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Overview

DOMESTIC DEMAND RECOVERY SHOULD
PREVENT THIRD YEAR OF RECESSION

2023 | 2024 Rev’ | 2025 Rev” | 2026 Rev! !
{GDP (real, change in %) 10 | 09 O 03 O | 13 i
‘Inflation (CP), in %) 7.8 29 25 @ 19 :
{Unemployment rate (in %) 6.4 7.0 73 Q 73 L

El} Revision since last report

e Weak Austrian economy with slight improvement trend

The weakness of the manufacturing industry in Austria
continues and is weighing on various service sectors.
However, there are now signs of stabilization in the
construction sector. At the turn of the year 2024/25,
sentiment in all sectors of the economy remained in
pessimistic territory, but the first signs were emerging that
the decline in inflation was beginning to support
consumption. According to preliminary figures, Austrian
economic output stagnated in 4Q24. This resulted in a
decline in GDP of 0.9 % in 2024. Due to the more favorable
framework conditions, supported by real wade growth and
the easing of monetary policy, a slight upward trend should
begin in the course of 2025. We expect real economic output
to increase by 0.3% in 2025 and 1.3% in 2026.

e Unemployment rate is expected to average 7.3 % in
2025 and 2026

Due to the weak economic development, especially in
industry and construction, unemployment continues to rise.
The annual average unemployment rate in 2024 was 7.0%.
In January, the seasonally adjusted unemployment rate was
7.2%. The situation on the labor market is likely to deteriorate
further for the time being and only stabilize with the
improvement of the economy at the beginning of 2026. For
2025, we expect the unemployment rate to average 7.3%. We
expect this level to stabilize in 2026. The situation continues
to be favored by a subdued development of the labor supply
for demographic reasons.

e  Budget deficit increased to around 4% of GDP in 2024

According to preliminary figures, the federal budget deficit
rose to 3.9 % of GDP in 2024. This means that a significantly
higher budget deficit than in 2023 can also be expected for
the general government at 4 % of GDP. To reduce the budget
deficitin 2025 below the Maastricht limit of 3 percent of GDP,
an austerity package of 6.4 billion euros or 1.3 percent of GDP
for 2025 was put together in the coalition negotiations
between the FPO and the OVP. This would have put the goal
within reach. After the failure of the coalition negotiations,
this austerity package is also unlikely to be implemented.
Without a valid budget resolution for 2025 by parliament, the
automatic provisional budget applies, i.e. the updating of the
previous year's budget in compliance with the specified
payment ceilings. However, financial debts can only be
incurred up to half of the maximum amount provided for in
the BFG 2024, which could lead to a liquidity bottleneck for
the state by mid-2025 at the latest.

Even with the austerity package, total public debt would have
risen further to over 82 percent of GDP in 2025. We assume

that restrictive fiscal measures will still be adopted by
parliament in the coming months, but our current forecasts
for (new) debt are to be seen as lower limits in view of current
developments.

e Inflation up at the beginning of 2025 as expected

Inflation has fallen significantly over the course of 2024 and
was within the ECB's target range for the fourth consecutive
month in December at 2.0%. At the turn of the year, inflation
rose to 3.3 % year-on-year, fueled, among other things, by the
abolition of the electricity price brake. After an average of
2.9% in 2024, we expect inflation in Austria to fall to an
average of 2.5% in 2025 and to 1.9% in 2026.

e  Further rate cuts expected by the ECB

As expected, the ECB has started 2025 with a further interest
rate cut of 25 basis points. In view of the calming of inflation,
we expect the easing of monetary policy in the euro area to
continue. By the end of 2025, we expect key interest rates to
be cut by a further 100 basis points, so that the deposit rate
should reach its final level of 1.75 percent in the current
interest rate cycle.

{ International Environment
‘ Forecast

2023 2024 2025 2026
(GDP, change in %)

Eurozone 0.7 0.7 0.9 1.2
Germany -0.3 -0.2 0.7 1.2
France 0.7 i1 0.7 12
Italy 0.9 0.5 0.8 1.0
Spain 2.5 3.2 1.8 19
UK 0.1 0.8 1.0 14
USA 25 2.8 2.2 2.3
Japan 19 0:1 1:0 0.9

2021 2022 2023 2024
(annual average)

USD per euro 1.18 1.05 1.08 1.08
CHF per euro 1.08 1.01 0.97 0.95
GBP per euro 0.86 0.85 0.87 0.85
JPY per euro 129.7 1380 1519 16338
Oil (USD/barrel) 69 98 82 80
10y Gov. bond (A) -0.27 1.61 3.08 2.83 |
3m Euribor -0.55 0.34 3.43 357

