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Sector trends dominate developments on labour market
during pandemic; labour market set to recover only
slowly

® Recovery during summer months prompted strong course cor-
rection following labour market upheaval after first wave of pan-
demic

o Unemploymentrate in Austria still around 30 percent above pre-
crisis level when second wave set in

® Varying impact of pandemic across sectors led to varying de-
dgrees of unemployment by gender, educational level, age and
nationality

® |n step with economic recovery, labour market recovery also ex-
pected from Q2 2021, though initially only very moderate

® Average unemployment rate of 9.6 percent expected for 2021
and 8.7 percent for 2022, compared with 9.9 percent in 2020

® Seasonally adjusted unemployment rate of around 8.3 percent
expected by end of 2022 — still well above pre-crisis level

® Pandemic heralds long-term consequences for labour market:
acceleration of digitalisation and growth of online commerce; re-
alignment in tourism sector; increased commitment to flexible
working; greater focus on sustainability and resilience
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Although the economy did begin to recover over the summer months, the situation on the
Austrian labour market was far from being "business as usual" by the time the second wave
of the pandemic set in. Certain service sectors in particular remained especially badly af-
fected, and this was also a key factor in the development of unemployment trends by den-
der, educational level, age and nationality. The deterioration of the situation on the labour
market during the second wave of the pandemic is following established patterns. We do
not expect to see things ease until there is sustained economic recovery in H2 2021. Whilst
unemployment is set to remain above the pre-crisis level for a few years to come, the pan-
demic is likely to accelerate structural chandes on the labour market — one example being
the rapidly increasing significance of online commerce.

The spread of the pandemic and the measures introduced to contain it during the first lock-
down in the spring of 2020 saw sudden and massive upheaval on the Austrian labour mar-
ket. The seasonally adjusted unemployment rate, which by February 2020 had fallen to its
lowest level in 7% years at 7.2 percent, soared to 12.6 percent by April. As the economy
gradually reopened, the unemployment rate fell to a low of 9.3 percent by the end of Octo-
ber, which was still nearly 30 percent above the pre-crisis level.

Services sector most signifi- The measures to contain the pandemic determined the strength and length of the impact

cantly affected on the labour market in the individual sectors. The services sector has been the most sig-
nificantly affected — the restaurant and accommodation businesses in particular, which
saw the unemployment rate triple in the spring of 2020 to almost 45 percent. Ahead of the
outbreak of the second wave, the unemployment rate in this sector was still 40 percent
above the pre-crisis level.

The construction sector also saw disproportionate deterioration in the short term but bedan
to recover gradually from March onwards, with the positive trend even continuing at the
start of the second lockdown. By contrast, the increase in unemployment in the industrial
sector was disproportionately low, with use of short-time working models being particularly
widespread. Despite this achievement, the unemployment rate was still around 30 percent
above the pre-crisis level as the second wave of the pandemic bedan to set in. The areas
with labour markets least affected by the pandemic are those offering non-market services,
such as public services, education and health.

Chart 1: Unemployment by branches Chart 2: Unemployment at a glance
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Pandemic set to accelerate
structural changes

The differing effects of the pandemic on the individual sectors of the Austrian economy are
reflected in the varying degree to which workers in the sectors are affected by unemploy-
ment by gender, age, educational level and nationality. We know that during the first wave
of the pandemic, workers with fewer qualifications were fundamentally more at risk of los-
ing their jobs than better-qualified workers.

However, the fact that sectors such as the restaurant and accommodation business and re-
tail were particularly badly affected meant that, in a move away from this trend, people
who had completed an apprenticeship were disproportionately affected by unemployment.
Even before the pandemic began, the labour market was tougher for foreign workers, and
their situation compared with Austrian workers actually deteriorated further in the period
up to the start of the second lockdown.

