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e Austria's companies have recently taken a more sceptical view of the economic situation. The WIFO-
Konjunkturampel (economic traffic light) showed red again in July.

e Despite a sideways movement in the index, economic assessments manufacturing remain pessimistic.

e Economic uncertainty rose slightly in the economy as a whole, and was above average in the
manufacturing and construction.

e Economic capacity utilisation fell in July. Manufacturing and construction in particular have low
capacity utilisation rates.

e Asin previous quarters, many companies reported important hampering factors affecting their business
activities. "Insufficient demand" was in August the most frequently mentioned obstacle in all sectors.

e Sales price expectations fell further compared to April 2024.
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The WIFO-Konjunkturtest (business cycle survey) analyses the changes in the competitive
position of Austrian manufacturing companies on a quarterly basis. The change is shown by
means of balances: the proportion of companies that reported that their competitive position
has improved in the last three months is subtracted from the proportion of companies that
reported a deterioration (source: WIFO-Konjunkturtest, seasonally adjusted).
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In July, sceptical economic assessments once again predominated. Index declines were particularly evident in the assess-
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Situation assessments
deteriorated in the sum-
mer, particularly in the
service and retail sec-
tors. In manufacturing,
the situation index re-
mained at a very low
level.

2 WIFO-Konjunkturtest

The results of the WIFO-Konjunkturtest (busi-
ness cycle survey)! for July 2024 (beginning
of the third quarter) show a slight deteriora-
tion in companies' economic assessments
compared to the spring. The WIFO Business
Climate Index lost 4.8 points quarter-on-
quarter and, at 8.1 points, was also

2.9 points below the previous year's value
(Figure 1). The index of current situation as-
sessments fell by 6.6 points compared to
April and, at -9.5 points, was well below the
zero line that separates negative from posi-
tive economic assessments. Business expec-
tations also deteriorated: at —6.7 points, the
corresponding index in July was 2.9 points
lower than in April.

There are still differences between sectors.
This applies both to the levels of the indices

T The WIFO-Konjunkturtest (business cycle survey) is a
monthly survey of Austrian companies on their current
economic situation and developments over the com-
ing months. Once a quarter, the cafalogue of ques-
tions in the WIFO-Konjunkturtest is expanded to in-
clude additional questions ("quarterly questions"),
which provide relevant information on the economy
but are not included in the monthly indices of the
WIFO Business Survey. The current results of the WIFO-
Konjunkturtest are available on the WIFO website

and to the changes compared to the previ-
ous quarter. In energy-intensive manufactur-
ing, the WIFO Business Climate Index re-
mained almost unchanged compared to
April (-0.2 points), but remained deep in
pessimistic territory at —16.6 points. The index
of current situation assessments deteriorated
slightly (1.6 points) and was well below zero
at —22.2 points. The weak industrial economy
is also reflected in companies' assessments
of changes in their competitive position (see
chart on p. 1). They have deteriorated fur-
ther in recent months and are aft historic
lows. Although the index of business expec-
tations improved slightly compared to April
(+0.8 points), at —11.6 poinfts it sfill signals a
sceptical outlook for the coming months.

(https://www.wifo.ac.at/en/publications/wifo-
konjunkturtest) and on the business cycle and fore-
casts page (https://www.wifo.ac.at/en/research
priorities/business cycle and forecasting or
www.konjunkturtest.at). Holzl and Schwarz (2014) pro-
vide an overview of the WIFO Business Survey. De-
tailed results on the subsectors of manufacturing and
services can be downloaded as a graphic appendix
from the project homepage.
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In the construction industry, the WIFO Busi-
ness Climate Index deteriorated by

2.5 points compared to the previous quarter
to —4.2 points. The index of current situation
assessments lost 1.6 points and stood

at =5.2 points in July. The index of business
expectations also fell (by 3.2 points

to =3.3 points), reflecting the continued sub-
dued expectations of construction compa-
nies regarding their own business situation
and production.

