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e Economic policy uncertainty in Austria is high. Considerable savings in public budgets are to be
expected over the forecast period, the effects of which cannot be estimated at present.

e The starting position for fiscal consolidation is difficult, as Austria's economic output contracted again
by almost 1 percent in 2024.

e Moderate real GDP growth of 0.6 and 1.2 percent is expected in 2025 and 2026 respectively.

e The unemployment rate rose to 7.0 percent in 2024 and will increase further to 7.4 percent in 2025. It will
fall back to 7.0 percent in 2026.

¢ Inflation is expected to average 3 percent in 2024 and slow to 2 percent by 2026.

Economic impact of fiscal consolidation in Austria

Real GDP in the baseline scenario without Effects of an austerity
consolidation 6 - package

47 "A reduction of the
budget deficit to below

3 percent of GDP in 2025
would further dampen the
already weak Austrian
economy. Instead of
moderate growth, there is
0 a risk of another recession
in this case.”

N
Fiscal multiplier: 0.4
Fiscal multiplier: 0.75

Percentage change from previous year
N
One-off effect as a percentage of GDP

2021 2022 2023 2024 2025 2026

In the absence of fiscal consolidation measures, real GDP growth is projected to be

0.6 percent in 2025 and 1.2 percent in 2026. A reduction of the budget deficit from 4.2 to

3 percent of economic output in 2025 would reduce GDP growth by 0.5 or 0.9 percentage
points, depending on the assumed fiscal multiplier (source: Statistics Austria, Fiscal Advisory
Council, WIFO).
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Economic Outlook

Economic policy uncertainty in Austria is cur-
rently high. A new federal government faces
the task of a significant budget consolida-
tion, the effects of which cannot yet be
foreseen. This forecast therefore describes
the current economic situation and has
been prepared under the assumption of un-
changed economic policy conditions. How-
ever, a rough estimate has been made of
the impact of possible savings in public
budgets on economic developments.

The starting position for fiscal consolidation is
difficult, especially as Austria's economic
output is likely to have contracted again by
almost 1 percent in 2024. Industry and con-
struction are still in recession. In addition, pri-
vate households are unusually reluctant to
spend.

There are currently no signs of a furnaround.
Business sentiment remains predominantly
pessimistic, although there are signs of a
slight improvement outside the industrial sec-
tor. The expected rise in energy prices at the
beginning of 2025, due to higher network
charges, has led to a further deterioration of

consumer confidence. The global industrial
economy and global frade in goods are
only gradually regaining momentum.
Against this backdrop, the Austrian econ-
omy is expected to grow by 0.6 percent in
2025. A slight economic recovery is ex-
pected in the second half of the year, which
will be reflected in GDP growth of 1.2 per-
centin 2026.

The persistently weak economic develop-
ment resulted in a noticeable increase in the
unemployment rate to 7.0 percent in 2024.
Employment growth will only pick up slightly
towards the end of 2025, causing the unem-
ployment rate to rise to 7.4 percent in 2025
before falling back to 7.0 percent in 2026. In-
flation slowed to 3 percent in 2024 and will
continue to ease over the forecast period,
but will still average slightly above 2 percent
in 2025 due to the rise in household energy
prices at the beginning of the year (2026:

2 percent).

The budget deficit is projected to rise to

more than 4 percent of GDP in 2025 without
further measures. A sharp reduction in the
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deficit to the limit of 3 percent of economic
output set out in the EU tfreaties would
dampen GDP growth by 2 to 1 percentage

point, depending on the nature and timing
of the measures.

Table 1: Main resulis

2021 2022 2023 2024 2025 2026
Percentage changes from previous year

Gross domestic product, volume + 48 4+ 53 - 10 - 09 + 0.6 + 1.2
Manufacturing +10.9 + 6.7 - 18 - 4.5 + 0.0 + 1.5
Wholesale and retail frade + 4.5 + 0.7 - 57 - 20 + 0.6 + 1.6
Private consumption expenditure!, volume + 48 + 49 - 0.5 - 03 + 0.8 + 1.5
Consumer durables? + 6.4 - 4.5 - 54 + 0.5 + 1.0 + 2.0
Gross fixed capital formation, volume + 6.0 + 0.4 - 32 - 29 - 04 + 1.6
Machinery and equipment? + 7.7 + 1.9 + 2.4 - 1.6 - 1.1 + 1.7
Construction + 4.1 - 13 - 93 - 44 + 0.5 + 1.6
Exports, volume + 9.5 +10.0 - 04 - 29 + 1.4 + 23
Exports of goods, fob +12.4 + 6.0 - 04 - 4.5 + 1.5 + 20
Imports, volume + 14.1 + 7.1 - 4.6 - 2.5 + 1.7 + 2.3
Imports of goods, fob +14.8 + 3.0 - 74 - 4.9 + 20 + 3.0
Gross domestic product, value + 6.8 +10.3 + 5.6 + 3.6 + 25 + 3.4

