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Strong growth momentum to be interrupted 

Hungary’s economy recovered rapidly from the 
pandemic, with real GDP growing by 7.1% in 
2021. The expansion continued in the first 
quarter of 2022. Construction was bolstered by 
public investment, while industry had begun to 
recover from supply chain disruptions. Retail 
sales were boosted by stimulus measures such 
as the 20% minimum wage increase in 
January, the reintroduction of the 13th monthly 
pension and the refund of last year’s income 
tax payments to families in February 2022. 

Russia’s war of aggression against Ukraine has 
overshadowed the outlook. GDP growth is 
expected to slow to 3.6% in 2022 and 2.6% in 
2023. Private consumption is forecast to lose 
momentum after the impact of stimulus 
measures fades and inflation erodes 
households’ purchasing power. Investment is 
set to be constrained by slowing demand, 
geopolitical uncertainty, higher funding costs, 
as well as fiscal consolidation efforts. Exports 
face headwinds from weaker external demand, 
sanctions against Russia and input shortages. 
Higher commodity prices worsen the external 
balance, with the current account deficit rising 
to 5.5% of GDP in 2022. Hungary’s net energy 
imports are projected to swell by some 3 pp of 
GDP in 2022. The current account deficit is 
expected to moderate to 3.5% in 2023, due to 
somewhat lower commodity prices and the 
gradual easing of supply chain disruptions that 
hold back exports.  

Real wage growth to slow down 

Employment rose to a historic high in 2021, 
and signs of labour shortages began to re-
emerge. The tight labour market continued to 
fuel strong wage growth in the first months of 
2022. Although more expensive inputs and 
weaker expected demand force companies to 
contain labour costs, their high profitability in 
2021 and the social contribution cuts in 

January 2022 have left them with some 
buffers. At the same time, labour supply is 
projected to rise due to the newly introduced 
income tax exemption for workers below age 
25, and the arrival of people fleeing from 
Ukraine on the labour market. Consequently, 
employment growth should be maintained, 
while real wage growth is expected to 
moderate. Unit labour cost is forecast to spike 
in 2022 but slow down in 2023 as businesses 
adjust to weaker demand and higher input 
prices. 

  

Higher commodity prices to raise inflation 

With companies facing strong cost and demand 
pressure and a weaker exchange rate, inflation 
is set to rise from 5.2% in 2021 to 9.0% in 
2022. Inflation is forecast to peak in 2022-Q3 
after the price caps on motor fuel and basic 
food items expire. Once consumer prices adjust 
to higher production costs, lower demand is 
expected to ease inflation to 4.1% in 2023. 

Regulated utility prices, which are assumed to 
remain unchanged over the forecast horizon, 
are an upside risk for inflation and a downside 
risk for GDP. In addition, the outlook is sensitive 
to the evolution of the war due to Hungary’s 
geographical proximity and its stronger trade 
linkages with Russia and Ukraine compared to 
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Hungary’s economy grew strongly until early 2022, but the war in Ukraine clouds the outlook, as 
more expensive imports, trade disruptions, higher uncertainty and risk premia are set to curb GDP 
growth, raise inflation and worsen the external balance. Due to a more challenging 
macroeconomic environment and new spending pressures, the budget deficit is projected to 
remain high. 
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other EU members, as well as due to its high 
energy import dependency. 

Public finances under pressure  

Due to robust economic recovery in 2021, 
Hungary’s public finances finished the year in a 
better than expected shape with public debt 
declining to 76.8% and government deficit 
reaching 6.8% of GDP. The growth of nominal 
GDP and revenues remained robust, while 
public investment activity moderated. 

In 2022, the deficit is forecast to remain 
elevated at 6.0% of GDP, reflecting the 
introduction of several expansionary measures 
and additional spending related to high energy 
prices. In 2023, the deficit is set to decrease to 
4.9% due to continued high nominal GDP 
growth and the partial curbing of discretionary 
spending. Current expenditure in 2022 is set to 
grow briskly on the account of measures 
adopted in 2021: the full re-introduction of the 
13th monthly pension, a one-off service benefit 
for military and law enforcement employees, 
and wage increases in the public sector. The 
decision to postpone some nationally-financed 
investments, and a slowdown in absorption of 
EU funds are set to lead to less dynamic capital 
expenditure growth both in 2022 and in 2023. 
The retail prices of energy are fixed at a level 
below cost, which is expected to lead to large 
losses in the mostly state-owned utility sector. 