The indices in the services sector did not
paint a positive picture in July either. The
WIFO Business Climate Index fell by around
8.1 points compared to April 2024 and fell
below the zero line again at -3.7 points. In
addition to the index of current situation as-
sessments, which fell by 10.1 points

to —4.6 points, the index of business expecta-
fions also lost ground (-5.7 to —2.4 points).

The economic indices for the retail sector,

which WIFO calculates on the basis of sur-
veys conducted by KMU Forschung Austria,

Figure 1: WIFO Business Climate Indices
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developed similarly unfavourably to the ser-
vices sector. At —=9.9 points in July, the corre-
sponding WIFO Business Climate Index was
6.9 points below the April 2024 value and
therefore well below the zero line. The index
of current situation assessments lost a full

10.1 points in a quarter-on-quarter compari-
son. At -0.1 points, positive and negative as-
sessments of the situation recently balanced
each other out again. Retailers' expecta-
fions also give little cause for optimism: the
corresponding sub-index fell by 4.3 points
compared to April fo a weak -20.1 poinfts.

The longer-term development of the WIFO
economic climate indices shows the decline
as a result of the COVID-19 crisis, the recov-
ery until spring 2022, the economic slow-
down due to the energy price shock and
the war in Ukraine until winter 2022-23 and
the downturn since summer 2023. After sta-
bilising slightly in spring, a renewed deterio-
ration can be seen at the current margin
(Figure 1).
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Source: WIFO-Konjunkturtest (business cycle survey), seasonally adjusted.

As a result of the war in Ukraine, energy
prices rose more sharply than during the oil
price shocks of 1973 and 1979-80, resulting in
significant price effects that were also re-
flected in sales price expectations. The rapid
upturn after the COVID-19 crisis was over-
come, the war in Ukraine, the rise in electric-
ity and natural gas prices in summer 2022
and accelerated inflation further exacer-
bated price momentum. However, sales
price expectations have fallen significantly
since mid-2023.

Sales price expectations are presented in
the WIFO-Konjunkturtest as balances, i.e. as

WIFO M Reports on Austria

the difference between the proportion of
positive and the proportion of negative re-
sponses to all reports. They have a value
range of =100 to +100 points. The latest re-
sults once again show a slowdown in price
momentum compared to the previous quar-
ter (Figure 2). For the economy as a whole,
the balance of sales price expectations
most recently stood at 10.9 points, 3.1 points
below the comparative value from April
2024 and below the long-term average
(25.8 points). In recent months, sales price
expectations have fallen in all sectors. In the
construction industry (July 2024:

6.5 points, —2.4 points compared to April)

WIFO-Konjunkturtest



and manufacturing (July 2024:

0.8 points, —0.3 points compared to April),
the balances continued to be significantly
lower than in services (July 2024:

Table 1: Indices of the WIFO-Konjunkturtest

16.6 points, —4.0 points compared to April)
and retail (July 2024: 17.4 points, -8.1 points
compared to April).

2023 2024
July October January April May June July July
Index points Change
compared
to April
(previous
quarter)
Total economy
WIFO Business Climate Index - 52 - 7.6 - 67 - 33 - 42 - 67 - 8.1 - 438
Index of current business situation - 21 - 80 - 53 - 29 - 19 - 69 - 95 - 6.6
index of business expectations - 83 - 74 - 8.1 - 38 - 6.3 - 6.4 - 6.7 - 29
Manufacturing
WIFO Business Climate Index -12.6 - 20.0 -19.2 - 16.5 - 18.0 - 20.1 - 16.6 - 02
Index of current business situation -11.3 - 222 - 20.6 - 20.7 - 19.7 - 247 - 222 - 1.6
Index of business expectations - 142 - 18.1 - 18.1 - 125 - 163 - 15.6 - 11.6 0.8
Construction
WIFO Business Climate Index 0.4 - 0.1 - 08 - 18 - 29 - 22 - 42 - 25
Index of current business situation 0.2 - 04 - 29 - 37 - 32 - 26 - 52 - 1.6
Index of business expectations 1.2 0.5 1.0 - 02 - 3.1 - 22 - 33 - 32
Services
WIFO Business Climate Index - 05 - 0.1 0.5 4.4 3.5 0.2 - 37 - 8.1
Index of current business situation 2.6 - 1.3 2.9 5.5 6.7 1.3 - 4.6 - 10.1
Index of business expectations - 34 1.1 - 20 3.3 0.6 - 06 - 24 - 57
Retail trade
WIFO Business Climate Index -11.8 - 153 - 10.1 - 3.0 - 1.6 - 63 - 99 - 69
Index of current business situation 0.5 - 58 - 33 10.0 11.4 1.6 - 0.1 - 10.1
Index of business expectations - 242 — 248 -17.1 - 158 - 14.6 - 14.4 - 20.1 - 43
Source: WIFO-Konjunkturtest (business cycle survey).
Figure 2: Sales price expectations
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Source: WIFO-Konjunkturtest (business cycle survey), seasonally adjusted.
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Indices of the WIFO Business Survey

