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Fitch Affirms Austria at 'AA+'; Outlook Positive

Fitch Ratings-London-18 January 2019: Fitch Ratings has affirmed Austria's Long-Term
Foreign-Currency Issuer Default Rating (IDR) at 'AA+' with a Positive Outlook.
A full list of rating actions is at the end of this rating action commentary.
KEY RATING DRIVERS
Austria's 'AA+' IDRs reflect the following key rating drivers:
Austria has a rich, diversified, high value-added economy with strong political and social
institutions. It benefits from low private-sector indebtedness and a high household savings
rate. Fitch considers the government's debt structure as favourable, reflecting an average
debt maturity of almost 10 years, low borrowing costs and strong financing flexibility. The
Positive Outlook reflects favourable fiscal developments and our expectations of a firm
downward trajectory for gross general government debt (GGGD)/GDP.
We expect economic growth will decelerate slightly to 2.0% in 2019, having peaked at
2.7% in 2018, driven by robust domestic demand and good performances of Austrian
exports. Dynamic labour market, rising wages and fiscal stimulus will support
consumption, while favourable growth in Austria main trading partners including CESEE
countries and Germany will boost exports.
Rising labour supply, dynamic productivity gains and several quarters of robust private
investment point towards high potential growth in Austria, relative to similarly rated peers,
which we assess at 1.7%. The employment rate rose by 0.7pp yoy to 76.1% in 2Q18 and
unemployment stood at 5.1% at end-October 2018. Capacity utilisation remains at an
historical high, indicating potential upside risks to our decelerating investment growth
forecast, although these are being offset by external risks including rising trade tensions,
which could hinder export performances.
Fitch forecast general government fiscal deficit to narrow slightly to 0.2% of GDP in 2019,
versus a current peer median fiscal surplus of 0.7%. Strong economic growth and
employment will boost tax performances while unemployment benefits and interest
payment will decrease. However, higher federal transfers will weigh on spending following
the reform of long-term care for the elderly (Pflegeregress). We expect the fiscal output to
be balanced in 2020 as income tax relief for family, and cuts in VAT and unemployment
contribution are partly compensated by efficiency savings in the public administration.
The Draft Budgetary Plan 2019 remains in line with the March 2018 Stability Programme
Update and provides for a range of structural reforms including social security reform, a
restrictive expenditure path and a cut in personnel expenditure along with a medium-term
target of decreasing the tax rate towards 40%. The government expects revenues to
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decrease by 1pp over 2018-2022 while expenditure is forecast to decrease by 1.8pp.
However, our forecasts are slightly more conservative, as expenditure savings are not fully
specified, and structural reforms are yet to be implemented.
GGGD is on a fast downward trend and we forecast it to decrease to 71.3% of GDP in
2019 compared with a current 'AA' median of 38.8%. GGGD will likely decline below 70%
of GDP by 2021, supported by strong potential growth, prudent fiscal policy and low
interest burden. Ongoing disposal of the assets of the state-owned bad banks, including
HETA, KAF and immigon, will contribute up to 0.7% of GDP to the debt decline in 2019,
according to the government's estimate. Contingent liabilities are decreasing and account
for 15.8% of GDP in 2017, down from 16.8% in 2016.
Banking sector health has improved, helped by ongoing consolidation, leading to rising
capitalisation. Credit growth is picking up and profit is rising supported by improved asset
quality and lower provisioning. Nonetheless, the cost-to-income ratio remains high, and
although exposure of Austrian subsidiaries to CESEE has declined and funding sources
are more stable, the region remains crucial for Austrian banks' subsidiaries profitability.
Geographic concentration is elevated, with Czech Republic, Slovakia, Russia, Romania,
Croatia and Hungary accounting for 80% of the subsidiaries' loan exposures.
House prices keep growing at a fast pace with real estate prices up 8% y-o-y in 3Q18. The
Central Bank estimates prices overvaluation in Vienna at 21.4% in 2Q18 and 11% in
Austria as a whole. However, rising housing supply and decelerating demand with lower
population growth and net immigration point toward a soft landing. A new macro-prudential
toolkit has been available to the Financial Market Authority since June 2017 and the
Financial Stability Market Board recently issued new lending standard guidance, which
should also help contain rising price pressures.
Austria net external position has sustainably improved on the back of ongoing current
account surpluses and large deleveraging of the banking sector. We forecast Austria's net
external debt to decrease to 10.7% of GDP in 2019 (12.4% in 2018), compared with a net
asset position of 21.2% for the current 'AA' median. We forecast the current account
surplus will increase in 2019-2020 to an average 2.5% of GDP, in line with the current peer
median of 2.4%, supported by booming tourism and dynamic exports, while imports growth
decelerate due to the slowdown in investment.
