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Growth picks up in Hungary but will it
last?

The detailed Hungarian GDP data for the first quarter paints a
moderately positive picture. The main driver of the accelerated growth
rate was the pre-election effect. While the change in power has the
potential to result in prolonged momentum, there are also risks to the
downside

The Hungarian economy has emerged from a prolonged period of stagnation

(o) GDP growth in 1Q (QoQ, swda)
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Hungary's growth picked up in the first quarter, but much of the strength appears driven by
temporary, pre-election factors rather than a clear, sustained recovery. Our latest economic
growth forecast for 2026 projects a 1.5% increase. This generally gloomy outlook is partly due
to the impact of the energy price shock, and partly due to the fading of the one-off factors
seen in the first quarter. Overall, consumption could drive the Hungarian economy this year,
while investment may show modest growth and net exports could significantly hinder GDP
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expansion.

One-offs in the present, threats in the future

Based on the detailed data, the outlook for the Hungarian economy has not changed much. A
number of specific positive factors are emerging that are behind the strong economic
performance. Whether the surge in consumption proves sustainable depends on how long the
'honeymoon period' lasts. For now, however, consumer confidence continues to rise, which is
certainly a positive sign. Stagnation in investment is preferable to a sustained decline.
However, the review and temporary suspension of certain public investments by the previous
administration could lead to a downturn in the short term, before investment activity begins to
pick up towards the end of the year. Moreover, export growth may be limited by geopolitical
uncertainty, rising production costs and potential supply chain issues due to the effective
closure of the Strait.

Real GDP in Hungary (2021 = 100%)
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Hungarian economy starts finding its momentum

The Hungarian Central Statistical Office (HCSO) has not revised its flash first-quarter GDP
figures. The Hungarian economy continued to grow by 0.8% on a quarterly basis in the
January-March period. The seasonally and calendar-adjusted year-on-year index shows an
increase of 1.7%. Over the past four quarters, the Hungarian economy has shown growth on a
quarterly basis but has also grown in five of the past six quarters. Based on this, it can be
concluded that the Hungarian economy has finally emerged from a prolonged period of
stagnation.
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Hungarian GDP growth
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Detailed data on quarter-on-quarter changes

First, we will examine the most important quarterly growth indicators. On the production side,
agriculture expanded significantly. Although it accounts for only a small proportion of the
overall economy, this contributed to the strong start to the year. Meanwhile, the industrial
sector grew by 1.1%, which was broadly in line with expectations based on monthly industrial
production data, especially given its strong performance in March. The construction sector
showed a significant decline, also in line with monthly data.

The service sector as a whole performed well too, with growth observed in nearly every sub-
sector, with a few exceptions. There was a particularly significant surge in professional,
scientific and technical activities. This may be partly due to technical orders related to the
“Home Start” programme and partly due to the increase in marketing and research activities
ahead of the elections. Additionally, the “accounting rush”, which is typically observed every
four years at this time, may have played a role in ensuring that government payments could
be made on time before the election. The drastic increase in the budget deficit in March
supports this idea.
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Contributions to GDP growth - production side (% YoY)
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The performance on the production side is largely reflected on the expenditure side. Industry
expanded substantially, and industrial exports grew accordingly on a quarterly basis. Although
this expansion amounts to only 0.7%, it is the most dynamic growth rate of the past three and
a half years. Gross capital formation also surged significantly, with gross inventory rising by
9% compared to the last quarter of 2025, while investment activity stagnated. In other words,
growth is the result of the inventory effect. This may be due to the launch of new production
capacities, where initial production or test runs are aimed at building inventory rather than
generating sales for now. Furthermore, investments that are essentially complete but have not
yet been phased into the books may also have been accounted for here.

The country’s energy consumption surged at the beginning of the year due to the extreme
cold weather, leading to a significant increase in goods imports on a quarterly basis. Last and
most importantly, the real driving force behind economic growth was consumption. At 1.5%,
the quarterly increase was the highest growth rate since the third quarter of 2024. This surge
comes from slowly rising consumer confidence combined with a significant increase in real
disposable income.
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Contributions to GDP growth - expenditure side (% YoY)
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Positive signs from most of the sectors

As for the traditional year-on-year growth indicators, all sectors except construction and real
estate activities expanded, thereby contributing to GDP growth of 1.7% to varying degrees.
While the 2.3% growth in services can be described as strong, the 1.3% growth in
manufacturing also represents a significant improvement.

Based on year-on-year indices, domestic demand increased significantly in the first quarter of
2026, while exports continued to shrink and imports grew substantially. In other words, the
structure of economic growth has not changed compared to recent quarters; it has simply
become more imbalanced. Net exports alone slowed the economy’s year-on-year
performance by 4.5ppt, a figure offset by a 6.2ppt contribution from domestic demand.
Consumption and inventory accumulation provided nearly equal contributions as drivers of
growth.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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