.082 1.08 1.04 1.04
Key interest rate
ECB main refinancing rate’, percent 0.0 0.6 3.8 4.2 2.5 2.4
10-year government bonds yields Germany,
percent - 04 1.1 2.4 2.3 2.8 2.8

Source: WIFO, Bureau of Economic Analysis, European Energy Exchange, Eurostat, ECB, HWWI, IMF, Intercontinen-

tal Exchange, OECD, Statistics Austria. 2025 and 2026: forecast. — ' PPP-weighted. — 2 Czech Republic, Hungary,
Poland, Slovenia, Slovakia. — 3 EU countries, UK, USA, Switzerland, China. — 4 Weighted by GDP at purchasing
power parities in 2023. — > Weighted by shares of Austrian goods exports in 2023. — ¢ Real import growth of frading
partners, weighted by shares of Austrian goods exports. — 7 Fixed rate.

The recently adopted fiscal stimulus

2.4 Subdued economic activity in the euro

The expansive fiscal pol-
icy will boost the Ger-
man economy from
2026.

measures should significantly increase public area
investment in 2026 and support real GDP

growth. According to an estimate using the Germany's infrastructure-focused fiscal stim-

OEF model, German economic output
would increase by an additional 1 percent-
age point in 2026 if the stimulus measures
begin fo take effect from mid-2025. All in all,
the German economy is likely fo stagnate in
the current year and expand by around

1% percent in 2026.

WIFO M Reports on Austria

ulus will primarily benefit the domestic con-
struction industry. However, some of the ad-
ditional funds are also likely to be spent on
other capital goods, thereby boosting Euro-
pean industrial production via an increase in
German goods imports.

Economic Outlook
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Figure 1: Indicators of economic performance
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However, the tariffs imposed by the USA and
assumed in the forecast will affect all EU
countries and cloud the outlook for the crisis-
hit industrial sector in particular. Accordingly,
the growth of real GDP in the euro area wiill
accelerate only slightly in the forecast pe-
riod. However, domestic demand has so far
been robust in some countries, especially
Spain. In addition, the situation on the labour
market remains favourable in many places
and real household incomes will continue to
rise. This should support private consumption
in the EU, even if the high level of economic
policy uncertainty has so far prevented a
significant decline in savings rates.

The European Central Bank is expected to
cut its key interest rates further in the fore-
cast period. Although inflation has risen in

many countries at the start of 2025 due to
higher energy prices and the infroduction of
tariffs is also expected to push up prices, the
more moderate wage growth should lead
to a further decline in inflation in the forecast
period. Fiscal policy, on the other hand, is
ambivalent: some EU countries, including
France and Italy, are in deficit procedures
and are therefore required to improve their
fiscal balances. At the same fime, the EU
member countries are currently considering
significant increases in their military spend-
ing. While some of this spending will proba-
bly result in higher imports, particularly from
the USA, countries such as Germany and
France have well-developed defence indus-
fries. For these reasons, the economy in the
euro area should grow by around 1 percent
in both forecast years.

3. Austria: Economy will not grow again until 2026

In Austria, the economy contracted more
sharply in 2024 than in the previous year. The
volume of GDP decreased by 1.2 percent
(2023 -1 percent). Austria thus recorded the
deepest recession of all EU countries. Latvia
(0.4 percent) took second-last place, well
ahead of Austria.

The German economy, which has a similarly
high industrial share as Austria, also con-
fracted for the second consecutive year in
2024. The decline was 0.3 percent in 2023
and 0.2 percent in 2024, meaning that Ger-
many performed significantly better than
Austria. As a comparison between the two
countries shows (see box "Why did the Aus-
trian economy grow significantly more slowly
than the German economy in 2023 and
20242"), only a small part of the difference in
2023 was due to industry (0.2 percentage
points). Compared to Germany, the con-
struction industry, trade, tfransport, accom-
modation and food service activities and
other market-related services were the main
areas that dampened the result in Austria. In
2024, around half of the difference in GDP
development was attributable to industry,
while tfrade, transport, accommodation and
food service activities accounted for the
other half.

