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Avustria is in its Third Year of Recession
Economic Outlook for 2025 and 2026

The decline in industrial production in the euro area, which has been observed since the be-
ginning 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 conirast, consiruction and consumer demand are trending
upwards. The inflation rate 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 robust given the dura-
tion and severity of the recession, although unemployment will continue to rise in 2025. WIFO
expects GDP to fall by 0.3 percent in 2025. The Austrian economy will pick up speed again in
2026 (+1.2 percent).

"The domestic economy will overcome the longest recession in the Second Republic by mid-
2025. The intensity of the recovery depends primarily on the uncertain international environ-
ment", says Marcus Scheiblecker, one of the authors of the current WIFO Economic Outlook.

The Austrian economy suffered another setback last year. After a decline of -1 percent in 2023,
GDP contracted again sharply by 1.2 percent. The downturn even accelerated in the second
half of the year. The unfavourable environment confinues to weigh on domestic industry. The
resilience of many industries will still be severely tested in 2025. From the middle of the year,
however, the economic activity in the EU should regain momentum and export demand 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 output 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 bottom out in the first half of 2025. The housing initiative
adoptedin 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 decrease moderately. Against this backdrop,
construction should provide a boost to the total economy in 2026.

Apart from construction, real investment will decline again in 2025 as low capacity utilisation
will continue to result in replacement rather than expansion investments.

The household savings rate, which rose sharply last year, will gradually be reduced in 2025,
allowing for slight growth in private consumption despite the negative impact of the austerity
package.
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Figure 1: Recessions in Austria since 1995
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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: Stafistics Austria, WIFO. Forecast from the first quarter of 2025).

In 2024, the inflation rate fell sharply to 2.9 percent (according to the CPIl). However, the pace
of decline is likely to slow significantly in the current year. Due to the expiry of the electricity
price brake, higher network charges and increased COz2 pricing, the inflation rate rebounded
at the beginning of 2025 and will decline only slowly over the course of the year. It is expected
fo average 2.7 percent in 2025 and 2.1 percent in 2026.

Notwithstanding the prolonged recession, employment increased slightly in 2024, which is also
expected for 2025. However, the number of hours worked per job fell significantly in 2024, re-
sulting in a confraction in the volume of hours worked. This frend will continue in 2025. Only next
year dependent employment will pick up again by 0.8 percent, which means that the volume
of hours worked will also rise. The unemployment rate will increase slightly to 7.3 percent in 2025
and fall only slightly in 2026 (7.1 percent).

Due to the weak business cycle and the high deficit in the previous year, the savings in public
budgets will not be sufficient to push the deficit below the 3 percent markin 2025. It is expected
to amount to 3.3 percent of GDP and, despite the improved economic activity, will rise to
3.5 percent of GDP in the coming year due to the planned stimulating measures.

The decline in greenhouse gas emissions confinues in 2025 (-1.8 percent), but less dynamic
thanin the previous year (-2.8 percent). On the one hand, industrial production shrinks less and
on the other hand, emissions in 2024 were curbed by the mild winter. Although ongoing decar-
bonisation frends will reduce emissions in 2026, industrial production will pick up again, reducing
the decline in emissions to —1.4 percent.
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Table 1: Main results

2021 2022 2023 2024 2025 2026
Percentage changes from previous year
Gross domestic product, volume + 4.8 + 53 - 1.0 - 1.2 - 03 + 1.2
Manufacturing +10.9 + 6.7 - 1.8 - 55 - 3.0 + 23
Wholesale and retail frade + 4.5 + 0.7 - 57 - 1.7 + 0.0 + 1.4
Private consumption expenditure!, volume + 4.8 + 4.9 - 0.5 + 0.1 + 0.2 + 1.4
Consumer durables? + 6.4 - 4.5 - 54 + 0.6 T 03 + 1.5
Gross fixed capital formation, volume + 6.0 + 0.4 - 3.2 - 34 - 0.7 + 1.8
Machinery and equipment3 + 7.7 + 1.9 + 2.4 - 1.8 - 1.6 + 1.9
Construction + 4.1 - 13 - 93 - 54 + 0.5 + 1.6
Exports, volume + 9.5 +10.0 - 04 - 43 - 0.9 + 1.7
Exports of goods, fob +12.4 + 6.0 - 04 - 59 - 15 + 1.0
Imports, volume +14.1 + 7.1 - 4.6 - 50 - 0.2 + 2.1
Imports of goods, fob +14.8 + 3.0 - 74 - 7.1 - 12 + 2.0
Gross domestic product, value + 6.8 +10.3 + 5.6 + 1.8 + 2.2 T Tl
bilion € 406.23 448.01 473.23 481.94 492.37 508.50
Current account balance as a percentage of GDP 1.7 - 0.9 1.3 2.2 1.9 1.4
Consumer prices + 2.8 + 8.6 + 7.8 + 2.9 + 2.7 + 2.1
GDP deflator + 1.9 + 4.8 + 6.6 + 3.1 + 2.4 + 2.0
General government net lending,

Maastricht definition as a percentage of GDP - 5.7 - 33 - 26 - 4. - 33 - 35
Persons in active dependent employment4 + 2.5 + 3.0 + 1.2 + 0.2 + 0.3 + 0.8
Unemployment rates 8.0 6.3 6.4 7.0 7.3 7.1
Command-basis GDP per capitas + 3.8 + 1.1 - 1.9 - 0.9 - 0.6 + 0.9
At-risk-of-poverty rate’ percent 148 14.9 15.4 15.5 16.0 16.0
Income quintile share ratio? rafio 4.3 4.3 4.5 4.5 4.5 4.6
Greenhouse gas emissions? + 4.7 - 6.0 - 59 - 28 - 1.8 - 14
Million t CO2 equivalents  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, Environ-
ment Agency Austria. 2025 and 2026: forecast. — ' Including non-profit institutions serving households. — 2 WIFO calcu-
lation based on the shares of consumer durables according to the domestic concept. — 3 Including weapons systems
and other investment. — 4 Excluding persons in valid employment contract receiving child care benefit or being in
military service. — 5 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 disposa-
ble income below the at-risk-of-poverty threshold (60 percent of the national median equivalised disposable in-
come). From 2023: forecast. — 8 S80/520: ratio of total equivalised disposable income received by the population liv-
ing in private households in the top income quintile to that received by the population in the bottom quintile. From
2023: forecast. — ¢ 2023: estimate according to Environmental Agency Austria. From 2024: forecast.

Vienna, 27 March 2025

For further information, please contact on Thursday, 27 March 2025, from 11 a.m. o 2 p.m.,
Mag. Dr. Marcus Scheiblecker, Tel. (1) 798 26 01 — 245, marcus.scheiblecker@wifo.ac.at

For definifions, see "Methodological notes and brief glossary", https://www.wifo.ac.at/wp-
content/uploads/2024/01/WIFO-BusinessCyclelnformation-Glossary.pdf
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