SOVEREIGN RATING MODEL (SRM) and QUALITATIVE OVERLAY (QO)
Fitch's proprietary SRM assigns Austria a score equivalent to a rating of 'AA' on the LongTerm Foreign-Currency (LT FC) IDR scale.
Fitch's sovereign rating committee adjusted the output from the SRM to arrive at the final
LT FC IDR by applying its QO, relative to rated peers, as follows:
- Public Finances: +1 notch, to reflect our expectation that the downward path of Austria's
GGGD will continue beyond the SRM forecast horizon.
Fitch's SRM is the agency's proprietary multiple regression rating model that employs 18
variables based on three-year centred averages, including one year of forecasts, to
produce a score equivalent to a LT FC IDR. Fitch's QO is a forward-looking qualitative
framework designed to allow for adjustment to the SRM output to assign the final rating,
reflecting factors within our criteria that are not fully quantifiable and/or not fully reflected in
the SRM.
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RATING SENSITIVITIES
Future developments that could individually or collectively, result in positive rating action
include:
-A continued decline in the GGGD/GDP ratio.
-Sustained economic growth and greater confidence in medium-term growth prospects,
particularly if supported by the effective implementation of structural reforms.
Future developments that could individually or collectively, result in a stabilisation of the
Outlook include:
-Weaker nominal GDP growth or failure to place public debt on a downward trajectory over
the medium term, for example because of significant slippage from fiscal consolidation
targets.
-Crystallisation of contingent liabilities, for example from the banking sector, which
worsens the government debt profile.
KEY ASSUMPTIONS
Our long-run debt sustainability calculations are based on assumptions of medium-term
GDP growth of 1.7%, a GDP deflator converging towards 2% and an average primary
fiscal surplus of 1% of GDP over the next 10 years. Under these assumptions, we forecast
GGGD/GDP to decline to 54% by 2027.
The full list of rating actions is as follows:
Long-Term Foreign-Currency IDR affirmed at 'AA+'; Outlook Positive
Long-Term Local-Currency IDR affirmed at 'AA+'; Outlook Positive
Short-Term Foreign-Currency IDR affirmed at 'F1+'
Short-Term Local-Currency IDR affirmed at 'F1+'
Country Ceiling affirmed at 'AAA'
Issue ratings on long-term senior unsecured foreign-currency bonds affirmed at 'AA+'
Issue ratings on long-term senior unsecured local-currency bonds affirmed at 'AA+'
Issue ratings on short-term senior unsecured local-currency bonds affirmed at 'F1+'
Contact:
Primary Analyst
Marina Stefani
Associate Director
+44 20 3530 1809
Fitch Ratings Limited
30 North Colonnade
London E14 5GN
Secondary Analyst
Michele Napolitano
Senior Director
+44 20 3530 1882
Committee Chairperson
James McCormack
Managing Director
+852 2263 9625
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Media Relations: Peter Fitzpatrick, London, Tel: +44 20 3530 1103, Email:
peter.fitzpatrick@thefitchgroup.com
Additional information is available on www.fitchratings.com
Applicable Criteria
Country Ceilings Criteria (pub. 19 Jul 2018)
(https://www.fitchratings.com/site/re/10037793)
Sovereign Rating Criteria (pub. 19 Jul 2018)
(https://www.fitchratings.com/site/re/10037181)
Additional Disclosures
Dodd-Frank Rating Information Disclosure Form (https://www.fitchratings.com/site/doddfrank-disclosure/10059762)
Solicitation Status (https://www.fitchratings.com/site/pr/10059762#solicitation)
Endorsement Policy (https://www.fitchratings.com/regulatory)
ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND
DISCLAIMERS. PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY
FOLLOWING THIS LINK:
HTTPS://WWW.FITCHRATINGS.COM/UNDERSTANDINGCREDITRATINGS. IN
ADDITION, RATING DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE
AVAILABLE ON THE AGENCY'S PUBLIC WEB SITE AT WWW.FITCHRATINGS.COM.
PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH'S CODE OF CONDUCT, CONFIDENTIALITY,
CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE
OF CONDUCT SECTION OF THIS SITE. DIRECTORS AND SHAREHOLDERS
RELEVANT INTERESTS ARE AVAILABLE AT
HTTPS://WWW.FITCHRATINGS.COM/SITE/REGULATORY. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS
RELATED THIRD PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH
THE LEAD ANALYST IS BASED IN AN EU-REGISTERED ENTITY CAN BE FOUND ON
THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON THE FITCH WEBSITE.
Copyright © 2019 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33
Whitehall Street, NY, NY 10004. Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212)
480-4435. Reproduction or retransmission in whole or in part is prohibited except by
permission. All rights reserved. In issuing and maintaining its ratings and in making other
reports (including forecast information), Fitch relies on factual information it receives from
issuers and underwriters and from other sources Fitch believes to be credible. Fitch
conducts a reasonable investigation of the factual information relied upon by it in
accordance with its ratings methodology, and obtains reasonable verification of that
information from independent sources, to the extent such sources are available for a given
security or in a given jurisdiction. The manner of Fitch's factual investigation and the scope
of the third-party verification it obtains will vary depending on the nature of the rated
