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Labour market in Austria is cooling

Unemployment Rates (seasonal adjusted)
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® The weak economic growth in recent quarters has led to a sharp slowdown
in the Austrian labour market. Unemployment rates have been rising in all
federal states since the beginning of 2023, especially in Vienna and in the
industrial-oriented federal states.

® |nmid-2022, the number of vacancies reached a seasonally adjusted peak of

just under 130,000 after the relaxation of the Corona measures and has

since fallen to just over 87,000 in October 2024 due to the economic slow-

down. At the same time, the number of unemployed has risen steadily since

the beginning of 2023. In the same period, this led to an increase in the

number of vacancies' from two to over 3 and was thus in the range of the

pre-pandemic value of the beginning of 2020.

Author: Robert Schwarz

® The number of unemployed per vacancy has increased in all regions since '

May 2022 and has a wide range. In October, it ranged from 1.8 in Upper Aus- BUotihe. Media Owner:

tria to 7.1 in Vienna. UniCredit Bank Austria AG
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e The economic slowdown caused a decline in the number of shortage occupa- 1020 Wien

tions. Since the peak in mid-2022 with almost 100 shortage occupations, Ehoni;ﬁ(tg)ggggg?l»gég74
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this numper halyed by Septemper 2024. However, the shortage 'of skilled e-Mail: econresearch.austria@unicreditgroup.at
workers in certain sectors remains a major problem of the Austrian labour

market. As of: November 2024
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Labour market in Austria is cooling

Mid-2022 with historically
lowest number of unemployed
per vacancy

Right shift of the Beveridge
curve with the onset of the
pandemic

Since mid-2022: increase in
unemployment combined with
a slight shift to the left of the
Beveridge curve

Figure 1: Labour Market Austria
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Labour market normalises after the upheavals caused by the pandemic

In April 2020, the coronavirus pandemic in Austria led to a sudden and massive increase in
unemployment, accompanied by a sharp decline in job vacancies (see chart 1). With the
relaxation of the Corona measures, there was a very rapid development in the other direction
with falling unemployment figures and the number of vacancies increased. In May 2022, the
number of unemployed per vacancy reached 2.0, the lowest value in history, i.e. nationwide
and across all occupations, there were only two unemployed people for every vacancy.

Another consequence of the pandemic-induced lockdowns and economic restrictions was a
strong shift to the right of the Beveridge curve (see red arrow in Figure 2), indicating ineffi-
ciencies in the labour market (e.g. mismatch unemployment?). The Beveridge curve is an
important economic concept that describes the relationship between the unemployment
rate and the vacancy rate® . It typically shows a nedative relationship between these two
variables: when unemployment is high, there are fewer job vacancies and vice versa. The
curve can shift over time. A shift to the right, as was observed at the beginning of the pan-
demic in spring 2020, means that the number of vacancies is higher than it used to be, given
the unemployment rate. There is therefore a greater mismatch between the skills required
and the qualifications of the unemployed. The labour market is less efficient.

With the gradual relaxation of the pandemic measures, the number of vacancies increased
again and unemployment decreased (orange arrow), similar to the period 2015 to 2020 (blue
arrow), but at a much more inefficient level (further to the right). From mid-2022, this trend
reversed and unemployment has been rising again since then, while the number of vacancies
is decreasing (grey arrow). At the same time, however, there was a shift to the left of the
Beveridge curve (green arrow), which indicates a slight improvement in the efficiency of the
labour market, i.e. at present, for a given number of vacancies, there is less unemployment
than in the period 03/2020 to 08/2022.

Figure 2: Beveridge curve
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2 e.g. the qualifications of the job seekers do not match the vacancies or there is a regional mismatch
3 Vacancies / (Vacancies+Employees)
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Labour market in Austria is cooling

Sharp increase in shortage oc-
cupations from January 2021
to summer 2022

Cooling of the economy leads to a
decline in the shortage of skilled

workers in recent months
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Number of shortage occupations decreases again after tenfold increase

On the basis of detailed data from the AMS with unemployed and vacancies by occupation
at 4-digit level with over 500 characteristics, it is possible to analyse the shortage occupa-
tions at a granular level. According to the Skilled Workers Ordinance of the Ministry of La-
bour, a profession is a shortage occupation if the number of unemployed per vacancy is
less than 1.5. So there is a maximum of 1.5 unemployed people for every position. For
Figure 3, the restriction was also introduced that the number of vacancies per occupation
must be at least 100 throughout Austria.

