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Business cycle

International environment Inflation decline and interest rate cut improve
outlook for 2025
Forecast
2022 2023 2024 2025
(GDP, change in %) 2022 | 2023 Rev.” | 2024 Rev.” | 2025 Rev.”
Eurozone 33 07 07 11 GDP (real, change in %) 53 | -10 05 10
Germany 18 03 00 10 Inflation (CP!, in %) 8.6 78 2.9 22
France 2,5 0,7 11 1.2 Unemployment rate (in %) 6.3 6.4 7.0 7.2
Italy 40 0,9 0,8 1,1 1) Revision since last report
Spain 5,8 2,5 2,7 1,6
UK 44 01 09 09 m WeakAustrian economy with slight improvement trend
USA 19 25 26 13 The weakness of the manufacturing industry in Austria continues and has
Japan 10 19 01 10 spread to various service sectors. After the slight increase of 0.2% compared to
the previous quarter at the beginning of the year, GDP stagnated in 2Q24. At
2021 2022 2023 2024e the beginning of autumn, although sentiment in all sectors of the economy
(annual average) remains in pessimistic territory, there are first signs that the decline in inflation
USD per euro 1,18 105 108 1,09 is beginning to support consumption. According to a first estimate, the Austrian
CHF per euro 108 101 097 096 economy grew by 0.3% in 3Q24 and should be able to continue this moderate,
GBP per euro 086 085 087 085 albeit still very uneven, upward trend, supported by real wage increases and the
JPY per euro 1297 1380 1519 1628 easing of monetary policy. After the renewed decline in GDP in 2024 by an
estimated 0.5%, we expect real GDP to increase by 1% in 2025.
0il (USD/barrel) 69 98 82 80 m Unemployment to rise in 2024, stabilization in 2025
Due to the weak economic development, especially in industry and
10y Gov.bond (A) -027 161 3,08 286 construction, unemployment continues to rise. In October, the seasonally
3m Euribor 055 034 343 357 adjusted unemployment rate was 7.2%. On an annual average, we expect an
unemployment rate of 7.0% in 2024. The situation on the labor market is likely
Source: UniCredit to deteriorate further for the time being and only stabilise with the
improvement of the economy in the course of 2025. For 2025, we expect the
unemployment rate to rise further slightly to 7.2%. Despite the increase,
however, the unemployment rate will be lower than in 2019, before the start of
the corona crisis, as the labor supply is expected to increase only slowly for
demographic reasons.
m Inflation back below 2% yoy
Inflation has fallen significantly since the beginning of the year and is expected
to be only 1.8% in October, dampened by the decline in energy prices. Around
the turn of the year, inflation is expected to rise slightly above the 2% mark,
partly due to the abolition of the electricity price brake. We expect an inflation
rate of only 2.9% on averade for 2024. For 2025, we expect inflation in Austria
to fall to an average of 2.2%.
m Interest rate cut cycle has accelerated
The weak economic outlook and lower inflation expectations have increased
pressure on the ECB to continue with interest rate cuts faster than planned. As
a result, the deposit rate was cut again by 25 basis points in October, bringing
the total to 75 basis points since June. For December, we expect the ECB to
lower interest rates by another 25 BP. For 2025, we expect key interest rates to
be reduced by 100 BP, with the deposit rate at 2% likely to have reached its
Author: Walter Pudschedl final level in the current interest rate cycle as early as September. Due to the
UniCredit Bank Austria AG ‘ unfavorable economic outlook and the imminent economic policy changes in
gg?ﬁsocmh:fjp%‘a':"zalrk"’t Analysis Austria the US, the possibility of lowering key interest rates below the neutral level of
1020 Vienna around two percent — i.e. a slight expansionary monetary policy course by the
Telephone +43 (0)50505-41957 ECB — has even increased.