bilion €  406.23  448.01 473.23  490.16  502.49  519.46

Current account balance
as a percentage of GDP 1.7 - 09 1.3 2.4 2.0 2.1

2.8 + 8.6 + 78 + 3.0 + 23 + 20

+

Consumer prices

GDP deflator + 1.9 + 48 + 6.6 + 4.5 + 1.9 + 2.1
General government net lending,

Maastricht definition as a percentage of GDP - 5.7 - 33 - 26 - 37 - 42 - 4.1
Persons in active dependent employment* + 25 + 3.0 + 1.2 + 0.2 + 0.4 + 0.9
Unemployment rate, national definition® 8.0 6.3 6.4 7.0 7.4 7.0
Command-based GDP per capita® + 3.8 + 1.1 - 1.9 + 0.1 + 0.3 + 1.1
At-risk-of-poverty rate’ percent 14.8 14.9 15.4 15.4 15.8 15.3
Income quintile ratio® ratio 4.3 4.3 4.5 4.5 4.5 4.5
Greenhouse gas emissions? + 49 - 6.0 - 64 - 34 - 1.5 - 1.2

million t CO; equivalent 77.53 72.84 68.17 65.84 64.87 64.08

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 S80/S20: ratio of total equivalised disposable income
received by the population living in private households in the fop 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.

1. Introduction

This forecast is characterised by a high de-
gree of economic policy uncertainty. In Aus-
fria, government negotiations are in full
swing, and it is not yet possible to predict
which economic policy course will be taken
in the current legislative period. In view of
the high budget deficit, cuts in government
spending and increases in taxes and duties
are to be expected, at least in the medium
term. The size and timing of these measures
and their composition in an overall fiscal
consolidation package will have a signifi-
cant impact on the economy. Against this
backdrop, it is difficult to present a forecast
that can withstand the actual economic
development in 2025 and 2026. WIFO has
therefore prepared its forecast under the as-
sumption that no budget consolidation will
take place, in order to provide a solid plan-
ning basis and to highlight the need for
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consolidation. However, the possible effects
of budget consolidation on the business cy-
cle were roughly estimated by determining
how a sharp reduction of the deficit to

3 percent of GDP would affect economic
output.

In addition to domestic fiscal policy, the in-
ternational environment is also currently a
source of great uncertainty. The newly
elected president in the USA has an-
nounced a number of fiscal and trade pol-
icy measures, the concrete design of which
remains to be seen. This forecast takes ac-
count of this by assuming tariffs on a number
of products in several countries. In addition,
it is sfill unclear how the budget consolida-
tion demanded by the European Commis-
sion will be implemented in the coming
years. Important EU countries, such as

Economic Outlook
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Donald Trump's eco-
nomic policy could
strengthen the economy
in the USA in the short
term. Tariffs will dampen
global frade in the
longer term.

European industry is cur-
rently suffering from both
cyclical and structural
problems. Germany has
been particularly hard
hit.

Economic Outlook

Germany and France, do not currently have
a government supported by a parliamen-
tary majority. Last but not least, European in-
dustry is also facing a crisis that is both struc-
tural and cyclical in nature. The production
structures and sales markets of many EU

economies are undergoing change in the
aftermath of the multiple crises, and it is not
yet possible to assess whether the weak de-
mand for European industrial goods is only
temporary or reflects a permanent adjust-
ment.

2. Moderate expansion in the global economy

The global economy showed a moderate
upward trend in autumn 2024. Global indus-
trial production has been growing again
since mid-2023 and global frade in goods
has gained momentum since spring 2024.
The economy is particularly robust in the USA
and Asia, with the exception of China, but
particularly weak in Western Europe. The
moderate global economy is also reflected
in commodity prices, which have remained
largely stable overall in recent months, as
measured by the HWWI index in dollar terms.
However, natural gas became noticeably
more expensive over the course of 2024,
while the price of crude oil fell. Nevertheless,
at the beginning of November, natural gas
on the European market was around 15 per-
cent cheaper than in the previous year, as
the seasonal price increase has so far been
weaker than in autumn 2023.

The major central banks in the developed
world have recently cut their key interest
rates. The interest rate corridor in the USA is
now between 4.50 to 4.75 percent, the bank
rate in the UK is 4.75 percent and the de-
posit rate in the euro area is 3 percent. Mon-
etary policy has therefore become less re-
strictive but is still dampening economic ac-
fivity and price increases. Accordingly, fi-
nancial markets are anticipating further key
interest rate cuts, leading to partially in-
verted yield curves.

The moderate expansion of the global
economy is expected to continue in 2025
and 2026. Easing inflation in industrialised
countries and rising real incomes will support
consumer demand, and investment will be
boosted by the gradual easing of monetary
policy. Higher frade tariffs will not come into
effect immediately after Donald Trump
takes office, but rather in the course of 2025,
exacerbating existing trade diversions. This
will primarily affect the USA's bilateral frade
with China, some of which will shiff to other
countries. The forecast assumes that the USA
will gradually infroduce targeted tariffs
against China, Mexico, Canada and the EU
in 2025 (see box "On the economic policy
measures of the new administration in the
USA"). The tariff increases are likely to have a
pull-forward effect, meaning that global
trade will pick up in the first half of 2025 but
then gradually slow down. Allin all, global
output will increase by a good 2V: percent in
each of the years 2024 to 2026.

