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Austria: It’s all systems go!

Austrian growth is robust, helped by good old-fashioned fiscal stimulus

Source: Shutterstock

Broad-based growth

All signs are pointing to an ongoing and robust Austrian growth story; the Austrian economy is
likely to have hit the 3%-mark in 2017, a level last seen ten years ago. Political quarrels are
largely off the table and the new government has already started working. Growth is broad-
based, driven by strong domestic and foreign influences, and it's also helped by a buoyant
upturn in consumption, industry and investment. And that strong momentum is set to
continue throughout 2018.

Article | 18 January 2018 1



THINK economic and financial analysis

Robust growth performance is set to continue

—— GDP growth YoY (%)

The new political landscape

Looking at the economic impact of the new Austrian government, a good old traditional fiscal
stimulus is in the making. Since December the new coalition between the centre-right Austrian
People’s Party (OVP) and the far-right Freedom Party (FPO) is in place. Some measures for the
next five years have already been announced, such as a tax bonus of 1,500 Euros per child per
year and tax relief for smaller and middle-income groups, by lowering the unemployment
insurance contribution.

Around 900-thousand low-income earners should benefit, gaining on average €311 a

year. However, other measures such as rising working hours up to 60 hours a week, are more
of a double-edged sword. That could contribute to a stronger growth performance but will also
focus the discussion on social aspects of the labour market. The alignment of family allowance
abroad as well as a reform of unemployment benefits still poses some questions. Nevertheless,
we expect the Austrian economy to continue its current strong performance going into 2018,
helped by the governmental fiscal stimulus.
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Further upside for GDP growth
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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 requlation 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 BRO00341) 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 www.ing.com.
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