Fax +43 (0)50505-41050
E-Mail: econresearch.austria@unicreditgroup.at

as of November 2024.
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CONSUMPTION ENABLES SLIGHT GDP GROWTH IN THE THIRD QUARTER 2024

GDP

(real change, yoy in %)
6 53
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m GDP fell by 1.0% in 2023, according to the latest calculation by
Statistics Austria. Economic development continues to be heavily
impacted by weakness in industry and construction, despite initial
positive signals in the third quarter.

ECONOMIC SENTIMENT STABILIZES AT LOW LEVEL

Confidence indicators (standardised)
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m Economic worries in industry and construction are also weighing on.
sentiment in the service sectors. In general, economic sentiment
stabilized at a low level in October.

ECONOMIC FORECAST

2017 2018
GDP (real, yoy in %) 2,3 2,5
Industrial output (real, yoy in %) 42 42
Private consumption (real, yoy in %) 2,0 1,1
Investments (real, yoy in %) K 4,2 4,4
Inflation rate (change agdainst prev. year in %) 2,1 2,0
Unemployment rate (national definition) 8,5 7,7
Employment (chande adainst prev. year in %) ") 2,0 2,5
Public-sector balance (in % of GDP) -0,8 0,2
Total public debt (in % of GDP) 79,1 74,6
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m The lower inflation holds out the prospect of a moderate recovery of
the domestic economy by strengthening consumption. Growth
should also be supported by the easing of monetary policy and the
reversal of the inventory cycle.

UniCredit Bank Austria Business Indicator
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m The UniCredit Bank Austria Business Indicator continues to signal a
weak economic development. In October, the indicator even fell
slightly to minus 2.5 points.

Forecast
2019 2020 2021 2022 2023 2024 2025
1,8 -6,3 48 5,3 -1,0 -0,5 1,0
0,1 71 11,0 6,1 -11 -3,0 1,0
0,5 -8,5 4,2 5,0 -0,5 0,0 13
43 -5,3 6,0 0,4 -3,2 -3,0 1,6
1,5 1,4 2,8 8,6 7,8 2,9 2,2
7,4 9,9 8,0 6,3 6,4 7,0 7,2
1,6 -2,0 2,5 3,0 1,2 0,1 0,2
0,5 -8,2 -5,7 -3,3 -2,6 -3,5 -3,5

71,0 83,2 82,4 78,4 78,6 80,6 82,3

*) Gross fixed capital formation **) excl. maternity/paternity leave, military service and training programmes

Source: Statistik Austria, WIFO, LSEG Datastream, EU Commission, UniCredit
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UNCERTAINTIES WEIGTH ON THE RETAIL SECTOR STABILISATION AT LOW LEVEL IN CONSTRUCTION
Retail sales Construction sector
115 145
- Construction output (real, gepsonally adj.,
110 140 2010=100)
—— 12 months average
105 135
M 130
100
125
95
= Retail sales, real (seasonally adj., 2010=100) 120
90 = 12 month average 115
85 110
01/21 07/21 01/22 07/22 01/23 07/23 01/24 07/24 01/21 07/21 01/22 07/22 01/23 07/23 01/24 07/24
m After a mixed summer, retail sales stabilized again at the beginning m Output fell by an average of around 1.5% in 2023. Following an
of autumn. In the first nine months of the year, retail sales were at intensification of the slump at the start of the year, the situation in
least at the previous year’s level in real terms. construction appears to be stabilizing. From January to September

2024, however, there was a real drop in production of 2.0%:

PERSISTENT PROBLEMS IN THE INDUSTRY

Industry UniCredit Bank Austria Purchasing Managders' Index
140 70 70
135 65 65
60 60
130 55 55
125 50 50
120 45 45
Industrial production (real, seasonally adj., 2010=100) 20 20
12 months average
115 35 seasonally adjusted not adjusted 35
110 30 30
01/21 07/21 01/22 07/22 01/23 07/23 01/24 07/24 01/21 07/21 01/22 07/22 01/23 07/23 01/24 07/24
m In 2023, industrial production fell by an average of 1.9% in real m In October, the UniCredit Bank Austria Purchasing Manaders' Index
terms. After the ondoing slump since the beginning of the year, decreased somewhat. At 42.0 points, the indicator is well away from
industrial production in the first nine months of 2024 was even 4 the 50-point mark, which would signal growth in industry.
percent below the previous year's figure in real terms.
SURPLUS IN FOREIGN TRADE INCREASES, CURRENT ACCOUNT BALANCE CONTINUES TO IMPROVE
Exports and imports Current account balance
(monthly data, in EUR million) (in % of GDP)
20 000 Goods I Services
19000 4 mmm Primary income Secondary income 4
3 —@— Current account 3
18 000
17 000 e e
16 000 ! !
15000 0 0
14 000 5 -1 -1
oo ¢ impor, and 2 2
12 000 pors 53 porty. -3 3
01/21 07/21 01/22 07/22 01/23 07/23 01/24 07/24 2021 2022 2023 2024 2025
M Foreign trade is weakening. In the first eight months of 2024, exports B Following the increase in the current account balance to 1.3 percent
of goods fell by 4.4 percent compared to the previous year. Imports of GDP in 2023, we expect a further improvement in 2024, based
fell by 8.9 percent, partly due to lower energy prices. on the movement of goods, supported by the price development of

energy imports.

Source: Statistik Austria, WIFO, OeNB, S&P Global, UniCredit

UniCredit Research Page 4



Austria Up-to-date

Labor market, inflation,
public budget

s Bank Austria

wember of % UniCredit

INFLATION AMOUNTED TO 1.8 PERCENT YEAR-ON-YEAR IN OCTOBER 2024 ACCORDING TO THE FLASH ESTIMATE

Inflation
(with effects resulting from goods contained in the basket)
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m According to preliminary estimates by Statistics Austria, inflation in
October was again 1.8 percent year-on-year, dampened mainly by
the low oil price.

BURDENS ON THE LABOUR MARKET CONTINUE TO INCREASE

Labor market
4000 Unemployed (absolute, s.a., right scale)
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m The seasonally adjusted unemployment rate was 7.2 percent in
October, the highest level in three years. Despite the weak economy,
however, the upward trend remains very subdued due to a moderate
increase in the labor supply.
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m In the next few months, we expect inflation to remain around 2
percent year-on-year, supported by a slowdown in the second-round
effects in the service sector.
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m After an unemployment rate of 6.4 percent in 2023, we expect an
increase to an average of 7:0 percent in 2024. The increase is
expected to continue in 2025 in view of the weak economy.

BUDGET DEFICIT AND TOTAL PUBLIC DEBT TREND UPWARDS IN 2024

Tax revenues
(average monthly revenues, 2019=100)
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m In the first nine months, revenues increased by 3.7 percent thanks to
the good development of wade and income tax. However, expenses
rose by over 13 percent. The net financing requirement therefore
rose to over 15 billion. Euro.

B The budget implementation so far suggests an increase in the
budget deficit clearly above the Maastricht limit of 3 percent of
GDP for 2024. As a result, the total debt ratio will also increase.

Source: Statistik Austria, BMF, UniCredit
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Data