Source: UniCredit Bank Austria
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According to current figures, The Austrian economly stagnated at the end of 2024
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According to the first official estimate, GDP shrank by 0.9 Lower inflation holds out the prospect of a recovery of the
percent in 2024, after the Austrian economy had already economy for 2025 by strengthening consumption. Growth
fallen by 1 percent in 2023. should also be supported by the easing of monetary policy
and the reversal of the inventory cycle.
Slight improvement in sentiment in industry and the service sector at the beginning of 2025
Sentiment indicators (standardized) UniCredit Bank Austria Business Indicator
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Whlle sentiment deteriorated in the construction industry, The UniCredit Bank Austria Business Indicator again

the situation in the service sector improved and pessimism signaled a weak economic development in January.

also decreased in industry, supported by an improved Nevertheless, the indicator improved slightly to minus 2.6
export environment. points.

Economic outlook

Forecast

2018 2019 2020 2021 2022 2023 2024 2025 2026

Real change yoy in %

GDP 25 18 -6.3 48 53 -1.0 -0.9 0.3 13
Industrial production 4.2 0.0 -71 11.0 5.2 -1.2 -4.0 0.5 2.5
Private consumption 0.8 0.7 -76 48 49 -0.5 -0.2 0.9 14
Gross fixed capital formation 44 43 -5.3 6.0 0.4 3.2 25 16 19
Exports 5.2 40 -10.5 95 10.0 -0.4 -45 -1.0 25
Imports 5.1 2.4 -9.6 141 71 -4.6 -33 0.3 27
CPI change yoy in %) 20 15 14 2.8 86 7.8 29 25 19
Unemployment rate (in %, nat. def.) 77 7.4 9.9 8.0 6.3 6.4 7.0 7.3 7:3
Unemployment rate (in %, Eurostat def.) 5.2 48 6.0 6.2 48 51 5:2 55 5.5
Current account balance (in % of GDP) 0.8 2.4 3.4 17 -0.9 1.3 2.9 2.4 2.2
General Government balance (in % of GDP) 0.2 0.5 -8.2 5.7 -33 -2.6 -4.0 -2.9 2.7
Public debt (in % of GDP) 746 71.0 83.2 824 784 78.6 814 82.8 83.6

Source: UniCredit Bank Austria
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Signs of life from the retail sector at end of 2024

Retail trade
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After a mixed summer, retail sales stabilized at the
beginning of autumn and picked up towards the end of
2024. In 2024, there was an increase of 0.9% in real terms,
after a decline of 3.5% in 2023.

Persistent problems in the industry sector

Industry
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In 2024, industrial production fell by an average of 4.7% (in
real terms, working day adjusted), the second consecutive
decline after the minus of 1.2% in 2023.

Construction sector stabilized at a low level

Construction
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Construction output fell by an average of 2.6% in 2024 (real
working day adjusted). Contrary to the sentiment, the
weakness in the construction sector intensified toward the
end of the year.

UCBA Purchasing Manaders” Index
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In January, the UniCredit Bank Austria Purchasing Managers'
Index rose to 45.7 points. This means that the indicator is
still well away from the 50-point mark, which would signal
growth in manufacturing.

Foreign trade surplus increases, current account balance improves

Exports and imports
(monthly values, in EUR mn)
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Exports, s.a. — Exports (trend)

—— Imports, s.a. = |mports (trend)

Exports fell by 4.8 percent year-on-year in the first eleven
months of 2024, while imports fell by as much as 7.6
percent, mainly due to falling energy prices. The trade
balance thus turned significantly positive.

Current account balance
(in % of GDP)

Goods I Services
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Mainly due to a high surplus in the trade in goods, we expect
a noticeable increase in the positive current account balance
in 2024.

Sources: Statistik Austria, 0eNB, Macrobond, UniCredit Bank Austria
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According to the flash estimate, inflation in January 2025rose to 3.3 percent year-on-year

Inflation

(with effects resulting from goods contained in the

basket) Oth

12% er effects 12%
llg/o Food llg/o
1802 Housing, water, energy %9/0/“
8% Transport 8%
7% LCPI 7%
6% Q 6%
5% 5%
4% 4%
o ullllm. ;
1% ul |III..H -.!!.5. S L
-1% -1%

01/22 07/22 01/23 07/23 01/24 07/24 01/25

According to preliminary estimates by Statistics Austria,
inflation rose to 3.3 percent year-on-year in January, mainly
due to the end of subsidy measures (e.g. electricity price
brake).

