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Werner Holzl, JUrgen Bierbaumer, Michael Klien, Agnes Kigler

e Economic sentiment has recently been better across all sectors than it was in the spring. Economic
expectations brightened significantly in goods production and services, but remained at a low level.

e The WIFO-Konjunkturampel (economic traffic light) signalled a cautious recovery in July.

e Business uncertainty declined compared with April.

e Although capacity utilisation increased compared with the previous quarter, order books remained

subdued.

e "Insufficient demand" remains the most frequently cited obstacle to business activity across all sectors.
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The WIFO-Konjunkturtest conducts a quarterly survey to assess how the competitive position of
Austrian industrial companies has changed. The change is presented as a net figure: the
proportion of companies reporting that their competitive position has improved over the last
three months is subtracted from the proportion of those reporting a deterioration (Source:
WIFO-Konjunkturtest, seasonally adjusted).
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"The self-assessment

of manufacturing
companies’
competitive position
remains predominantly
pessimistic. While there
has been a slight
improvement in terms
of competitiveness in
EU markets, the
assessment has hardly
changed in markets
outside the EU."
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Business Sentiment Remains Subdued Despite Improvements. Results of the WIFO-Konjunkturtest Quarterly Survey of July 2026

The results of the July survey point to a slight improvement in business sentiment, albeit at a low level. Business expectations
improved compared to the previous quarter, particularly in the manufacturing and services sectors, but remained largely
sceptical. Despite the ongoing war in Iran, business uncertainty and selling price expectations declined compared to April,

whilst capacity utilisation improved slightly. However, order books remained stagnant, and the "insufficient demand" was
cited across all sectors as the most prevalent obstacle to business activity.
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Economic expectations
have recently improved
in most sectors, but re-
main sceptical in ser-
vices, the production of
goods and, above dll, in
the retail sector.

2 WIFO-Konjunkturtest

The results of the WIFO-Konjunkturtest (busi-
ness cycle survey)! for July 2026 (start of the
third quarter) show a slight improvement in
the business sentiment of Austrian compa-
nies compared with spring: the WIFO Busi-
ness Climate Index rose by 2.1 points quar-
ter-on-quarter, but at -3.8 points remained
1.4 points below the previous year's Fig-

ure (Table 1). The index of current situation
assessments gained 1.9 points compared
with April, but at -3.1 points remained below
the zero line that separates negative from
positive economic assessments. Business ex-
pectations improved by 2.5 points

to —4.4 points.

The sectoral economic indicators vary in
terms of their levels and changes compared

T The WIFO-Konjunkturtest is a monthly survey of Aus-
frian companies regarding their current economic sit-
uation and developments over the coming months.
Once a quarter, the questionnaire for the WIFO-Kon-
junkturtest is expanded to include additional questions
("quarterly questions") which provide relevant infor-
mation on the economic climate but are not included
in the monthly indices of the WIFO-Konjunkturtest. The
latest results of the WIFO-Konjunkturtest are available
on the WIFO website (https://www.wifo.ac.at/en/

with the previous quarter. In the manufactur-
ing sector, the WIFO Business Climate Index
improved by 3.0 points compared with April.
However, at —-6.7 points, the July Figure con-
finues to reflect a sceptical mood. The man-
ufacturers of durable goods surveyed re-
main particularly pessimistic in their assess-
ments of the current situation. Although the
corresponding sub-index rose by 3.5 points
compared with April, it still stood clearly in
negative territory at —7.7 points. The rise in
the index of business expectations was
somewhat weaker (+2.6 points compared
with April); at =5.9 points, these expectations
also remained sceptical. Since the start of
2026, industrial companies' assessments of
changes to their competitive position in

publications/wifo-konjunkturtest) and on the WIFO
Economic Analysis page (https://www.wifo.ac.at/
research/thematic-platforms/economic-trends-and-
forecasts/ or www.konjunkturtest.at). Hélzl and
Schwarz (2014) provide an overview of the WIFO-
Konjunkturtest. Detailed results for the sub-sectors of
goods production and the services sector can be
downloaded as a graphical appendix from the pro-
ject homepage.
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foreign markets have varied: whilst their

competitive position in the EU single market
improved slightly from a low base, there was

