
9 June 2020 

9 June 2020 

 
 
 
 
 
 

Snap Hungarian inflation moderates further 
After an historical collapse a month ago, Hungarian headline inflation 
decreased again in May. As lockdown measures ease, we think inflation 
will increase again in the short run 
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2.2% 
 
 

Headline inflation (YoY) 

Consensus 2.3% / Previous 2.4% 

Lower than expected 
 

Hungarian headline inflation decreased again, nonetheless, this drop isn't quite as bad as the 

historical collapse we saw in April. 

May 2020 CPI sits at 2.2% year-on-year - 0.2ppt lower than a month ago. Despite this reading 

roughly matching market expectations, it still contains some interesting storylines. 

 

Main drivers of the headline CPI change (%) 
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Interesting story lines 
• Food prices went up by 0.7% month on month, translating into an 8.4% YoY increase on a 

yearly basis. Both readings show some easing compared to the last month but still remain 
elevated. Last time when food inflation was above 8% in two consecutive months was in back 
in spring 2011. Seasonable food and non-perishables are behind the recent price increase so 
both core and non-core items contributed to inflation here. 

 

• The Covid-19 related curfew and lockdown measures affected the price changes of several 
product groups. Clothing and footwear prices decreased 1.1% MoM as some retailers tried to 
cut prices to have some turnover at least. Durables in the meantime become 0.8% more 
expensive on a monthly basis as supply constraints (and in the case of white goods the heavy 
demand) and the spill-over of the previous episode of HUF weakness pushed import prices 
higher. 

 

• The lockdown also affected the services sector. As the Statistical Office faced a hard time to 
gather prices due to the closure of service providers, in many cases it filled in data with zeros 
(e.g. package holidays, movie, theatre). Against this backdrop, the average price increase in 
services came in at 0.1% MoM; 

 

• Of course, we can’t talk about inflation without mentioning fuel prices. Due to the recent pick- 
up in oil prices, fuel became more expensive by 3.9% MoM, causing an upside surprise. 
However, on a yearly basis, prices are still down by 22%, proving to be a major drag on 
headline inflation. 

The composition of headline inflation (ppt) 
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As we see both non-core and core factors contributing to the mild retreat in the headline CPI 

reading, it hardly comes as a surprise that core inflation also decelerated. 

It came in at 4% YoY, a 0.3ppt drop compared to April. If we adjust this reading for the 0.5ppt 

inflation caused by tax changes, we see that core inflation excluding indirect taxes sits (after a 

0.3ppt deceleration) at 3.5% YoY in May 2020. 
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Headline and core inflation measures (% YoY) 
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As the base effect will be less favourable and the oil price increase will spill-over into the 

pricing decision of fuel retailers, we see the headline reading to increase in the coming 

months. 

By autumn, we expect CPI crawling back somewhat below the 3% inflation target again, 

before it starts dropping in 4Q20 on the back of the high base effect. 

On average, we see inflation at 3% in 2020, while it could ease to 2.5% in 2021 due to the 

weakening demand-driven price pressure. 
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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 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. 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 regulation by the 

Financial Conduct Authority (FCA). 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. 
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