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Hungary

Hungarian employment and participation
rates reach new highs

Both the participation rate and the employment rate reached new
highs in June. This makes it hard to argue that labour market
tightness in Hungary is still easing. We expect the positive momentum

to continue, which could keep wage growth elevated and pose an
inflationary risk

| City commuters in
| Budapest, Hungary
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Better than expected

According to the latest unemployment statistics of the Hungarian Central Statistical Office (HCSO),
the slow but trend-like positive change in the labour market observed since the beginning of the
year has not been broken. The model estimate shows a decline in the monthly unemployment
rate to 4.2% in June 2024. Meanwhile, the official three-month moving average rate (based on
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survey data) also improved by 0.1ppt to 4.3% in April-June. The data received is broadly in line
with our expectations. As for the number of those unemployed, both statistics show a decline and
the unemployment figure sits around 210-215,000.

Historical trends in the Hungarian labour market (%, 3-m
moving average)
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Looking at the detailed data, we see that the number of economically active people (i.e., labour
market participants) increased significantly in June, parallel with the decrease in the inactive
group. Meanwhile, the unemployment figure fell only marginally (by less than 2,000 persons). As a
result, there was essentially a leap from inactivity straight to employment status for those
returning to work.

The most obvious explanation for this is the seasonal increase in demand for labour, especially in
agriculture. Seasonal workers continue to return to work in the following months, and we
therefore see a similar outcome in the details in the summer. As a result, the number of those
employed has risen to record levels again - at least according to the monthly statistics. The same
can be said for both employment and participation rates. So, while the labour market story over
the past year or so has been one of easing tightness, this narrative now seems to be unravelling.
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Recent cumulative changes in the Hungarian labour market
(‘000 persons, 1Q23=0)
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In light of the latest labour market data, it is getting easier to understand why wages in the private
sector are still rising so dynamically (13.5% year-on-year in May) even though surveys had
predicted only a 5-10% increase in wages this year. The labour market has recovered faster than
expected, while new production capacity via foreign direct investment (FDI) set to come in soon is
encouraging firms to retain workers with higher salaries. To cope with rising labour costs,
companies have built up considerable liquidity in a seemingly uncertain economic environment
and are now investing these resources in labour rather than capital. The biggest open question,
however, is how long this process can continue without internal pressure to raise the prices of
goods and services provided. We suspect that as soon as domestic demand growth shifts into
higher gear (by the first quarter of 2025 at the latest), companies will respond with higher prices,
even pre-emptively, based purely on the expectation of growing demand in the future.

Two forces will shape the labour market in the coming months. On the one hand, seasonal
employment may continue to rise in the remaining months of the summer. This could contribute
to further gradual improvements in the main labour market indicators. It could also work in this
direction if the nascent recovery in the construction sector is indeed sustained. However, this
stands in contrast to industry's weak performance, where there is increasing evidence of a
rationalisation of working hours and staffing levels in response to the fall in order books, as
confirmed by institutional labour statistics.

Allin all, these factors point to a slight improvement in the coming months, provided that the
favourable developments in domestic demand continue. By the end of 2024 and after some
fluctuations in the middle of the year, the unemployment rate could be close to its current level of
4.2%.
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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 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 BR0O00341) 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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