The economy in the USA expanded strongly
in 2024. Private consumption remained
buoyant until recently, partly because the
inflation rate had fallen to just below 2V: per-
cent by the autumn, resulting in rising real in-
comes. However, public consumption, in-
vestment in machinery and equipment and
exports have also risen significantly recently.
The robustness of the economy in the USA is
also reflected in the fact that the unemploy-
ment rate has so far remained low af
around 4 percent, although employment
growth has been losing momentum for more
than a year. As the revision of the National
Accounts suggests, the growth potential of
the economy in the USA is higher than previ-
ously assumed. The upper turning point of
the current economic cycle has probably
not yet been reached, meaning that expan-
sion can continue unabated in view of the
favourable environment. Inflation is trending
down, and consumer confidence remains
high. Although the increase in trade tariffs
will push up consumer prices, the continued
extremely expansionary fiscal policy will fa-
vour overall economic development. Over-
all, GDP in the USA is expected to grow by
2.5 percent in 2025 and 2.4 percent in 2026.

In the euro area, economic output grew by
0.4 percent in the third quarter of 2024 com-
pared to the previous quarter — the strongest
increase in two years. Spain again showed
the strongest momentum, but France also
recorded robust GDP growth, which was
partly due to the positive impetus from the
Summer Olympics. However, industrial pro-
duction has trended downwards in recent
months and business sentiment remains pes-
simistic. In particular, order books were re-
ported to be significantly lower than re-
cently. It is therefore unlikely that European
industry has yet overcome the crisis. In con-
frast, consumer confidence has improved in
most euro area countries, probably also be-
cause inflation fell to 2% percent in autumn
and real incomes are rising noticeably. In
addition, the labour market remains robust.
Private consumption should therefore gradu-
ally pick up. Industrial activity, on the other
hand, will be slow to recover, partly be-
cause investment will take fime to pick up.
European fiscal policy is not expected to
provide any stimulus over the forecast pe-
riod, as many of the support measures
adopted in previous years have expired and
economic policy is again focussing more on
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the high levels of government debt in some
countries. Overall, economic output in the

Table 2: International economy

euro area will increase by 1% percentin
both 2025 and 2026.

Percentage shares 2021 2022 2023 2024 2025 2026
2021
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 + 1.0 + 1.4 + 1.5
Euro area 52.4 10.3 + 6.3 + 3.5 + 04 + 0.8 + 1.2 + 1.3
Germany 29.1 3.2 + 3.7 + 1.4 - 03 - 0.1 + 0.4 + 0.8
Italy 6.1 1.9 + 8.9 + 47 + 07 + 0.5 + 07 + 0.7
France 3.6 2.3 + 6.9 + 2.6 + 0.9 + 1.1 + 0.8 + 1.1
Spain 1.6 1.4 + 6.7 + 6.2 + 2.7 # &l + 24 # 18
CEEC 52 15.0 2.2 + 6.3 + 4.1 + 0.1 + 1.8 + 24 + 2.8
Poland 3.7 1.0 + 6.9 + 53 + 0.1 + 2.4 + 2.5 + 2.8
Hungary 3.6 0.2 + 7.1 + 43 - 0.9 + 0.6 + 1.9 + 28
Czech Republic 3.6 0.3 + 4.0 + 238 - 0.1 + 1.0 + 2.6 + 2.8
USA 7.3 15.0 + 6.1 + 25 + 2.9 + 28 + 2.5 + 2.4
Switzerland 5.2 0.4 + 5.6 + 3.0 + 0.7 + 1.3 + 1.2 + 1.8
UK 2.7 2.2 + 8.6 + 48 + 03 + 0.9 + 1.4 + 1.7
China 2.5 18.7 + 8.4 + 3.0 + 5.2 + 4.6 + 43 + 4.1
Total®
PPP-weighted* 51 &+ 7 £+ &l + 29 + 2.8 + 28 + 28
Export weighted® 86 + 5.2 + 2.6 + 0.7 + 0.9 + 1.3 + 1.5
Market growthé +11.0 * 57 - 32 + 0.1 # &3 + 85
Forecast assumptions
Crude oil prices
Brent, $ per barrel 70.8 98.9 82.2 80 71 70
Natural gas price
Dutch TTF, € per MWh 45.9 121.5 40.6 35 45 5
Electricity price Austria
Base, € per MWh 107.2 261.6 102.2 81 102 89
Peak, € per MWh 116.8 275.5 103.9 81 112 99
Exchange rate
$ per€ 1.184 1.054 1.082 1.08 1.05 1.05
Key interest rate
ECB main refinancing rate’, percent 0.0 0.0 0.0 0.6 3.8 4.1
10-year government bonds yields Germany,
percent - 0.5 - 04 - 04 1.1 2.4 2.3

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.

Germany's GDP stagnated in 2024, and Ger-
man industry in particular is currently strug-
gling with weak global demand, which is
both cyclical and structural in nature. Chi-
na's increasing ability to produce the inter-
mediate and capital goods required to
manufacture machinery and equipment it-
self has led to a decline in Chinese demand
for these goods, which were fraditionally im-
ported from Germany. Exports have also
been reduced as parts of the energy-inten-
sive German industry have moved abroad in
the wake of the energy crisis. Private con-
sumption also failed to grow in 2024. How-
ever, there were signs of a slight recovery in
the second half of the year, which is likely to
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continue over the forecast period. However,
German industry will continue to struggle
with structural change in the medium term
and is likely fo recover only slowly. Germa-
ny's economic output will therefore grow
only moderately in 2025 and 2026.