security and its issuer, the requirements and practices in the jurisdiction in which the rated
security is offered and sold and/or the issuer is located, the availability and nature of
relevant public information, access to the management of the issuer and its advisers, the
availability of pre-existing third-party verifications such as audit reports, agreed-upon
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procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and
other reports provided by third parties, the availability of independent and competent thirdparty verification sources with respect to the particular security or in the particular
jurisdiction of the issuer, and a variety of other factors. Users of Fitch's ratings and reports
should understand that neither an enhanced factual investigation nor any third-party
verification can ensure that all of the information Fitch relies on in connection with a rating
or a report will be accurate and complete. Ultimately, the issuer and its advisers are
responsible for the accuracy of the information they provide to Fitch and to the market in
offering documents and other reports. In issuing its ratings and its reports, Fitch must rely
on the work of experts, including independent auditors with respect to financial statements
and attorneys with respect to legal and tax matters. Further, ratings and forecasts of
financial and other information are inherently forward-looking and embody assumptions
and predictions about future events that by their nature cannot be verified as facts. As a
result, despite any verification of current facts, ratings and forecasts can be affected by
future events or conditions that were not anticipated at the time a rating or forecast was
issued or affirmed.
The information in this report is provided "as is" without any representation or warranty of
any kind, and Fitch does not represent or warrant that the report or any of its contents will
meet any of the requirements of a recipient of the report. A Fitch rating is an opinion as to
the creditworthiness of a security. This opinion and reports made by Fitch are based on
established criteria and methodologies that Fitch is continuously evaluating and updating.
Therefore, ratings and reports are the collective work product of Fitch and no individual, or
group of individuals, is solely responsible for a rating or a report. The rating does not
address the risk of loss due to risks other than credit risk, unless such risk is specifically
mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have
shared authorship. Individuals identified in a Fitch report were involved in, but are not
solely responsible for, the opinions stated therein. The individuals are named for contact
purposes only. A report providing a Fitch rating is neither a prospectus nor a substitute for
the information assembled, verified and presented to investors by the issuer and its agents
in connection with the sale of the securities. Ratings may be changed or withdrawn at any
time for any reason in the sole discretion of Fitch. Fitch does not provide investment
advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security.
Ratings do not comment on the adequacy of market price, the suitability of any security for
a particular investor, or the tax-exempt nature or taxability of payments made in respect to
any security. Fitch receives fees from issuers, insurers, guarantors, other obligors, and
underwriters for rating securities. Such fees generally vary from US$1,000 to US$750,000
(or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a
number of issues issued by a particular issuer, or insured or guaranteed by a particular
insurer or guarantor, for a single annual fee. Such fees are expected to vary from
US$10,000 to US$1,500,000 (or the applicable currency equivalent). The assignment,
publication, or dissemination of a rating by Fitch shall not constitute a consent by Fitch to
use its name as an expert in connection with any registration statement filed under the
United States securities laws, the Financial Services and Markets Act of 2000 of the
United Kingdom, or the securities laws of any particular jurisdiction. Due to the relative
efficiency of electronic publishing and distribution, Fitch research may be available to
electronic subscribers up to three days earlier than to print subscribers.
For Australia, New Zealand, Taiwan and South Korea only: Fitch Australia Pty Ltd holds an
Australian financial services license (AFS license no. 337123) which authorizes it to
provide credit ratings to wholesale clients only. Credit ratings information published by
Fitch is not intended to be used by persons who are retail clients within the meaning of the
Corporations Act 2001
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Fitch Ratings, Inc. is registered with the U.S. Securities and Exchange Commission as a
Nationally Recognized Statistical Rating Organization (the "NRSRO"). While certain of the
NRSRO's credit rating subsidiaries are listed on Item 3 of Form NRSRO and as such are
authorized to issue credit ratings on behalf of the NRSRO (see
https://www.fitchratings.com/site/regulatory), other credit rating subsidiaries are not listed
on Form NRSRO (the "non-NRSROs") and therefore credit ratings issued by those
subsidiaries are not issued on behalf of the NRSRO. However, non-NRSRO personnel
may participate in determining credit ratings issued by or on behalf of the NRSRO.