The forecast assumes capital injections to 
those companies amounting to 1.1% of GDP in 
2022 and a further 0.7% in 2023. Other 
measures in response to the high energy prices 
are set to reach 0.1% of GDP in 2022. 

Public debt is projected to decrease slightly 
from 76.8% of GDP in 2021 to 76.4% in 2022, 
before falling to 76.1% in 2023. High nominal 
GDP growth is set to support the debt-
consolidation and will largely offset high 
headline deficits. The worsening financing 
conditions and a relatively low average 
maturity of public debt are forecast to increase 
the debt-servicing costs substantially, from 
2.3% of GDP in 2020 to 3.0% in 2023. 

In the absence of a Council Implementing 
Decision approving Hungary’s RRP, this forecast 
builds on the technical assumptions and 
includes expenditures to be financed by RRF 
grants, amounting to 0.6% in 2022 and 0.8% in 
2023.  

Risks to the fiscal outlook remain high due to 
the uncertain evolution of nominal GDP, 
stronger-than-expected spending pressures and 
uncertainty about the government’s policy 
response to rising energy prices. 

 
 

         
 
 

bn HUF Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

55256.7 100.0 2.1 5.4 4.6 -4.5 7.1 3.6 2.6

26616.5 48.2 1.7 5.1 5.0 -1.2 4.6 4.8 2.5

11312.7 20.5 1.7 1.8 4.3 -0.9 3.7 -0.5 0.0

14986.6 27.1 2.2 16.3 12.8 -7.0 5.9 0.9 1.2

44941.8 81.3 7.3 5.0 5.4 -6.1 10.3 4.9 5.9

44522.3 80.6 6.5 7.0 8.2 -4.0 8.7 3.8 4.6

53526.5 96.9 2.2 5.5 6.0 -4.5 6.6 3.4 2.7

1.8 6.5 6.5 -2.6 4.6 2.5 1.5

-0.3 0.1 0.1 0.0 1.1 0.1 0.0

0.6 -1.2 -2.0 -1.8 1.4 1.0 1.0

0.6 2.3 1.1 -1.1 2.0 1.7 0.6

Unemployment rate (a) 7.6 3.6 3.3 4.1 4.1 3.8 4.0

4.8 6.4 6.9 3.0 9.2 8.7 6.5

3.3 3.3 3.4 6.6 4.0 6.7 4.5

10.8 15.1 14.8 15.5 17.5 14.7 14.4

3.8 4.8 4.8 6.3 6.9 5.6 4.6

3.8 2.9 3.4 3.4 5.2 9.0 4.1

-0.3 -1.0 0.5 2.0 -3.6 -4.4 0.5

-0.1 -1.7 -2.5 -0.9 -2.5 -5.5 -4.3

-3.1 0.0 -0.8 -1.1 -2.9 -5.5 -3.5

-4.8 -2.1 -2.1 -7.8 -6.8 -6.0 -4.9

-2.6 -3.8 -3.8 -6.2 -6.6 -5.8 -4.4

70.5 69.1 65.5 79.6 76.8 76.4 76.1

Private Consumption

Table II.24.1:

Main features of country forecast - HUNGARY

2021 Annual percentage change

GDP

Public Consumption

Gross fixed capital formation

Exports (goods and services)

Imports (goods and services)

GNI (GDP deflator)

Employment

Contribution to GDP growth:

Compensation of employees / head

Unit labour costs whole economy

Saving rate of households (b)

Domestic demand

Inventories

Net exports

GDP deflator

Harmonised index of consumer prices

General government gross debt (c)

 (a) Eurostat definition.  (b) gross saving divided by adjusted gross disposable income.  (c) as a % of GDP. (d) as a % of potential GDP.

Terms of trade goods

Trade balance (goods) (c)

Current-account balance (c)

General government balance (c)

Structural budget balance (d)




