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Improving business, deteriorating consumer expectations

The last time when business expectations were as favourable as now had been ten
years ago, at the beginning of 2001. Consumers are also quite optimistic but their
expectations have been deteriorating for four months. The GKI-Erste economic
sentiment index adjusted for seasonal effects kept on moving upwards.

In February, expectations became more upbeat in all sectors of the business sphere
except for trade. Pessimism following the crisis first declined markedly in industry in
spring 2009 and expectations of this sector have been improving - even if more slowly -
ever since. Expectations on production and stock of orders - especially those of exports -
improved in February. However, the assessment of past production and stocks of own
production dropped slightly. In construction the confidence index increased significantly
after a nearly six-month fluctuation near to stagnation. The assessment over the
production and stock of orders of the past three months improved markedly. In trade the
confidence index has been increasing for many months but in February it improved less
than the month before. The assessment of orders picked up but that of sales positions
and stocks turned worse. In services expectations turned better notably. The
assessment of turnover in the past and in the future three months and that of the state of
the business improved.

Intentions to employ became better in all sectors except for industry, especially in
construction and fear from unemployment dropped among households, too. Intentions to
increase prices increased in all sectors more or less, just as consumers’ inflationary
expectations. In industry both the extent and the scope of the price rise increased,
whereas in construction the gap between these two ratios decreased further, although
those anticipating decreasing productions prices still outhnumbered those expecting
increasing ones. In trade the ratio of those firms that plan price rises remained
unchanged, however, the size of the envisaged average price increase was slightly
higher. The assessment of the prospects of the Hungarian economy improved in all
sectors, especially in construction but they turned worse notably among households.

GKI's consumer confidence index has been decreasing slightly since its peak of
October 2010. In February, the assessment of consumers’ own financial position
deteriorated significantly but the prospects of their saving capacity for the next 12 months
improved slightly compared with January.



Explanation to the methodology:

In line with the methodology used by the EU, GKI surveys the expectations of industry, trade, construction and
services in the calculation of its business confidence index. (As far as services are concerned, similarly to the
practice of the EU, companies of the financial and public sectors have not been included in the surveys yet.) GKI
publishes seasonally adjusted data by using appropriate mathematical methods to filter out the discrepancies
caused by seasonal effects (e.g. differences in weather conditions between winter and summer, increased

demand before Christmas, lower output because of summer vacations).

According to the new recommendation of the EU, GKI recalculated the former database with the new ‘TEAOR
08’ codes (statistical business activity codes) in January 2011.

The consumer confidence index is calculated from responses given to questions concerning the actual and the
expected financial position of households, the actual and the expected economic situation of the country, and the

purchase of higher value consumer durables.

The business confidence index is calculated from the responses of enterprises in industry, trade, construction
and services given to questions concerning the state of business and expectations. The history of the subindex
that reflects the expectations of services is shorter than that of other sectors. This kind of surveys started in
1998. Therefore the business confidence index for 1996-1997 had to be recalculated. This was made by using
the mathematical correlation among the confidence indices of various sectors in the period after 1998.

GKI economic confidence index is the weighted average of the consumer confidence index and the business
confidence index.

GKI-Erste economic sentiment index and its elements, 2005-2011
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GKI-Erste economic sentiment index and its elements, 1996-2011

