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Hungary: Inflation slows on temporary
factors
Both headline and core CPI decelerated further in February. We expect
inflation to bottom out at these levels with a slow, gradual pick-up
during the rest of the year

Source: Shutterstock

1.9% Headline inflation (YoY)
Consensus (2.0%) / Previous (2.1%)

Lower than expected

Headline CPI came in at 1.9% year-on-year, down from both the previous data and the market
consensus. Despite the minor surprise, the downward move was expected and so we hardly see
this as a game changer. Core inflation also slowed 0.1ppt to 2.4% YoY, moving away from the 3%
inflation target.
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Headline and core inflation measures (% YoY) heading south

Source: HCSO, NBH

The slowdown was quite widespread. Annual inflation moderated in food and clothing mainly due
to high base effects and seasonal factors. We saw falling prices in clothing as well as in durables.
Fuel prices also dragged down the headline CPI due to base effects. One significant area in the
consumer basket which showed strengthening prices was in services: inflation increased by 0.2ppt
to 1.0% YoY.

The highest – above average – inflation rate was measured in food, and beverages and tobacco
products, with higher excise duties driving up prices in the latter product group.

CPI by main groups in Feb-18

Source: HCSO

Looking forward
We expect inflation to bottom out in February, with a slow but gradual increase during the
year, reaching 2.8% YoY by end-2018. On average, we expect inflation to come in at 2.6% in
2018. The risks lie to the downside, however, and we hardly expect any change in monetary
policy.
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