Figure 1: WIFO Business Climate Indices
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Source: WIFO-Konjunkturtest (business cycle survey), seasonally adjusted.
Table 1: Indices of the WIFO-Konjunkturtest (business cycle survey)
2025 2026 2026
July October January April May June July July
Index poinfs Change
compared
to April
(previous
quarter)
Total economy
WIFO Business Climate Index - 24 - 1.5 - 05 - 58 - 50 - 50 - 38 + 2.1
Index of current business situation - 29 - 23 - 1.2 - 50 - 3.6 - 39 - 3.1 1.9
Index of business expectations - 1.6 - 04 0.0 - 69 - 67 - 62 - 44 2.5
Manufacturing
WIFO Business Climate Index - 99 - 72 - 6.2 - 97 - 70 - 84 - 67 3.0
Index of current business situation - 154 - 120 - 10.0 -11.2 - 6.5 - 77 - 7.7 3.5
Index of business expectations - 4.5 - 24 - 22 - 8.5 - 79 - 9.1 - 59 2.6
Construction
WIFO Business Climate Index 2.6 4.2 - 1.5 2.9 6.5 5.0 5.0 + 2.1
Index of current business situation 3.5 4.1 - 20 - 33 3.0 - 1.1 3.1 6.4
Index of business expectations 1.7 4.4 - 09 9.2 10.0 10.9 6.8 - 24
Services
WIFO Business Climate Index 1.2 1.3 3.6 - 49 - 50 - 3.4 - 3.1 1.8
Index of current business situation 1.4 1.1 3.4 - 27 - 30 - 22 - 26 0.1
Index of business expectations 1.2 1.8 &3 - 74 - 73 - 5.1 - 35 3.9
Retail frade
WIFO Business Climate Index - 34 - 4.6 - 27 - 73 - 9.1 - 114 - 57 + 1.6
Index of current business situation 3.8 1.4 2.0 0.0 - 34 - 246 2.9 3.0
Index of business expectations - 10.7 - 10.6 - 7.2 - 147 - 15.1 - 20.2 - 143 0.4

Source: WIFO-Konjunktfurtest (business cycle survey).

WIFO M Reports on Austria

WIFO-Konjunkturtest

3



4

WIFO-Konjunkturtest

In the construction sector, the WIFO Business
Climate Index climbed by 2.1 points to

5.0 points and stood above the zero line.
Since the previous quarter, construction
price expectations — which are factored into
the business expectations index — have sta-
bilised again. This is the main reason for the
decline in the expectations index

(2.4 points to 6.8 points). Employment ex-
pectations and expectations regarding con-
struction activity rose, but remained at a low
level2. By confrast, construction companies'
assessments of the current situation im-
proved significantly (+6.4 points to

3.1 points).

In the services sector, the indices were una-
ble to recover from the marked declines of
the previous quarter. Although the WIFO
Business Climate Index rose by 1.8 points
compared with April, it remained in nega-
tive territory at =3.1 points and was 4.3 points
below the previous year's Figure (July 2025:
1.2 points). The index of current situation as-
sessments remained virtually unchanged
from the previous quarter (+0.1 points

to 2.6 points); the index of business

Figure 2: Sales price expectations

expectations rose by 3.9 points but re-
mained below the zero line at -=3.5 poinfts.

The economic indices for the retail sector,
calculated by WIFO on the basis of surveys
conducted by KMU Forschung Austria,
gained some ground quarter-on-quarter. In
July, the WIFO Business Climate Index stood
at -5.7 points, 1.6 points higher than the Fig-
ure for April 2026. The index of current situa-
tion assessments rose by 3.0 points quarter-
on-quarter and stood at 2.9 points, in posi-
tive territory. Retailers' significantly subdued
expectations improved only slightly recently
(+0.4 points to —14.3 poinfts).

