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FASTER THAN EXPECTED INDUSTRIAL AND SLOWER THAN EXPECTED RETAIL GROWTH  

In 2017 the growth rate of the Hungarian economy accelerates from 2 per cent to 3.2 per cent, mainly 

due to the restart of EU transfers. Following their decline by 20 per cent last year, investments will 

expand by 8 per cent in 2017, whereas the growth rate of consumption will accelerate from 4.2 per 

cent to 5 per cent. As far as production is concerned, it will be boosted by construction, which has 

already been able to work off a large proportion of its decrease last year. Growth can be projected in 

all sectors, with the exception of agriculture, where a “natural decline” can be expected after last 

year’s uptick. Inflation will accelerate. Although external and internal equilibria will deteriorate 

slightly, they remain favourable. No substantial improvement can be expected in the main factors 

determining long-term development (in terms of the functioning of institutions, neglecting market 

solutions, and starting real structural reforms).  

In the first months of 2017 construction expanded rapidly, by more than 15 per cent. The growth rate of 

industry was faster than expected (7.5 per cent), and that of retail sales slower than anticipated (3 per 

cent). In foreign trade, imports expanded by 1.2 percentage points faster than exports, whereas the 

terms of trade deteriorated by 1.2 per cent. Although the surplus declined slightly, it is still high. 

Corporate and retail loans grew slightly in the first two months of 2017 compared to the end of 2016; 

however, they were still lower than a year earlier. According to the credit survey of the National Bank, 

commercial banks expect substantial growth in the amount of loans placed in the next half year.  

The unemployment rate was 4.5 per cent in the first quarter of 2017, 1.5 percentage points lower than a 

year earlier. However, it was slightly higher than in the last quarter of 2016. Although this is natural in 

the winter, there was no such rise in the rate last year. The “real” unemployment rate is still around 7 

per cent. In the first two months of 2017, the number of employees was 4 per cent higher than a year 

earlier (by 4.5 per cent without those involved in public workfare schemes). The spectacular 

improvement reflected by statistics was partly due to the increase in foreign employment and some 

methodological changes in labour statistics. At the same time, GKI survey results show that 40 per cent 

of industrial and service companies and almost half of those in construction face labour shortages. 

The general government deficit projected for 2017 remains at 2.4% of GDP, as the bill on amending the 

budget specifies that the expenditure and revenue sides will increase by the same amount. It is 

favourable that reserves are raised slightly. GKI, however, predicts a slightly higher deficit: between 2.5 

per cent and 3 per cent as the pressure to increase spending is particularly strong in a pre-election year. 

In addition, as the reduction of the general government deficit of 2018 now seems to be uncertain, it is 

possible that some expenditures of that year will be paid a year earlier. The Budget Council also called 

the government’s attention to this possibility. The inflation rate projected by the government for 2017 

was 1.6 per cent. The actual figure is expected to be higher by 1 percentage point requiring a 

retrospective pension increase at the end of the year. In the event that the government’s prognosis is 

fulfilled (GDP growth exceeding 3.5 per cent and a general government deficit of 2.4 per cent of GDP), 

some additional “pension premiums” will also be paid. GKI does not expect that these criteria will be 

met. However, as the payment of the pension premium is to be decided on the basis of expected 

figures and the parliamentary elections will be close, some additional payments will likely be paid.  



THE FORECAST OF GKI FOR 2017 

 Description 2014 2015 2016 
2017 

Q1 forecast 

1 GDP (%) 104.0 103.1 102.0 - 103.2 

2 Industrial production (%) 107.7 107.5 100.9 107.5 103.5 

3 Investments (%) 119.3 103.8 80.0 - 108 

4 Construction services (%) 113.4 103.0 81.2 116.7** 115 

5 Retail trade turnover (%) 105.2 105.8 104.5 103.1 106 

6 Exports (current prices in euro, %) 104.0 107.0 102.9 112.6 106 

7 Imports (current prices in euro, %) 104.7 104.6 101.5 114.6 108 

8 Foreign trade balance (EUR billion) 6.3 8.6 9.9 2.5 8.5 

9 
Balance of the current and capital account 
(EUR billion) 

6.1 8.7 6.1 - 7.5 

10 Average exchange rate of euro (in HUF) 308.7 309.9 311.5 309.7*** 315 

11 General government deficit* (HUF billion) 825.7 1218.6 848.3 121.5*** 1300 

12 Index of average gross earnings 103.0 104.2 106.1 110.3** 109 

13 Consumer price index 99.8 99.9 100.4 102.6 102.5 

14 

Consumer price index at the end of the 
period 
(Corresponding month of the previous 
year=100) 

99.3 100.9 101.8 102.7 102.5 

15 
Rate of unemployment (at the end of the 
period, %) 

7.1 6.2 4.4 4.5**** 4.3 

*      Cash flow basis, without local governments  
**    January–February 2017 
*** January–April 2017 
**** Average of January–March 2017 
Sources of actual data: CSO, NBH, NGM 
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