Strain on the labor market continues to increase

Labor market

4000 400 000
Unemployed (absolute, s.a., rhs)

3950 350 000

3900 persons drrawing 300 000
maternity benefits, military service and

3850 oo training (in 1,000,s.a) [0 250 000

3800 SAHESEREREESEEER Rt R RtRt i at ittt 200 000

3750 150 000

01/22 07/22 01/23 07/23 01/24 07/24 01/25
The seasonally adjusted unemployment rate was 7.2
percent in January. The upward trend will continue, but will
be relatively subdued due to the only moderate increase in
labor supply

Buddet deficit and total debt trend upwards

Tax revenues
(monthly revenues, 2019=100)
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In 2024, payments rose by 0.4 percent to 101.6 billion
euros. Disbursements in the federal budget rose by more
than 10 percent to 120.7 billion euros. The net financial
balance climbed to 19.1 billion euros.
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After the significant increase at the beginning of 2025,

inflation will slowly ease again over the course of the year,
supported by a slowdown in the second-round effects in the
service sector.

Unemployment rate
(sgasonal adjusted in %))
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national definition

forecast

After an annual average unemployment rate of 7.0 percent
in 2024, we expect an increase to 7.3 percent in 2025,
which should stabilize at this level in 2026.

Public households
(in % of GDP)
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For 2024, we expect the general government buddget deficit
to have increased to 4 percent of GDP. This has also
increased the total debt ratio to over 80 percent of GDP.

Sources: Statistik Austria, 0eNB, UniCredit Bank Austria
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2022 2023 2024 124 1124 124 V24 08/24 09/24 10/24 11/24 12/24 01/25

UniCredit Bank Austria Business Indicator -03 -3.0 -26 29 22 27 -28 -2.7 -2.5 2.7 -2.5 -2.6 0.0

GDP growth (qog, annualized) 53 -10 -09 07 -09 -05 -01

Confidence Indicator eurozone manufacturing 5 -6 -11 -9 -10 -11 -13 -10 -11 -13 -11 -14 -13
Germany 12 8 -20 210 <11 11 14 -20 -23 -23 -23 -28 -25
France -2 -8 -8 -6 -8 -7 -12 -5 -7 -14 -9 -12 -11
Italy 2 -4 -8 -7 -7 -8 9 -8 -9 -9 -9 9 -8
Netherlands 4 2 3 -4 3 -3 3 2 -3 -4 2 2 -2
Spain -1 -7 -5 -5 -6 -3 -6 -4 -1 -8 -5 -5 -4

