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Overview
THIRD CONSECUTIVE GDP DECLINE DUE TO US 
TARIFF POLICY NOW LIKELY  

 

• End of recession, but weak growth remains 

The current data indicate that the recession in Austria is likely 
to have ended in the first quarter, but the expectation of a 
further gradual improvement in the economy in the coming 
months is unlikely to be fulfilled for the time being. In view of 
the burdens of the protectionist measures of the USA on the 
domestic export industry, we have lowered our GDP forecast 
for 2025 from +0.1 to -0.2 percent.  

We have also lowered our GDP forecast for 2026 as a result 
of US tariff policy, but we still expect moderate economic 
growth of 1.1 percent for Austria. On the one hand, private 
consumption should gain strength as inflation normalizes 
and the high propensity to save subsides. On the other hand, 
investment activity should be able to increase due to low 
interest rates and scattered effects of the expansionary fiscal 
policy in Germany.  

• Unemployment rate is expected to rise to 7.5% in 2025  

In view of the ongoing economic challenges, a further 
deterioration of the situation on the labour market is to be 
expected in the coming months. Due to the special burdens 
on the export industry due to US tariff policy, the reduction of 
employees in industry is expected to accelerate and will not 
be compensated for by additional jobs in the service sector. 
At the end of the first quarter, the seasonally adjusted 
unemployment rate reached 7.4 percent, the highest level 
since the summer of 2021. Unemployment in Austria will rise 
somewhat more than previously expected, burdened by the 
development in the domestic export-oriented industry. We 
have raised our forecast for the unemployment rate for 2025 
from 7.3 to 7.5 percent and expect it to stabilize at this higher 
level in 2026.  

• Budget deficit will exceed 3% of GDP in 2025  

According to calculations by Statistics Austria, the overall 
budget deficit in 2024 was 4.7 percent of GDP. In order to 
reduce the budget deficit in 2025 below the Maastricht limit 
of 3 percent of GDP, an austerity package of 6.4 billion euros 
or 1.3 percent of GDP was put together for 2025. However, 
the scope of this package of measures will not be sufficient 
in view of the weak economy and the poor requirements from 
2024. We now expect a budget deficit of at least 3.6% of GDP. 

• Energy prices will support inflation decline  

After inflation rose to over 3 percent at the beginning of the 
year, mainly due to the abolition of the electricity price brake, 
inflation has already slowed down again in March to an 
estimated 2.9 percent year-on-year. On the one hand, the 
continuing decline in service inflation and the decline in 
energy prices contributed to this. Both factors will continue to 

contribute to the further slowdown in inflation in Austria in 
the coming months. We continue to expect inflation to 
average 2.5 percent in 2025 and a decline to 1.9 percent in 
2026.  

• Further interest rate cuts expected by the ECB 

In view of the escalation of trade tensions since the 
announcement of US tariffs, the risks to economic 
development in Europe have shifted significantly downwards. 
A decision by the ECB to cut key interest rates by a further 25 
basis points at its April meeting has become very likely, as 
the burden of higher US tariffs outweighs the positive growth 
impulses from a more expansionary fiscal policy in Germany 
and at the EU level. Therefore, the tariff shock is likely to 
accelerate the convergence of inflation towards the 2 percent 
target. We therefore expect further cuts in June and 
September, with the deposit rate peaking at 1.75 percent.  

 

Source: UniCredit Bank Austria 
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Recession likely to have ended in 1Q25 
   

 

According to the latest available estimate, GDP shrank by 
1.2 percent in 2024, after the Austrian economy had already 
fallen by 1 percent in 2023. 

 Lower inflation holds out the prospect of an improvement of 
the economy for 2025 by strengthening consumption, 
despite additional burdens from US tariff policy. 

Sentiment setback in March  
 
 

  
 

Sentiment deteriorated in all sectors of the economy in 
March. Only domestic consumers became somewhat more 
confident, supported by real wage increases and a relatively 
stable labor market. 

 The UniCredit Bank Austria Business Indicator fell to minus 
2.3 points at the end of the first quarter. However, the 
decline was minimal at only a tenth of a percentage point.  

Economic outlook   

 Source: UniCredit Bank Austria 
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Retail trade on the upward trend                                    Construction up since the beginning of the year 
  
 

  
 

Retail sales have been on an upward trend since the second 
half of 2024. In the first two months of 2025, real sales rose 
by 1.3 percent compared to the previous year. 

 From January to February 2025, on the other hand, there 
was a real increase in construction output of 3.8 percent 
compared to the previous year. 

 Situation in industry improved at the beginning of the year  
 
 

  
 

After industrial production fell by an average of 4.7 percent 
in 2024 (in real terms, adjusted for working days), the first 
two months of 2025 showed an increase of 1.7 percent year-
on-year.   

In March, the UniCredit Bank Austria Purchasing Managers' 
Index rose for the third month in a row to 46.9 points. 

Exports fall, current account surplus to decrease in 2025  
   

 

Exports fell by 1.7 percent in January 2025, while imports 
rose by 1.5 percent year-on-year. Nevertheless, a positive 
trade balance of around 300 million euros was reported in 
January. 

 
Mainly due to a high surplus in the movement of goods, the 
current account balance rose to 2.4 percent of GDP in 2024. 
For 2025, we expect a reduction in the positive balance due 
to freight transport. 

Sources: Statistik Austria, OeNB, Macrobond, UniCredit Bank Austria 
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According to flash estimate, inflation fell to 2.9% yoy in March 2025  
 
 

  
 

According to preliminary estimates by Statistics Austria, 
inflation fell to 2.9 percent year-on-year in March, mainly 
due to the easing upward pressure on energy prices. 

 
After the significant increase at the beginning of 2025, 
inflation will slowly ease again over the course of the year, 
supported by a slowdown in the second-round effects in the 
service sector. 

 Strain on the labor market continues to increase  
 
 

  
 

The seasonally adjusted unemployment rate was 7.4 
percent in March. The upward trend will continue, weighed 
down above all by developments in industry. 

 
After an unemployment rate of 7.0 percent on average in 
2024, we expect an increase to 7.5 percent in 2025, which 
should stabilize at this level in 2026. 

lte sich etwas auf  

Austerity package to reduce budget deficit in 2025, but total debt will continue to rise 
   

 

In the first two months of 2025, payments rose by 2.4 
percent to 15.7 billion euros. Disbursements in the federal 
budget rose by 4.4 percent to 18.9 billion euros. The net 
financial balance climbed to -3.2 billion euros. 

 For 2024, we expect the general government budget deficit 
to increase to 4 percent of GDP. This has also increased the 
total debt ratio to over 80 percent 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 

B 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 
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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 
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