The chart with the shortage occupations shows the strong increase from summer 2020 to
mid-2022, which was due, among other things, to the distortions in the labour market due
to the Corona pandemic and the high demand for labour as a result of the relaxation of the
Corona measures. From December 2020 to the time of the peak in shortage occupations
in June 2022, the number of shortage occupations multiplied from 11 to just under 100
occupations and almost 50 percent of all vacancies were in shortage occupations. At the
beginning of 2021, only highly qualified professions such as doctors, mechanical engineers
or data processing technicians were de facto a shortage occupation. By June 2022, for ex-
ample, the following occupations had been added as shortage occupations: professions in
tourism such as cooks and waiters, retail salespeople and skilled jobs such as bricklayers
and electricians. Since then, the number of shortage occupations has fallen to just over 50
or less than 30 percent of all vacancies by September 2024. This is partly due to the dis-
appearance of some tourism occupations as shortage occupations, whereby seasonal ef-
fects must also be taken into account here.

Figure 3: Number of shortage occupations Figure 4:
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Analysis at regional level

An analysis at the federal state level shows that since the peak of vacancies in Austria in
mid-2022, the labour market in the regions has cooled significantly. The number of vacan-
cies rose significantly in all provinces, most strongly in Burgenland and Vienna. There are
two main reasons for this: the distortions in the labour market at the height of the Corona
pandemic gradually dissipated and the economic slowdown caused a decline in vacancies
while unemployment rose at the same time.
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Figure 6 shows that there has been an increase in the number of vacancies in almost all
federal states in recent months, combined with a decline in shortage occupations* (shift to
the bottom right of the graph). Only in Vienna was there an increase in the share of vacancies
in shortage occupations in September 2024 compared to June 2022, albeit at a very low
level in a comparison of the provinces. The federal capital has by far the lowest proportion
of shortage occupations. In Salzburg, Upper Austria and Tyrol, on the other hand, the propor-
tion of vacancies in shortage occupations is the highest in total vacancies and the number
of unemployed/vacancy ratio is the lowest.

Figure 5: Unemployedivacancy ratio in Federal States Figure 6: Shortage occupations and Unemployed/vacancy ratio
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About a third of the vacancies
in federal states with shortage
occupations could be filled by
unemployed people from other
regions without shortage
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Source: AMS, Macrobond, UniCredit Source: AMS, Macrobond, UniCredit

Table 1 shows the shortage occupations with the largest number of vacancies in the individ-
val regions as of September 2024. As already mentioned, it is striking that there are only a
few shortage occupations in Vienna and that a shortage occupation in one province (except
Vienna) is usually also a shortage occupation in the other provinces (except Vienna). Electri-
cians, food sellers and qualified nurses top the list of shortage occupations.

In September 2024, there were almost 30,000 vacancies in shortage occupations. In com-
parison, there were 10,000 unemployed in other provinces where the profession is not a
shortage occupation. That is a third of the vacancies in shortage occupations. This is the re-
allocation potential with which the vacancies in shortage occupations could theoretically be
filled with unemployed people from federal states where the occupation does not represent
a shortage. This reallocation potential of 10,000 unemployed accounted for less than 4 per-
cent of all unemployed in September 2024, compared to well over 10 percent in mid-2022.

4 Shown as the share of vacancies in shortage occupations as a percentage of total vacancies
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Table 1: Regional shortage occupations with reallocation potential

Unemployed in
Vacancies in Federal States
Federal States with shortage without Reallocation
AMS-Code - Occupation shortage occupations shortage Potential

