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Overview

HIGHER INFLATION CAUSED BY THE IRAN
CONFLICT WILL SLIGHTLY SLOW THE RECOVERY OF
THE AUSTRIAN ECONOMY

The UniCredit Bank Austria Business Indicator had already
deteriorated slightly to minus 0.5 points in the run-up to the
Iran conflict

Sentiment deteriorated across all economic sectors,
particularly in the construction industry, though consumer
pessimism eased

The Iran conflict will only slightly slow the tentative recovery
of the domestic economy: we are lowering our GDP forecast
by 0.1 percentage points to 0.9 per cent for 2026 and 1.4 per
cent for 2027

Geopolitical uncertainties will dampen the willingness to
invest, and higher inflation will have a nedative impact on
consumer spending

The labor market remains stable: the unemployment rate is
expected to fall slightly to 7.3 per cent in 2026 and 7.2 per
centin 2027

We expect military operations adainst Iran to be of a
managdeable duration of a few weeks, followed by a gradual
easing of disruptions to energy supplies

The rise in energy prices will nevertheless reverse the decline
in inflation in Austria: we are raising our inflation forecast for
2026 from 1.9 per cent to 2.5 per cent

In 2027, inflation could reach 2.2 per cent, 0.2 percentage
points higher than previously assumed

ECB in a wait-and-see mode: no key interest rate hike
expected for the time being

UniCredit Bank Austria Business Indicator
GDP (real; yoy in %)
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GDP real
(yoy in %)
Dec-98 3.3 3.2
Dec-99 4.5 4.4
Dec-00 2.9 3.9
Dec-01 0.0 0.4
Dec-02 0.8 1.8
Dec-03 2.4 2.7
Dec-04 2.6 2.8
Dec-05 2.7 2.9
Dec-06 3.5 3.9
Dec-07 2.9 2.9
Dec-08 -1.2 -2.0
Dec-09 -0.7 0.7
Dec-10 2.6 2.2
Dec-11 1.5 0.6
Dec-12 0.0 0.6
Dec-13 0.7 1.5
Dec-14 1.0 0.8
Dec-15 1.4 1.7
Dec-16 2.0 3.1
Dec-17 3.1 5.2
Dec-18 3.1 3.1
Dec-19 0.3 1.3
Dec-20 -4.9 0.0
Mar-21 -5.3 2.3
Jun-21 14.3 7.1
Sep-21 5.0 5.5
Dec-21 6.8 3.4
Mar-22 9.8 1.2
Jun-22 6.4 0.2
Sep-22 3.1 -2.8
Dec-22 2.6 2.4
Mar-23 3.5 -1.7
Jun-23 -1.7 -3.3
Sep-23 2.2 -4.6
Dec-23 2.5 -3.7
Mar-24 2.1 -2.5
Jun-24 -1.1 -2.3
Sep-24 -0.3 -2.4
Dec-24 0.8 -3.3
Mar-25 0.2 -2.2
Jun-25 0.6 -2.1
Sep-25 1.1 2.1
Dec-25 0.6 -0.7
Jan-26 -0.4
Feb-26 -0.5

Source: UniCredit Bank Austria
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In details

UNICREDIT BANK AUSTRIA BUSINESS INDICATOR
DECREASED TO MINUS 0.5 POINTS IN FEBRUARY

Even before the outbreak of the Iran conflict, the positive trend
in sentiment seen in recent months had already begun to wane.
“Business confidence among companies in Austria deteriorated
slightly in February. The UniCredit Bank Austria Business
Indicator fell marginally to minus 0.5 points. Despite the decline,
the indicator — apart from the previous month — stood at its
highest level since the summer of 2022. Whilst pessimism
among domestic consumers has eased significantly, business
sentiment has deteriorated. Sentiment in the construction sector
has deteriorated particularly sharply. It has even fallen to its
lowest level since the 2009 financial crisis. Although positive
signals were coming from global industry, sentiment in
domestic industry also declined.

Across all economic sectors, the business situation was assessed
as less favorable than the long-term average. However, service
sector companies remained at least more optimistic than in the
eurozone, whilst sentiment in the construction sector has now
been worse than in the eurozone for eight years and in industry
for three and a half years.

The recovery of the Austrian economy is tentative and
fluctuating, making progress only in small steps. The US and
Israeli attack on Iran has reshuffled the cards for the Austrian
economy. Geopolitical uncertainties will weigh on growth
prospects, particularly as the de facto blockade of the Strait of
Hormuz, which is having a negative impact on oil and das
supplies, will drive up inflation. Nevertheless, even in this
challenging environment, the Austrian economy should be able
to continue its recovery, albeit at a somewhat slower pace.

The economists at UniCredit Bank Austria expect military
operations in the Gulf region to be of limited duration, lasting
just a few weeks. One arqument in favour of this is that the
likelihood of the Iranian regime holding on increases if a major
escalation — involving disruption to its own oil exports and
alienation from other Gulf states — is avoided. On the other hand,
the US in particular has no interest in waging a protracted war
ahead of the autumn elections.

