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Austria: Crucial summer for recovery
Even though Austria has managed to come out of the lockdown faster
than most other eurozone countries, the upcoming vacation period
will be key for the pace of the recovery

Source: Shutterstock

Austrian Chancellor
Sebastian Kurz

Austria was among the first European countries hit by Covid-19.

According to some experts, one of the famous ski resorts was considered as a super-spreader
event in February. In reaction to the Covid-19 outbreak, the government took strict lockdown
measures, not only closing borders but also shutting down economic and social life.

The economy contracted by some 2.5% QoQ in the first quarter,
we currently expect another contraction by more than 10% QoQ
in the second quarter

While the downturn in the first quarter was still relatively muted, the high dependency on tourism
and industrial production should not only lead to a severe economic slump in the second quarter
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but could also place a cap on the pace of the rebound in the second half of the year. While the
economy contracted by some 2.5% quarter on quarter in 1Q20, we currently expect another
contraction by more than 10% QoQ in the second quarter. For the entire year, the economy could
shrink by more than 8% before rebounding by some 6% in 2021. The fact that Austria was the very
first eurozone country lifting the lockdown measures, with shops, restaurants and schools all being
open again, should support the rebound.

The unemployment rate has almost tripled from some 4% at the
start of the year to currently more than 12%

Despite short-term work schemes, unemployment has surged. Prior to the crisis, Austria had one
of the lowest unemployment rates of all eurozone countries but as the crisis hit the service and
tourism industry significantly, with a high share of freelancers or small enterprises, the
unemployment rate almost tripled from some 4% at the start of the year to currently more than
12%, at least according to national measures. The Eurostat unemployment rate could double in
the course of the year.

Initially, fiscal stimulus mainly focused on stabilising the economy, with some 38bn euro (10% of
GDP). In mid-June, the government decided on an additional package of around 12bn euro. While
the initial package consisted of guarantees, loans, reduced VAT rates for restaurants and hotels as
well as short-term work schemes, the new package consists of measures aimed at supporting the
recovery. The most significant elements are a one-off top-up payment to unemployment benefits
of 450 euros spread over three months, cutting the lowest income tax bracket to 20% from 25%,
and a tax break for company investments of up to 14%.

While Austria managed to come out of the lockdown faster than most other eurozone countries,
the return to normality will not be without hurdles. The dependency on global supply chains and
tourism are clear hurdles to the recovery. Particularly, the upcoming summer vacation period will
be key for recovery. Even though borders within the EU are open again, the crucial question is
whether social distancing and the risk or fears of a second virus wave play a substantial role in the
recovery. 

The Austrian economy in a nutshell (%YoY)

Source: Thomson Reuters, all forecasts ING estimates
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.
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