2421 - Electrician B,C,LA,UA,S,St, T,Vo 2835 916 916
4007 - Food vendors C,LA,UAS,St,T,Vo 2400 1675 1675
8061 - Nurse B,C,LA,UA,S,St,T,Vo,Vie 2182 0 0
2201 - Motor vehicle mechanics B,C,LA,UA,S,St,T,Vo 1293 317 317
2121 - Plumber B,C,LA UA,S,St,T,Vo 1050 508 508
6208 - Other Technicians for Mechanical Engineering LA,UA,S,St, T,Vo 942 340 340
1958 - Other locksmiths C,LAUA,S,St,T,Vo 1044 244 244
8001 - Doctors B,C,LA,UA,S,St, T,Vo 972 276 276
2208 - Other Rough Mechanics C,LA,UA,S,St,T 717 343 343
2513 - Construction and furniture carpenters C,LAUA,S,St,T,Vo 732 258 258
6498 - Other technicians, unless otherwise classified C,UA,S,St, T,Vo 556 447 447
2405 - Electromechanics C,LAUA,S,St,T,Vo 639 392 392
2021 - Lathe operator C,LA,UAS,St,T,Vo 698 77 77
6248 - Other Technicians for Heavy Current Engineering C,LA,UA,S,St, T,Vo,Vie 700 10 10
1951 - Construction Locksmith C,LA,UA,S,St,T,Vo 635 227 227
7301 - Public security organs B,C,LA,UA,S,St, T,Vo 633 319 319
6458 - Other Business Technicians C,LA,UA,S,St,T 552 233 233
2161 - Welder Operator C,LA,UAS,St,T,Vo 484 249 249
6475 - High skilled Data Processor C,LA,UA,S,St, T,Vo,Vie 557 7 7
1954 - Machine fitter LA,UA,S,St, T,Vo 484 223 223

"Labour Hoarding" in Austria is
decreasing, but there is still a
shortage of skilled workers in
some professions

Result

In recent months, the number of unemployed has risen and the number of vacancies has
fallen due to the sharp economic slowdown in all federal states. As a result, the shortage of
skilled workers and also the so-called "labour hoarding" have decreased. Labour hoarding
means that companies do not lay off their employees in the event of a temporary weakness
in demand. The basic idea is to "hoard" the workforce so that the company can quickly fall
back on well-trained personnel in a recovery phase. The decline in labour hoarding in Austria
is due to a reduction in the shortage of skilled workers in some occupations, i.e. it is some-
what easier to get well-trained workers today than two years ago. Another reason is that
companies expect the economic weakness to last even longer. However, the shortage of
skilled workers remains a major problem, especially in the health sector and in some indus-
trial occupations.

If one compares the reallocation potential, i.e. the pool of unemployed people in federal
states without shortages, with the regional vacancies in shortage occupations, it can be seen
that in some occupational groups (e.g. food sellers) a relatively high proportion of the va-
cancies offered could be filled by unemployed people from other federal states. On the other
hand, the occupational group of regdistered nurses is a shortage occupation in all federal
states, i.e. there is no potential for reallocation.

Despite the decline in the number of shortage occupations in recent months and thus a
slight relief from the problem of skilled workers, labour market policy measures such as
requalification of the unemployed, facilitation of changes of residence and the influx of
qualified skilled workers from abroad should continue to be at the top of the agenda.
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MORE TO READ
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 via e-mail: econresearch.austria@unicreditgroup.at

LEGAL INFORMATION:

These publications do not constitute investment advice, investment recommendations, marketing communications, or financial
analysis. In particular, they are not an offer or solicitation to buy or sell securities and do not constitute a solicitation to make such
an offer. They are intended solely as initial information and are no substitute for advice based on the individual circumstances and
knowledge of the investor.

It is an analysis based on publicly available economic data. Despite careful research and the use of reliable sources, no responsibil-
ity can be taken for completeness, correctness, timeliness and accuracy.

Any investment in securities involves risks. The value of the investment and the income from it may fluctuate suddenly and sub-
stantially and therefore they cannot be guaranteed. There is a possibility that the investor will not receive back the full amount
invested, particularly if the investment is held for only a short time. In some circumstances, a total loss is also possible.

Possible (return) payments from the product may not protect investors against inflation risk. There can be no assurance, therefore,
that the purchasing power of the capital invested will not be affected by a general increase in the prices of consumer goods. Fig-
ures and information on performance refer to the past and past performance is not a reliable indicator of future results.

Only in the context of an investment advisory service can UniCredit Bank Austria AG take into account the personal circumstances
of the customer (investment objectives, experience and knowledde, risk appetite, financial circumstances and financial loss toler-
ance) and carry out a product-specific suitability test.

We would like to point out that the tax treatment depends on the personal or company circumstances of the investor and that the
information on tax advantades is provided on the basis of the current legal situation, which may be subject to future changes and
for which no information can be given as to whether they will be continued.
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