"202172022"2023 w23 124 u2sa m2a " 05/247 06/24” 07/24” 08/24" 09/24” 10/24
UniCredit Bank Austria Business Indicator 42 -02 -2,8 -39 26 -20 -24 -1,7 -2,2 -2,6 -2,4 -2,3 -2,5
GDP growth (gog, annualized) 48 53 -10 -2,1 08 -02 1,2
Confidence Indicator eurozone manufacturing 10 5 -6 -9 -9 -10 -11 -10 -10 -11 -10 -11 -13
Germany 17 12 -8 -11 -10 -10 -11 -18 -17 -19 -20 -23 -23
France 0 -2 -8 -9 -6 -8 -7 -9 -8 -10 -5 -7 -15
Italy 6 2 -4 -8 -7 -7 -8 -7 -8 -8 -8 -9 -9
Netherlands 6 4 -2 -5 -4 -3 -3 -2 -2 -3 -2 -3 -4
Spain 1 -1 -7 -8 -5 -6 -3 -6 -6 -4 -4 -1 -8
UniCredit Bank Austria Eurozone Confidence Indicator
Manufacturing 11 6 -7 -12 -12 -13 -14 -13 -12 -14 -14 -16 -17
UniCredit Bank Austria Purchasing Managers' Index (PMI) 61,7 52,9 42,1 420 42,7 445 434 46,3 43,6 43,1 44,4 42,8 42,0
New orders 59 45 37 384 408 451 426 47 45 42 45 41 41
New export orders 58 45 38 402 415 445 411 48 42 42 43 38 38
Output 58 50 44 43,0 43,8 46,5 44,1 49 44 45 44 43 41
Confidence indicator Austria manufacturing, total 10,3 2,2 -132 -190 -17,1 -18,1 -22,1 -155 -225 -206 -220 -236 -204
Industrial production
Change adainst previous year (in %) 11,0 61 -11 -3,8 -5,0 -4.4 -2,5 -54 -4.2 -2,9 -2,8 -1,8
Change adainst previous month (seasonally adjusted, in %) -15 0,3 0,0 0,6 0,6
Foreign trade
Exports (yoy change in %) 161 176 31 13 -34 -6,0 -9,5 -6,7 59 -9,2
Exports (mom changg, s.a. in %, 3-MMAV) 0,4 04 1.2 -2,7
Imports (yoy in %) 236 206 -58 -144  -143 -9,0 -10,8 -114 0,6 -6,1
Imports (mom, s.a.. in %, 3-MMAV) 2,1 -2,6 15 -0,2
Ex-Im (12 months cumulated, EUR billion) -112 -199 -108 -2,0 36 52 44 52 6,1 56
Construction
Confidence indicator 08 34 42 -74 -6,8 -7,7 -81 -7,5 -8,0 -83 -8,0 -81 -7,7
Retail trade
Confidence indicator -64 -111 -239 212 -173 -137 -138 -15,2 -12,6 -14,7 -12,8 -13,8 -15,6
Retail trade nom. (change adainst previous vear in %) 5,1 8,2 29 0,7 3,6 0,5 2,7 2,3 -2,9 34 3,5 1,1
Retail trade nom. (changde against previous year in %, 3mav.) 2,3 0,5 0,9 13 2,7
Retail trade real (chande adainst previous year in %) 30 -08 -35 -34 0,3 -1,3 15 0,5 -4,3 2,0 2,2 0,2
Retail trade real (chg. against prev. month in %, s.a., 3mav.) 0,5 -0,7 0,2 0,5 0,4
Automobile trade nom. (chande adainst prev. year in %) 166 -05 118 8,7 5,0 2,8 -2,2 -3,7 4,2 -7.4
Tourism
Overnight stay (chande adainst previous year in %) 1164 3921 113 51 5,6 -3,7 -14 15,0 -6,2 -0,1 3,3 -74
Labor market
Employment*) (change adainst previous year in %) 2,5 3,0 12 0,7 0,2 0,3 0,2 0,3 0,1 0,3 -0,1 0,3 0,3
Employment (s.a., chande adainst previous month in %) -0,11 0,06 -0,01 -0,16 0,18 0,01
Unemployed (chande adainst previous year in “000) -779 -68,6 7.7 17,6 28,8 26,2 26,3 25,0 24,7 24,7 26,2 27,9 29,1
Unemployment rate (in %, s.a.) 8,0 6,3 6,4 6,6 6,8 7,0 7,1 7,0 7,0 7,1 7,1 7.2 7,2
Prices
CPI (change against previous year in %) 2,8 8,6 7.8 54 43 33 2,3 3,3 3,0 29 2,3 18 18
HCPI (change adainst previous year in %) 2,8 8,6 7.7 5.2 4,1 3,3 2,4 33 3,1 29 24 18 1,8
Crude oil (in USD per barrel) 688 984 816 83,9 815 84,7 78,5 83,0 82,7 83,8 78,8 72,9 75,2
Crude oil (in EUR, change against previous year in %) 59,2 622 -155 -9,5 -1,7 10,0 -84 10,1 11,2 6,9 -83  -239 -17,7
Financial market
3M Euribor -055 0,34 343 3,96 3,92 3,81 3,56 3,81 3,72 3,68 3,55 3,43 317
10-year government bonds (yield in %) -027 161 3,08 3,12 2,81 3,00 2,81 3,02 3,04 2,98 2,76 2,69 2,74
USD per euro 1,18 105 1,08 108 109 108 110 1,08 1,08 1,08 1,10 111 1,09
Total loans (changde adainst previous vear in %, eop) 6,6 50 0,7 0,7 038 0,5 0,6 0,5 0,3 0,2
Consumption loans (change adainst prev. year in %, eop) 5,6 36 -19 -19 -1,7 -15 -19 -15 -1,5 -14

