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® The recovery from the pandemic brought an increase in employment and a
reduction in the unemployment rate in the euro area to the lowest level
since the founding of the monetary union. In Austria, too, there is record
employment and the unemployment rate is at a 15-year low.

® This pleasing development coincides with a significant decline in the work-
ing time made available per employee. Since the increase in the volume of
working time since 1995 has been significantly lower than the increase in
employment in the euro area, the average annual working time per em-
ployee has fallen by around 6 percent or about 90 hours. In Austria, the av-
erage annual working time has even fallen by 11 percent or 180 hours, sur-
passed only by Slovakia.

® The decrease in working hours per employee is offset by a significant in-
crease in productivity. Adjusted for inflation, gross value added per hour
worked has risen by almost 25 percent in the euro area since 1995. On av-
erage, one employee has thus become a quarter more productive. In Austria Imprint
aven b\/ more than a third. Published by UniCredit Bank Austria AG
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® The socio-political changes in combination with the demographic develop- Telephéii”fg (0)50505-41957
ments lead us to expect a continuation of the decline in average working Fax +43 (0)50505-41050
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hours per employee and make this one of the major economic policy chal-
lenges for securing prosperity in Europe. as of June 2023
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Decline in unemployment rate
reflects increasing tightness
in the European labour mar-
ket

Number of people employed
in the EU to rise to 183 mil-
lion by 2022

Annual hours worked in the
EU increased by 19 percent or
45 million since 1995

The European labour market has tightened

With the recovery from the Corona pandemic, the situation on the European labour market
has improved significantly. The unemployment rate in the European Union has fallen to 6.2
percent on average in 2022. In the euro area, the unemployment rate was higher, but at 6.8
percent it reached the lowest level since the introduction of the euro in 1999. Despite the
noticeable weakening of the economy since the second half of the year, the seasonally ad-
justed unemployment rate in Europe continued to decrease and at the end of the first quar-
ter of 2023 was only 6 percent in the EU and 6.6 percent in the euro area. Austria also saw a
reduction in the seasonally adjusted unemployment rate to as low as 4.8 percent on average
for 2022 and a stable development in the first months of 2023. The low unemployment
rates in Europe despite the subdued economic development in recent months are due to the
high number of vacancies as a result of the strong recovery from the pandemic, which now
serves as a buffer in the current economic phase.

Strong rise in employment in almost all euro area countries

The fall in unemployment was accompanied by a sharp rise in employment. In the European
Union, the number of people in work rose to over 183 million in 2022. This corresponds to
an increase of 27 percent since 1995. In the euro area, the increase was even somewhat
stronger at 30 percent. The strongest increases were recorded in Ireland and Luxembourg,
where the number of employees more than doubled, while Latvia even experienced a de-
cline. In Austria there was an above-averade increase of almost 33 percent compared to
1995, while in the neighbouring countries Italy with about 25 percent and Germany with 21
percent the increases were somewhat below the average for the euro area.

..and the volume of working hours also increased strongly, but less so

As the number of employees increased, so did the annual volume of working hours. In the
EU, the volume of working hours increased by 19 percent compared to 1995. In the euro
area, the volume of working time increased by almost 23 percent. The largest increase in the
volume of working time within the euro area was in Luxembourg, where it more than dou-
bled, followed by Cyprus, Malta and Ireland. In Estonia, Latvia and Slovakia, on the other
hand, the hours worked actually decreased in absolute terms. While in Austria's most im-
portant trading partner, Germany, the volume of working hours has increased by 9 percent
since 1995, in Italy, the second most important export market for the domestic economy, it
increased by 16 percent and in Austria by 18 percent, but remained below the average in-
crease in the euro area.