The WIFO-Konjunkturtest indices are calculated at sector level for manufacturing, construction, services and retail. The sur-
veys are conducted monthly by WIFO (manufacturing, construction and services) and KMU Forschung Austria (retail trade).
The "overall economic indices" are calculated by weighting the sector indices (weights: services 0.5, manufacturing 0.3, con-
struction and retail 0.1 each). The summarised WIFO Buisness Climate Index aggregates two sub-indices, which are shown

separately:

e The index of current situation assessments is based on the monthly surveys on the assessment of the current situation and
developments over the last three months. It is designed as a synchronised index that is ahead of the official economic
statistics simply due to its early availability (around two months before the current data from the official statistics).

o The index of business expectations summarises those monthly questions that relate to developments in the months follow-
ing the survey. It is designed as a leading indicator.

H&lzl and Schwarz (2014) provide details on the indices.

1. Economic traffic light shows red

Using a Markov regime switching model, the
WIFO-Konjunkturampel (economic traffic
light) calculates the probability with which
the current values of the WIFO-Konjunktur-
test indicators correspond to an improve-
ment or deterioration in economic assess-
ments compared to the previous period
(Glocker & Holzl, 2015)2. The probability de-
termined can fall into one of three catego-
ries, which are summarised as an "economic
fraffic light":

e Inthe "green zone" (improvement), the
probability is over two thirds that the

change in the current index values com-
pared to the previous measurement
point reflects an improvement in eco-
nomic assessments.

e Inthe "red zone" (deterioration), the
probability that the current index value
represents an improvement compared
to the previous measurement point is less
than one third.

¢ The indifference range lies between the
"green” and "red" areas. In this case, the
development of the economic assess-
ments cannot be clearly assigned.

Figure 3: WIFO-Konjunkturampel (economic traffic light)
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Source: WIFO-Konjunkturtest (business cycle survey). The WIFO-Konjunkturampel (economic fraffic light) for
Austria shows the monthly probability for the phases "improvement in economic assessments” ("green area")
and "deterioration in economic assessments” ("red area"). In the indifference range, the development of eco-

nomic assessments cannot be clearly categorised.

The probability of being in an improvement
regime was estimated by the model to be

very low af 0.02 in July 2024. As in June, the
WIFO-Konjunkturampel is therefore showing
red. This primarily reflects the weakening of

2 Deterioration is defined as the opposite state of the
"improvement" state: The probability of being in the
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economic indicators in the last two months,
which affected both situation assessments
and business expectations. The economic
risks remain high.

"improvement” state (g) is 1 minus the probability of
being in the "deterioration" state (p = 1-g¢).
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Business uncertainty in-
creased in July, particu-
larly in the construction
and services sectors. In
addition to the construc-
tion industry, it was also
above average in man-
ufacturing.

WIFO-Konjunkturtest

2. Uncertainty continues to vary from sector to sector

Since the 1980s, the WIFO-Konjunkturtest has
surveyed companies' assessment of the un-
certainty of the future business situation,
which has an influence on companies' in-
vestment and employment decisions
(Glocker & Holzl, 2022). In May 2021, the
wording of the corresponding question was

changed as part of its inclusion in the EU's
Joint Harmonised EU Programme of Business
and Consumer Surveys (European Commis-
sion, 2023). In addition, the question on un-
certainty is now asked monthly instead of
quarterly (Figure 4).