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

Source: UniCredit Research
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MONEY MARKET AND LONG-TERM INTEREST

Euro money market 10y Government bond (yield)
(in %) (in %)
e 3-months Euribor Repo
50 4,0 spread A-GE (right scale) 4,0
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1,0 - v 05 05
0,5 -Marginal lending facility }i 00 00
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STOCK MARKETS
USA - Eurozone Germany - Austria
Dow-Jones 20000 i 6 500
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36 000 6 500 18000 5500
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FX TRENDS
USD per euro SFR per euro
1,25 1,25 1,25 1,25
1,20 1,20 1,20 1,20
1,15 1,15
1,15 1,15
1,10 1,10
1,10 1,10
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1,05 1,05
1,00 1,00
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0,95 0,95 0,90 0,90
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Source: Refinitiv Datastream, UniCredit
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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 to: econresearch.austria@unicreditgroup.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
knowledge 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 cannot be guaranteed. There is a possibility that the investor will not get 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 knowledde, risk appetite, financial circumstances and financial loss
tolerance) and carry out a product-specific suitability test.

We would like to point out that the tax treatment depends on the personal or company circumstances of the investor and that the
information on tax advantades is provided on the basis of the current legal situation, which may be subject to future changes and
for which no information can be given as to whether they will be continued.

IMPRINT
Disclosure according to Sections 24 and 25 of the Austrian Media Act (Mediengesetz - MedienG):

Published by:

UniCredit Bank Austria AG

1020 Vienna, Rothschildplatz 1,

which is also the media owner.

Business objective: credit institution pursuant to Section 1 (1) of the Austrian Banking Act (Bankwesengesetz)

Persons authorised to act on behalf of the media owner (Management Board):
Ivan Vlaho, Daniela Barco, Héléne Buffin, Dieter Hengl, Emilio Manca, Marion Morales Albifiana-Rosner, Svetlana Pancenko,
Wolfgang Schilk.

Supervisory Board of the media owner:
Gianfranco Bisagni, Aurelio Maccario, Livia Aliberti Amidani, Christoph Bures, Richard Burton, Adolf Lehner, Judith Maro, Herbert
Pichler, Eveline Steinberger, Doris Tomanek, Roman Zeller.

Interests held in the media owner pursuant to Section 25 of the Austrian Media Act:

UniCredit S.p.A. holds 99.996% of the shares in the media owner (key details of the shareholder structure of UniCredit S.p.A. are
available at https://www.unicreditgroup.eu/en/governance/shareholder-structure.html).

“Betriebsratsfonds des Betriebsrats der Angestellten der UniCredit Bank Austria AG, Region Wien” (the Employees’ Council Fund of
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