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National Bank of Hungary preview: A
copy-paste of January
We think it is too early for the Hungarian central bank to recalibrate
and expect it to wait for new economic staff projections in March. The
rate hike cycle should continue in February with a copy-paste decision
from January. This should not induce a major change in FX and rates
markets

National Bank of
Hungary in Budapest

+50bp ING's call
Change in the base rate

The rationale behind our call
GDP growth in the fourth quarter came in at 2.1% quarter-on-quarter - a major upside surprise.
With the carry-over effect being much stronger into 2022, and taking into consideration the first



THINK economic and financial analysis

Article | 17 February 2022 2

quarter fiscal impulse, we could easily see this year’s GDP growth at slightly above 6%.

The central bank's December inflation report called for headline inflation to peak in November.
However, actual price pressures have increased further, showing a 7.9% year-on-year reading in
January. It is clear that the last official outlook is already outdated, but we don’t think that the
National Bank of Hungary will be in a rush to undergo a shift in its monetary tightening strategy
without a new comprehensive economic projection. This will be at the central bank’s disposal only
in March.

Hungarian inflation indicators (% YoY)

Source: HCSO, NBH, ING

Nonetheless, the market is moving its inflation and rate hike expectations higher and we are no
exception. We see this year’s average CPI at 6.8% year-on-year -a remarkable upside revision. This
stems from the January surprise in price changes as well as from the much stronger economic
activity expected during 2022. Moreover, anecdotal evidence and surveys are pointing towards
heightened inflation expectations of households and the willingness of corporates to raise prices
further.

Inflation forecast of ING (% YoY)

Source: HCSO, ING

In such an environment, we expect the central bank to continue the rate hike cycle with another
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50bp rise, affecting the base rate and the interest rate corridor. Meanwhile, we see a 30bp hike in
the one-week deposit rate later in the week. This will be a copy-paste of the January decision. But
this will be complemented by more hawkish rhetoric. We think the central bank’s forward guidance
could open up the possibility of speedier tightening, suggesting an even higher terminal rate,
which we now see in the range of 6.20-6.50%, depending on the February inflation reading.

The main interest rates in Hungary

Source: NBH, ING

What to expect in FX and rates markets
There is too much noise out there (e.g., looming Federal Reserve hike, geopolitical tensions), thus
we don’t expect the February rate-setting meeting to be a game-changer for the EUR/HUF in the
short run. For now, 355 will remain an anchor, especially if the central bank commits to doing
more based on its incoming forecast update in March, if warranted. However, as we approach the
general election (3 April), we see uncertainty resulting in heightened risk aversion regarding the
forint. This could push EUR/HUF temporarily back to the 365 area again, despite the ongoing
tightening cycle.

Hungarian yield curve

Source: GDMA, ING

We don’t see a significant chance that the NBH will under-deliver on recent rate hike expectations.
Based on money market trades, the market expects the tightening cycle to top out at 6% in about
six months. We expect the base rate and the effective rate (one-week deposit rate) to peak
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somewhere in the 6.20-6.50% area. It could be closer to the top of our range should February
inflation surprise on the upside again. This means that both the short and the long end of the yield
curve will move up further (the former to a greater extent).

Author

Peter Virovacz
Senior Economist, Hungary
peter.virovacz@ing.com

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 regulation 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 BR000341) 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 http://www.ing.com.

mailto:peter.virovacz@ing.com
http://www.ing.com