1996.
I. II. 1. V. V. VI [ VIL [ VIL | IX. X. XL | XI.
|§usiness confidence index 57| 44| 54 63| 52| -41] 49| -28 08/ 02| 03 -0
Consumer confidence index -451| -48.8| -459| -448| -505| -51.5| -46.8] -41.9| -42.8] -40.0| -349| -396
GKI economic sentiment index 159 -159| -159| -16.3| -17.0] -165| -15.8] -13.0] -11.7] -105| -8.8| -11.0
1997.
I. 1. 1. V. V. VI [ VIL [ VIL | IX X. XL | XI.
|§usiness confidence index 200 18] 25| 12| 27 43| 52| 51 49| 64| 62 71
Consumer confidence index 400 -41.1| -39.1| -416] -39.4| -347| -33.8] -30.3] -25.6] -27.2| -23.0] -26.1
GKI economic sentiment index 119 -95| -83] -117] -83] -59] -50] 41| 30| 23] -14] -15
1998.
I. II. 1. V. V. VI [ VIL [ VIL | IX. X. XL | XI.
|§usiness confidence index 54/ 49| 52| 88 72 67 72 44 20 -21] -29] -33
Consumer confidence index 220 -19.0 -156| -186] -199] -104| -82| -98| -141| -139| -16.3] -22.7
GKI economic sentiment index 17 13 0.2 17 0.1 23 3.2 07 29 52 6.4 8.4
1999,
I. 1. 1. V. V. VI [ VIL [ VI | IX. X. XL | XI.
|'Business confidence index 01 49| 41| 45 77 81| 40| 38/ -32] 13| -14] 03
Consumer confidence index 2200 -19.7| -22.8| -285 -29.6] -28.9] -355| -32.9] -304| -27.1| -255| -29.9
GKI economic sentiment index 58 -87| -89 -107] -134| -135| -122| -11.3] -103] 80| -7.7| -75
2000.
I. 1. 1. V. V. VI [ VI [ VI | IX. X. X. | XI.
|§usiness confidence index 02| 07/ 20 35 56| 45 41 34/ 29 31 51 386
Consumer confidence index 259 -28.1| -292| -312| -289] -30.9] -33.0] -304| -32.6] -29.6| -30.7| -26.6
GKI economic sentiment index 6.9 78 90 55 3.3 47 55 54 6.3 54 4.2 4.2
2001.
I. 1. 1. V. V. VI [ VIL [ VIL | IX. X. XL | XI.
I'Business confidence index 06 25/ 40/ 370 01| 05/ -22] -26] 43 -71] -82] 62
Consumer confidence index -252| -232| -234| -209| -212| -220| -19.9] -209| -20.7| -19.3| -16.6| -15.1
GKI economic sentiment index 61| 42| -31| -27| -54] 53] -68 -74| -86| -10.3| -104| -85
2002.
I. 1. 1. V. V. VI [ VI | VI | IX. X. X. | XI.
|§usiness confidence index 64| 51 40 62| -10] -04/ 31 -02[ 171 -05] -21] -36
Consumer confidence index -156| -139| -54| -06] -21] -18 13| 05 -35 -35 87| -78
GKI economic sentiment index 88 74 4.4 47 1.3 0.8 26 0.0 292 13 38 4.7
2003.
I. 1. 1. V. V. VI [ VIL [ VIL | IX X. XL | XI.
I'Business confidence index 68 69| -72| -67] 74| 12| -41] 48] 171 -63] -18] -33
Consumer confidence index -12.0] -21.9| -225| -192| -214| -235| -251| -32.7| -32.4| -32.3| -31.0] -31.1
GKI economic sentiment index -82| -108] -112] -99] -11.1] -114| -96| -121] -141]| -130] 94| -105
2004.
I. . 1. V. V. VI [ VI | VI | IX. X. X. | XI.
|'Business confidence index 50 49| 38| 00 32| 12| 47 34 32 71| -112] -84
Consumer confidence index -346| -349| -353| -33.8] -291| -26.0] -26.7] -27.7| -25.8] -26.3| -26.1| -24.3
GKI economic sentiment index 27| 127 119 -88| -99| -76| -104| 97 91| -121| -151]| -12.5
2005.
I. 1. 1. V. V. VI [ VIL [ VIL | IX. X. XL | XI.
Iﬁusiness confidence index -85 -107| -116] -124] -131] -13.0] -100] 99| 52| 50| 52| -70
Consumer confidence index 217 225 -26.0] -309| -327| -352| -289| -27.8| -26.1| -27.8| -234| -187
GKI economic sentiment index 119 -138| -154| -172| -182| -187| -149] -146| -106] -109] -99| -10.0
2006.
I. . 1. V. V. VI [ VI | VI | IX. X. X. | XI.
|'Business confidence index 51 58] 40| 14| 14| 44| 541 78] 49| 44 42| 59
Consumer confidence index -16.3| <103 -11.8] -11.4| -244| -433] -482| -469] -51.1| -49.2| -51.8] -53.1
GKI economic sentiment index -80] -69] -61| -40] -74| -145] -163| -180| -169| -16.0| -165| -18.2




2007.

l. Il. Mll. V. V. VI VIl. | VIIL. IX. X. XI. XIl.
Business confidence index -3.6 -4.8 -2.7 -4.6 -4.2 -3.6 -4.6 -4.6 -5.6] -10.8 -5.7 -6.5
Consumer confidence index -53.8] -53.7] -519| -52.0| -51.3| -48.0| -47.7] -47.2| -49.3| -51.0] -53.6] -471
GKI economic sentiment index -16.7] -175| -155| -169| -16.5| -151| -158| -157| -17.0| -21.2| -181] -171
2008.
l. Il. Mll. IV. V. VI VIIl. | VIIL. IX. X. XI. XIl.
Business confidence index 96| -76/ 81 -118 -7.7] 941 82 90/ 98] -150] -25.0| -28.1
Consumer confidence index 478 -476| -524| -554| -52.3| -46.1( -429| -43.5] -42.5| -54.0| -56.7| -60.8
GKI economic sentiment index -19.5( -18.0( -19.7] -23.2| -19.3] -18.7( -17.2| -18.0] -18.3| -25.2| -33.2| -36.6
2009.
l. Il. Mll. V. V. VI VIl. | VIIL. IX. X. XI. XIl.
Business confidence index -30.3] -33.9| -37.4| -36.3] -29.01 -28.9| -24.7] -22.2| -221| -17.8] -191]| -15.9
Consumer confidence index 66.1] -68.5| -70.0] -72.3] -68.3] -64.3] -63.1] -59.8] -56.9| -50.8] -51.9] -50.1
GKI economic sentiment index -39.6] -429| -458| -457| -39.2| -381| -34.7| -32.0| -31.2| -264| -27.6] -24.8
2010.
l. Il Mll. IV. V. VI VIl. | VIIL. IX. X. XI. XIl.
Business confidence index -141] -137] -105] -10.3] -89 -95] -1 47 67 52[  -31 -1.8
Consumer confidence index 491 -47.5( -41.2] -37.0] -28.7( -23.4| -29.3] -234| -25.0( -20.6( -20.8] -24.1
GKI economic sentiment index -23.2( -225( -184| -17.3| -140( -13.1| -128 95| -115 9.2 -1.7 -7.6
2011.
l. Il Mll. V. V. VI VIIl. | VII. IX. X. XI. XIl.
Business confidence index 0.5 2.9
l[Consumer confidence index -258] -27.7
||GKI economic sentiment index 6.3 5.1