Inflation will continue to decline over the
forecast horizon in both the USA and the
euro areq, parficularly as wage momentum
and thus the upward pressure on service
prices will slow. In addition, given the high
storage levels of natural gas and the ad-
vanced stage of Europe's decoupling from
Russian supplies, energy prices are not ex-
pected to rise sharply. In the USA, consumer

Economic Outlook
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prices will rise by a good 2 percent in both expected to slow to 2 percent in 2025 and
forecast years. In the euro areaq, inflation is further to 1.8 percent in 2026.

Figure 1: Indicators of economic performance
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government bonds (benchmark). — 4 Including short-time work grants. — 5 Source: European Commission.
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On the economic policy measures of the new administration in the USA

The election of Donald Trump as the 47th President of the USA has changed the economic policy framework compared to
the last WIFO Economic Outlook from October 2024. Fiscal policy in the USA is likely to be even looser in 2025 than before. On
the one hand, tax cuts that were infroduced in 2017 during Trump's first presidency and would have expired in 2025 are likely
to be extended, while on the other hand military spending is likely to increase further. In total, this will result in a positive GDP
effect of 0.3 percentage points for the USA in 2026'.

In addition, tighter restrictions on immigration would dampen labour supply and thus reduce unemployment in the short term
and productivity in the long term. A tighter labour market would result in higher wage increases, higher inflation, higher inter-
est rates and a higher external value of the dollar than assumed in the last forecast. These effects will be amplified by the
tariff policy. However, as Trump's announcements are to be understood not only as actual plans but also as tactical threats,
the design of the tariffs is still unclear.

WIFO makes the following assumptions with regard to tariff policy: the USA gradually imposes flat-rate tariffs of 30 percent on
Chinese exports?, fo which China responds with retaliatory tariffs of 25 percent. The USA imposes selective tariffs on steel, alu-
minium and motor vehicles on other countries. A tariff rate of 25 percent is assumed for these products for the EU, and a rate
of 10 percent for Canada, Mexico, Japan, South Korea and Vietnam. Overall, the effective tariff rate for the USA will rise
from 3 percent to just under é percent. However, as experience from Trump's first term in office has shown, the higher tariffs
will not come into effect immediately, but with a delay of up to a year. WIFO expects them to take effect at the end of 2025,
which will lead to pull-forward effects and a revival of global tfrade.

However, if the president-elect follows through on his campaign promises, tariffs could rise to 10 percent on all imports and to
60 percent on Chinese goods. In this case, the USA's effective tariff rate would climb to around 17 percent, a level last seen

in the 1930s. Such high tariffs would have a significant impact on global trade and the global economy. The USA would be
burdened by higher import costs, which would affect real incomes and consumption at home, while retaliatory tariffs im-
posed by trading partners would impact the competitiveness of the USA's export industry and lead to higher costs in the
countries themselves. According to calculations by Oxford Economics, real GDP in the USA would be 'z percent lower in
2026 than in the baseline scenario and would shrink by around 1% percent by 2029. Austria would lose only 0.1 percent of
GDP in 2026, but almost 1 percent by 2029. Exports and imports would be lower than in the baseline scenario on both sides,
but the USA's frade balance would be higher and Austria's lower.

1 See Oxford Economics, World Economics Monthly, November 2024. — 2 The USA's average tariff rate vis-a-vis China is currently

14 percent.

3. Austria: difficult starting position for fiscal consolidation

Economic policy uncertainty is currently par-
ticularly high in Austria. Government negoti-
ations are in full swing in December 2024. It is
not clear what a future government will look
like, nor what economic policy course it will
pursue. However, the European Commission
has announced that it will reassess af the
beginning of 2025 whether to open an Ex-
cessive Deficit Procedure (EDP) for Austria.
The assessment will be based on a package
of measures that the new federal govern-
ment is due fo report to Brussels. Against this
backdrop, and in view of a budget deficit of
well over 3 percent in 2024, the government
negotiations are likely to result in spending
cuts and increases in taxes and duties, the
size and timing of which are not yet foresee-
able. As the economic impact of such
measures varies, it is currently not possible to
assess how the package of fiscal consolida-
fion measures will affect the Austrian econ-
omy. In its forecast, WIFO therefore assumes
an unchanged economic policy ('no policy
change") in order to be able to quantify the
extent of the necessary savings in public
budgets and to present the initial situation
for budget consolidation. However, the eco-
nomic effects of consolidation have been
roughly estimated (see box "Effects of fiscal
consolidation on GDP growth").
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The starting point for fiscal consolidation at
the end of 2024 is difficult, as Austria's eco-
nomic output shrank again by around 1 per-
centin 2024. According to National Ac-
counts data published at the beginning of
December, total economic output stag-
nated in the first three quarters of 2024 and
was Y2 percent below the previous year's
level in the summer. The global weakness in
demand for industrial goods led to a reces-
sion in Austrian manufacturing. Value added
in the domestic construction industry has
been declining for several years. In addition,
private household consumption, which usu-
ally stabilises economic activity during
downturns, has been falling for the second
year in a row. Although real incomes are
now rising significantly again, consumers
have probably not yet fully overcome the
high inflation of recent years.

