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Unemployment remains a bright spot for
Hungary

Hungary's recent labour market data shows a seasonal improvement,
resulting in a record-high employment rate. The situation for
employers is growing hotter as wage expectations remain high, but
the economy struggles to thrive

¢ "1 Workers at a
- : | construction site in
| Budapest, Hungary

Ll- 3 O/ Unemployment rate (May-July)
L O Previous 4.5%

The latest labour market statistics from the Hungarian Central Statistical Office (HCSO) painted a
more favourable picture than the market consensus in July 2025. The model estimate indicates
that the unemployment rate has stagnated at 4.3% for three consecutive months. Meanwhile, the
official three-month moving average survey shows a 0.2ppt decline to 4.3% for the May-July
period. This is consistent with the stagnant trend observed since the fourth quarter of 2024. Based
on these statistics, the number of those unemployed sits slightly above 210,000.
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Examining the details, the monthly data shows that the decline in the working-age population
persisted. However, the number of inactive people fell significantly (by nearly 36,000 on a monthly
basis), which was reflected in an increase in the number of labour market participants. The 32,500
increase in employment from June to July suggests that inactive participants entered the labour
market primarily for seasonal work. The unemployment number decreased minimally, and

the main question now is whether the slow decline in employment seen previously will return with
the end of seasonal jobs or if we'll see a plateau.

Changes in the labour market since mid-2022 ('000, 3-m moving
avg)
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In July, both demand and supply expanded hand in hand, and in turn, the unemployment rate
remained stable despite the rise in participation and employment rates. In recent months, these
rates have remained essentially unchanged; it seems that this pattern is now also shifting.

Based on three-month averages, both the participation rate and the employment rate have
peaked. The former is at its highest level since summer 2024, and the latter is at an all-time high.
Of course, seasonal effects continue to significantly impact these indicators.

In any case, after a long time, we can finally report some meaningful, positive developments. The
labour market therefore remains tight, which puts companies in an extremely difficult position as
they try to manage increasing wage costs in an economy that has been stagnating for three
years. Strong wage growth is expected to stay with us into next year as well.
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Historical trends in the Hungarian labour market (%)
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We do not anticipate any significant changes to the supply side of the labour market moving
forward. No demographic shifts are expected; rising labour costs and the lack of economic
performance could further reduce labour market demand.

In our view, the planned 13% increase in the minimum wage next year will strengthen employees'
bargaining position, although the generally weak economy will soften it. These factors could
generate significant tensions in the labour market. If the economic situation does not improve, it is
increasingly likely that companies will try to maintain total wage levels by raising wages as
expected, reducing the number of employees to cut costs, and raising consumer prices. We are
not revising our labour market forecast considering the latest data. The forecast suggests that the
unemployment rate will remain around 4.5% for the rest of the year, though risks point to further
labour market weakening.
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possession this publication comes should inform themselves about, and observe, such restrictions.
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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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