SOLICITATION STATUS
The ratings above were solicited and assigned or maintained at the request of the rated
entity/issuer or a related third party. Any exceptions follow below.
UNSOLICITED ISSUERS

Entity/Security

ISIN/CUSIP/COUPON
RATE

Austria

-

Long Term Issuer
Default Rating

Unsolicited

Austria

-

Short Term Issuer
Default Rating

Unsolicited

Austria

-

Local Currency
Long Term Issuer
Default Rating

Unsolicited

Austria

-

Local Currency
Short Term Issuer
Default Rating

Unsolicited

Austria

-

Country Ceiling

Unsolicited

Austria EUR 4 bln 4.35%
Gov Bonds 15 Mar 2019

AT0000A08968

Long Term Rating

Unsolicited

Austria EUR 3 bln 1.95%
Gov Bonds 18 Jun 2019

AT0000A0VRF9

Long Term Rating

Unsolicited

Austria EUR 50 mln
Variable Rate Notes 2 Dec
2019

XS0235645487

Long Term Rating

Unsolicited

Austria EUR 200 mln
Variable Rate Notes 04
Mar 2020

XS0212688013

Long Term Rating

Unsolicited
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ISIN/CUSIP/COUPON
RATE

Rating Type

Solicitation
Status

Austria EUR 70 mln
Variable Rate Notes 22
Apr 2020

XS0216258763

Long Term Rating

Unsolicited

Austria EUR 50 mln
Variable Rate Notes 27
Apr 2020

XS0217517829

Long Term Rating

Unsolicited

Austria EUR 100 mln
Floating Rate Notes 29 Jun
2020

XS0221500571

Long Term Rating

Unsolicited

Austria EUR 3.9% Gov
Bonds 15 Jul 2020

AT0000386115

Long Term Rating

Unsolicited

Austria EUR 3.5% Gov
Bonds 15 Sep 2021

AT0000A001X2

Long Term Rating

Unsolicited

Austria JPY 2 bln
Fixed/Floating Rate Notes
09 Nov 2021

XS0138067995

Long Term Rating

Unsolicited

Austria JPY 1 bln
Fixed/Floating Rate Notes
19 Nov 2021

XS0138429229

Long Term Rating

Unsolicited

Austria EUR 5.46 bln
3.65% local currency gov
bonds 20 Apr 2022

AT0000A0N9A0

Long Term Rating

Unsolicited

Austria JPY 2.1 bln 3%
Currency Linked Notes 5
Aug 2022

XS0151767687

Long Term Rating

Unsolicited

Austria EUR 3 bln 3.4%
Gov Bonds 22 Nov 2022

AT0000A0U3T4

Long Term Rating

Unsolicited

Austria EUR 100 mln
Inflation-Linked Notes 02
May 2023

XS0166935535

Long Term Rating

Unsolicited

Austria EUR 3 bln 1.75%
Gov Bonds 20 Oct 2023

AT0000A105W3

Long Term Rating

Unsolicited

Austria DEM 2 bln 6.5%
Notes 10 Jan 2024

DE0004123500

Long Term Rating

Unsolicited

Entity/Security
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ISIN/CUSIP/COUPON
RATE

Rating Type

Solicitation
Status

Austria NLG 1 bln 6.25%
Notes 28 Feb 2024

NL0000133924

Long Term Rating