Economic activity hardly gained any mo-
mentum in autumn. According fo the WIFO-
Konjunkturtest (business cycle survey), the
companies surveyed were sfill predomi-
nantly pessimistic. Uncertainty about the
coming months is particularly high in indus-
try. Consumer confidence deteriorated sig-
nificantly again towards the end of the year.
This is not only due to the pessimistic assess-

The future Austrian fed-
eral government is likely
to make significant sav-

ings in public budgets,

the size and timing of
which are currently un-
foreseeable. Austerity
measures would further
dampen the already

sluggish growth in 2025.
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ment of the general economic develop-
ment, but also to the expectedrise in en-
ergy prices at the beginning of 2025. Aus-
fria's economic output is therefore likely to
stagnate in the first few months of 2025.

However, the economy will begin to recover
in the course of 2025, albeit hesitantly. Pri-
vate consumption should gradually pick up,
partly because real incomes will continue to

rise. In contrast, demand in industry and
construction will only pick up towards the
end of 2025. Overall, GDP will only increase
by a good 2 percent compared to the pre-
vious year. Even if the pace of the upswing
remains subdued until the end of the fore-
cast period, economic output will grow by
around 1% percent in 2026 due to the better
starting position.

Table 3: Fiscal and monetary policy - key figures

2021 2022 2023 2024 2025 2026
As a percentage of GDP
Fiscal policy
General government financial balance! - 57 - 33 - 26 - 37 - 4.2 - 4.1
General government primary balance - 4.6 - 24 - 14 - 23 - 28 - 26
General government fotal revenue 50.3 49.7 50.1 50.8 50.8 50.8
General government total expenditure 56.0 53.0 52.7 54.4 55.1 55.0
General government gross dept! 82.4 78.4 78.6 80.1 83.1 84.5
Percent

Monetary policy
Three-month interest rate - 0.5 0.3 3.4 3.6 2.3 228)
Long-term interest rate? - 0.1 1.7 3.1 2.9 2.9 2.8

Source: WIFO, ECB, OeNB, Statistics Austria. 2025 and 2026: forecast. — ' According to Maastricht definition. — 2 10-

year central government bonds (benchmark).

Effects of fiscal consolidation on GDP growth

Government net lending is projected to amount to —3.7 percent of GDP in 2024 and rise fo —4.2 percent in 2025 without fur-
ther measures. The increase is due to the lagged indexation of monetary social benefits, a sharp increase in the number of

pensioners and rising spending by the federal states and municipalities in the areas of the environment, housing, education,
health, and care as part of the Future Fund. In contrast, support for private households in the wake of the energy crisis will be
phased out. In 2026, the deficit relative to GDP is expected to remain almost constant as a number of measures from previ-
OouUs years expire.

A rough estimate of the economic impact of possible savings in public budgets is based on the difference between the pro-
jected budget balance in 2025 and the maximum deficit limit of 3 percent of GDP stipulated in the EU treaties. This results in
a consolidation requirement of 1.2 percent of GDP (around 6 billion €). Based on the fiscal multipliers used by the Fiscal Advi-

sory Council in its last annual report on public finances (0.4 and 0.75)1, a one-off saving of the magnitude described would
result in a reduction in GDP of 2.5 and 4.7 billion € (0.5 and 0.9 percent of GDP respectively). If this effect is deducted from
the expected real GDP growth in 2025 according to the present forecast, this results in a residual GDP increase of 0.1 per-

cent or a decline in economic output of 0.3 percent, depending on the multiplier.

This estimate should be interpreted with caution, as the actual fiscal multipliers of economic policy measures can vary
widely. They depend on the design of the measure and the economic environment in which it is implemented. However, this
also presents an opportunity: measures that dampen economic activity as little as possible in the short term could be com-
bined with instruments that strengthen the productivity of the Austrian economy in the medium fterm.

! Fiscal Advisory Council (2024), Public finance report 2023-2028 (Summary).

Despite rising real in-
comes, private con-
sumption declined in
2024. The savings rate is
expected to remain
high over the forecast
period.
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3.1 Private household consumption
subdued

Private household consumption weakened
as a result of the sharp rise in energy prices
from spring 2022 and fell by 2 percent in
2023 due to the decline in real incomes. As
inflation eased, consumer confidence im-
proved again, leading to a slight increase in
private consumer spending in early 2024.
However, unemployment expectations de-
teriorated significantly, leading to a re-
newed decline in consumption. Consumer

confidence deteriorated again in autumn,
mainly due to far more pessimistic assess-
ments of the economy and households' fi-
nancial situation. Overall, private consump-
tion in 2024 is estimated to have been
around 4 percent lower than in the previous
year, despite a significant increase in real in-
come.

The reluctance of private households to
spend is reflected in a sharp rise in the sav-
ings rate from 8.7 percent in 2023 to

11.4 percent in 2024. Disposable income will
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also increase significantly in 2025, which will
lead to a gradual recovery in consumption.
However, it is likely to take a few months for
the renewed rise in energy prices expected

in higher spending. The savings rate will
therefore rise noticeably again in 2025 and
remain high in 2026. Private consumption is
expected to increase by less than 1 percent

in early 2025 to be digested and for the in-
crease in purchasing power to be reflected

in 2025 and by 1'% percent in 2026.

