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Economic Outlook for 2020 and 2021:
Global Economic Weakness Dampens Activity
in Austria

Economic growth in Austria lost considerable momentum in recent months. A major
reason is the current phase of weakness in the global trade cycle that weighs on
exports and industrial output. Persistently favourable financing conditions, fiscal
incentives and resilient consumer demand remain supportive to domestic business
activity. After an increase of 1.7 percent in 2019, GDP is projected to grow by

1.2 percent in 2020 and 1.4 percent in 2021.

From a period of cyclical boom, economic growth in Austria has weakened markedly since
spring 2018. Adverse external forces are restraining exports and have driven the manufacturing
sector into recession. By contrast, domestic demand forces like construction and services act
as cyclical stabilisers.

Over the forecast period, global economic growth looks set to remain subdued, even if a
worldwide recession appears unlikely. Loose monetary policy keeps financing conditions be-
nign, while in several countries fiscal policy is already providing stimulus and private consump-
fion remains generally buoyant.

In such scenario, Austria's economy is projected to grow by 1.2 percent in 2020, less than the
1.7 percent expected for 2019. With investment keeping its upward trend, the above-average
ufilisation of overall productive capacity will not rise further, preventing existing bottlenecks
from exacerbating. In 2021, the expected GDP growth rate of 1.4 percent should converge
fowards the longer-term trend.

The cyclical slowdown will dampen employment growth and bring the fall in unemployment
to a half. The same frend should prevail in 2021. Although the creation of new jobs will extend
over the entire forecast period, this will no longer be sufficient to continue the cyclical reduc-
fion in unemployment in the light of the continued expansion of labour supply. The number of
persons in active dependent employment is expected to grow by 1.1 percent each in 2020
and 2021. Unemployment may stay at a constant ratio of 7.4 percent in both years, having
declined markedly during the previous years.

The external risks to the forecast have further tilted to the downside. Apart from the uncertainty
surrounding future barriers to commercial tfrade with the USA, economic policy settings and
geo-politicalrisks are clouding the outlook. Domestic risks, for their part, are on balance upward
bound, as the gains in employment and private income may fuel private consumption above
expectations. Yet, given the downtfurn in the manufacturing sector, Austria's economy may
prove particularly vulnerable to external disruption. On the whole therefore, the downward risks
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emanating from the external environment prevail. From a fiscal policy perspective, the present
scenario does not suggest a need for counter-cyclical stimulus beyond the operation of auto-
matic stabilisers.

Table 1: Main results

2016 2017 2018 2019 2020 2021
Percentage changes from previous year

Gross domestic product, volume + 2.1 + 2.5 + 2.4 + 1.7 +1.2 + 1.4
Manufacturing + 4.6 + 4.7 + 5.1 + 1.1 +04 + 3.0
Wholesale and refail frade + 04 + 0.3 + 1.9 +1.0 + 1.3 + 1.5

Private consumption expenditure!, volume + 1.6 + 1.4 + 1.1 + 1.5 + 1.6 + 1.6
Consumer durables + 29 + 2.2 + 0.4 -20 + 20 + 1.5

Gross fixed capital formation, volume + 4.1 + 4.0 + 3.9 + 3.1 + 1.6 + 1.7
Machinery and equipment? +7.2 + 4.5 + 4.1 + 3.5 +1.8 +20
Construction + 0.5 + 3.3 + 3.7 + 2.6 +1.3 + 1.4

Exports, volume + 3.1 + 5.0 + 5.9 + 2.8 +23 + 2.9
Exports of goods, fob + 2.7 + 5.4 + 6.4 + 2.3 + 2.4 + 3.0

Imports, volume + 3.7 + 5.0 + 4.6 + 3.2 + 2.4 + 28
Imports of goods, fob + 3.4 + 4.4 + 4.0 + 2.4 + 2.3 +29

Gross domestic product, value + 3.8 + 3.6 + 4.2 + 3.5 + 3.0 + 3.1

bilion € 357.30 370.30 38571 399.31 411.32 423.88

Current account balance as a percentage of GDP 2.7 1.6 2.3 1.9 1.8 1.7

Consumer prices + 0.9 + 2.1 + 2.0 + 1.5 + 1.5 + 1.6

Three-month interest rate percent - 0.3 -03 -03 - 0.4 - 0.5 - 0.5

Long-term interest rate3 percent 0.4 0.6 0.7 0.1 - 0.1 0.3

General government financial balance,

Maastricht definition as a percentage of GDP - 1.5 - 0.7 0.2 0.6 0.3 0.4

Persons in active dependent employment4 + 1.6 + 2.0 + 25 + 1.6 + 1.1 + 1.1

Unemployment rate
Eurostat definitions 6.0 5.5 4.9 4.6 4.7 4.7
National definitioné 9.1 8.5 7.7 7.3 7.4 7.4

Source: WIFO. 2019 to 2021: forecast. — ' Including non-profit institutions serving households. — 2 Including weapons sys-

tems and other investment. — 3 10-year central government bonds (benchmark). — 4 Excluding persons in valid employ-
ment 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 Employment
Service Austria.
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For further information please contact on Thursday, 19 December 2019, from 10 until 12 a.m.
Christian Glocker, MSc, Tel. (1) 798 26 01 - 467, christian.glocker@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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