Figure 4: Indicator of business uncertainty for the overall economy and the sectors
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Source: WIFO-Konjunkturtest (business cycle survey), not seasonally adjusted. O . . . no uncertainty, 100 . . . high-

est uncertainty. Standardised presentation: Normalisation of all indicators to a mean value of 0 and a stand-
ard deviation of 1. This makes it easier to assess the economic trend of the uncertainty indicator.

The indicator of uncertainty regarding the
future business situation ranges from 0 (no
uncertainty) to 100 (highest uncertainty). A
value of 60.0 points was recorded for the
economy as a whole in July (beginning of
the third quarter of 2024). The indicator was
therefore 0.4 points higher than in April
(59.6 points).

The war in Ukraine and the subsequent en-
ergy price shock caused business uncer-
tainty to rise from March 2022, particularly in
export-oriented manufacturing. Uncertainty
increased there until the end of 2023; affer
moving sideways in the first half of 2024, the
indicator stood at 65.4 points in July, still
slightly above the long-term average of
64.8 points. In the construction industry, the

WIFO B Reports on Austria



indicator rose by 1.2 points compared to
April 2024 to 64.0 points (long-term average
59.6 points). A slight increase to 56.1 points
was observed in the service sectors, alt-
hough the uncertainty indicator had

3. Declining capacity utilisation

3.1 Decline in overall economic capacity
utilisation

Capacity ufilisation is an important eco-
nomic indicator, particularly in sectors with
high capital intensity and high capacity ad-
justment costs (HOlzl et al., 2019). It is there-
fore surveyed as part of the WIFO-Konjunk-
turtest in all sectors except retail. Overall
economic capacity utilisation stood at

84.0 percent in July 2024 and was therefore
1.7 percentage points lower than in April

Figure 5: Capacity utilisation by sector
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already been below the long-term average
(57.3 points) in the previous quarters. In the

retail sector, on the other hand, uncertainty
fell slightly compared to April (0.1 points to
59.0 points; long-term average 63.9 poinfs).

(long-term average: 85.9 percent). A quar-
ter-on-quarter comparison showed a deteri-
oration in all sectors: in addition to the con-
struction industry (-1.0 percentage points to
79.9 percent, long-term average: 84.0 per-
cent), the services sector (-2.5 percentage
points to 88.4 percent, long-term average:
88.9 percent) and manufacturing (-0.6 per-
centage points to 78.2 percent; long-term
average: 81.7 percent) also suffered de-
clines in capacity utilisation.

Construction Services

IIl. Qu. 2019
I. Qu. 2020
II. Qu. 2020
lll. Qu. 2020
IV. Qu. 2020
I. Qu. 2021
II. Qu. 2021
IIl. Qu. 2021

IV. Qu. 2019

Source: WIFO-Konjunkturtest (business cycle survey),

3.2 Assured stable production time

The secured production duration — meas-
ured in months —is surveyed as part of the
quarterly survey of the WIFO-Konjunkturtest
in manufacturing and construction (Fig-

ure 6). In the construction industry, compa-
nies reported at the beginning of the third
quarter of 2024 that their production activity
was secured for an average of 4.9 months
(unchanged compared to April 2024; long-
term average 5.2 months). In manufactur-
ing, the average secured production period
was 4.1 months (-0.1 months compared to
April 2024; long-term average 4.2 months).

WIFO M Reports on Austria
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I. Qu. 2024
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seasonally adjusted.

3.3 Manufacturing struggles with persistently
weak order situation

In manufacturing, the development of or-
ders in the past three months and expecta-
tions regarding incoming orders from
abroad are surveyed once a quarter as rele-
vant indicators. The answers to these ques-
tions are aggregated into balances be-
tween the share of positive and the share of
negative answers. As Figure 7 shows, the de-
velopment of order backlogs at the start of
the third quarter of 2024 was similarly weak
as in previous quarters. The latest value

of —24.7 points suggests a net decline in in-
coming orders in the last three months.

Capacity utilisation in
July 2024 was lower in
all sectors than in spring
and noticeably below
average in manufactur-
ing and construction.