Table 4: 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 267.36 267.17 269.15 272.26 + 0.0 - 0.1 + 0.7 + 1.2
Households' 190.19 189.62 191.13 194.00 - 05 - 03 + 038 + 1.5
General government 77.17 77.56 78.02 78.26 + 1.2 + 0.5 + 0.6 + 0.3
Gross capital formation 90.43 88.38 89.10 90.21 - 13.0 - 23 + 0.8 + 1.2
Gross fixed capital formation 90.50 87.88 87.54 88.97 - 3.2 - 29 - 04 + 1.6
Machinery and equipment? 31.52 30.07 29.02 29.31 + 4.4 - 4.6 - 35 + 1.0
Construction 37.16 35.52 35.70 36.27 - 93 - 44 + 085 + 1.6
Other investment? 22.40 22.96 23.42 24.01 - 03 + 25 + 20 + 2.5
Domestic demand 359.46 357.21 359.94 364.19 - 35 - 046 + 08 + 1.2
Exports 231.72 225.04 228.19 233.53 - 04 - 29 + 1.4 + 23
Travel 16.01 16.20 16.44 16.77 + 13.9 + 1.2 + 1.5 + 20
Minus imports 210.61 205.24 208.82 213.58 - 46 - 25 + 1.7 + 23
Travel 10.24 10.77 10.83 11.09 + 14.8 + 52 + 0.6 + 24
Gross domestic product 381.39 378.09 380.28 384.98 - 1.0 - 09 + 0.6 + 1.2
Value 473.23 490.16 502.49 519.46 + 5.6 + 3.6 + 25 + 34
Source: WIFO, Statistics Austria. 2025 and 2026: forecast. — ! Including non-profit institutions serving households. — 2 Including weapon systems. — 3 Mainly
infellectual property products (research and development, computer programmes, copyrights).
Table 5: Private consumption, income and prices
2021 2022 2023 2024 2025 2026
Percentage changes from previous year
Private consumption expenditure! + 4.8 + 4.9 - 05 - 03 + 0.8 + 1.5
Durable goods? + 6.4 - 4.5 - 54 + 0.5 + 1.0 + 20
Non-durable goods and services? + 4.6 + 6.0 + 0.1 - 04 + 0.8 + 1.5
Private household disposable income, volume + 2.1 + 1.7 - 05 + 28 + 1.6 + 1.6
As a percentage of disposable income
Household saving ratio
Including adjustment for the change
in pension entitlements 11.4 8.8 8.7 11.4 12.0 12.1
Excluding adjustment for the change
in pension entitlements 10.9 8.2 8.1 10.9 11.6 1.7
Percentage changes from previous year
Loans to domestic non-banks (end of period) + 6.6 + 5.0 + 0.7 + 0.8 + 1.1 + 20
Consumer prices
National + 28 + 8.6 + 7.8 + 3.0 + 23 + 20
Harmonised + 2.8 + 8.6 + 7.7 + 3.1 + 23 + 20
Core inflation? + 2.3 + 5.1 + 7.3 + 3.9 + 2.2 + 2.1

Source: WIFO, OeNB, Statistics Austria. 2025 and 2026: forecast. — ! Private households including non-profit institu-
fions serving households. — 2 WIFO calculation based on the shares of consumer durables according o the do-
mestic concept. — 3 Excluding energy, food, alcohol and tobacco.

3.2 Goods exports rise moderately summer, with sales of chemicals and prod-
ucts from the automotive supply industry in
Germany contributing to this for the first time
after a slump. The USA and China were im-
portant pillars of foreign trade in 2024.
Chemical and pharmaceutical products
and exports of electronic products made
positive confributions to growth. Exports of

The weak global demand for industrial
goods is hitting Austria's foreign trade hard.
Exports of goods are estimated to have
fallen by a total of 4% percent in 2024, with
a particularly sharp decline in the first half of
the year. Exports stabilised somewhat in the
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In line with the global
economy, exports will
grow moderately in 2025
and 2026. Structural
change in industry and
a high level of uncer-
tainty regarding the
USA's tariff policy are
weighing on foreign
frade.

Table 6: Gross value added

At basic prices

machinery and vehicles, on the other hand,
declined sharply.

In the forecast period, exports of goods are
likely to increase moderately in line with the
global economy. However, there are still no
signs of a rapid recovery. Domestic compa-
nies continue to assess their foreign order
backlogs as weak, with the negative frend
continuing until recently, especially for pri-
mary products and capital goods. They also
continue to assess their competitiveness as
extremely low. The economic slump in Ger-
many and other EU countries remains the

biggest obstacle to Austria's foreign trade.
Structural change in industry, particularly in
the automotive sector, and a high level of
uncertainty about the USA's tariff policy are
also weighing on exports. However, tariff
policy could also trigger pull-forward effects
in foreign frade in 2025, especially with the
USA. In addition, the real effective ex-
change rate for industrial goods, which rose
in 2023 and 2024, is expected to stabilise
over the forecast horizon. Nevertheless, real
exports of goods will only increase by

1.5 percent and 2.0 percent in 2025 and
2026 respectively.

