s Bank Austria
Member of g UnICI'edlt

OCTOBER 2021




Analysis

Comparison of industrial up-

s Bank Austria

swing in the federal states wember of & UniCredit
Industrial production by mid-2021
(real, seasonally adjusted, compared to pre-crisis level )
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® The global recovery of industry has affected all federal states. However, the
pace varies greatly. While Burgenland's industry is the only one not yet to
have reached pre-crisis levels, the upswing in Carinthia, Vienna, Tyrol and
Vorarlberg is above average.

® Production output in Austrian industry is currently more than 3 percent
above the pre-crisis level. However, this production output is being gener-
ated with around 1 percent fewer staff than before the outbreak of the pan-
demic. Supported by high levels of investment, industrial companies in al-
most all provinces have achieved strong productivity gains.

® The pace of recovery is strongly determined by the prevailing sector mix.
However, the growth rates of individual sectors, which in some cases vary
greatly from region to region, underline the fact that success in many
places is also dependent on large lead companies.

® \We expect the recovery to continue and forecast an average increase in in-
dustrial production in Austria of 8.5 percent in 2021. Carinthia will be at the
forefront of growth, while industrial momentum for the year as a whole is
likely to be weakest in Vienna.
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Comparison of industrial up-
swing in the federal states

Clear differences across the
provinces

Employment rate in indus-
trial sector above pre-crisis
levels in only two provinces

Chart 1: Industrial production below average
(real, seasonally adjusted, 2019=100)
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The Austrian industrial sector has weathered the COVID-19 crisis very well. Apart from Burgen-
land, all provinces had fully recovered from the pandemic-related slump in production output by
the middle of 2021. We anticipate that this robust recovery will continue over the coming
months and that industrial production in Austria will increase by an average of 8.5 percent in
2021, following a decline of 7.5 percent last year. Carinthia is leading the growth driver, while the
industrial sector in Vienna is likely to deliver the least momentum for the year as a whole.

Industrial production fell sharply in the individual Austrian provinces in spring 2020 in the wake
of measures to contain the pandemic. At its lowest point in April 2020, average production out-
put within Austria was 25 percent lower than in 2019. Burgenland, Upper Austria, Salzburg and
Styria were particularly badly affected, posting declines in excess of 30 percent.

Despite the resurgence of infection rates and the economic restrictions in Austria, the recovery
seen in the industrial sector since the summer of 2020 continued into the winter months, across
all provinces — although the pace of recovery varies widely from state to state. While production
output in the capital goods industry in Carinthia was already 17 percent higher by the middle of
2021 than it had been before the pandemic, the industrial sector in Burdenland has yet to see a
return to pre-crisis level, and is the only province to be in this situation. Like Carinthia, the indus-
trial economies of Vienna, Tyrol and Vorarlberg also exceeded the Austria-wide average of 3.2
percent above the pre-crisis level.

Across all Austrian provinces, the industrial sector has also weathered the pandemic very well by
international comparison. In the eurozone, especially in Germany, production output in summer
2021 was still below the 2019 level. Even Burgenland, Austria's straggler, undershot the pre-cri-
sis level by a lower margin (5 percent) than Germany's industrial sector (7 percent) as at the mid-
dle of 2021.

The volatility that characterised performance in the industrial production area during the
pandemic is reflected in a somewhat diluted way in the employment trends that can be
seen in the sector — the option to register employees for short-time working and the use of
temporary workers had a dampening effect on fluctuations. While an average of 629,000
people in Austria were employed in goods production during 2019, the number of employed
workers fell by up to 13,000 in the spring of 2020. Since the low that followed the outbreak
of the pandemic, the seasonally adjusted number of people employed in the domestic in-
dustrial sector has risen by around 7,000. Despite this increase, however, employment is still
around 1 percent below the pre-crisis level. Only in Carinthia and Styria does employment in
goods production already exceed the annual averagde for 2019. By contrast, Vienna and Salz-
burg have the biggest deficit, trailing the 2019 figures by more than 2 percent.

Chart 2: Industrial production above average
(real, seasonally adjusted, 2019=100)
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swing in the federal states

Productivity only worse in
Burgenland

The "right" sector mix is key

Major companies often
make the difference

Chart 3: Employment in industry mid-2021
(seasonally adjusted, compared to pre-crisis level in %)
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By the middle of 2021, production output in the Austrian industrial sector was already more than
3 percent above the pre-crisis level, though this output is being achieved with around 1 percent
fewer staff than before the outbreak of the pandemic. It is not unusual to see the pace of growth
differ between production output and employment, but the gap has been widening since the
pandemic.

The increase in productivity in the Austrian industrial sector has been accelerating since the pan-
demic. The strongest improvements can be seen in Carinthia, which currently has a production
volume more than 17 percent above the pre-crisis level seen in 2019, and with only a slight in-
crease in employment of 1 percent during the same period. This stands in contrast with perfor-
mance in Burgenland, which is the only province to report a drop in productivity. Production out-
put in Burdenland is still 5 percent below the pre-crisis level, while employment is "only" 3.5 per-
cent below that level.

The varying industrial sector trends between the individual provinces can be attributed primarily
to major differences in performance between specific fields of industry and differing focus areas.
So far, the economic recovery has not been consistent across all sectors of industry.

