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Overview
RECOVERY CONTINUES, BUT INFLATION COMES 
BACK INTO FOCUS 

 

• Slight slowdown in recovery as a result of the Iran conflict  

The moderate recovery of the Austrian economy seems to be 
continuing in the first months of 2026. Sentiment indicators 
have improved compared to the second half of 2025 and real 
economic data so far suggest modest growth. However, as a 
result of the Iran conflict, we have slightly lowered our growth 
forecast for the Austrian economy. We expect the tentative 
recovery of the domestic economy to slow down somewhat, 
but not to come to a standstill. We have lowered our GDP 
forecast by 0.1 percentage points to 0.9 percent for 2026 and 
1.4 percent for 2027. Geopolitical uncertainties will dampen 
the willingness to invest, and higher inflation as a result of 
rising energy prices due to the de facto blockade of the Strait 
of Hormuz will have an unfavorable effect on consumption 
dynamics.  

 

• Unemployment rate unchanged at 7.5 percent  

The slight improvement trend in the labor market stalled 
somewhat at the beginning of the year, but the situation 
remains stable. The unemployment rate in February was 
unchanged from the previous month at 7.5 percent, 
seasonally adjusted.  

Comparatively somewhat more favorable economic 
development will drive the trend reversal on the labor market 
in 2026, but setbacks such as those at the beginning of the 
year cannot be ruled out, depending primarily on the 
development of employment in industry.  

After the unemployment rate rose to 7.4 percent in 2025, we 
expect it to fall to 7.3 percent in 2026 and continue to at least 
7.2 percent in 2027.  

 

• Deficit of the 2025 federal budget is lower than planned  

The consolidation efforts in the public budget took effect in 
the second half of 2025. At 2.8 percent, net financing for the 
year remained well below the estimate of 3.5 percent of GDP. 
In view of this positive development, we expect a decline in 
the general government budget deficit to 4.0 percent of GDP, 
despite the challenges in the state and municipal budgets. 
Total debt is thus likely to have been around 81 percent of 
GDP in 2025. 

 

• Iran conflict will cause inflation to rise again 

Inflation in the first two months of 2026 fell to an average of 
2.1 percent year-on-year, mainly due to the elimination of the 
effect of the expiry of the electricity price brake from the 
calculation, but also due to declining upward pressure from 

food and service prices. We currently expect a relatively quick 
end to hostilities, which would allow energy prices to return 
to pre-conflict levels by the end of 2026. On an annual 
average in 2026, the TTF natural gas price is expected to be 
around EUR 40 per MWh and the crude oil price is expected 
to be around EUR 65 per barrel. In any case, inflation will rise 
again in the coming months. We have raised our inflation 
forecast from 1.9 percent on average in 2026 to 2.5 percent. 
At 2.2 percent, inflation is also expected to be slightly higher 
than previously assumed for 2027.  

 

• ECB on hold  

Since the unfavourable impact on the economy is 
manageable if the war lasts for a limited period and the rise 
in inflation is also likely to remain within a relatively narrow 
and temporary framework, we assume that the ECB will 
retreat to a waiting position. As long as inflation expectations 
remain stable, no change in the deposit rate of 2 percent is to 
be expected. We expect the ECB's next step to be a 25 basis 
point rate hike in the second half of 2027. However, the risks 
of a change in interest rates this year have shifted from 
further easing to a possible interest rate hike.  

 

Source: UniCredit Bank Austria 
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Slight GDP increase in 2025, moderate acceleration in 2026/27 
   

 

After two years of GDP declines, the Austrian economy 
began to recover slightly in 2025. According to current 
estimates, GDP rose by 0.6 percent in real terms. 

 After a moderate start to the year, the economy should be 
somewhat more buoyant in the second half of 2026, but the 
Iran war is weighing on the pace of recovery. 

Sentiment in the Austrian economy somewhat more cautious again in February  
 
 

  
 

In February, economic sentiment in Austria generally 
deteriorated somewhat, but consumer pessimism 
decreased.  

 Burdened by a deterioration in business sentiment in all 
sectors of the economy, the UniCredit Bank Austria 
Business Indicator fell slightly to minus 0.6 points in 
February 2026. 

Economic outlook   

 Source: UniCredit Bank Austria  
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Upward trend in retail sales volatile                               Downward trend in construction accelerated 
  
 

  
 

After the 0.7 percent year-on-year increase in real sales on 
average in 2025, the slight upward trend continued at the 
beginning of 2026 with an increase of 0.9 percent. 

 According to preliminary figures, construction output fell by 
an average of 1.4 percent in 2025 (in real terms, adjusted 
for the number of working days), with a significant 
acceleration of the negative trend at the beginning of 2026.  

Industry gradually improved  
 
 

  
 

Industrial production (manufacture of goods, in real terms, 
adjusted for working days) rose by around 3 percent in 2025. 
The growth trend continued in January 2026 with an 
increase of 2.9 percent.  

In February, the UniCredit Bank Austria Purchasing 
Managers' Index rose to 49.4 points, supported by an 
improvement in new business.   

Exports continue to decline, current account surplus to decrease  
   

 

Nominal exports fell by 0.5 percent in 2025, weighed down 
by U.S. tariff policy, while imports rose by 4.1 percent year-
on-year. The trade deficit amounted to 6.6 billion euros. 

 
The positive current account balance in 2025 was 
significantly lower than in 2024 due to the deterioration in 
the goods balance, and this trend is expected to continue in 
2026, albeit at a slower pace.  

Sources: Statistik Austria, OeNB, Macrobond, UniCredit Bank Austria 
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Inflation rose marginally to 2.2 percent year-on-year in February 2026 
 
 

  
 

Inflation is expected to be only 2.2 percent year-on-year in 
February. Energy prices played a major role in the sharp 
decline, supported by the base effect of the end of the 
“electricity price brake”.  

 
After the sharp decline in inflation at the beginning of 2026, 
higher values are expected in the coming months as a result 
of the Iran war. We expect average inflation of 2.5 percent 
for 2026. 

Trend reversal on the labor market, but with setbacks 
 
 

  
 

The seasonally adjusted unemployment rate remained 
unchanged at 7.5 percent in February. Setbacks in the 
underlying improvement trend cannot be ruled out in view 
of the geopolitical risks. 

 
After an average of 7.4 percent in 2025, we expect the 
unemployment rate to fall to 7.3 percent in 2026 and to 7.2 
percent in 2027, supported by the slower increase in labor 
supply.  

auf  

Austerity package had an effect: Deficit in the federal budget smaller than planned  
   

 

2025, revenues rose by 5.4 percent to 107.1 billion euros. 
Expenditures in the federal budget rose by 0.7 percent to 
121,5 billion euros. The net financial balance fell to -14.4 
billion euros. 

 According to the current results in the federal budget, we 
have lowered our forecast for the general government deficit 
to 4.0 percent in 2025 and to 3.7 percent for 2026. 
However, this will further increase the total debt ratio as a 
percentage of GDP. 

Sources: Statistik Austria, OeNB, UniCredit Bank Austria 
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Sources: Statistik Austria, OeNB, UniCredit Bank Austria 
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Money market and long-term interest 
 
 

  
 

  
 

 

Stock markets  
 
 

  
 

 
 

  
Stimmung am Bau hellte sich 

FX trends  
  

 
 

 
 

Sources: Macrobond, UniCredit Bank Austria 
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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 
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. 
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