SLOWER PACE OF RECOVERY, BUT NO RECESSION

Considering these additional headwinds, we have revised our
growth forecast for the Austrian economy downwards slightly.
We are lowering our GDP forecast by 0.1 percentade points to
0.9 per cent for 2026 and 1.4 per cent for 2027. Geopolitical
uncertainties are dampening the willingness to invest, and
higher inflation will have an adverse effect on consumer
spending. The tentative recovery of the domestic economy will
slow down somewhat, but will not come to a standstill. The
Austrian economy has proved more resilient to the tariff shock
than expected and should be able to continue demonstrating
this resilience.

Private consumption will be the weakest link in the chain in the
coming months. The trend in nominal wagdes provides little
boost to real purchasing power. However, the dampening of
consumer momentum should remain managdeable, as the
current tensions are likely to lead only to short-term fluctuations

in sentiment, meaning that a further reduction in the savings
ratio should almost offset this.

EASING ON THE LABOUR MARKET SHOULD
NEVERTHELESS PREVAIL

The slight slowdown in the pace of recovery should not affect
the gradual easing of the situation in the labor market. If the
duration of the conflict remains limited, supported by a modest
rise in the labor supply, a slight decline in the unemployment
rate to 7.3 per cent in 2026 and 7.2 per cent in 2027 can be
expected.

ENERGY PRICES DRIVE INFLATION

We currently anticipate a relatively swift end to the hostilities,
which would allow enerdy prices to return to the levels
prevailing before the start of the military conflict by the end of
2026. By the end of the year, the gas price should therefore
stabilize at 35 euros per MWh and the oil price at around 60
euros per barrel. On averade for 2026, the TTF natural das price
is likely to be around 40 euros per MWh and the crude oil price
around 65 euros per barrel.

Although the rise in oil and gas prices will be only temporary if
the crisis develops favorably, it will nevertheless have an impact
and push up inflation in the coming months. Having largely
reached the ECB’s tardet in the first two months of 2026,
inflation in Austria is now expected to remain above the 2 per
cent target for a prolonged period, with figures approaching the
3 per cent mark.

We have raised our inflation forecast from an annual average of
1.9 per cent in 2026 to 2.5 per cent, assuming the conflict
remains within manageable limits and there are no further
escalations that would negatively impact energy prices and
increase the likelihood of second-round effects. Inflation of 2.2
per cent is also expected for 2027, which is slightly higher than
previously assumed.

NO HASTY MOVE BY THE ECB

As the adverse impact on the economy is likely to be
manageable given the limited duration of the war, and the rise
in inflation is also expected to remain within a relatively narrow
and temporary range, we assume that the European Central
Bank will adopt a wait-and-see stance. As long as inflation
expectations remain stable, no chandes to the current monetary
policy are expected for the time being. We expect the ECB’s next
move to be a 25-basis-point interest rate hike in the second half
of 2027. However, the risks surrounding interest rate changdes
this year have shifted from further easing to a possible rate hike.
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{ Economic Forecast
i forecast UCBA
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027

Real change in %

GDP 2.3 2.5 1.8 -6.3 49 5.3 -0.8 -0.7 0.6 0.9 1.4
Private consumption 1.9 0.8 0.7 -7.6 4.9 5.4 -0.2 1.0 0.5 0.6 1.2
Public consumption 0.6 1.0 13 -0.8 7.7 0.0 0.6 3.8 2.4 0.4 0.5
Gross fixed capital formation™) 4.2 4.4 43 -5.3 6.0 -0.3 -1.3 -4.1 1.7 0.8 2.3