To date, the best performance looking at Austria as a whole, has come from metal production,
where output is already outstripping pre-crisis levels by more than 20 percent. Wood products
(15.4 percent above the 2019 average), other vehicle construction (13.5 percent), the electronics
industry (12.7 percent), the chemical industry (12.3 percent) and the electrical industry (11.1 per-
cent) also posted unusually strong performance. Conversely, there is a few sectors that have not
yet been able to redain the ground lost during the pandemic. These include primarily consumer-
related industries, such as the manufacturing of clothing and footwear, plus printers, petroleum
processing, the beverage industry and the automotive industry.

The pace of recovery in individual Austrian provinces is strongly influenced by the prevailing sec-
tor mix. However, the partially considerable regional differences in growth rates between individ-
ual sectors highlight the fact that in many locations success is dependent largely on major com-
panies that are able to capitalise on the favourable framework conditions. The combination of a
favourable sector mix and successful major companies has led to a strong upwards trend in the
Carinthia industrial economy, due primarily to the considerable momentum of the electronics in-
dustry, which accounts for almost a third of production output in Carinthia and has delivered two
thirds of the growth.

The healthy performance in Vienna is due, among other things, to the chemical and pharmaceu-
tical industry, which is benefiting from pandemic-specific increases in demand. However, the

9 percent increase compared to the previous year reported for the federal capital is artificially in-
flated by a special circumstance. Almost half of the growth can be attributed to the production of

Chart 4: Production index minus employment index
(gap to pre-crisis level in %)
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of other goods; this includes, for example, minting gold coins, which saw a sharp increase in
sales during the crisis.

The Tyrol and Vorarlberg industrial economies also posted above-average growth. In Tyrol, the
electrical industry, mechanical engineering, wood products and metal production contributed to
the positive performance. In Vorarlberg, the main contributory factor was the good momentum in
the traditionally strong field of metal production.

In Burgenland, the only province in which industrial production is still below the pre-crisis level, tF
been slowed by the food and beverage industry and by the automotive industry, which accounts ft
cent of Burdgenland's production output.
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We invite you to visit the economic analyses on Bank Austria’s website: www.bankaustria.at under "Direct access — Markets & Re-
search - Analyses & Research" in the section "Economic Research Austria" or directly at http://www.bankaustria.at/en/about-us-
publications-economic-research-austria.jsp .

If you would like to receive information on our most recent publications by e-mail, please subscribe to the newsletter Bank Austria
Economic News by sending an email to econresearch.austria@unicreditgroup.at

If you have further questions, please send an e-mail to econresearch.austria@unicreditgroup.at

Disclaimer of liability:

This publication is neither a marketing communication nor a financial analysis. It contains information on general economic data.
Despite careful research and the use of reliable sources, we cannot assume any responsibility for the completeness, correctness,
up-to-dateness and accuracy of information contained in this publication.

The opinions of the authors do not necessarily reflect those of Bank Austria and those of the companies which have engaged the
services of the authors. The information contained in this publication is not to be interpreted as an offer or invitation for the sale or
purchase of securities of any kind. We reserve the right to modify the views expressed in this publication at any time without prior
notification. This information should not be interpreted as a recommendation to buy or sell financial instruments, or as a solicita-
tion of an offer to buy or sell financial instruments. This publication serves information purposes only and does not replace specific
advice taking into account the investor’s individual personal circumstances (e.g. risk tolerance, knowledge and experience, invest-
ment objectives and financial circumstances). Past performance is not a guide to future performance.

The information in this publication contains assessments of short-term market developments. We have obtained value data and
other information from sources which we deem reliable. Our information and assessments may change without notice."
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Disclosure according to Sections 24 and 25 of the Austrian Media Act (Mediengesetz - MedienG):

Published by:

UniCredit Bank Austria AG

1020 Vienna, Rothschildplatz 1,

which is also the media owner.

Business abjective: credit institution pursuant to Section 1 (1) of the Austrian Banking Act (Bankwesengesetz)

Persons authorised to act on behalf of the media owner (Management Board):
Robert Zadrazil, Gregor Hofstatter-Pobst, Mauro Maschio, Tina Pogacic, Wolfgang Schilk, Ginter Schubert, Susanne Wendler

Supervisory Board of the media owner:
Gianfranco Bisagni, Ranieri De Marchis, Livia Aliberti Amidani, Richard Burton, Adolf Lehner, Aurelio Maccario, Herbert Pichler,
Mario Pramendorfer, Eveline Steinberger-Kern, Karin Wisak-Gradinger, Roman Zeller

Interests held in the media owner pursuant to Section 25 of the Austrian Media Act:

UniCredit S.p.A. holds 99.996 percent of the shares in the media owner (key details of the shareholder structure of UniCredit S.p.A.
are available at https://www.unicreditgroup.eu/en/governance/shareholder-structure.html).

“Betriebsratsfonds des Betriebsrats der Angestellten der UniCredit Bank Austria AG, Region Wien” (the Employees’ Council Fund of
the Employees’ Council of employees of UniCredit Bank Austria AG in the Vienna area) and “Privatstiftung zur Verwaltung von An-
teilsrechten” (a private foundation under Austrian law; founder: Anteilsverwaltung-Zentralsparkasse; beneficiary: WWTF — Wiener
Wissenschafts-, Forschungs- und Technologiefonds) have a combined interest of 0.004 percent in the media owner.
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