The downturn in the domestic economy
even accelerated towards the end of 2024
(according to Statistics Austria). Following a
contraction of GDP in real terms of 0.3 per-
centin the third quarter compared to the
previous period, economic output fell by
0.4 percent in the fourth quarter. This weak
development also has an impact on the be-
ginning of 2025. In addition, business surveys
in January and February did not indicate
any improvement in the situation. Expecta-
fions do not point to an imminent turna-
round either. A tentative improvement is ex-
pected only in the second half of the year,
when both the external economic environ-
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ment and domestic economic activity will
brighten.

However, this recovery will come too late for
a positive result for the year as a whole,
meaning that GDP will shrink by 0.3 percent
in 2025. WIFO does not expect growth unfil
2026 (+1.2 percent).

3.1 External stimulus to start in mid-2025

The threat of US tariffs on imports from the EU
is creating a high degree of uncertainty, es-
pecially as the USA is the largest export mar-
ket for the EU and Germany, and the sec-
ond largest for Austria. Nevertheless, the in-
vestment climate in the euro area will im-
prove from mid-2025 due to the continued
easing of monetary policy and the down-
ward trend in inflation. Consumer demand is
also expected to grow again, more in line
with income developments. Towards the
end of 2025, increased infrastructure and
defence spending will also boost demand in
Germany. This should also have some im-
pact on the Austrian economy in 2026.

Following a decline in Austrian goods ex-
ports of almost 6 percent in volume terms
according to National Accounts in 2024, a
further reduction of 1.5 percent is expected
for 2025. For 2026, WIFO expects an increase
of 1.0 percent. Total exports (goods and ser-
vices) are also expected to decline in vol-
ume terms in 2025 (-0.9 percent), but to in-
crease by 1.7 percent in 2026.

As import prices rose more strongly than ex-
port prices between 2021 and 2023, the
terms of trade deteriorated considerably
over this period. However, in the previous
year they improved by 2.3 percent. In 2025
and 2026, the price trend for exports and im-
ports will be more uniform, meaning that the
terms of frade are unlikely fo change signifi-
cantly (2025 -0.5 percent, 2026 +0 percent).

The Austrian economy
will experience its third
consectutive year of re-

cession in 2025. Eco-
nomic activity is not ex-
pected to pick up until
the middle of the year.
Consumer demand will
also increase slightly,
but will remain subdued
due to budget consoli-
dation.

In terms of GDP growth,
Austria was the worst
performer in the EU in

2024.

Economic Outlook



Table 3: Gross value added
At basic prices

2023 2024 2025 2026 2023 2024 2025 2026
Billion € (reference year 2015) Percentage changes from previous year

Volume (chain-linked series)
Agriculture, forestry and fishing 4.42 4.53 4.53 4.53 - 27 + 2.4 + 0.0 + 0.0
Manufacturing including mining and quarrying 72.39 68.55 66.50 68.03 - 23 - 53 - 30 + 23
Electricity, gas and water supply, waste
management 10.21 9.36 9.41 9.50 + 8.1 - 83 + 0.5 + 1.0
Construction 16.34 15.63 15.71 15.96 - 75 - 4.4 + 0.5 + 1.6
Wholesale and retail trade 39.88 39.21 39.21 39.76 - 57 - 17 + 0.0 + 1.4
Transportation 18.69 18.34 18.34 18.53 2.5 - 19 + 0.0 + 1.0
Accommodation and food service activities 10.70 10.28 10.46 10.69 5.4 - 3.9 + 1.8 + 22
Information and communication 16.10 16.51 16.59 16.75 3.0 + 2.5 + 0.5 + 1.0
Financial and insurance activities 16.85 17.61 17.52 17.70 - 8.1 + 4.5 0.5 + 1.0
Real estate activities 31.33 31.52 31.52 31.52 + 0.5 + 0.6 + 0.0 + 0.0
Other business activities! 36.20 35.54 8588 35.93 - 07 - 18 - 06 + 1.7
Public administration? 59.89 61.10 61.10 61.41 2.2 + 20 + 0.0 + 0.5
Other service activities? 8.92 8.89 8.91 9.00 4.7 - 03 + 0.3 + 1.0
Total gross value added* 340.92 336.23 334.66 338.72 - 1.2 - 14 - 05 + 1.2
Gross domestic product at market prices 381.39 376.91 375.92 380.58 - 10 - 1.2 - 03 + 1.2