2023 2024 2025 2026

Billion € (reference year 2015)

2023 2024 2025 2026
Percentage changes from previous year

Volume (chain-linked series)

Agriculture, forestry and fishing 4.42 4.55 4.55 4.55 - 27 + 3.0 + 0.0 + 0.0
Manufacturing including mining and quarrying 72.39 69.13 69.13 70.17 - 23 - 45 + 0.0 + 1.5
Electricity, gas and water supply, waste

management 10.21 9.80 9.85 9.95 + 8.1 - 40 + 0.5 + 1.0
Construction 16.34 15.75 15.83 16.09 - 75 - 3.6 + 0.5 + 1.6
Wholesale and retail trade 39.88 39.08 39.31 39.94 - 57 - 20 + 0.6 + 1.6
Transportation 18.69 18.41 18.50 18.69 - 25 - 1.5 + 0.5 + 1.0
Accommodation and food service activities 10.70 10.75 10.86 11.07 + 54 + 0.5 + 1.0 + 1.9
Information and communication 16.10 16.43 16.51 16.67 + 3.0 + 20 + 0.5 + 1.0
Financial and insurance activities 16.85 17.87 17.96 18.20 - 8.1 + 6.1 + 0.5 + 1.3
Real estate activities 31.33 31.49 31.64 31.90 + 0.5 + 0.5 + 0.5 + 0.8
Other business activities! 36.20 35.51 35.80 36.44 - 07 - 1.9 + 0.8 + 1.8
Public administration? 59.89 60.79 60.79 61.10 + 22 + 1.5 + 0.0 + 0.5
Other service activities? 8.92 8.87 8.92 9.00 + 4.7 - 0.5 + 0.5 + 1.0
Total gross value added* 340.92 337.78 339.05 343.12 - 12 - 0.9 + 0.4 + 1.2
Gross domestic product at market prices 381.39 378.09 380.28 384.98 - 10 - 0.9 + 0.6 + 1.2

Source: WIFO, Stafistics Austria. 2025 and 2026: forecast. — ! Professional, scientific and technical activities; administrative and support service activities
(NACE M and N). - 2 Including 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). — 4 Before deduction of subsidies and attribution of taxes on

products.

The change in the credit
regulation should be
particularly positive for
the construction sector
in 2026.
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3.3 Industrial production likely to stagnate
in 2025

The Austrian manufacturing sector is sfill
mired in a recession with no end in sight. The
production index showed a downward
frend until October 2024, and the assess-
ments of manufacturing companies are pre-
dominantly pessimistic according to the
WIFO-Konjunkturtest. The majority of compa-
nies expect production to decline in the
coming months. The crisis in industry is also
reflected in investment in machinery and
equipment: according to the WIFO-Konjunk-
turtest, the majority of companies in most
sectors anticipate a reduction in investment
activity in 2025. According to the WKO Eco-
nomic Barometer, most of the companies
surveyed currently cite the replacement of
existing equipment as the main motive for
planned investments.

Value added in manufacturing fell sharply in
2024 (-4.5 percent) and is not expected o

increase in 2025 either. Industry is not ex-
pected to contribute to growth again until
2026.

3.4 Construction will not benefit from less
restrictive lending until 2024

2024 was the second difficult year in a row
for the Austrian construction industry since
key interest rates were raised to curb infla-
tion. Construction investment is likely to have
contracted significantly again in 2024, alt-
hough it stabilised somewhat over the
course of the year. Residential construction
remains at the centre of the crisis, while non-
residential construction (industrial construc-
tion, commercial construction, civil engi-
neering) improved again in summer 2024. As
the employment data shows, the downturn
is increasingly spreading to the ancillary
construction sector, which is now feeling the
effects of the slump in residential construc-
tion with a time lag.
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Table 7: Productivity

2021 2022 2023 2024 2025 2026

Percentage changes from previous year

Total economy

GDP, volume + 4.8 + 53 - 1.0 - 0.9 + 0.6 + 1.2
Employment! + 2.4 + 2.7 + 1.0 + 0.0 + 0.3 + 0.8
Production per person employed + 2.3 + 2.5 - 20 - 09 + 0.2 + 0.4
Hours worked per person employed? + 2.5 - 03 - 0.1 - 1.0 - 0.1 + 0.1
Hourly productivity? - 02 + 2.8 - 1.9 + 0.1 + 0.4 + 0.3
Manufacturing

Gross value added, volume +10.9 + 6.7 - 1.8 - 4.5 + 0.0 + 1.5
Employment! + 0.6 + 23 + 1.2 - 1.2 - 04 + 0.4
Production per person employed +10.2 + 4.3 - 29 - 33 + 0.4 + 1.1
Hours worked per person employed? + 43 - 0.8 - 03 - 0.6 - 04 - 03
Hourly productivity? + 5.6 + 5.1 - 26 - 28 + 0.8 + 1.4

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

— 1 Employees and self-employed, National Accounts

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

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 +
Real?

Gross - 0.1 -
Net - 08 -

Wages and salaries per hour worked?
Real, net? - 40 =

Wage share, adjusted4 62.4

Unit labour costs, nominal®
Total economy
Manufacturing

- 0.5 +
- 6.5 -

Effective exchange rate — manufactured goods?
Nominal + 0.6 =
Real + 0.2 -

4.9 + 6.9 + 7.8 + 3.4 + 2.5

3.4 - 0.9 + 4.7 + 1.1 + 0.5

2.7 - 05 + 4.6 + 1.2 + 0.4

2.4 - 0.5 + 5.9 + 1.3 + 0.4
Percent

62.1 63.6 66.6 67.8 67.9

Percentage changes from previous year

2.1 + 8.4 + 9.0 + 3.1 + 21
0.4 + 9.7 +12.9 + 3.8 + 07
[E5) + 1.9 + 1.0 + 0.0 + 05
1.8 + 3.4 + 1.1 - 0.3 + 0.2

Source: WIFO, Statistics Austria. 2025 and 2026: forecast. — ' National Accounts definition (jobs). — 2 Deflated by
CPI. -3 National Accounts definition. — 4 Compensation of employees relative to GDP at factor cost, adjusted for
the share of employees in total employment (persons according to national accounts). — 5 Labour costs in rela-
fion 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.