Investments in plant and machinery 7.7 13 1.0 -8.2 8.8 -1.7 1.2 -4.4 9.2 2.0 3.0

Investments in construction 2.5 5.6 3.5 -3.5 4.3 -2.1 -4.5 -5.9 -2.9 0.0 1.5
Exports 49 5.2 4.0 -10.5 9.5 9.4 -0.6 -2.3 0.3 2.1 3.0
Imports 53 51 2.4 -9.6 14.1 6.9 -4.3 -2.6 1.7 16 2.9
CPI (chande in %) 2.1 2.0 1.5 14 2.8 8.6 7.8 29 3.6 2.5 2.2
HCPI (change in %) 2.2 2.1 15 14 2.8 8.6 7.7 2.9 3.6 2.4 2.2
Saving ratio (in %) ***) 7.1 7.7 7.2 13.6 11.3 9.1 8.6 11.7 11.4 10.7 9.8
Current account (in euro bn) ***) 4.6 3.2 9.4 12.8 7.0 -5.8 7.7 7.5 6.5 5.5 515
Current account (in % of GDP) ***) 1.3 0.8 2.4 3.4 1.7 -1.3 1.6 1.5 13 1.0 1.0
Employment (in 1,000)**) 3,573 3,661 3,720 3,644 3,734 3,845 3,889 3,898 3,905 3,919 3,938
Employment (change in %) **) 2.0 2.5 1.6 -2.0 25 3.0 1.2 0.2 0.2 0.4 0.5
Unemployment rate (nat. def.) 8.5 7.7 7.4 9.9 8.0 6.3 6.4 7.0 7.4 7.3 7.2
Unemployment rate (EU def.) 6.0 5.2 4.8 6.0 6.2 4.8 5.1 5.2 57 5.6 5.3
Unemployed (annual average in 1,000) 340 312 301 410 332 263 271 298 318 314 308
General dov. balance (in % of GDP) ***) -0.8 0.2 0.5 -8.2 -5.7 -3.4 -2.6 -4.7 -4.0 -3.7 -3.0
Public-sector debt (in % of GDP) ***) 79.1 746 71.0 83.2 824 78.1 77.8 79.9 813 82.3 82.4
Nominal GDP (in euro bn) 367 383 396 380 406.2 4494 4778 4941 5128 530.2 549.7
*) excluding changes in inventory **) excluding persons drawing maternity benefits, military service and training ***)2025: estimate

Source: UniCredit Bank Austria

Konjunkturindikator, Seite 4 von 7



Noticable improved consumer sentiment Services sentiment declined

Consumer sentiment Services sentiment
1 1 1 1
0
0
-1
-1
-2 . . 2 : ) .
Change against previous month : Change against previous month
Consumer sentiment (standardized) : Services sentiment (standardized)
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The mood of domestic consumers brightened 5|gn|f|cantly in Sent|ment in the service sector deteriorated notmeably in
February, supported by the significant reduction in inflation. February and fell back below the long-term average.
Export environment improved Industrial sentiment also deteriorated
Global industrial confidence Industrial confidence in Austria
1 1 | . ‘ 1
Change adainst previous month Change against previous year
International industrial confidence : Industrial sentiment
S e «ywy -0 0 rr-.—lr'l—l-' i
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The indicator for global industrial sentiment improved again In view of the tense competitive situation and the headwind
in February, although the pace was significantly slower than from US tariff policy, the mood in industry clouded over again
in the previous month. after four consecutive increases.
L. . . UCBA Business Indicator decreased to minus 0.5
Continuing downward trend in construction points in February
Construction confidence i UniCredit Bank Austria Business Indicator
1 Change against previous year 1o : 2 Loan development Construction i
Construction confidence (standardized) 3 Services Em— Consumer 3
0 0 5 mmmmm Global industry mmmmm Manufacturing 5
| =
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In the construction industry, economic sentiment The slight decline in the UCBA Business Indicator in February
deteriorated in February for the fourth month in a row to its was due to a deterioration in all sectors, while consumer
lowest level since the financial crisis in 2009. sentiment increased.

Sources: EU-Commission, Statistik Austria, UniCredit
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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 & Research
- 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.

AUTHORS

Walter Pudschedl, Senior economist, UniCredit Bank Austria (walter.pudschedl@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
knowledde of the investor.

It is an analysis based on publicly available economic data. Despite careful research and the use of reliable sources, no responsibility
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
substantially 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 adainst 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. Figures
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 tolerance)
and carry out a product-specific suitability test.
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Disclosure according to Sections 24 and 25 of the Austrian Media Act (Mediengesetz - MedienG):
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UniCredit Bank Austria AG
1020 Vienna, Rothschildplatz 1

Which is also the media owner.
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Interests held in the media owner pursuant to Section 25 of the Austrian Media Act:

UniCredit S.p.A. holds 99.996% 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/dovernance/shareholder-structure.html).

“Betriebsratsfonds des Betriebsrats der Andestellten der UniCredit Bank Austria AG, Redgion 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
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Wissenschafts-, Forschungs- und Technologiefonds) have a combined interest of 0.004% in the media owner.

Business Indicator, page 6 of 7


http://www.bankaustria.at/en/about-us-publications-economic-research-austria.jsp
http://www.bankaustria.at/en/about-us-publications-economic-research-austria.jsp
mailto:econresearch.austria@unicreditgroup.at
mailto:walter.pudschedl@unicreditgroup.at
https://www.unicreditgroup.eu/en/governance/shareholder-structure.html

MobileBanking App
Simply download it from your provider's app store.
All information: mobilebanking.bankaustria.at

%ﬂ,ﬁg Our customer service on the Internet
LT abath bankaustria.at/customer-support
72750
droe
@" ;EI% Our branches throughout Austria
Pt e filialfinder.bankaustria.at
EiE

You can find us on:

M EdXD

This information was prepared by UniCredit Bank Austria AG, Rothschildplatz 1, 1020 Vienna (media owner and publisher).

Misprints and errors are reserved.
Status: March 2026


https://www.bankaustria.at/en/mobilebanking-app.jsp
https://www.bankaustria.at/en/customer-support.jsp
https://filialfinder.bankaustria.at/en/