The longer-term frend in the WIFO Business
Climate Indices reflects the recovery from
the COVID-19 crisis, the economic slowdown
resulfing from the energy price shock and
the war in Ukraine lasting into the winter of
2022-23, the downturn in spring and summer
2023, which hit the production of goods par-
ticularly hard, and the recent slow stabilisa-
tion through to early 2026. Since spring, the
effects of the war in Iran have been weigh-
ing on business senfiment (Figure 1).
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Source: WIFO-Konjunkturtest (business cycle survey), seasonally adjusted.

The energy price shock triggered by the war
in Iran caused selling price expectations to
rise across all sectors in the spring (Figure 2),
although the all-time highs recorded during
the supply bottlenecks following the COVID-
19 pandemic and the energy price crisis re-
sulting from the war in Ukraine were not
reached again. Most recently, a return to
normality has been observed. In the WIFO-
Konjunkturtest, companies' selling price ex-
pectations are presented as net figures, i.e.
as the difference between the proportion of

2 The net balance of construction price expectations
fell by 10 points between April and July, whilst

positive responses (rise in selling prices) and
the proportion of negative responses (fall in
selling prices) out of all responses. They
range from —100 to +100 points. Across the
economy as a whole, the balance stood at
23.5 points, 8.6 points below the April 2026
Figure and once again noticeably below
the average for the last five years

(29.7 points). The sharpest decline in selling
price expectations was seen in the construc-
tion sector (-10.9 points compared with April
2026 to 21.2 points), but the other sectors

employment and construction activity expectations
rose by 6 and 5 points respectively over the same pe-
riod.
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also reported sharp declines (services turing —10.4 points to 20.4 points, re-
—7.2 points to 24.2 points, manufac- tail 8.4 points to 32.1 poinfts).

Indices of the WIFO-Konjunkturtest

The indices of the WIFO-Konjunkturtest are calculated at sector level for manufacturing, the construction industry, services
and the retail sector. The surveys are conducted monthly by WIFO (manufacturing, construction and services) and KMU For-
schung Austria (retail). The "macroeconomic indices" are calculated on the basis of the sectoral indices using a weighting
system (weights: services 0.5, manufacturing 0.3, construction and retail frade 0.1 each). The summary WIFO Business Climate
Index aggregates two sub-indices, which are reported separately:

e the index of current situation assessments is based on monthly surveys assessing the current situation and developments
over the past three months. It is designed as a concurrent index which, solely due to its early availability (around two
months before the latest official statistics are published), leads the official business cycle stafistics.

¢ the business expectations index summarises those monthly questions relating to developments in the months following the
survey. It is designed as a leading indicator.

Details of the indices are provided by Hélzl and Schwarz (2014).

1. Economic traffic light signals cautious stabilisation

Using a Markov regime switching model, the e Inthe "red area" (deterioration), the

WIFO-Konjunkturampel (economic traffic probability is less than one-third that the
light) calculates the probability that the cur- current index value represents an im-
rent values of the indicators in the WIFO- provement compared with the previous
Konjunkturtest correspond to an improve- measurement point.

ment or deterioration in economic assess- e Between the "green" and "red" areas lies
ments compared with the previous period the "indifference area". In this case, the
(Glocker & Holzl, 2015)3. The calculated frend in economic assessments cannot
probability can fall into one of three catego- be clearly categorised.

ries, collectively referred to as the "eco-

nomic traffic light": In July 2026, the model estimated the proba-

bility of being in an improvement phase at
e Inthe "green area" (improvement), there 0.39. As a result, the WIFO-Konjunkturampel
is a probability of over two-thirds that the turned yellow, having shown red in the three
change in the current index values com- months prior. However, this cautious stabili-
pared with the previous measurement sation remains fraught with risks.
point reflects an improvement in eco-
nomic assessments.

Figure 3: WIFO-Konjunkturampel (economic traffic light)
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Source: WIFO-Konjunkturtest (business cycle survey). The WIFO-Konjunkturampel for Austria shows the monthly
probability for the phases "improvement in economic assessments” ("green area") and "deterioration in eco-
nomic assessments"” ("red area"). In the indifference area, the development of economic assessments cannot
be clearly classified.

3 'Deterioration' is defined as the opposite of the state 'improvement' (¢) is 1 minus the probability of being in
"improvement": the probability of being in the state the state "deterioration” (p =1 -g).
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Business uncertainty de-
clined noticeably across
all sectors, despite the
ongoing war in Iran.

