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Press release

Economic Outlook for 2019 and 2020:
Economy Set to Stabilise from Mid-2019

Under the impact of sluggish global trade, industrial activity in Austria has moved to a
downward trend. On major export markets, demand for Austrian manufactures
nevertheless proves resilient (USA, CEEC). The temporary setback in German motor
car production and its repercussions on Austrian suppliers are gradually subsiding,
and the USA-China trade conflict has eased. Moreover, continued solid demand for
services helps sustain overall economic activity. Annual average GDP growth in
Austria is expected to slow from 2.7 percentin 2018 to 1.7 percentin 2019; from the
middle of the year, demand and oufput are set to stabilise, with growth in 2020
staying around 1.8 percent.

From a dynamic upturn, Austria's output cycle reached a peak in mid-2018, with industrial pro-
duction now heading down. Going forward, optimistic and pessimistic expectations by manu-
facturers broadly balance out, while those of construction firms and service providers are more
upbeat. Already in 2018, many firms curbed investment, stockbuilding and imports. During the
second half of 2019, the downward frend should ebb, with adverse factors becoming partly
offset and policy worldwide taking counter-cyclical action.

Sluggish global frade and weakening industrial production in Germany currently dampen ex-
ports and domestic manufacturing output growth. The adverse impact from world trade is lim-
ited, however, by the fact that it largely results from the bilateral USA-China conflict. The pro-
duction shortfall in the German motor car industry that had been triggered by the backlog in
certification procedures in autumn 2018, had negative repercussions for domestic suppliers of
components; the latter account for about one-seventh of total goods exports fo Germany.
Other branches have been less affected and part of the losses on the German market will be
recuperated. Though slackening during 2019, exports will still provide a positive contribution to
GDP growth, notably thanks to robust demand from the USA for capital goods and buoyant
activity in Central eastern Europe.

Domestic private consumption increasingly becomes the main pillar of the business cycle.
Wage settlements for 2019 slightly above the longer-term average and moderate fiscal stimulus
(via the new "family bonus") strengthen household purchasing power, benefiting mainly the
demand for services. Thanks to the high labour intensity of the service sector, overall employ-
ment remains upward bound over the projection period, despite some job losses in manufac-
furing. Unemployment is expected to keep falling only in 2019, whereas in 2020 job creation is
unlikely to remain strong enough for a further decline. Steady employment growth will boost
tfax revenues that should outpace government spending (due to low pressure from major items
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like debt service cost or retirement benefits), allowing the general government balance to
move to a small surplus.

Table 1: Main results

2015 2016 2017 2018 2019 2020
Percentage changes from previous year

Gross domestic product, volume + 1.1 + 2.0 + 2.6 + 2.7 + 1.7 + 1.8
Manufacturing + 1.3 + 3.5 + 4.8 + 47 + 1.5 + 2.0
Wholesale and retail frade + 1.9 + 1.2 + 1.1 + 1.1 + 1.3 + 1.6

Private consumption expenditure!, volume + 04 + 1.4 + 1.4 + 1.6 + 1.7 + 1.7
Consumer durables + 1.9 + 30 + 05 - 14 -05 + 25

Gross fixed capital formation, volume + 23 + 43 + 39 + 3.3 + 23 + 1.8
Machinery and equipment2 + 4.3 + 7.8 + 42 + 3.7 + 28 + 2.4
Construction + 0.1 + 04 + 3.5 + 28 + 1.8 + 1.2

Exports, volume + 3.5 + 2.7 + 4.7 + 4.4 + 3.1 + 3.6
Exports of goods, fob + 3.5 + 2.1 + 4.9 + 5.1 + 3.1 + 4.0

Imports, volume + 3.6 + 34 + 51 + 2.8 + 2.5 + 3.0
Imports of goods, fob + 4.1 + 32 + 42 + 2.7 + 2.6 + 3.4

Gross domestic product, value + 3.3 + 3.5 + 3.8 + 4.4 + 3.8 + 3.7

bilion € 344.26 356.24 369.90 386.09 400.66 415.47

Current account balance as a percentage of GDP 1.7 2.5 2.0 2.0 1.9 1.8

Consumer prices + 0.9 + 0.9 + 2.1 + 20 + 1.7 + 1.8

Three-month interest rate percent - 0.0 - 03 - 03 - 03 - 03 0.1

Long-term interest rate3 percent 0.7 0.4 0.6 0.7 0.7 1.8

General government financial balance,

Maastricht definition as a percentage of GDP - 1.0 - 1.6 - 08 0.0 0.4 0.7

Persons in active dependent employment4 + 1.0 + 1.6 + 2.0 + 2.5 + 1.6 + 1.1

Unemployment rate
Eurostat definitions 5.7 6.0 5.5 4.9 4.6 4.6
National definitions 9.1 9.1 8.5 7.7 7.3 7.3

Source: WIFO. 2019 and 2020: forecast. — ' Including non-profit institutions serving households. — 2 Including weapons

systems and other investment. — 3 10-year central government bonds (benchmark). — 4 Excluding persons in valid em-
ployment contract receiving child care benefit or being in military service. — 5 As a percentage of total labour force,
Labour Force Survey. — ¢ As a percentage of dependent labour force, unemployed persons according to Public Em-
ployment Service Austria.
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For further information please contact on Friday, 29 March 2019, between 1 p.m. and 4 p.m.
Stefan Schiman, MSc, Tel. 01 798 26 01/234, stefan.schiman@wifo.ac.at

For definitions used see "Methodological Notes and Short Glossary",
https://www.wifo.ac.at/wwadocs/form/WIFO-BusinessCyclelnformation-Glossary.pdf
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