Source: WIFO, Statistics Austria. 2025 and 2026: forecast. — ' Professional, scientific and technical activities; administrative and support service activities
(NACE M and N). — 2Including defence, compulsory social security, education, human health and social work activities (NACE O to Q). — 3 Arts, enter-
tainment and recreation; other service activities; activities of households (NACE R to U). — # Before deduction of subsidies and attribution of taxes on

products.
Table 4: Technical breakdown of the real GDP growth forecast
2023 2024 2025 2026
Growth carry-over! percentage points + 0.7 -09 - 05 +0.3
Growth rate during the year? percent - 24 -09 +0.5 + 1.5
Annual growth rate percent -1.0 -12 -03 +12
Adjusted annual growth rate? percent - 0.9 -1.3 -03 +1.2
Calendar effect4 percentage points - 0.1 +0.2 - 0.1 + 0.0
Source: WIFO. 2025 and 2026: forecast. — ' Impact of year-earlier growth dynamics on growth in the current year.
Equals the annual growth rate in the current year, if the level of GDP in the current year remains constant from
the fourth quarter of the previous year; seasonally and calendar adjusted according to Eurostat. — 2 Reflects the
growth dynamics during a calendar year. Equals the year-on-year growth rate for the fourth quarter; seasonally
and calendar adjusted according to Eurostat. — 3 Seasonally and calendar adjusted according to Eurostat. Com-
parative figure to the OeNB's economic forecast. — 4 Impact of the annual number of working days and the leap
day. The sum of the adjusted annual growth rate and calendar effect may differ from the value of the unad-
justed annual growth rate as it also includes seasonal and irregular effects.
Table 5: Revision of the growth forecast
GDP, volume
2025 2026
WIFO Economic Outlook December 2024 percent + 0.6 + 1.2
Data revisions! percentage points - 0.1 - 0.0
Forecast error for the fourth quarter of 20242 percentage points - 03 + 0.0
Forecast revision percentage points - 0.5 + 0.0
WIFO Economic Outlook March 2025 percent - 03 + 1.2
Source: WIFO. - ' Revision of the Quarterly National Accounts by Statistics Austria compared to the data used for
the WIFO Economic Outlook of March 2024. — 2 At the time of the preparation of the WIFO Economic Outlook of
December 2024, no values were available from Statistics Austria for this quarter.
8 Economic Outlook WIFO B Reports on Austria



Figure 2: Cyclical profile Austria
GDP, volume
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Source: WIFO. The error indicators show the range of previous revisions to realised values. - ' Seasonally and
calendar adjusted according fo Eurostat.

Why did the Austrian economy grow significantly more slowly than the German economy in 2023 and 2024?

Both the German and the Austrian economies have a high share of industry. There are also many similarities in terms of indus-
trial structure. In the past, the two economies have therefore often developed very similarly. As the economic crisis in the EU
primarily affected cyclically sensitive industries, it is surprising that the German economy shrank less than the Austrian econ-
omy in both 2023 and 2024. In 2023, Austria's economic output fell by 1 percent, while Germany's declined by just 0.3 per-
cent. This resulted in a growth difference of 0.7 percentage points, which is represented by a dot in Figure 3.

Figure 3: Contributions to the growth differential between Austria and Germany
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Source: Eurostat, Macrobond, WIFO.