The order backlogs in
manufacturing re-
mained weak in summer
and expectations for in-
coming orders from
abroad remained nega-
tive on balance.

WIFO-Konjunkturtest 7



Expectations for future foreign order intake expecting a decline in foreign orders over
improved slightly, but also remained nega- the next three months outweighed the posi-
tive on balance: the pessimistic voices tive reports by around 5 percentage poinfts.

Figure 6: Average production time in manufacturing and the construction industry
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Source: WIFO-Konjunkturtest (business cycle survey).

Figure 7: Development of order backlogs and expected development of foreign order
backlogs in manufacturing
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Source: WIFO-Konjunkturtest (business cycle survey).

4. Insufficient demand remains the most important obstacle to business
activity

In the WIFO-Konjunkturtest, the most im- option of reporting no impairment of their
portant obstacles to the business activities of  economic activity or selecting the most im-
the companies surveyed are determined on portant obstacle from a predefined list:

a quarterly basis. The companies have the

8 WIFO-Konjunkturtest WIFO B Reports on Austria



insufficient demand (services and manu-
facturing) or lack of orders (consfruction
industry),

shortage of labour force,

lack of space or capacity bottlenecks
(services) or shortage of materials and/or
capacity (manufacturing and construc-
tion),

financial constraints and

Figure 8: Barriers to economic activity
As a percentage of all reports

Total economy

other reasons — in addition fo the influ-
ence of the weather (construction indus-
fry), this category also reflects other ob-
stacles (e.g., health policy measures dur-
ing the COVID-19 pandemic).

In the construction industry, the obstacle of
"unfavourable weather" is also raised3.
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The COVID-19 pandemic, supply chain
problems, the war in Ukraine and the sharp
rise in energy prices caused the proportion
of companies reporting obstacles to their
business activities to rise in 2020. The situation
has recently eased somewhat. In July 2024,
around 41 percent of construction compa-

3 When calculating the overall economic obstacles,
"unfavourable weather" is classified under "other ob-
stacles".
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nies reported no impairment of business ac-
fivity (+3 percentage points compared to
April). In the services sector, 42 percent of
companies recently stated that they were
not facing any obstacles (-2 percentage
points compared to the previous quarter). In
manufacturing, 48 percent of companies
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"Insufficient demand"
has recently become
even more important
and has risen to be-
come the most im-
portant obstacle in all
sectors. "Shortage of la-
bour force" remains also
a challenge.
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reported no obstacles in July, 2 percentage
points more than in April 2024. In retail, the
proportion of companies that reported no
major obstacles to business activity fell signif-
icantly compared to the previous quarter
(—6 percentage points to 42 percent of
companies).

In the overall economy (excluding retail), "in-
sufficient demand" remained the most fre-
quently cited obstacle to business activity
(July 2024: 30.7 percent of companies),
ahead of "shortage of labour force"

(15.5 percent), which has lost some of its im-
portance again as a result of the economic
downturn. The "shortage of materials and/or
capacity" (1.5 percent) was only of minor
importance compared to previous years. "Fi-
nancial constraints" was cited by 3.3 percent
of companies (Figure 8).

In manufacturing, "insufficient demand” has
been the most frequently cited obstacle to
production activity since the third quarter of
2023 (July 2024: 36.0 percent of all compo-
nies), ahead of "shortage of labour force"
(9.4 percent). Around 4.6 percent of manu-
facturing firms reported a "shortage of mate-
rials and/or capacity" as the most important
obstacle, around 1.3 percent "financial con-
straints" and 1.1 percent "other reasons".

5. Summary

For the economy as a whole, the results of
the WIFO-Konjunkturtest from July 2024
again indicate a slight deterioration in eco-
nomic assessments. The situation assess-
ments deteriorated in all sectors in a quar-
terly comparison. Significant deterioration is
evident in the services and retail sectors. The
downward trend in expectations was less
pronounced across the sectors, although
the levels of the expectations index con-
tinue to reflect a sceptical outlook for the
coming months. Accordingly, the WIFO-
Konjunkturampel showed red in July.
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