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Industrial expectations deteriorated in a surprising extent

In May GKI-Erste economic confidence index adjusted for seasonal effects fell to its annual low.
According to the empirical survey conducted by GKI (www.gki.hu) with the support of the EU the
decrease recorded in March and the correction of April was followed by deterioration in May that was
more pronounced in business expectations and somewhat slighter in consumer sentiment.

In the business sector the value of industrial confidence index plummeted spectacularly, by nine
points in one month compared with the previous one. This was without precedent in the history of the
index. Following a continuous improvement of nearly two years, the deterioration of industrial
expectations was an unexpected development. The negative change characterised all company groups
and fields of activity. Industrial companies perceived the production of both the preceding and the next
period more pessimistically than one month ago. The evaluation of the stock of orders including that of
exports, too, became more downbeat. Nevertheless, respondents qualified the stocks of own
production larger than earlier.

Construction is still the most pessimistic industry. The deterioration of expectations continued in May.
The evaluation of the production level and the stock of orders improved somewhat, but the intentions of
employment deteriorated markedly.

The confidence index of trade increased slightly, within this that relating to orders was up
significantly. Respondents recorded increasing stock levels and modestly improving sales positions.
The confidence index of service companies grew slightly, the evaluation of the general business
climate and sales of the preceding and the subsequent period improved.

The intentions of employment weakened in industry and construction, they improved in trade and
remained unchanged in services. The fear from unemployment of households strengthened. Intentions
of price increases weakened in all industries. In industry the share of those planning price rises
decreased from 21 per cent in April to 11 per cent in May and the share of those reckoning with price
reductions, too, dropped. In construction those anticipating price decreases are in majority against
those projecting price rises. The situation was similar in services in May. In trade the share of those
planning price rises decreased in one month. The average size of price increases, too, diminished. The
inflationary expectations of consumers eased as well. The evaluation of the prospects of the
Hungarian economy has been deteriorating significantly in almost every industry and among
consumers for the third month.

The consumer confidence index of GKI has been decreasing continuously and significantly in 2011.
In May households assessed their financial situation worse for the next 12 months than in April, and
they considered the current conditions of purchasing high-value durables substantially worse. Their
expectations for the next 12 months turned slightly better concerning savings.