In 2024, Germany's economic output declined by only 0.2 percent, while in Austria it fell by 1.2 percent, resulting in an even
higher growth differential of around 1 percentage point. Figure 3 shows the confributions to the growth differential for the
main sectors of the economy. Industrial value added accounted just for a small part (0.2 percentage points) of the differ-
ence in 2023. Domestic construction performed significantly worse than in Germany in that year, contributing /2 percentage
point to the difference. Market-related services (excluding trade, transport, accommodation and food service activities)
weighed on the outcome to the same extent. In aggregate, frade, transport, accommodation and food service activities
also performed significantly worse than in Germany. In contrast, taxes less subsidies on products performed much better than
in the neighbouring country and supported GDP.

In 2024, industry and the frade, transport, accommodation and food service activities sector were clearly responsible for the
growth difference of around 1 percentage point.
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Table 6: Expenditure on GDP
Volume (chain-linked series)

2023 2024 2025 2026 2023 2024 2025 2026

Billion € (reference year 2015) Percentage changes from previous year
Final consumption expenditure 267.36 268.73 268.87 272.00 + 00 + 0.5 + 0.1 + 1.2
Households' 190.19 190.34 190.72 193.39 - 05 + 0.1 + 0.2 + 1.4
General government 77.17 78.40 78.16 78.63 + 1.2 + 1.6 - 03 + 0.6
Gross capital formation 90.43 83.72 82.95 84.78 - 13.0 - 74 - 09 + 22
Gross fixed capital formation 90.50 87.40 86.82 88.35 - 3.2 - 34 - 07 + 1.8
Machinery and equipment? 31.52 30.09 28.89 29.18 + 4.4 - 45 - 40 + 1.0
Constfruction 37.16 35.14 35.31 35.88 - 93 - 54 + 0.5 + 1.6
Other investment? 22.40 22.88 23.23 23.92 - 03 + 22 + 1.5 + 3.0
Domestic demand 359.46 353.86 354.34 359.31 - 35 - 1.6 + 0.1 + 1.4
Exports 231.72 221.82 219.86 223.70 - 04 - 43 - 09 + 1.7
Travel 16.01 16.25 16.46 16.73 + 13.9 + 1.4 + 1.3 + 1.7
Minus imports 210.61 199.98 199.58 203.71 - 4.6 - 50 - 02 + 2.1
Travel 10.24 10.80 10.84 11.07 + 14.8 + 55 + 0.4 + 22
Gross domestic product 381.39 376.91 375.92 380.58 - 10 - 1.2 - 03 + 1.2
Value 473.23 481.94 492.37 508.50 + 5.6 + 1.8 + 22 + 33

Source: WIFO, Statistics Austria. 2025 and 2026: forecast. — ! Including non-profit institutions serving households. — 2 Including weapon systems. — 3 Mainly

intellectual property products (research and development, computer programmes, copyrights).

The multi-year decline in
construction investment
will end in 2025.

The weakness of domes-
tic industry can hardly
be attributed to individ-
ual sectors.

10 Economic Outlook

3.2 Recovery in industrial production still to
come

The continued weakness of the euro area in-
dustrial economy also led to a further con-
fraction of domestic industry towards the
end of 2024. Company surveys continue to
reflect the poor economic situation and the
gloomy outlook. In 2025, value added in
manufacturing will therefore decline for the
third year in a row. Following a decline

of —1.8 percent in real terms in 2023 and a
slump of 5.5 percent in the previous year, a
further reduction of 3 percent is expected in
2025.

The poor performance of industry in 2023
and 2024 is difficult to attribute to individual
sectors. For the largest manufacturing sec-
tors, the industrial production index paints a
rather heterogeneous picture for both Ger-
many and Austria (Figure 3). Austria's most
important industrial sectors, the manufac-
ture of fabricated metal products (C25) and
the manufacture of machinery and equip-
ment n.e.c. (C28), have developed une-
venly over the years.

