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Overview
FURTHER SLIGHT IMPROVEMENT IN ECONOMIC 
MOMENTUM 

• The UniCredit Bank Austria Economic Indicator rose to -0.7 
points in August, improving slightly compared with July 

• Sentiment improved in industry, construction, among 
consumers and in exports, though not in the services sector, 
which continues to be affected by elevated inflation 

• Following a slight contraction in the second quarter, 
prospects for the second half of the year have improved; 
however, ongoing geopolitical tensions continue to limit the 
pace of economic recovery 

• Weak economic growth of 0.8% in 2026 is expected to result 
in a slight increase in the average unemployment rate to 
7.5% 

• GDP growth is expected to accelerate to 1.2% in 2027, 
leading to a modest improvement in labor market conditions 

• Continued tensions in the Middle East are expected to 
contribute to higher inflation in 2027. As a result, the inflation 
forecast has been revised upward from 2.5% to 2.8%, and the 
ECB is expected to increase interest rates again to 2.75% in 
December 
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Indicator
Dez.98 3,3 3,2

Dez.99 4,5 4,4

Dez.00 2,9 3,9

Dez.01 0,0 0,4

Dez.02 0,8 1,8

Dez.03 2,4 2,7

Dez.04 2,6 2,8

Dez.05 2,7 2,9

Dez.06 3,5 3,9

Dez.07 2,9 2,9

Dez.08 -1,2 -2,0

Dez.09 -0,7 0,7

Dez.10 2,6 2,2

Dez.11 1,5 0,6

Dez.12 0,0 0,6

Dez.13 0,7 1,5

Dez.14 1,0 0,8

Dez.15 1,4 1,7

Dez.16 2,0 3,1

Dez.17 3,1 5,2

Dez.18 3,1 3,1

Dez.19 0,3 1,3

Dez.20 -4,9 0,0

Mär.21 -5,3 2,3

Jun.21 14,3 7,1

Sep.21 5,0 5,5
Dez.21 6,8 3,4

Mär.22 9,8 1,2

Jun.22 6,4 0,3

Sep.22 3,1 -2,8

Dez.22 2,6 -2,4

Mär.23 3,5 -1,7

Jun.23 -1,7 -3,3

Sep.23 -2,2 -4,6

Dez.23 -2,5 -3,7

Mär.24 -2,1 -2,5

Jun.24 -1,1 -2,2

Sep.24 -0,3 -2,4
Dez.24 0,8 -3,3

Mär.25 0,4 -2,2

Jun.25 0,7 -2,0

Sep.25 1,3 -2,1

Dez.25 1,0 -0,7

Mär.26 0,8 -1,3

Jun.26 0,4 -1,7

Jul.26 -0,8

Aug.26 -0,7
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In detail 
UNICREDIT BANK AUSTRIA BUSINESS INDICATOR 
INCREASED TO MINUS 0.7 POINTS IN AUGUST 

Despite the lack of geopolitical easing in the Middle East, 
economic sentiment in Austria improved slightly again in 
August. The UniCredit Bank Austria Economic Indicator rose to-
0.7 points, reaching its highest level since the beginning of the 
U.S. attack on Iran and the blockade of the Strait of Hormuz. 
Sentiment improved further, albeit moderately, in industry, 
construction, among consumers and in exports. However, rising 
inflation expectations weighed on the services sector and 
caused sentiment there to deteriorate somewhat. 

 

INDUSTRY, CONSTRUCTION, CONSUMERS AND 
EXPORTS SHOW BETTER SENTIMENT THAN BEFORE 
THE OUTBREAK OF WAR 

Despite the burden of the conflict in Iran, economic sentiment 
has improved since the beginning of the year in industry, 
construction, among consumers and in the export sector. Only in 
the services sector was the assessment of economic conditions 
noticeably weaker in August than at the start of the year. 

Sentiment in domestic manufacturing and construction 
improved again. The corresponding indicators have returned to 
levels last seen in 2023 and are significantly above those 
recorded in 2025. Consumer sentiment is also slightly above 
2025 levels. Only the services sector remains considerably more 
pessimistic than last year, reflecting uncertainty regarding 
future cost developments. 