6 WIFO-Konjunkturtest

2. Employment expectations remain subdued

The economic senfiment, which remains
mixed, is also reflected in employment ex-
pectations. These are surveyed across all
sectors in the WIFO-Konjunkturtest and, for
the first fime in this issue, are also described
in the WIFO-Monatsberichte (monthly re-
ports). Employment expectations are also
presented as net figures, i.e. as the differ-
ence between the proportion of positive re-
sponses (increase in the number of employ-
ees in the company) and the proportion of
negative responses (decrease in the number
of employees) out of all responses. They
range from —-100 to +100 points.

Compared with the previous quarter, em-
ployment expectations improved in July in
the construction sector (+5.7 points

to —7.8 points, five-year average —4.3 points)
and in the manufacturing sector (+3.0 points

Figure 4: Employment expectations

Total economy
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— — = Manufacturing

to -8.2 points, five-year average —3.8 points).
As the medium-term trend (Figure 4) shows,
the outbreak of the Iran war had left its mark
on employment expectations in both sec-
tors. Improvements have only become ap-
parent in recent months. In the retail sector
and, in particular, in the services sector, em-
ployment expectations reacted with a de-
lay and have not yet shown any marked re-
covery. In the retail sector, they improved
only slightly in July (+0.8 points to —7.9 points;
five-year average —4.7 points). In the ser-
vices sector, they were even slightly more
pessimistic than in the previous quarter

(0.1 points to —4.6 points; five-year average
7.8 points). Across the economy as a whole,
the net balance of employment expecta-
tions stood at —6.4 points, 1.5 points higher
than in the previous quarter but well below
the five-year average of 1.8 points.
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Source: WIFO-Konjunkturtest (business cycle survey).

3. Business uncertainty is declining

Since the 1980s, WIFO has been using ifs
business survey to gauge companies' per-
ceptions of uncertainty regarding the future
business climate, which influences invest-
ment and employment decisions (Glocker &
Holzl, 2022). In May 2021, the wording of the
relevant question was amended as part of
its inclusion in the Joint Harmonised EU Pro-
gramme of Business and Consumer Surveys
(European Commission, 2023). Furthermore,
the question on uncertainty has since been
asked monthly rather than quarterly (Fig-
ure 5).

The indicator of uncertainty regarding the
future business situation ranges from 0 (no
uncertainty) to 100 (highest uncertainty).

October 2023

January 2024
April 2024
July 2024
October 2024
January 2025
April 2025
July 2025
October 2025
January 2026
April 2026
July 2026

The war in Iran and the associated energy
price shock caused business uncertainty to
rise from March 2026 onwards. In recent
months, the situation has eased once again.
In the manufacturing sector, the uncertainty
indicator stood at 64.7 points, 5.4 points be-
low the April Figure and also below the aver-
age for the last five years (66.1 points). In the
construction sector, uncertainty fell by

4.3 points compared with April 2026 and, at
63.7 points, was slightly above the long-term
average (61.3 points). The service sectors re-
ported a smaller decline in uncertainty

(1.4 points to 56.5 points; long-term aver-
age 57.0 points). In the retail sector, uncer-
tainty fell by 0.6 points to 60.1 points; the in-
dicator thus also stood below the long-term

WIFO B Reports on Austria



average (62.7 points). For the economy as a compared with April; long-term average
whole, the Figure for July (early in the third 60.8 points).
quarter of 2026) was 60.1 points (-2.8 points

Figure 5: Business uncertainty indicator
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Source: WIFO-Konjunkturtest (business cycle survey), not seasonally adjusted. 0 . . . no uncertainty, 100 . . . high-
est uncertainty.