3.3 Investments remain weak over the
forecast horizon

Domestic gross fixed capital formation had
already barely increased in 2022 (+0.4 per-
cent in real terms) and fell sharply in the fol-
lowing two years (2023 -3.2 percent,

2024 -3.4 percent). In 2025, a further decline
of 0.7 percent is expected. Only in 2026
should investment activity pick up again
and increase by 1.8 percent.

After three years of partly drastic losses, the
Austrian construction industry enters a phase
of stabilisation in 2025. Since the beginning
of 2024, the results of the WIFO-Konjunktur-
test (business cycle survey) for this industry

have remained largely stable or even im-
proved slightly, albeit at a low overall level.

By segment, residential construction will con-
tinue to lag non-residential construction,
with the gap already narrowed in the course
of 2024. The expected stabilisation of con-
struction in the current year is largely due to
the ECB's interest rate cuts since mid-2024.
Additional interest rate cuts are expected in
2025, which will further reduce financing
costs. New mortgage lending and property
fransactions have already been rising for
several months. The easing of the macropru-
dential framework conditions as a result of
the expiry of the regulation for sustainable
lending standards for residential real estate
financing (KIM regulation) from mid-2025 will
also have a supportive effect. The federal
government's housing initiative, which came
into force in the previous year, should also
have an increasingly stimulative effect in
2025, although its full impact is not expected
to be felt until 2026. A restrained increase in
construction investment of 0.5 percent in
volume terms is therefore still expected for
2025, which will accelerate to 1.6 percentin
2026.

Demand for machinery and equipment also
remains subdued over the forecast horizon.
Here, the decline did not set in until 2024,
two years later than for construction invest-
ment. After —1.8 percent in 2024, a further
decline is expected in 2025. The continued
considerable underutilisation of production
capacities and geopolitical uncertainty are
dampening investment activity. Investment
momentum is therefore expected to remain
weak in 2025. According to the WIFO-Investi-
tionstest (investment survey) of autumn 2024,
manufacturing companies are planning
more cautiously than service providers. Both,
large companies and small and medium-
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sized enterprises are likely to cut back on in-
vestment in 2025. Where investments are
made, they are justified by the advancing
technological development. At present,

they are mostly used to replace outdated
plant or machinery and equipment, while
capacity expansions play a subordinate role
in view of the economic downturn.

Figure 4: Growth contributions of the most important industrial sectors

Austria, 2023 m Austria, 2024

Manufacture of machinery and equipment
n.e.c. (C28)

Manufacture of fabricated metal products
(C25)
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Source: Eurostat, Macrobond, WIFO. Rates of change of the industrial production index, weighted with value
added shares 2021 from the structural business statistics. The codes of the division in the NACE 2008 classifica-

tion are given in brackets.

In 2026, investments in machinery and
equipment will grow again by just under

2 percent as aresult of the economic recov-
ery and more favourable financing condi-
tions. However, much of this will be replace-
ment investment.

3.4 Private consumption will not regain
momentum until 2026

After private household consumption ex-
penditure shrank in real terms in 2023

(0.5 percent), it barely increased in 2024
despite the strong growth in disposable in-
come (+0.1 percent). Unlike in previous cri-
ses, private consumption did not have a sta-
bilising effect on the economy. Even popu-
lation growth did not change the pro-
nounced weakness of consumption.

Dynamic growth is not expected in 2025 ei-
ther. At 2.7 percent, the inflation rate will be
only slightly below that of the previous year
and, together with the budget consolidation
measures, will reduce real disposable in-
come. In the lower income quintiles, the cuts
in fransfers provided for in the federal gov-
ernment's austerity package will largely

WIFO M Reports on Austria

reduce consumption. In the other quintiles,
however, an increase in consumption is pos-
sible at the expense of the savings rate,
which will fall in 2025. Despite the weak
frend in real incomes, this will allow private
consumption to grow slightly by 0.2 percent.

WIFO anticipates a further reduction in the
savings rate. Favoured by the increase in
real disposable income and the fall in the in-
flation rate, private consumption is therefore
likely to grow somewhat more strongly again
in the coming year (2026 +1.4 percent).