http://www.gki.hu/

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-Erste 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. . Mil. V. V. VI [ VI [ Vil [ IX X. X | Xi.
|§usiness confidence index 57| -44| 54 -63] 52| -41| -49| -28 08 -02| 03] -10
Consumer confidence index 451 488 -459| -448| -505| -515| -46.8] 419 428 -40.0] -349] -39.6
GKI-Erste economic sentimentindex | -159| -159| -159| -16.3] -17.0] -165| -158| -13.0 -11.7] -105/ -8.8| -11.0
1997.
l. . 1il. V. V. VI [ VIL [ VIl [ IX X. X | X
|§usiness confidence index 20| 16| 25 12| 271 43| 52| 541 49| 64| 62| 71
Consumer confidence index 400 -41.1| -39.1| -416| -394| -347| -33.8] -30.3] -25.6] -27.2| -23.0] -26.1
GKI-Erste economic sentiment index 119 95 -83] 1171 -83| -59| -50 -4.1 300 23] -14] -5
1998.
I. . Mil. V. V. VI [ VI [ VIl [ IX X. X | X
|§usiness confidence index 54| 49| 52| 88| 72| 67 72 44 20 -21 -29] -33
Consumer confidence index 2200 -190[ -156| -186] -19.9] -104| -82| 98| -141]| -139] -16.3] -22.7
GKI-Erste economic sentiment index 17 13 0.2 17 0.1 23 3.2 07 22 52 6.4 -8.4
1999,
I. . 1il. V. V. VI | VIL | VIl [ IX. X. X | X
|§usiness confidence index 01| 49| 41 45 771 -84 40| -38/ 32| 13| 14 03
Consumer confidence index 2200 -19.7| -228| -285 -296] -289| -355| -32.9| -304| -27.1| -255| -29.9
GKI-Erste economic sentiment index 58| -87| -89 -107] -134| -135] -122| -11.3] -103| 80| -7.7| -75
2000.
I. . Mil. V. V. VI [ VI [ VIl [ IX X. X | X
[Business confidence index 02| -07| 20| 35| 56] 45 41 34/ 29| 31 51 36
Consumer confidence index 259 -28.1| -29.2| -312| -28.9] -309| -33.0] -30.4| -32.6] -296| -30.7] -26.6
GKI-Erste economic sentiment index 69| -78 -90| -55| -33] -47| -55 -54| -63| 54| -42| -42
2001.
I. . 1il. V. V. VI | VIL | VIl [ IX. X. X | X
|§usiness confidence index 06| 25 40/ 370 o01] 05| -22| -26] 43| 71 82 62
Consumer confidence index -252| 232 -234| -209] 212 -22.0{ -199] -209| -20.7] -19.3] -16.6] -15.1
GKI-Erste economic sentiment index 61 4.2 3.1 27 54 53 6.8 74 86| -103] -104 -85
2002.
I. . I, V. V. VI [ VIL [ VIl [ IX X. X | X
I'Business confidence index 64| 51| -40] -62| -10| -04] -31 -02| -17] -05 21| -36
Consumer confidence index -156| -139] 54| -06| 21 -8/ -13] 05/ 35 -35| 87 -78
GKI-Erste economic sentiment index 88l 74| 44| 471 13 08 -26 00 22 13 -38 47
2003.
l. 1. 1il. IV. V. VI | VIL | VIl [ IX. X. X | X
|§usiness confidence index 68| 69 72| 67| 74| 12| 41| 48 -17] 63| -18 -33
Consumer confidence index 120 -219] -225| 192 -214| -235 -251| -32.7] -32.4| -32.3] -31.0] -31.1
GKI-Erste economic sentiment index -82| -10.8] -112| 99 11| -114] 96| -121| -141] -130] 94| -105
2004,
I. . MiI. V. V. VI [ VIL [ VIl [ IX X. X | X
|§usiness confidence index 50 49| -38] 00 32 12 47 34 32| 71| -112] -84
Consumer confidence index -346| -349| -353| -33.8] -29.1| -26.0] -26.7] -27.7| -25.8| -26.3] -26.1| -24.3
GKI-Erste economic sentimentindex | -127| -12.7[ -11.9] -88] 99| -76| -104] -97[ -91] -121] -151] -12.5
2005.
I. 1. 1il. V. V. VI | VI | VIIl. [ IX. X. X | X.
|'Business confidence index -85 -10.7] -116| -12.4| -131] -13.0] -100] -99| 52| 50| 52| -70
Consumer confidence index 217 225 -26.0] -309] -327[ -352| -28.9] -27.8| -26.1] -27.8| -234| -18.7
GKI-Erste economic sentimentindex | -11.9| -13.8| -154| -172| -182| -187| -149| -146| -106| -10.9] 99| -10.0
2006.
I. . MiI. V. V. VI [ VIL [ VIl [ IX X. X | X
|§usiness confidence index 51 58] 40| -14] 14| -44] 51 78] -49] 44| -42] 59
Consumer confidence index -16.3] -10.3| -11.8] -11.4| -244| -433| -482| -469| -51.1| -49.2| -51.8] -53.1
GKI-Erste economic sentiment index -80| 69| 61| -40] -74| -145] -163] -180| -169| -16.0] -16.5] -18.2




2007.

l. Il. Mll. V. V. VI VII. 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-Erste economic sentiment index -16.7| -17.5| -155| -16.9| -16.5| -15.1| -158| -157| -17.0 -21.2[ -181] -171
2008.
l. Il. Mll. IV. V. VI. VII. | VIIL. IX. X. XI. XIl.
Business confidence index 96 -76/ 81 -118 -7 941 82 90/ 98] -15.0 -25.0 -28.1
Consumer confidence index -47.8| -47.6| -524| -554| -52.3| -46.1 -429| -43.5] -42.5| -54.0[ -56.7| -60.8
GKI-Erste economic sentiment index -19.5| -18.0f -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 VII. VIIL. IX. X. XI. XIl.
Business confidence index -30.3|] -339| -37.4| -36.3] -29.01 -289| -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-Erste economic sentiment index -39.6| -429| -458| -457| -39.2| -38.1( -347| -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| -741 47 67 -b2[ -31 -1.8
Consumer confidence index 491 -475 -41.2| -37.0] -28.7| -23.4| -29.3] -234| -25.0{ -20.6( -20.8] -24.1
GKI-Erste 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 VII. VIII. IX. X. XI. XIl.
Business confidence index 0.5 29 -1.3 0,6 -4.3
l[Consumer confidence index -258] -27.7| -37.3] -368| -385
||GKI-Erste economic sentiment index 6.3 -51[ 107 91| -132




