
COUNTRY PROFILE:                                                                           HUNGARY 
DATED:                                                                                                    JULY 2014 
CREDIT GUARANTEE: Researched and compiled by Cindy Motloung, economic services - CGIC     IES/02: ATTACHMENT A 

Export Department 
Comment/Opinion 

Rating 2B. Cover considered on open basis.  
(Euler Hermes: C; Atradius: 5/8 ; Coface: A4/A2) 
Sanctions: None 

Recent Political Highlights 
• Hungary held its first multiparty elections in 1990 and initiated a free market economy. It joined NATO in 1999 and the EU five years later. In 2011, Hungary assumed the six-

month rotating presidency of the EU for the first time. President Janos Ader has been in office since May 2012 and Viktor Orban as prime minister since May 2010. Elections 
were last held in May 2012 and next are to be held by May 2017. 

• Change of power has so far been largely smooth. Hungary has a system of parliamentary democracy, with the president heading largely ceremonial law. Elections take place 
on regular occasions. The transition of power between the ruling and opposition forces is smooth. Hungary's political system is currently heavily dominated by the Fidesz 
party, which, alongside its coalition partner, KDNP, controls the constitutional majority in the legislature. The opposition meanwhile remains divided and unable to fully 
unite and pose a credible voice against Fidesz/KDNP policies. The Jobbik poses the foremost challenge to Fidesz political dominance, but it is unlikely to replace it at the 
government helm. 

Recent Economic Highlights 
• Hungary has made the transition from a centrally planned to a market economy, with a per capita income nearly two-thirds that of the EU-28 average. In late 2008, 

Hungary’s impending inability to service its short-term debt brought on by the global financial crisis, led Budapest to obtain an IMF/EU/World Bank arranged financial 
assistance package worth over $25 billion. The IMF/EU bail-out program lapsed at the end of the year and was replaced by Post Program Monitoring and Article IV 
Consultations on overall economic and fiscal processes. At the end of 2011 the government turned to the IMF and the EU to obtain financial backstop to support its efforts 
to refinance foreign currency debt and bond obligations in 2012 and beyond, but Budapest’s rejection of EU and IMF economic policy recommendations led to a breakdown 
in talks with the lenders in late 2012. Global demand for high yields has since helped Hungary to obtain funds on international markets. Hungary’s progress in reducing its 
fiscal deficit to under 3% of DGP led the European Commission in 2013 to permit Hungary for the first time since joining the EU in 2004, to exit the Excessive Deficit 
Procedure.  

• Hungary has a population of 9,919,128 and a 99% literacy rate. 
• Gross Domestic Product (GDP) in Hungary expanded 3.5% in the first quarter of 2014 over the same quarter of the previous year. Annual GDP growth averaged 2% from 

1996 until 2014, reaching an all time high of 5% in the first quarter of 2000 and a record low of -8% in the second quarter of 2009. Real GDP growth will gain momentum in 
2014, driven by a combination of investment and exports. Tensions between Ukraine and Russia could dampen Hungary’s growth outlook in the second quarter of 2014; 
nonetheless, robust government consumption in the first quarter of the year, combined with a strong export performance, will result in real GDP growth accelerating to 
2.6% in 2014. Reviving household consumption will see growth increase to 2.9% in 2015.   

• Through all of Hungary’s ups and downs, inflation will remain relatively low, averaging just 0.7% in 2014, below the central bank’s target of 3%. Any further deceleration will 
be prevented by market instability given the lack of confidence in the forint and fragile investor confidence in emerging markets. Consumer prices increased 0.1% y-o-y in 
March of 2014, unchanged from 0.1% in the previous month. A year earlier, the inflation rate was recorded at 2.2%.  

• Hungarian exports decreased to 2145500 HUF million (US $9.4bn) in May 2014 from 2178233.47 HUF million (US $9.5bn) the previous month in April of 2014. Trade with EU 
countries and the OECD now comprises over 70% and 80% of the total, respectively. Germany is Hungary’s single most important trading partner. 

• S&P kept Hungary’s sovereign rating at BB, two steps below investment grade and citing risks including the highest debt level among the European Union’s eastern 
members and lack of government policy predictability. Moody’s sovereign rating is Ba1 and Fitch is at BB+ (both one notch below investment grade). 

 
Sectoral contributors to GDP as follows: 
 
 
 



Year 2011 2012 2013 

GDP 
growth 

       
1.6% -1.7% 

 Annual 
CPI 4.0% 5.7% 1.7% 

Services 29.1% 30.8% 

 Source: The World Bank 

Latest Trade Developments  
• Major exports: Machinery & equipment, other manufactures, food products, raw materials, fuels & electricity.  
• Major imports: Machinery & equipment, other manufactures and fuels & electricity, food products, raw material. 
• Main trading partners: Germany, Russia, Romania, China, Slovakia, Austria and Italy. 
• SA exports to Hungary totalled R605m in 2011, R813m in 2012, R451m in 2013 and R270m in Jan-May 2014.  
• SA imports from Hungary totalled R5.2bn in 2011, R4.1bn in 2012, R3.3bn in 2013 and R1.3bn in Jan-May 2014.   