3.5 Inflation falling at a slower pace

In 2024, the inflation rate fell from 7.8 per-
centin the year before to 2.9 percent (ac-
cording to the CPI). Due to the continuous
decline over the course of 2024, monthly
rates fell below the 2 percent mark in the fi-
nal quarter.

At the beginning of 2025, energy became
significantly more expensive due to the ex-
piry of the administrative electricity price
brake, higher network charges and the in-
crease in the CO2 pricing. As a result, the

Public budget consoli-
dation measures will
limit the scope for con-
sumption in 2025 and
2026.
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The decline in the infla- inflation rate exceeded 3 percent again in should abate further to 2.1 percent in 2026.

tion rate will confinue at January and February. The conftribution of Core inflation (total inflation excluding en-
. services to inflation was still considerable at ergy, food, alcohol and tobacco, accord-
S e 202,5 . the beginning of the year. ing fo the HICP) will decline faster than the
‘2’“; R GE el overall CPl. After 3.9 percent in 2024, it wil
026. WIFO therefore expects the CPI to rise by fall to 2.6 percent in 2025 and further to
2.7 percent in 2025. Inflationary pressures 2.0 percent in 2026.

Table 7: Private consumption and prices

2021 2022 2023 2024 2025 2026
Percentage changes from previous year

Private consumption expenditure! +4.38 +4.9 -0.5 +0.1 +0.2 +1.4

Durable goods? +6.4 - 4.5 -54 +0.6 +0.5 +1.5

Non-durable goods and services? + 4.6 + 6.0 +0.1 +0.0 +0.2 +1.4

Loans to domestic non-banks (end of period) + 6.6 +5.0 +0.7 +0.7 +1.0 +1.7
Consumer prices

National +28 +8.6 +78 +29 +2.7 + 2.1

Harmonised +2.8 + 8.6 +7.7 +2.9 +28 + 2.1

Core inflation? +23 + 5.1 +73 + 3.9 +2.6 +20

Source: WIFO, OeNB, Statistics Austria. 2025 and 2026: forecast. — ' Private households including non-profit institutions serving households. — 2 WIFO calcu-
lation based on the shares of consumer durables according to the domestic concept. -3 Excluding energy, food, alcohol and tobacco.

Table 8: Earnings, international competitiveness

2021 2022 2023 2024 2025 2026
Percentage changes from previous year

Wages and salaries per employee!

Nominal, gross + 2.7 + 4.9 + 6.9 + 8.3 + 3.3 + 2.6
Real?
Gross - 0.1 - 34 - 09 + 53 + 0.6 + 0.5
Net - 08 - 27 - 0.5 + 53 + 0.8 + 0.3

Wages and salaries per hour worked?
Real, net? - 4.0 - 24 - 0.5 + 6.9 + 1.2 - 0.1

Percent
Wage share, adjusted* 62.4 62.1 63.5 67.9 69.7 69.7

Percentage changes from previous year
Unit labour costs, nominal®
Total economy - 0.5 + 2.1 + 8.6 +10.1 + 4.0 + 2.0
Manufacturing - 6.5 - 04 + 9.7 +12.4 + 7.1 + 0.2

Effective exchange rate — manufactured goods¢
Nominal + 0.6 = 18 + 1.9 + 1.1 - 02 + 0.2
Real + 0.2 - 18 + 34 + 0.9 - 0.1 - 00

Source: WIFO, Statistics Austria. 2025 and 2026: forecast. — ' National Accounts definition (jobs). — 2 Deflated by
CPI. -3 National Accounts definition. — + Compensation of employees relative to GDP at factor cost, adjusted for
the share of employees in fotal employment (persons according to national accounts). — > Labour costs in rela-
tion to productivity (hourly compensation per employees divided by GDP and value added, respectively, per
employed persons' hours worked), including short-time work grants. — ¢ Weighted by exports and imports, real
value adjusted by relative HCPI.

