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Hungarian labour market remains a
stronghold for growth

The latest set of data makes it clear that wage growth and a drop in
unemployment are supporting the economy during these hard times.
The only caveat remains the inflationary pressure

Labour market in recent days

The Hungarian Central Statistical Office released the latest set of labour market data and it
was not short of positives in terms of the impact on GDP growth.

Earnings statistics for February showed a very large increase in wages. On an annual basis,
wages rose by almost 32% on average. However, this is not a consequence of general wage
pressure but rather a one-off effect. The government distributed a six-month salary bonus for
defence and law enforcement personnel in February. As the headline wage data takes into
account not only regular earnings, but also bonus payments and one-off benefits, it's not so
surprising to see such a statistic.
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Wage dynamics (3-month moving average, % YoY)
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To understand the underlying wage growth, however, it is better to check the developments of
reqgular gross average earnings (without premiums, bonuses, one-month special allowances,
etc.). February brought a 14.5% year-on-year wage increase which seems much more realistic.
We can also get a more accurate picture of wage developments if we look at the median value
of gross earnings. According to these statistics, there was a 14.6% yearly increase in wages.

Total and regular wages (% YoY)
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The statistics on wages on a sector basis include one-off benefits as well. Thus, it is hardly
surprising that wages rose by 12.2% in the corporate sector in contrast with the 93.4% YoY
growth in the public sector. In this regard, underlying wage developments, like the minimum
wage increase and the labour shortage are keeping market-based wages in double-digit

territory.
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And it seems that labour shortages will remain a key driver of salaries going forward, as the
number of unemployed fell to 176,000, a rate of 3.6% in March. Compared to last year, this is a
decrease of 0.4 percentage points. The last time when the unemployment rate was so low was
in early 2020 and now, we are close to the record seen at the end of 2019.

The improvement in the labour market is not just a statistical phenomenon, as the number of
employed has increased as well. The pool of labour market participants has expanded further,
which in practice means that those returning to the labour market from inactivity have not
spent much time being unemployed. The latest set of data makes it clear that wage growth
and a drop in unemployment are supporting the economy during these hard times.

Labour market trends (%)
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Labour market outlook

In our view, the labour market situation continues to provide a favourable environment for
economic growth in the short run. Recent data suggests that Hungary's labour market may be
close to full employment and that the already significant labour shortage will cause even more
serious headaches for companies as production chains recover and supply constraints ease.
We continue to believe that the majority of employers see the disruptions as temporary and
that this will not materially affect their longer-term workforce plans. Thus, we continue to
expect a tight labour market in 2022, driving wages up.

As a result, our expectation is that this year will bring strong double-digit (around 15%) wage
growth on average, thanks to wage settlements, one-off benefits, a minimum wage increase
and the labour shortage. Data supports our assumption that government transfers in February
dramatically raised household disposable income, thus further widening the gap between
demand and supply. And the supply problem seems to be exacerbated by another wave of
Covid in China. Overall, inflationary pressures will remain significant and grow further on the
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demand side in the near term, leading to substantial increases in inflation and a moderation in
real wage growth. While nominal wages should increase nearly 15% amid inflation of 10%, we
expect a real wage increase of only 5% in 2022.

Author

Peter Virovacz
Chief 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 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.

Snap | 28 April 2022 4


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

