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Austria: Economic weakness sets the
scene for this election year

The Austrian economy is starting this 2024 election year on a weak
footing. High inflation and declining international competitiveness
remain the key economic and political issues

The Austrian Chancellor Karl Nehammer with Italy's Giorgia Meloni in May last year

Austria has entered a recession and the outlook looks rather
bleak

After a contraction in the second quarter, the Austrian economy shrank by a further 0.5%
Quarter-on-Quarter in the third, entering a technical recession. Looking ahead, leading
indicators paint a mixed picture. Consumer confidence is slowly recovering but remains well
below the long-term average. Sentiment in industry worsened again in the last two months of
2023, while the services sector looked less negatively into the future at the end of the year.

There are plenty of signs that industry will continue to weigh on
economic output

One reason for the improvement in sentiment in services could be the surprisingly strong
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demand in the tourism sector. In last year's summer season, the number of overnight stays
totalled almost 81 million, an increase of some 4% on the previous year and 2.5% on the pre-
pandemic level. If this trend continues in the winter season, there should be some resistance to
the economic headwinds stemming from the struggling industrial sector. And there are plenty
of signs that industry will continue to weigh on economic output. In December, the order book
situation was as weak as we last saw in summer 2020 and there is still no sign of a trend
reversal in the inventory cycle. Poor external demand will put additional weight on Austrian
industry and exports.

Concerns about Austria's lack of competitiveness are growing

International competitiveness, or the lack thereof, has become a pressing problem for Austrian
industry. At the end of 2023, Austrian companies rated their own competitiveness outside the
EU lower than ever. Reasons for that are high inflation, labour shortages, high energy prices,
and faster wage growth than in the eurozone as a whole.

In the third quarter, wages and salaries rose by almost 7% YoY in Austria and by more than
20% compared to pre-pandemic levels. In the eurozone, wages and salaries increased by 5.6%
in 3Q 2023, or by 14% from pre-pandemic levels.

Concerns about Austria's competitiveness could become one of the dominant election issues.
Last week, the Minister of Economic Affairs proposed a gradual reduction in non-wage labour
costs (such as unemployment insurance contributions). As we head towards the national
elections this autumn, that sort of talk is likely to be only one part of the larger debate about
the underlying structural challenges and transitions the Austrian economy is facing, not least
on environmental issues, a lack of skilled workers and changing trade flows. Far-reaching
investments and incentives will be required to meet these challenges and mitigate further
losses in competitiveness.

So, given the persistently high level of uncertainty and the weakness in industry, which will
continue to dominate in the first half of this election year, don't expect any rapid reforms; the
Austrian economy is likely to stagnate in 2024, with risks clearly tilted to the downside.
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The Austrian economy in a nutshell

2022 2023F 2024F 2025F
GDP L9 -0.7 0.0 15
Private consumption L4 05 10 15
Investment 03 -10 03 20
Government consumption 29 01 0.4 10
Net trade contribution -0.1 -0.3 0.2 14
Headline CPI 8.6 78 29 21
Unemployment rate (%)) 48 49 45 4.4
Budget balance as % of GDP =32 -2.8 3 -10
Government debt as % of GDP 784 77.0 75.0 72.0
Source: Refinitiv Datastream, all forecasts ING estimates
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information purposes without regard to any particular user's investment objectives, financial situation, or means. /NG 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 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.

Article | 18 January 2024 3


mailto:Franziska.Marie.Biehl@ing.de
https://www.ing.com