The inflation forecast was made against the 3.6 Further increase in employment with a
backdrop of an uncertain environment of slight rise in unemployment

tariff increases, which could fuel domestic

inflation through higher import prices for Despite the recession, active dependent

products from the USA. In addition, geopolit-  employment grew by 0.2 percent in 2024. In

ical uncertainties are having a significantim-  January and February 2025, the year-on-

pact on energy prices. year increase was 0.3 percent, following a
short-term rise of 0.6 percent in December.
However, the latter is likely to have been
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due to the reporting behaviour of construc-
fion companies over the Christmas holidays2.

Employment growth is currently being sup-
ported in particular by public services (NACE
2008, sections O to Q), which expanded by
2.6 percent year-on-year in the first two

Table 9: Labour market

months of 2025. Employment growth at the
beginning of the year was also reported in
the fransport sector, accommodation and

food service activities, information and com-

munication, financial and insurance activi-
fies and professional, scientific and tech-
nical activities.

2021 2022 2023 2024 2025 2026
Change from previous year in 1,000
Demand for labour
Persons in active employment! + 96.9 +1162 +480 +104 +140 +37.0
Employees' +90.4 +1102 +448 + 84 +11.0 +320
National employees + 28.1 +22.9 - 90 -167 -190 - 80
Foreign employees +624 +874 +538 +250 +30.0 +40.0
Self-employed? + 65 + 60 + 32 + 20 + 30 + 50
Labour supply
Population of working age
15 to 64 years + 54 +486 +369 - 25 -203 -221
Labour force? +19.0 + 47.6 + 55.7 + 37.4 +29.0 +29.0
Labour surplus
Unemployed -77.9 —68.6 7.7  +27.1 +150 - 80
Unemployed persons in fraining +132 - 08 1.0 + 50 + 1.0 £ 00
Percent
Unemployment rate
As a percentage of total labour force (Eurostaf)4 6.2 4.8 5.1 5.2 5.3 5.2
As a percentage of total labour force 7.2 5.6 5.7 6.2 6.5 6.3
As a percentage of dependent labour force 8.0 6.3 6.4 7.0 7.3 7.1
Percentage changes from previous year
Labour force? + 04 + 10 + 12 + 08 + 06 + 046
Persons in active dependent employment! + 25 + 30 + 12 + 02 + 03 + 08
Unemployed -190 -207 + 29 +100 + 50 - 26
Persons (in 1,000) 331.7 263.1 270.8 297.9 312.9 304.9

Source: WIFO, Eurostat, Federation of Social Insurances, Public Employment Service Austria, Statistics Austria. 2025
and 2026: forecast. — ' Excluding persons in valid employment contract receiving child care benefit or being in
military service. — 2 According to WIFO, including liberal professions and unpaid family workers. According to the
Federation of Social Insurances. — 3 Persons in active employment plus unemployed. — 4 Labour Force Survey.

By contrast, employment continued to de-
cline in manufacturing, construction, frade
and administrative and business service ac-
fivities, especially in the temporary employ-
ment area. The latter is particularly sensitive
to economic fluctuations. In November
2022, this sector was already facing job
losses. In 2024 as a whole, the decline was
14.2 percent. In January and February 2025,
a reduction of just under 10 percent year-
on-year indicated that the business cycle re-
mained tense.

For 2025, WIFO expects a weak increase in
employment of 0.3 percent, which should
accelerate slightly to 0.8 percent in 2026
due to the economic recovery.

Although employment continued to rise in
2024, the second year of the recession,

2 From January to November 2024, employment in
construction fell by an average of 9,000 jobs (-3.1 per-
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working hours per employee fell by 1.4 per-
cent (according to the National Accounts).
A further decline of 0.4 percent is forecasted
for the third year of the recession. Working
hours per employee are not expected to in-
crease again slightly by 0.3 percent untfil
2026.