Chart 1: Employment in the euro area Chart 2: Volume of working hours
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Decline in working time per
employee:in the euro area by
almost 7 percent since 1995

Above-averade decline of over
11 percent in Austria

Part-time employment on the
rise

Over 20 percent of employees
in the euro area work part-
time

Averagde working time per employee in Europe decreases

Due to the 30 percent increase in employment in the euro area since 1995 and the much
smaller 22.7 percent increase in the volume of working time, the average working time in
the euro area has declined by almost 6 percent or about 90 hours per year. The sharp drop
in the first pandemic year 2020 by almost 5 percent compared to the previous year could
only be partially compensated for, so that since the Corona pandemic a slight intensification
of the declining trend is evident.

Lithuania is the only country in today's euro area where the average working time per em-
ployee has increased since 1995. In Cyprus and Slovenia, individual working time remained
unchanged, but in all other euro area countries there were clear declines in some cases. In
Austria, the decline was above average at over 11 percent or 180 hours per year. In Austria's
most important trading partners in the euro area, such as Germany (- 10.4 percent or 150
hours) and Italy (-7.0 percent or 115 hours), the decline was also above average. The strong-
est reduction in average working hours since 1995 can be seen in Ireland with almost 14
percent or 260 hours per year.

While in the euro area the average working time per employee decreased continuously, in-
fluenced in the short term by a strong fluctuation during the Corona pandemic, it also de-
creased in the USA, but in 2021 (latest available data) it was only just under one percent or
10 hours below the 1995 value. The declining trend stopped in the USA at the end of the fi-
nancial crisis in 2009. Since then, working hours per employee have been rising steadily

Part-time work is en vogue

The reduction in individual working hours in Europe is reflected in an increase in part-time
employment. The absolute number of part-time workers almost doubled in this period to
over 31 million. In Austria, the number of part-time workers increased from just under
500,000 in 1995 to almost 1.3 million in 2022. This corresponds to an increase of almost
170 percent. Only in Luxembourg, Malta, Spain and Italy was there an even higher dynamic.

In the euro area, the number of part-time workers as a proportion of total employment was
20.5 percent in 2022. In 1995, the part-time ratio in the current euro area member countries
was only around 13 percent. At 21.5 percent, the part-time rate in the euro area reached a
peak in 2015. The onset of economic recovery after the euro crisis led to a decline in the
part-time rate, which continues to this day.

Chart 3: Working hours per employee Chart 4: Working hours per employee in comparison
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Part-time employment rate in
Austria at almost 30 percent,
one of the highest in Europe

Productivity of employees in
the euro area has risen by a

quarter since 1995, even by
more than a third in Austria.

In Austria, the part-time rate rose to almost 30 percent by 2022. This is the highest part-
time rate within the euro area apart from the Netherlands. In contrast to the pan-European
trend, the part-time rate in Austria has increased continuously since 1995, even after 2015.
Only about one-third of part-time workers in Austria in 2022 report having care responsibili-
ties for children or other family members. Not quite 8 percent cannot find full-time employ-
ment and almost 4 percent are only working part-time due to their own illness or disability.
This means that more than 50 percent of part-time workers in Austria voluntarily do not
seek full-time employment.

Increase in value added slowed by around 7 percent due to reduction in working hours

The decreasing working time per employee in the euro area is contrasted by a significant in-
crease in productivity. Gross value added per hour worked doubled from 30 euros in 1995 to
almost 60 euros in 2022. Adjusted for inflation, this corresponds to an increase of 22 per-
cent since 1995. On averagde, an employee has thus become almost a quarter more produc-
tive in this period. Until the beginning of the financial crisis in 2008, the pace of productivity
improvement in the European economy was particularly high. The subsequent losses were
quickly made up for in the first recovery phase after the financial crisis. With the onset of the
euro crisis, the pace of productivity improvement slowed somewhat and remained subdued
during the Corona pandemic.

