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Snap Hungary: A bittersweet record in industry

After an historic collapse, we now have an historic rebound in industry.
However, the sector is still operating at 2013 levels, more evidence of a
slow recovery

Workers on an assembly line at an Audi factory in Hungary

— 2 7 6 O/O Industrial production (YoY, wda)
. Consensus -24.3% / Previous -36.6%
Worse than expected

After an unprecedented collapse in the modern era, industrial production rebounded in May. The
15.6% month-on-month rebound is a new record, which we view with mixed feelings. The positive
part of the story is that April proved to be the nadir of the crisis and industry (as well as retail
sales) was able to recover in the following month. On the other hand, from such a low-point, even
this record-breaking performance looks like quite a small improvement. The volume of industrial
production is still down by 27.6% on a yearly basis. The level of output improved, so we are now

back at the levels last seen in 2013. A bittersweet victory.
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Performance of Hungarian industry
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Even though the majority of industrial companies restarted production in May, the rebound was
far from balanced. Albeit the recent data release didn't contain details, the Statistical Office
shared some interesting facts. Production volume decreased in every manufacturing subsection.
An astounding fall was observed in the manufacture of transport equipment - which carries the
largest weighting - while the manufacture of computer, electronic and optical products, as well

as the manufacture of food products, beverages and tobacco products declined to a lesser
degree.

The most interesting thing in the above is that after a substantial fall in the single most important
sector (car manufacturing), industry as a whole was still able to show a double-digit rebound. It

definitely gives hope for June, when carmakers went back to business, some of them even
restarting a three-shift production.

Manufacturing PMI and industrial production trends
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Further down the road we expect a lengthy recovery. Recent developments in soft indicators, like
the PMI, suggest only mild improvements. We will see how manufacturers feel when the euphoria
about reopening settles down. The summer months will be about strong improvement and
fulfilment of the backlog of orders. It will boost confidence in the short run. However, sooner or
later (and we expect it to be sooner) lean order books will impact performance. Labour market
woes, decreasing global demand and the possibility of sporadic lockdowns impacting supply
chains will slow the pace of the recovery. Even with this recent pick-up, the level of production is
far from being 'normal'. In our base case, we don't see the level of production reaching the pre-

crisis level until 2021.

The level of production: industry & retail sector
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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 NV and its subsidiary and dffiliated 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. The producing legal
entity 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 subject to limited requlation by the
Financial Conduct Authority (FCA). ING Bank N.V., London branch is registered in England
(Registration number BR0O00341) 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.
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