Unemployment is expected to increase by
15,000 persons in 2025. The abolition of edu-
cational leave from 1 April 2025 will slightly
increase the number. Compared to the pre-
vious month, unemployment will not fall
again until the first quarter of 2026. For 2026,
it is expected to fall by an average of 8,000
persons compared to the previous year.

The unemployment rate rose slightly from
6.3 to 6.4 percent in 2023 due to the reces-
sion. In 2024, the increase accelerated to

cent) year-on-year. It stagnated in December, but fell
again significantly in January 2025.

The unemployment rate
will reach its peak in

Economic Outlook
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7.0 percent. A further increase to 7.3 per-
cent is expected for 2025, which means that
the peak of the current recession will be
reached this year. Only in 2026, will the rate
fall again to 7.1 percent as the economy im-
proves.

3.7 The decline in greenhouse gas
emissions is losing momentum

In 2025, two opposing trends will lead fo a
slight decrease in greenhouse gas emissions.
On the one hand, energy demand is ex-
pected to decrease due to the negative
economic outlook and the ongoing decar-
bonisation frends (electrification and re-
placement of fossil heating systems). On the
other hand, the weather is likely to return to

Table 10: Productivity

its long-term average, which would be
colder than in 2024. Given the significant
year-on-year increase in gas consumption in
the first quarter of 2025, consumption will
hardly fall in the current year. On this basis,
emissions will only fall by 1.8 percent in 2025
(after —2.8 percent in 2024; preliminary esti-
mate).

In 2026, measures to replace heating sys-
tems, the increase in electric mobility, the
blending of non-fossil fuels and the expan-
sion of renewable electricity generation will
further reduce emissions. However, the pro-
duction of goods will start to grow more
strongly again. The projected upturn in the
economy will reduce the decline in emis-
sions to —1.4 percent.

2021 2022 2023 2024 2025 2026
Percentage changes from previous year

Total economy
GDP, volume + 4.8 + 53 - 1.0 - 1.2 - 03 F 12
Employment! + 24 + 2.7 + 1.0 + 0.4 + 0.2 + 0.6
Production per person employed + 23 + 2.5 - 20 - 1.6 - 0.5 + 0.7
Hours worked per person employed? + 2.5 - 03 - 0.1 - 1.4 - 0.3 + 0.3
Hourly productivity? - 02 + 2.8 - 19 - 02 - 02 + 0.3
Manufacturing
Gross value added, volume +10.9 + 6.7 - 1.8 - 55 - 3.0 + 23
Employment! + 0.6 + 2.3 + 1.2 - 12 - 1.2 + 0.5
Production per person employed +10.2 + 4.3 - 29 - 43 - 1.8 + 1.8
Hours worked per person employed? + 4.3 - 038 - 03 + 0.3 - 0.8 - 04
Hourly productivity3 + 5.6 + 5.1 - 2.6 - 4.7 - 1.0 + 2.2

Source: WIFO, Statistics Austria. 2025 and 2026: forecast. —

! Employees and self-employed, National Accounts

definition (jobs). — 2 National Accounts definition. — 3 Production per hour worked, National Accounts definition.

4. Forecastrisks

Developments in the international economy
clearly harbour the greatest forecasting risks
at present. Major economic policy changes
have been announced in the USA, but no
clear figures have yet emerged that would
provide a reliable basis for a forecast. The
tariff hike of 10 percentage points on goods
purchased by the USA from the EU is ex-
pected to take effect from the second
quarter of 2025.

The expansive measures announced by the
EU in the military sector are also still rather
vague in terms of their content and timing.

Only Germany has been more specific
about the scope of the agreed infrastruc-
ture and military measures as well as the tim-
ing of the funds. The German measures are
unlikely fo have an impact in 2025 and will
only have a stimulating effect from 2026 on-
wards. The impact on the Austrian economy
should be positive but muted.

With regard to the war in Ukraine, it was as-
sumed that hostilities and EU sanctions
against Russia would continue. However, the
reorientation of the foreign policy in the USA
has increased uncertainty.
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