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Hungarian inflation exceeds all
expectations in February

Inflation accelerated further in February, despite all expectations
pointing to a slight slowdown. Food and services prices are the main
drivers. The government is introducing measures to combat high
inflation, but success remains uncertain
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Surprisingly high inflation in February

Analysts expected a slight moderation in inflation in February but instead, the latest data from the
Hungarian Central Statistical Office (HCSO) showed a further acceleration. February inflation was
not only higher than the market consensus but also exceeded all expectations. This means that
inflation has been a very unpleasant surprise for two months in a row. Prices rose 0.8% month-on-
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month in February, bringing the year-on-year inflation rate to 5.6%. The actual monthly repricing
is about four times higher than the 0.2-0.3% average monthly increases seen in the years before
the inflation fever.

Main drivers of the change in headline CPI (%)
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The details

¢ The continued sharp rise in food prices was the major source of the strong one-month
increase. Food price increases seen in the last two months are a repricing rate reminiscent
of the period of the cost of living crisis. Both processed and unprocessed food inflation
remained strong.

e Consumer durables also rose on a monthly basis, despite the more pronounced
appreciation of the forint during February, so this came as a surprise.

e Household energy was a pleasant surprise, as it hardly contributed to the rise in inflation.
Fuel and clothing prices also pulled back inflation, but these were roughly in line with
expectations.

e In services inflation we saw another shock, with prices in this segment rising by 1.2%
compared to January. Other services rose significantly, where we find price changes for
financial and insurance services. Prices for labour-intensive services, such as health care and
household services, are also up sharply. Here, it is likely that the minimum wage increase is
being passed on to consumer prices.

Snap | 11 March 2025 2



THINK economic and financial analysis

The composition of headline inflation (ppt)
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Deteriorating inflation picture in all aspects

In the context of perceived inflation, the overall picture continues to be worsened by significant
increases in everyday expenditures, such as food and some basic services. A pick-up in perceived
inflation is likely to further undermine consumer confidence, and this will particularly be the case if
fears surrounding a reluctance among companies to raise wages this year are confirmed. Indeed,
a significant proportion of households could face a reduction in their purchasing power if this
year's wage increase falls short of the rate of inflation. At this point, therefore, we should fear a
recessionary impact of inflation rather than a price-wage spiral.

To illustrate how big this issue is - and why households are feeling pressured - all we have to do
is check price developments in food. Looking at the cumulative price increase over a five-year
horizon, we see an 80.3% increase in food prices between February 2020 and February 2025. It's
hardly surprising that households are generally dissatisfied with their financial situations.

It also comes as little surprise that the Minister for the National Economy, Mdrton Nagy, and Prime
Minister Viktor Orbdn have already announced some measures from March through May to tackle
inflation. The problem is that from a political perspective, immediate action could be positive - but
previous experiences have shown that these interventions can have downsides that are difficult to
quantify at this point.

If we turn our focus to monetary policy, in addition to perceived inflation, the rise in core inflation
to 6.2% should also make the central bank cautious. Indeed, in the current situation, conventional
monetary stimulus could only exacerbate the inflationary shock through a depreciation of the
forint. The inflation situation is deteriorating on all fronts, significantly narrowing the room for
manoeuvre when it comes to monetary policy.
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Headline and underlying inflation measures (% YoY)
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We have raised our forecast for the year due to the February
data

We have once again revised our inflation forecast for this year after the February inflation release.
We previously raised our forecast for this year to 5.1% following the release of January's figure,
and today's data brings the new forecast to 5.6% in 2025. The year-on-year rate of price changes
is expected to fluctuate between 5.0 and 6.5% throughout the remainder of the year. With this
kind of inflation outlook, there is a growing possibility of another big negative surprise in Hungary's
economic performance.
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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
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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
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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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