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Hungary: Economic Overview
1. A Bumpy Road to Progress

Hungary is a strong upper middle-income country that has been showing strong economic growth and low unemployment. It has been able to attract large amounts of Foreign Direct Investment and is catching up to the living standards of Western Europe. Recent budget deficits hovering around 8%, as well as an unemployment rate which is at an all time high of 7.5% are areas for concern.
 Inflation is also on the rise and the government has been raising interest rates in an effort to keep it under control.
 According to the World Bank, “The current state of public finances is undermining economic stability and growth prospects.” 
 
2. Economic Indicators:
a. GDP (purchasing power parity): $162.6 billion (2005 est.)
b. GDP per capita (PPP): $16,300 billion (2005 est.)
c. Real GDP Growth: 4.1% (2005 est.)

d. Imports: $64.83 billion f.o.b. (2005 est.)
e. Exports: $61.75 billion f.o.b. (2005 est.)
f. Inflation rate (consumer prices): 3.6%
g. Budget: 



Revenues: $51.4 billion



Expenditures: $58.34 billion; including capital expenditures 






of $NA (2005 est.)
h. Unemployment rate: 7.2% (2005 est.)

i. Poverty Rate: 8.6% (1993 est.)

j. Current Exchange Rate (10/4/06): 1 USD = 216.51 HUF

3. Economic Structure:

Breakdown of GDP by sector:



	Gross value added by industry 2003
	% of total
	Components of gross domestic product 2005
	% of total

	Agriculture & forestry
	3.3
	Private consumption
	68.2

	Manufacturing, mining & utilities (incl water)
	22.3
	Public consumption
	10.3

	Construction
	5.3
	Gross fixed capital formation
	23.2

	Transport & communications
	8.2
	Change in stocks
	0.5

	Trade, hotels & catering
	13.2
	Exports of goods & services
	66.4

	Real estate, renting & business activities
	17
	Imports of goods & services
	68.5


(c) Economist Intelligence Unit 2006

a. Agriculture products: wheat, corn, sunflower seed, potatoes, sugar beets; pigs, cattle, poultry, dairy products
b. Industries: mining, metallurgy, construction materials, processed foods, textiles, chemicals (especially pharmaceuticals), motor vehicles

c. Main trading partners—import and export:
	Main destinations of exports 2005
	% of total
	Main origins of imports 2005
	% of total

	Germany
	29.3
	Germany
	27.6

	Austria
	6.4
	Russia
	7.2

	Italy
	5.6
	China
	7

	France
	4.9
	Austria
	6.7





(c) Economist Intelligence Unit 2006

d. Hungary is a member of the European Union in the process of moving their currency to the Euro.
4. Political Considerations:


Hungary is a parliamentary democracy. Its legal system adheres to the Western model of law based rule and has accepted ICJ jurisdiction with few reservations.
 


The current premier Ferenc Gurcsany and his party the Hungarian Socialist Party (MSZP) have suffered serious popularity declines due to a political scandal and the introduction of fiscal reforms aimed at staving off a future economic crisis. 

The EUI reports that, “For the moment, the perception that Mr Gyurcsany is inextricably linked to the fiscal reform project means that there is a risk of negative investor reaction if he is ousted. Beyond the immediate term, this could change. If in the next few months the MSZP establishes itself as being committed to budgetary reforms, and then opted to jettison the tainted premier in favour of a politician who was politically viable and fiscally credible, the risks of a crisis would recede.”


Attractions:

a. Hungary’s economy has showed impressive growth and has attracted large amounts of foreign direct investment.

b. Hungary is a member of NATO and the European Union

c. Hungary has a strong GNI per person and a higher living standard that most of Eastern Europe.

d. Hungary is strategically located in the middle of Europe with favorable connections to European-wide transportation network as well as a modern infrastructure.
5. Trouble Spots:

a. The current political and financial crisis has led to massive demonstrations against the Hungarian premier Ferenc Gurcsany. 


b. Immediate fiscal reforms are widely considered necessary to save the country from a serious economic crisis.


c. Businesses looking to expand to Hungary face challenges such as: language barriers, serious competition from EU and Far East firms, rising Hungarian wages, and confusing tax laws.
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