Although consumer sentiment remains below its long-term 
average and therefore remains in pessimistic territory, it 
provided the strongest contribution to the improvement of the 
economic indicator in August. At the same time, sentiment in 
the services sector, while still below average and slightly weaker 
than in July, is now noticeably better than at the beginning of 
the summer. 

The improvement in sentiment in the construction sector 
compared with July was driven by the ancillary construction 
industry, which reported a significant improvement. 
Nevertheless, sentiment in the construction sector remained 
negative across all sub-segments. In industry, a further 
improvement in order intake and a slight easing of cost 
pressures contributed to a brighter sentiment. In August, this 
also led to an increase in production and, for the first time, 
employment. In addition, the export-oriented economy 
benefited from a more favorable international environment. The 
indicator for global industrial sentiment, weighted according to 
Austria’s trade shares, rose slightly again in August, primarily 
due to improved developments in Europe. 

Despite the renewed slight improvement, sentiment remained 
in pessimistic territory across all economic sectors and, in some 
cases, was still significantly below the long-term average. 
Furthermore, the assessment of the economic situation in 
Austria was weaker than in the euro area for the sixth 
consecutive month. A positive development is that this gap 
narrowed in many areas. The largest difference compared with 
the euro area continues to be in the construction sector. 

 

RECOVERY UNDER DIFFICULT CONDITIONS 

After the impact of the Iran conflict and other special factors 
caused the expected downturn in the Austrian economy in the 
second quarter, resulting in a decline of 0.1%, current sentiment 
indicators support expectations of a gradual economic recovery. 
However, diminished hopes for a lasting agreement between 
Iran and the United States, as well as for a normalization of 
shipping traffic through the Strait of Hormuz, have once again 
increased risks. In particular, the renewed sharp rise in energy 
prices, especially natural gas prices in Europe, represents a 
significant downside risk. Nevertheless, the improvement in 
sentiment during the third quarter should have a positive effect 
on economic activity. 

As in the first half of the year, consumption is expected to 
support economic growth in the second half, both private and 
public consumption. Continued recovery in machinery and 
equipment investment, together with a less pronounced decline 
in construction investment, could contribute to the recovery of 
the Austrian economy. Additional support is expected from 
foreign trade, although less from export growth than from a 
decline in imports. However, global uncertainty and elevated 
energy prices continue to dampen the outlook. 

Despite the lack of an easing in geopolitical tensions, the 
moderate recovery trend that became visible at the beginning of 
the year is expected to resume. Accordingly, economic growth of 
0.8% is still anticipated for 2026. The economy in 2027 is also 
likely to remain affected initially by the after-effects of the Iran 
conflict. Nevertheless, a more stable geopolitical environment 
and the normalization of energy markets should strengthen the 
recovery through stronger domestic demand. Under these 
conditions, a somewhat stronger increase in GDP of 1.2% is 
expected to be achievable. 

 

STABLE BUT TIGHT LABOR MARKET 

Despite weak economic growth, Austria’s labor market continues 
to prove resilient. The number of job seekers has increased only 
moderately since the beginning of the year by around 3,500 
persons and even declined in August, supported by a visible 
increase in employment. In addition, the continuing shortage of 
skilled labor and the only slowly growing labor force continue to 
sustain demand for workers. The seasonally adjusted 
unemployment rate has remained at 7.6% since spring. 

With the expected gradual recovery of the economy, labor 
market conditions should stabilize in the coming months and 
even allow for a slight decline in unemployment during 2027. 
Following an increase in the unemployment rate to an average 
of 7.5% in 2026, the economic recovery should contribute to a 
gradual easing of labor market pressures in 2027. On average, 
an unemployment rate of 7.4% is expected. 

 

INFLATION RISES ABOVE 3% AGAIN IN AUGUST 
DESPITE THE VAT REDUCTION 

Rising fuel prices pushed inflation in Austria back above 3% in 
August. According to preliminary estimates, the inflation rate 
increased to 3.2%. The rise would have been even stronger had 
it not been for the reduction in value-added tax on basic food 
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products. During the first eight months of the year, the average 
inflation rate amounted to 3.0%. 

