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Hungary: April brings minor relief for the
budget
The budgetary performance improved in April, posting a monthly
surplus. With that, we see the exact same pattern as in 2020.
Authorities will continue to provide fiscal support, raising the chances
of overheating

People in Budapest

The Hungarian budget posted a HUF 100.5bn surplus in April 2021 after accumulating a significant
deficit through the first quarter of the year. With this improvement, the year-to-date deficit is
sitting at HUF 1043.6bn. Compared to the new cash-flow based deficit target (HUF 3990bn), the
government sits at 26% of the full-year plan.
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Cash-flow based year-to-date central budget balance

Source: Ministry of Finance, ING

The April improvement can be tied to some one-off factors, like the earlier-than-usual transfer of
family allowances (transferred late March instead of April due to the Easter holiday). Other than
that, the partial reopening of the economy probably translated into stronger economic activity,
boosting revenues. Unfortunately, the preliminary budget report didn’t contain any detail about
the revenue side.

On the other hand, the Finance Ministry highlighted that it has spent almost HUF 400bn on
pandemic defence measures through the first four months of this year. Moreover, it probably
continued prefinancing EU programmes, although the press release didn’t contain any data on
that adding to the total deficit.

Referring to the updated 2021 budget, the ministry reassured markets that despite the increased
7.5% deficit-to-GDP target, debt relative to GDP will decline. However, here we need to point out a
discrepancy. The updated 2021 budget contains a HUF 2288bn cash-flow based deficit figure, while
the latest convergence programme (sent to Brussels late April) contains a HUF 3990bn cash-flow
based deficit. We see the latter as being the fair figure, as the Fiscal Council also accepts this as the
new deficit goal.

Finally, it seems that the ministry is inclined to keep its feet firmly on the accelerator. Finance
Minister Mihály Varga said in an interview that he sees fiscal policy supporting economic activity
through 2023. This means we can’t expect the fiscal authorities to start a major consolidation
process anytime soon, which raises the possibility of an overheated economy, with high and rigid
inflation. The National Bank of Hungary must now be more vigilant than ever before.
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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 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.
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