Sentfiment in the construction industry re-
mains weak, although there were signs of a
bottoming out in autumn. However, noticeo-
ble growth is not expected until the course
of 2025. In non-residential construction, par-
ficularly in other building construction, invest-
ment activity is expected to remain low for
the time being due fo the weak economy.
The housing and construction package
passed by the National Council in spring
2024 should stimulate investment in residen-
fial construction in 2025. The amendment to
the Regulation on Real Estate Financing
Measures in Credit Institutions (KIM-V), which
was passed in summer 2024, is likely to
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provide positive impetus in 2026 in particular,
as the easing of property financing will ini-
fially stimulate property purchases and only
subsequently revitalise construction. As a re-
sult, construction value added will barely
grow in 2025 and only moderately in 2026.

3.5 Unemployment on the rise

The persistent economic weakness is also
weighing on the Austrian labour market. Em-
ployment rose only slightly in 2024. Particu-
larly in industry and construction, the num-
ber of employees has fallen sharply. In the
area of labour leasing, which is particularly
sensitive fo economic cycles, the slowdown

The unemployment rate
will rise further in 2025
and is not expected to
fall again until 2026.
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in economic momentum has already been
reflected in a year-on-year decline in em-
ployment since November 2022. Employ-
ment in the distributive frades also fell in
2024, while the number of persons employed

Table 9: Labour market

in public administration in the broad sense

(NACE 2008, sections O to Q) and in some

service sectors increased compared to the
previous year.

2021 2022 2023 2024 2025 2026

Change from previous year in 1,000

Demand for labour
Persons in active employment!
Employees!
National employees
Foreign employees
Self-employed?

Labour supply

Population of working age
15 to 64 years

Labour force?

Labour surplus
Unemployed
Unemployed persons in fraining

Unemployment rate
As a percentage of total labour force (Eurostat)4
As a percentage of total labour force
As a percentage of dependent labour force

Labour force?
Persons in active dependent employment!
Unemployed

Persons (in 1,000)

+ o+ o+ o+ o+

+ 19.0

96.9 +1162 + 480 + 90 + 170 + 410
90.4 +110.2 + 448 + 70 + 140 + 350
281 + 229 - 90 - 170 - 140 - 80
624 + 874 + 538 + 240 + 280 + 430
65 + 60 + 32 + 20 + 30 + 60
54 + 4846 + 369 - 25 - 203 - 221

+ 476 + 557 + 370 + 350 + 280
779 - 686 + 77 + 280 + 180 - 13.0
132 - 08 + 10 + 50 - 40 - 10

Percent

6.2 4.8 5.1 5.2 54 5.2
7.2 5.6 5.7 6.3 6.6 6.3
8.0 6.3 6.4 7.0 7.4 7.0

Percentage changes from previous year

04 + 10 + 12 + 08 + 07 + 06
25 + 30 + 12 + 02 + 04 + 09
-190 -207 + 29 +103 + 60 - 41
331.7 263.1 270.8 298.8 316.8 303.8

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 fo the
Federation of Social Insurances. — 3 Persons in active employment plus unemployed. — 4 Labour Force Survey.

The decline in economic output will be
partly offset by a decline in working hours;
working hours per employee are expected
to have fallen by around 1 percent in 2024.
The loss of jobs in industry and construction,
which are dominated by full-time work, will
dampen average working hours in the over-
all economy. These compositional effects
are also overlaid by a decline in overtime
and a trend increase in part-time work. The
volume of hours worked fell in almost all sec-
tors in 2024.

Unemployment, on the other hand, in-
creased significantly. According to the no-
tional calculation method, the average un-
employment rate for 2024 was 7.0 percent,
a good 2 percentage point higher than in
the previous year. An increase in unemploy-
ment with hardly any growth in employment
was last observed in the years 2012 to 2015.
This is typical of periods of stagnation or
weak real GDP growth, as the increase in
the potential labour force is then not ab-
sorbed by a corresponding increase in

employment. This trend will confinue in 2025,
with the unemployment rate rising further
and not falling again until 2026. The longer-
term frend of declining working hours is ex-
pected to overshadow the economic re-
covery; working hours per employee are
therefore not expected to increase until the
end of 2026. This is reflected in a slight in-
crease in productivity in both forecast years.

3.6 Inflation continues to fall

Inflation has eased significantly since the be-
ginning of 2023 and fell to below 2 percent
in autumn 2024 due to the sharp drop in en-
ergy prices, especially mineral oil products.
Consumer prices are estimated to have risen
by 3 percent on average in 2024. However,
prices for services still rose by well over 4 per-
cent.

A noticeable increase in energy prices is ex-
pected in early 2025 as the electricity price
brake expires, energy taxes on electricity
and natural gas return to their normal levels
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and subsidies for green electricity come of the year. However, the slowdown in wage

back into force. In addition, network growth should dampen inflation over the
charges and the COz price will be in- course of the year. Consumer prices are ex-
creased. This will push consumer price infla- pected to rise by an annual average of

tion back up o 2'2 percent af the beginning 2.3 percent in 2025 and 2.0 percent in 2026.
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