UniCredit Bank Austria Eurozone Confidence Indicator

Manufacturing 6 -7 -14 -12 -13 -14 -17 -14 -16 -17 -16 -19 -17
UniCredit Bank Austria Purchasing Managers' Index (PMI) 529 421 435 427 445 434 433 444 428 420 445 433 457
New orders 45 37 43 408 451 426 430 45 41 41 46 43 47
New export orders 45 38 & 415 445 411 411 43 38 38 42 43 47
Output 50 44 44 438 465 441 433 44 43 41 46 42 47
Confidence indicator Austria manufacturing, total 2.2 -132 -196 -17.2 -182 -220 -21.1 -21.9 -235 -203 -206 -224 -199
Industrial production
Chande adainst previous year (in %) 52 -l2 -47 50 43 30 64 -2.8 -34 5.3 -4.6 94
Chande adainst previous month (seasonally adjusted, in %) 03 -0.4 -1.7 0.0 -3.0
Foreign trade
Exports (yoy chande in %) 176 31 33 57  -18 -89 26 11 -147
Exports (mom changg, s.a. in %, 3-MMAV) 2.8 0.6 2.4 11
Imports (yoy in %) 206 58 -143 86 -39 -5.8 -6.6 35 -39
Imports (mom, s.a.. in %, 3-MMAV) -0.1 -1.5 0.3 277
Ex-Im (12 months cumulated, EUR billion) 400 -20 36 5.2 6.1 5.7, 6.3 56 34
Construction
Confidence indicator 90 -65 -14.2 -149  -140 -149 -129 -172 120 -148 92 -148 -169
Retail trade
Confidence indicator -110 239 -16.2 -173 <137 -137 177 -128  -138  -156  -183 191  -192
Retail trade nom. (change adainst previous year in %) 82 29 27 36 0.5 2.6 4.2 35 0.8 6.2 51
Retail trade nom. (chande adainst previous year in %, 3mav.) 13 26 35 41
Retail trade real (chande adainst previous year in %) 08 35 09 03 -13 14 3.0 2.2 -0.1 49 39
Retail trade real (chg. adainst prev. month in %, 5.3, 3mav.) 03 0.6 0.2 04
Automobile trade nom. (chande adainst prev. year in %) 05 118 00 5.0 28  -11 31 -74 0.1 86 -2.3
Tourism
Overnight stay (chande adainst previous year in %) 3921 113 20 56 37 12 76 33 -6.9 48 71 109
Labor market
Employment*) (chande adainst previous year in %) 30 12 02 0.2 0.3 0.2 0.2 -0.1 0.3 0.1 0.0 0.6 03
Employment (s.a., chande adainst previous month in %) -0.16 016 -0.07 0.02 027 -017
Unemployed (change adainst previous year in “000) 686 77 271 288 262 263 271 26.2 27.9 29.1 28.7 235 219
Unemployment rate (in %, 5.3.) 63 64 70 6.8 7.0 71 7.2 71 7.2 72 7.2 7.2 7.2
Prices
CPI (chande adainst previous year in %) 86 78 29 43 33 2.3 19 23 18 18 19 2.0 33
HCPI (change adainst previous year in %) 86 74 .29 41 33 24 ] 2.4 18 18 19 2.1 35
Crude oil (in USD per barrel) 984 816 797 815 847 785 738 788 729 753 731 731 778
Crude oil (in EUR, chande adainst previous year in %) 622 -155 -24 -17 100 -84 94 81 239  -176 9.1 -15 25
Financial market
3M Euribor 034 343 357 392 381 356 3.0 355 343 317 301 281 281
10-year government bonds (yield in %) 161 308 283 281 300 281 271 276 269 274 276 262 262
USD per euro 105 108 1.08 109 108 110 107 1.10 i b 1.09 1.06 1.05 1.05
Total loans (chande adainst previous year in %, eop) 50 07 07 0.8 0.5 0.6 0.7 0.2 0.6 0.8 13 0.7
Consumption loans (chande adainst prev. year in %, eop) 36 -19 -09 17 <15 10 -09 -14 -1.0 -1.0 -1.0 -09

*) excl. maternity/paternity leave, military service and training programs

Sources: Statistik Austria, 0eNB, UniCredit Bank Austria
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Money market and long-term interest

Euro money market ¢ | 10y Government bond
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Sources: Macrobond, UniCredit Bank Austria
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MORE TO READ

B We invite you to visit the economic analyses on Bank Austria’s website: www.bankaustria.at under "Direct access — Markets &
Research - Analyses & Research" in the section "Economic Research Austria" or directly at http://www.bankaustria.at/en/about-us-
publications-economic-research-austria.jsp.

If you would like to receive information on our most recent publications by e-mail, please subscribe to the newsletter Bank Austria
Economic News via e-mail: econresearch.austria@unicreditgroup.at.

AUTHORS

Walter Pudschedl, Senior Economist, UniCredit Bank Austria (walter.pudschedl@unicreditdroup.at)

LEGAL INFORMATION

These publications do not constitute investment advice, investment recommendations, marketing communications, or financial
analysis. In particular, they are not an offer or solicitation to buy or sell securities and do not constitute a solicitation to make such an
offer. They are intended solely as initial information and are no substitute for advice based on the individual circumstances and
knowleddge of the investor.

It is an analysis based on publicly available economic data. Despite careful research and the use of reliable sources, no responsibility
can be taken for completeness, correctness, timeliness and accuracy.

Any investment in securities involves risks. The value of the investment and the income from it may fluctuate suddenly and
substantially and therefore they cannot be guaranteed. There is a possibility that the investor will not receive back the full amount
invested, particularly if the investment is held for only a short time. In some circumstances, a total loss is also possible.

Possible (return) payments from the product may not protect investors against inflation risk. There can be no assurance, therefore,
that the purchasing power of the capital invested will not be affected by a general increase in the prices of consumer goods. Figures
and information on performance refer to the past and past performance is not a reliable indicator of future results.

Only in the context of an investment advisory service can UniCredit Bank Austria AG take into account the personal circumstances of
the customer (investment objectives, experience and knowleddge, risk appetite, financial circumstances and financial loss tolerance)
and carry out a product-specific suitability test.
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