This scenario is driven not only by the differing levels of employment in individual sectors
of the economy but also by the fact that foreign workers tend to be strongly mardinalised
on the Austrian labour market. Analysis by age group indicates that younder workers are
disproportionately affected, as they are more strongly represented in the sectors most af-
fected, such as the restaurant and accommodation business, the arts, entertainment and
leisure, and other services. This situation has been compounded by the difficulties facing
those at the very start of their career trying to dain a foothold on the labour market during
an economic crisis. By contrast, unemployment amongst older workers increased the least
by comparison during the first lockdown, as this age group is likely to have benefited the
most from short-time working.

Whilst at the beginning of the pandemic unemployment amongst women increased more
than that amongst men, the picture for women began to improve more by comparison
when tourism, retail and personal services opened up adain during the summer months. At
the end of October, the seasonally adjusted unemployment rate for women was actually
one percentade point below that of men, at 8.8 percent. However, this advantage of
women over men can be contextualised by the decline in labour supply, temporarily at
least, which sugdests that more women have withdrawn from the labour market due to in-
creased family obligations.

The measures introduced from the spring of 2020 to contain the first wave of the pan-
demic have had strongly diverging impacts on the individual sectors of the economy, and
this has driven the extent to which individuals have been affected on the labour market.
Young workers, foreign workers, low-skilled workers and, in the long term, women were the
losers on the Austrian labour market during the first wave of the pandemic.

Alongside the short-term upheaval, the pandemic is also expected to prompt lasting
changes that will have consequences for the Austrian labour market. We have identified
five key trends:

Firstly, following the initial "enforced" acceleration of digitalisation in the world of work
when the pandemic began, this trend will become increasingly significant more quickly
than had been expected before the pandemic.

Secondly, the lockdowns during the pandemic have contributed to a chande in consumer
shopping behaviour that will see online retail benefit from a lasting advantagde over sta-
tionary retail.

Thirdly, tourism will make a comeback but will have to realign itself over the long term —
in terms of increased safety requirements, for instance.

Fourthly, all these factors are likely to lead to an acceleration in the commitment to flexi-
ble working.

Last but not least, the fifth trend relates to sustainability and resilience, which is likely to
dgain great prominence in a variety of ways.
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Slow labour market recovery
expected

Short-time working models were a key tool that helped to mitigate the immediate conse-
guences of the pandemic both for companies and for workers. As at mid-January 2021,
some 440,000 people were affected by short-time working projects; it remains to be seen
how effectively these people can be reintegrated into the workforce when this third phase
of short-time working draws to a close at the end of March 2021.

The expectation is that it will not be possible to reabsorb all the affected workers into the
regular cycle of work when short-time working ends, due to a lack of capacity utilisation
within the businesses. We expect the unemployment rate during the second wave of the
pandemic to remain lower than it did in the spring of 2020, albeit with a short-term return
to double-digit figures over the winter months. Only once the warmer weather begins and
the vaccination programme ramps up will the expected economic recovery in H2 2021 lead
to lasting improvements on the Austrian labour market. We expect average employment of
9.6 percent for 2021, which is only a slight decrease on the 9.9 percent seen in 2020.

Greater movement in terms of the unemployment rate is not expected until 2022, when a
fall to an averagde of 8.7 percent is anticipated. By the end of 2022, the seasonally adjusted
unemployment rate will be around 8.3 percent, which is still well above the pre-crisis level.
The average unemployment rate for 2019 was 7.4 percent. Historically, pandemics have
often brought leaps forward in terms of development and innovation. Rising to the chal-
lendes posed by a pandemic means deviating from well-trodden economic paths and es-
tablished thought processes. Adainst this backdrop, the current crisis could generate the
spark for lasting structural reforms that will give Austria the opportunity to become a
leader within Europe in terms of innovation and economic competitiveness.

Note: The entire study in only available in German on our hompade at
https://www.bankaustria.at/wirtschaft-online-wirtschaftsanalyse-oesterreich.jsp

Chart 3: Labour market in Austria
(Unemployment rate in %, seasonally adjusted)
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Disclaimer and Imprint

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 EconomicNews on the website: https://nl-red.bankaustria.at/nl/redistration?m=eco-en

If you have further questions, please send an e-mail to econresearch.austria@unicreditdroup.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 engagded 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, knowledde 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 chande without notice."
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