4. Slight improvement in overall capacity utilisation

Capacity ufilisation is an important eco- was just below the long-term average . -
nomic indicator, particularly in sectors char- (90.1 percent). A slight increase was re- O;{erall Caiqc"; u1||]s::-
acterised by high capital intensity and high ported in the production of goods (+0.5 per- fon rose by ol
capacity adjustment costs (Holzl et al., centage points to 81.2 percent; long-term Slight '"?feffes were
2019). It is therefore measured in all sectors average 81.7 percent). In the construction frecfon.:led '? 1= gmnuc;
except the retail trade as part of the WIFO- sector, capacity utilisation also rose by 1::(:”;:15?[3(:3::5:3;
Konjunkturtest. Overall capacity utilisation 0.5 percentage points compared with April ’
(excluding the retail sector) stood at to 80.3 percent, but remained significantly

85.6 percent in July 2026, which was slightly below the long-term average of 82.9 per-
higher than in the previous quarter (+0.2 per-  cent. Given the persistent economic weak-

centage points; long-term average: ness of recent years, the increase in capac-
86.5 percent). In the services sector, capac- ity utilisation could be partly attributable to
ity utilisation remained virtually unchanged an adjustment in production capacity.

quarter-on-quarter and, at 89.4 percent,

Figure 6: Capacity utilisation by sector
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Source: WIFO-Konjunkturtest (business cycle survey), seasonally adjusted.
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WIFO-Konjunkturtest

5. Order books remain below average despite a slight improvement

Companies in the manufacturing, construc-
fion and services sectors are surveyed
monthly as part of the WIFO-Konjunkturtest
regarding their current order books4. Com-
panies can rate these as "more than ade-
quate", "adequate"” or "inadequate". Figure 7
shows the proportion of companies that
rated their order books as "more than suffi-
cient" or "sufficient". In the manufacturing
sector, assessments of order books improved
by 2.5 points compared with April 2026 to

Figure 7: Order backlogs

59.6 points (five-year average: 63.1 points),
whilst in the construction sector they rose by
5.6 points to 72.5 points (five-year average:
77 .4 points). In the services sector, by con-
trast, the indicator fell slightly by 0.2 points
(July 2026: 66.2 points; five-year average:
72.0 points). In the economy as a whole (ex-
cluding the retail sector), assessments of the
order situation remained below average de-
spite a slight increase (+1.3 points; July 2026:
64.7 points; five-year average: 69.6 poinfs).
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Source: WIFO-Konjunkturtest (business cycle survey). Proportion of companies rating their order books as at

least "sufficient".

Figure 8: Development of order backlogs and expected development of foreign order

backlogs in manufacturing

Orders in the past three months
Expected export orders in the next three months

responses as a percentage point

Balance between positive and negative

IIl. Qu. 2021
I. Qu. 2022
II. Qu. 2022
lIl. Qu. 2022
IV. Qu. 2022
I. Qu. 2023
Il. Qu. 2023
. Qu. 2023

IV. Qu. 2021

Source: WIFO-Konjunkturtest (business cycle survey).

4 Due to a change in the harmonised questionnaire
for the European business surveys, the confirmed pro-
duction duration in the construction sector and in the

IV. Qu. 2023

I. Qu. 2024
II. Qu. 2024
. Qu. 2024

IV. Qu. 2024

I. Qu. 2025
II. Qu. 2025
IIl. Qu. 2025

IV. Qu. 2025

I. Qu. 2026
II. Qu. 2026
IIl. Qu. 2026

production of goods is no longer recorded. Instead,
the monthly assessments of the total order book will
be reported in future.
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Once a quarter, WIFO surveys manufactur-
ers of goods in more detail regarding order
frends over the past three months and their
expectations for foreign orders. The re-
sponses are aggregated into net figures
based on the proportions of positive and
negative answers. As Figure 8 shows, order
books improved slightly to 1.1 points most

recently. Although expectations regarding
future foreign order levels brightened more
significantly (+5.5 points compared with
April), they remained in negative territory:
the pessimistic views, which anticipated a
decline in foreign orders over the coming
three months, outweighed the optimistic re-
ports by 2.0 percentage points.

6. Insufficient demand remains the main obstacle to business activity

The WIFO-Kojunkturtest collects data on a
quarterly basis on the main obstacles to
business activity faced by the companies
surveyed. Companies have the option of re-
porting no impediment to their economic
activity or selecting the main obstacle from
a predefined list:

¢ insufficient demand (services and goods
production) or lack of orders (construc-
tion sector),

e shortages of labour force,

e lack of space or capacity constraints
(services) or lack of materials and/or ca-
pacity (manufacturing and the construc-
tion sector),

¢ financial constraints, and

e otherreasons - this category includes not
only the impact of weather (construction
sector) but also other obstacles (e.g.
public health measures during the
COVID-19 pandemic).