The strongest productivity gains among the euro area countries were recorded by the Central
and Eastern European members, such as above all the Balts and Slovakia. The structural
change in the course of the transformation of the economies after the opening of the East
was reflected in productivity gains of up to 300 percent. Among the western member states,
Ireland, which benefited from a large number of company relocations thanks to the granting
of tax advantades, has the highest productivity increases, while in Greece, as a result of the
massive economic problems in the course of the so-called euro crisis, productivity has actu-
ally fallen. Austria shows an above-average productivity growth of about 35 percent since
1995, which is also higher than the main trading partner Germany (+31 percent). At 67 eu-
ros in 2022, gross value added per hour worked is more than twice as high as in 1995 and
now exceeds the comparable value for the euro area by 16 percent. In 1995, gross value
added per hour worked exceeded the value for the euro area by only 7 percent.

Chart 5: Part-time rate in the euro area Chart 6: Real gross value added per hour
(2022, share of part-time work in % of total employment) (2022, 1995=100)
350
45 426 209
295
40 300 275
261 259
35
29.7 Se0
30 28.0
25 23.8 200 183
20.1 Euro area 161 131
e0 183179 165 150 13937 77,0y 123 139
13.313.2 123 (11909 0 o
15 T Euro area oo
100 89
10 9387 8.0
68665
5 31 50
0 0
NL AT DE BG IE LX IT FI FR ES EEMTCY SI EL PT LV LT HR SX LV EE SX LT IE S| HRAT FI DE NL FRBE PT CY ES LX IT EL US 21

Source: Eurostat, UniCredit Research

UniCredit Research Page 5



Analyses

Working hours per employee in
a cross-country comparison

Productivity growth contrib-
utes to just under 50 percent
and the increase in the vol-
ume of working hours slightly
more than 50 percent of the
growth in value added in the
euro area since 1995.

Without countermeasures, a
further decline in working
hours per employee is to be
expected.

Chart 7: Real gross value added per hour worked
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Increase in value added slowed by around 7 percent due to reduction in working hours

The increase in productivity has played a major role in the rise in real gross value added in
the euro area by almost 50 percent since 1995. Assuming an unchanged number of employ-
ees and working hours, the increase in productivity alone caused real gross value added to
rise by 22 percentage points. The single effect of the increase in the annual volume of work-
ing hours by 36 billion hours since 1995 alone caused an increase in real gross value added
by about 28 percent. The reduction in average working time per employee, on the other
hand, dampened the increase in real gross value added. If average working hours had not
decreased by about 90 hours per year or 2 hours per week between 1995 and 2022, real
gross value added in the euro area could be 9 percentage points higher, all other parameters
remaining unchanded. In Austria, with an above-averagde increase in real gross value added
of about 60 percent, the increase in productivity accounted for about three-fifths and the in-
creased volume of working hours for two-fifths of the increase. The strong decline in average
working hours reduced the potentially achievable gross value added in Austria by 12.5 per-
cent since 1995.

Challendes increase due to social and demographic change

The decline in available working time per employee due to (labour) law and socio-political
changes (keyword: marginal employment, part-time work, working-life balance, etc.) will
probably continue in the coming years. In addition, Europe is facing a demographic develop-
ment in the form of an ageing population, which at least points to a slowdown in the growth
of the labour supply. In order to meet these challenges to prosperity in Europe, increased ef-
forts are needed to increase employment (key words: female employment, part-time work,
skilled migration) and to further improve productivity through innovation and the use of
more efficient methods of production. This is all the more true as, for example, the annual
working time per employee in the USA is 300 hours higher than in the euro area and has
even increased by around 85 hours since 2010. However, this will be difficult to implement
in many, especially contact-oriented, service sectors, such as accommodation and catering
or in the health sector, without a loss of quality or service.

Chart 8: Gross value added
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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
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."

Imprint

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 objective: 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, Daniela Barco, Philipp Gamauf, Dieter Hengl, Georgiana Lazar, Emilio Manca, Marion Morales Albifiana-Rosner,
Wolfgang Schilk.

Supervisory Board of the media owner:
Gianfranco Bisagni, Livia Aliberti Amidani, Christoph Bures, Richard Burton, Adolf Lehner, Aurelio Maccario, Judith Maro, Herbert
Pichler, Eveline Steinberger-Kern, Doris Tomanek, 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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