Inflationary pressure is expected to remain elevated in the 
coming months. This is indicated by core inflation, which 
continues to stay above 3%. In addition to strong price dynamics 
in the services sector, there are risks of more pronounced food 
price increases caused by heat-related crop failures. 
Furthermore, energy prices are likely to remain significantly 
above the levels of the previous year throughout the second half 
of the year, contributing to inflation. As a result, inflation could 
reach 4% again toward the end of 2026 or at the beginning of 
2027. 

For Austria, the inflation rate is still expected to average 3.2% in 
2026. Inflation in the euro area is also expected to remain above 
the European Central Bank’s inflation target. In 2027, inflation 
in Austria is projected to come in at 2.8%, higher than previously 
expected, mainly due to persistently elevated energy prices, 
particularly for natural gas. 

 

FURTHER MONETARY TIGHTENING LIKELY IN 
DECEMBER 

The situation remains challenging for the European Central 
Bank. With somewhat better-than-expected economic 
performance in the first half of the year, inflation has started to 
rise again due to higher energy prices and could approach 4%. 
Additional risks stem from rising food prices and the possibility 
of second-round effects from higher energy costs. 

The geopolitical risks in the Middle East, uncertainty in energy 
markets, and the continued resilience of labor markets suggest  

 

 

that the ECB has not yet completed its tightening cycle. 
Therefore, a further increase in key interest rates by 25 basis 
points at the December meeting is expected, bringing the policy 
rate to 2.75%. 

Assuming there is no further escalation in energy and 
commodity markets, this step is likely to mark the end of the 
current tightening cycle. However, given the risks of persistently 
elevated inflation, a restrictive monetary policy stance may need 
to remain in place for longer and could delay any potential 
easing until late 2027.
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Slight improvement in consumer sentiment 

 
Despite the ongoing geopolitical tensions, the mood among 
domestic consumers brightened again somewhat.  

 

 

Global industrial sentiment more favorable 

 

 

 

 

 

 

The indicator for global industrial sentiment, weighted by 
Austria's trade shares, rose in August, mainly due to the 
improved development in Europe.  

 

Again less headwind in construction  

 
The mood in the construction sector remained very tense at 
the beginning of the second half of the year. Despite the weak 
order situation, sentiment improved both in building and civil 
engineering as well as in ancillary trades.  

 

Services sentiment somewhat clouded 

 
Sentiment in the service sector deteriorated somewhat again 
in August, weighed down by higher inflation, among other 
things.  

 
 

Pessimism in industry increased again 

 
In industry, an improved order situation and a slight easing of 
cost pressure contributed to the improvement in sentiment.  

 

 

UCBA Business Indicator rose to minus 0.8 
points in July 

     
The increase in the UCBA Business Indicator in August was 
particularly strong due to the improvement in consumer 
sentiment. 

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 Economy online: Analyses & Research.  

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 
knowledge 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 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. 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 knowledge, risk appetite, financial circumstances and financial loss tolerance) 
and carry out a product-specific suitability test. 

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): Ivan Vlaho, Albert Angersbach, Daniela Barco, Hélène 
Buffin, Dieter Hengl, Emilio Manca, Marion Morales Albiñana-Rosner, Svetlana Pancenko.  

Supervisory Board of the media owner: Gianfranco Bisagni, Aurelio Maccario, Livia Aliberti Amidani, Christoph Bures, Richard Burton, 
Tamara Haas, Judith Maro, Herbert Pichler, Eveline Steinberger, 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% of the shares in the media owner (key details of the shareholder structure of UniCredit S.p.A. are 
available at Shareholders - UniCredit).  

“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 
Anteilsrechten” (a private foundation under Austrian law; founder: Anteilsverwaltung-Zentralsparkasse; beneficiary: WWTF – Wiener 
Wissenschafts-, Forschungs- und Technologiefonds) have a combined interest of 0.004% in the media owner.  

 
  

https://www.bankaustria.at/en/markets-research-economy-online.jsp
mailto:econresearch.austria@unicreditgroup.at
mailto:walter.pudschedl@unicreditgroup.at
https://www.unicreditgroup.eu/en/governance/shareholders.html


 

 

 

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

Our customer service on the Internet 
bankaustria.at/customer-support  

 

Our branches throughout Austria 
filialfinder.bankaustria.at 

 

 You can find us on: 

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

Misprints and errors are reserved. 
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