In the construction sector, the obstacle "ad-
verse weather conditions" is also citeds.

In the economy as a whole (excluding the
retail sector), around 55 percent of compa-
nies reported disruptions to their business ac-
fivities in July 2026 (-1 percentage point
compared with April). Across the individual
sectors, companies faced obstacles to vary-
ing degrees. For instance, around 64 per-
cent of construction companies (-4 per-
centage points compared with April),

55 percent of service providers (-1 percent-
age point) and 52 percent of manufacturers
of goods (unchanged from April) reported
disruptions to their business or production
activities. In the retail sector, the proportion
of companies facing obstacles rose by

3 percentage points compared with the
previous quarter to 57 percent.

In the economy as a whole (excluding the
retail sector), the "insufficient demand" has
been the most frequently cited major obsta-
cle to business activity since October 2023
(July 2026: 26.8 percent of companies). The
second most common obstacle is the "short-
age of labour force" (14.7 percent). The

5 When calculating macroeconomic constraints, "ad-
verse weather" is classified under "other obstacles".
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"shortage of materials and/or capacity"

(3.5 percent) is now of only minor signifi-
cance compared with 2022 and 2023. In
July 2026, 3.3 percent of companies cited "fi-
nancial constraints" and 6.9 percent cited
"other obstacles" (Figure 9).

In the manufacturing sector, the "insufficient
demand" remained the most frequently
cited obstacle to production activity despite
a slight decline (July 2026: 27.0 percent of all
companies). The second most common ob-
stacle was the "shortages of labour force"
(14.5 percent), which has recently regained
in significance. Around 6.7 percent of manu-
facturers cited a "shortage of materials
and/or capacity" as the main obstacle,
around 1.3 percent cited "financial con-
straints” and 2.1 percent cited "other rea-
sons".

In the construction sector, too, "insufficient
demand" (24.6 percent) was the most fre-
quently cited obstacle in July, as in previous
quarters, ahead of "shortages of labour
force" (21.2 percent). As was the case at the
start of the year, "unfavourable weather" is
likely to have affected numerous construc-
tion companies (7.5 percent). 5.2 percent
cited "other obstacles", 3.8 percent "finan-
cial constraints" and 1.7 percent "shortages
of materials and/or capacity constraints” as
the main obstacle.

In the service sectors, "insufficient demand"
(July 2026: 26.3 percent) was the main ob-
stacle to business activity for the ninth con-
secutive time. This was followed by "short-
ages of labour force" (15.1 percent), "other
obstacles" (8.5 percent) and "financial con-
straints" (4.1 percent).

In the retail sector, obstacles to business ac-
fivity have been surveyed since July 2021. In
April 2026, 30.8 percent of the retailers sur-
veyed cited "insufficient demand" as the
main obstacle, 6.7 percent "shortages of la-
bour force", 5.7 percent "supply bottle-
necks", 5.5 percent "financial constraints"
and 8.1 percent "other obstacles".

Order books in the man-
ufacturing sector im-
proved slightly com-

pared with previous
quarters, but show little
momentum. Expecta-
tions regarding future
foreign orders also re-
mained sceptical, de-
spite a slight improve-
ment.

The "insufficient de-
mand" remains the most
significant obstacle to
business activity across
all sectors, ahead of the
"shortage of labour
force".
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Figure 9: Barriers to economic activity
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7. Summary

The results of the WIFO-Konjunkturtest for July
2026 show an improvement in business senti-
ment, albeit at a low level. Business climate
indices rose across all sectors; only in the
construction sector did the normalisation of
construction price expectations dampen
the expectations index. The WIFO-Konjunk-
turampel switched from red to yellow in July,
signalling persistent economic risks. Across all
sectors — the majority of companies re-
mained sceptical. Despite an improvement,
employment expectations remained
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