Unsolicited

Austria CAD 250 mln 5%
Notes 20 Dec 2024

US052591AT11

Long Term Rating

Unsolicited

Austria EUR 3.09 bln
4.85% Gov Bonds 15 Mar
2026

AT0000A0DXC2

Long Term Rating

Unsolicited

Austria EUR 6.25% Gov
Bonds 15 Jul 2027

AT0000383864

Long Term Rating

Unsolicited

Austria EUR 109 mln
3.56% Gov Bonds 19 Oct
2029

XS0749005186

Long Term Rating

Unsolicited

Austria EUR 21 mln
2.452% Gov Bonds 19 Oct
2029

XS0749005343

Long Term Rating

Unsolicited

Austria GBP 200 mln StepUp Notes 19 Oct 2029

XS0102835237

Long Term Rating

Unsolicited

Austria JPY 3 bln
Fixed/Floating Rate Notes
26 Nov 2031

XS0138663173

Long Term Rating

Unsolicited

Austria JPY 1 bln 5%
Currency Linked Notes 24
Sep 2032

XS0154915820

Long Term Rating

Unsolicited

Austria SKK 500 mln
5.125% Notes 2 Jan 2034

XS0182592062

Long Term Rating

Unsolicited

Austria EUR 1.5 bln 2.4%
Gov Bonds 23 May 2034

AT0000A10683

Long Term Rating

Unsolicited

Austria CAD 300 mln
5.375% Notes 1 Dec 2034

US052591AS38

Long Term Rating

Unsolicited

Austria EUR 4.15% Gov
Bonds 15 Mar 2037

AT0000A04967

Long Term Rating

Unsolicited

Austria EUR 2 bln 3.15%
Gov Bonds 20 Jun 2044

AT0000A0VRQ6

Long Term Rating

Unsolicited

Entity/Security
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ISIN/CUSIP/COUPON
RATE

Rating Type

Solicitation
Status

Austria EUR 2 bln 3.8%
Gov Bonds 26 Jan 2062

AT0000A0U299

Long Term Rating

Unsolicited

Austria ECP D

-

Short Term Rating

Unsolicited

Entity/Security

SHOW MORE

Endorsement Policy
Fitch's approach to ratings endorsement so that ratings produced outside the EU may be
used by regulated entities within the EU for regulatory purposes, pursuant to the terms of
the EU Regulation with respect to credit rating agencies, can be found on the EU
Regulatory Disclosures (https://www.fitchratings.com/regulatory) page. The endorsement
status of all International ratings is provided within the entity summary page for each rated
entity and in the transaction detail pages for all structured finance transactions on the Fitch
website. These disclosures are updated on a daily basis.

Fitch Updates Terms of Use & Privacy Policy
We have updated our Terms of Use (https://www.thefitchgroup.com/site/termsofuse) and Privacy
Policies (https://www.thefitchgroup.com/site/privacy) which cover all of Fitch Group's websites.
Learn more. (https://www.thefitchgroup.com/site/policies)
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