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Hungary: Charts will never be the same
again as GDP has double-digit drop
Something harsh was expected, but still the 13.6% year-on-year slump
in GDP in the second quarter caused a significant surprise. History books
and charts have changed forever

Hungarian Prime Minister Viktor Orban addresses workers at a car factory earlier this year

-13.6% 2Q20 GDP (YoY)
Consensus -10.1% / Previous 2.2%

Worse than expected

Hungarian GDP plummeted by 13.6% on a yearly basis in the second quarter of 2020,
according to the preliminary data release of the Hungarian Central Statistical Office. When it
comes to the quarter-on-quarter performance, we see a 14.5% collapse. Needless to say, this
data is the worst on record by a high margin. It makes it official that Hungary is going through
a technical recession. Local economists were more pessimistic than the Bloomberg consensus,
but even locals were surprised by this dip. However, we won’t know about the
unexpected factors until the end of the month, when we’ll get to know the details behind this
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negative record.

So being an advance estimate, the press release did not include any details about sector
performance other than “the extraordinary situation resulting from the coronavirus pandemic
caused production to decline in most sections of the economy, services and industry both
largely contributed to the change in the economic performance”. What it does mean is that
there was at least one area where production was able to increase. Our bet is on the pharma
industry and on the final use side it should be government consumption.

Hungary's GDP growth

Source: HCSO, ING

Now let’s see the positives in today’s data. The second quarter is behind us and now we know
how deep is the hole from which we need to climb. Based on big data, this recovery has
already started, but maybe it’s a bit slower than we might have expected. The rebound will
also be slowed by the intensification of the spread of the Covid-19. The number of new cases is
increasing on a daily basis again in Hungary. It could result in targeted restrictions and partial
lockdowns. We are not there yet, but we could be. Given this backdrop, the uncertainty is still
enormous so forecasting economic activity in the second half of the year is close to
impossible.

But still, this is our job. If the virus can be contained in a manageable fashion from an
economic point of view, third-quarter GDP growth could be the strongest ever, maybe
even in the double-digit territory in QoQ terms. Of course, recovery will slow as the
temporary economic policy measures are coming to an end (e.g. short-term work
schemes, tax relief) and economic reality will catch up, notably in the labour market.
All in all, we still can end up with “only” a 5.5% GDP drop in 2020 as a whole. If targeted
lockdown measures slow the rebound (but still not a full second wave with a full
lockdown), we see GDP falling by around 7.5% this year. Anyhow, it will take at least
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two to three years to see Hungarian economic activity reach pre-crisis levels.

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 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 www.ing.com.

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

