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FLASH REPORT 
6 December 2017 
 

Q3 GDP was revised upward to 3.9% YoY, thanks to 
unexpectedly strong market services growth 

 Quite unusually, Hungary's KSH revised upward the GDP data for the third quarter by a wide 
margin: the preliminary 3.6% figure was modified to 3.9% YoY (earlier data were left 
unchanged). It means significant acceleration from Q2’s 3.3%. The statistical office ascribes 
the surprisingly significant revision to the performance of market services. The seasonally 
and calendar adjusted figure is 4.1% YoY, the annualized QoQ change accelerated to 3.8%. 
(Chart 1) We note that stronger-than-expected economic performance was a widespread 
phenomenon across Central and Eastern Europe in 2017Q3. 

 Similarly to 2017Q2, agriculture and the government sector weighed on GDP growth. The 
former fell by -11.3% YoY and the latter (i.e. government services on the production side of 
GDP) posted -1.5% yearly drop. (Chart 3) Meanwhile, non-farm GDP growth accelerated 
from 4.2% to 4.9% YoY, while the growth of non-farm private GDP, maybe the best indicator 
of underlying strength of the business cycle, has jumped from 5.2% to 6.4% YoY, its highest 
reading since 2002Q3 (in SA terms). (Chart 2) 

 Indeed, market services made large contribution to GDP growth as their value added grew 
by 5.8% YoY, the highest reading since 2006Q4. (Chart 8) Apart from financial 
intermediation, all subsectors posted accelerating growth, e.g. information and 
communication value added expanded by 8.2%, wholesale and retail trade, accommodation 
and restaurants services value added by 6.8%, while the professional, scientific, engineering 
and administrative activities' value added by 8.1% (all YoY). However, the latter may have 
benefited from a positive one-off effect of the FINA world aquatic championship. 

 The incoming data are in line with our big picture. The business cycle has reached maturity 
stage: growth may remain near 4% in 2017-18, supported by several factors. In Q3, 
household consumption expenditure grew by 4.7% YoY (our forecast for 2017 is 4.8%), 
while household final consumption was supported by much-stronger-than-expected transfers 
from both government and non-profit institutions. Social transfers in kind from the 
government posted 3.4% gain YoY after declining by -2.4% YoY a quarter ago, and transfers 
in kind from non-profit institutions serving households expanded by an enormous 14.9% YoY 
(over 60% in annualized QoQ terms, or roughly HUF 15 bn QoQ). 

 As a result, the surprisingly strong GDP dynamics in Q3 is related to the final consumption of 
households, which gained 4.8%, after expanding by 3.5% in Q2, YoY. We note that the Q3 
performance may contain one-off effects, yet underlying growth may have further to run as 
income growth is spectacular and loan flow is still modest in Hungary, compared to other 
countries in the CEE region. (Chart 7) 

 Gross capital formation was revised significantly. Now the Q1-Q3 YoY dynamics are 21.6%, 
26.1% and 20.3%, respectively. The Q3 deceleration is in line with the statistic office’s 
investment data (shows 18.3% YoY dynamics after 26.8% yearly gain in Q2) and with our 
expectation, which is 21.5% yearly growth for 2017 as a whole. Both construction and 
machinery investment expanded steadily while private investment's contribution remained 
robust. Based on short-term statistics, we do not see considerable downward risk for the 
coming quarters. (Charts 5 & 6) 

 As domestic demand remained robust, net exports’ contribution to growth was negative 
again, for the third consecutive quarter. This negative effect intensified (net exports 
subtracted 3.2 pp from the overall GDP growth), proving our long-held view of growing 
domestic demand that eats into external surplus. (Chart 4) 

 As Hungary’s GDP growth was 3.8% over the first three quarters of 2017, we revise upward 
our forecast for 2017 from 3.7% to 3.8%. In all, the consumption expenditure of households 
and capital formation are likely to be in line with our previous forecast while the growth 
contribution of the government may be slightly stronger. On the other hand, net export is 
expected to be a heavier drag. 
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 In 2018, Hungary's GDP expansion is likely to be close to 4.0% YoY. However, the 
underlying momentum may deteriorate slightly (Chart 9 & 10). We forecast decelerating 
growth in capital formation activity but stronger household consumption growth, and less 
negative contribution from net export than in 2017. The room for manoeuvre available to the 
government before the 2018 parliamentary election means upside risk. The main downside 
risk remains that even the robust investment activity (both tradable and non-tradable sectors 
are investing massively right now) might not be able to offset the eventual negative growth 
effect of the lack of available labour force. 

 

 

Main macro forecasts 

  

Key economic indicators

2013 2014 2015 2016 2017F 2018F 2017F 2018F 2017F 2018F

Nominal GDP (at current prices, bn HUF) 30 127 32 400 33 999 35 005 37 520 39 988 37 599 39 914

Real GDP change 2,1% 4,2% 3,4% 2,2% 3,8% 3,7% 3,8% 3,4% 3,7% 3,6%

Household final consumption 0,5% 2,1% 3,1% 4,2% 3,4% 4,0% 4,0% 3,8% 4,6% 3,8%

   Household consumption expenditure 0,2% 2,5% 3,4% 4,9% 4,4% 4,6%

Collective consumption 6,5% 9,2% 0,6% 0,1% -1,9% 1,1% 2,2% 2,3%

Gross fixed capital formation 9,8% 9,9% 1,9% -15,5% 21,5% 7,4% 16,8% 7,3% 15,2% 10,9%

Exports 4,2% 9,8% 7,7% 5,8% 6,4% 6,4% 7,7% 7,1%

Imports 4,5% 10,9% 6,1% 5,7% 8,1% 6,3% 9,6% 8,4%

General goverment balance (ESA'10 based, HUF bn) -793 -895 -684 -667 -514 -702

in percent of GDP -2,6% -2,8% -2,0% -1,9% -1,4% -1,8% -2,4% -2,5% -2,1% -2,6%

General goverment debt (in percent of GDP) 76,8% 76,2% 75,3% 74,1% 72,9% 70,9% 72,7% 71,2% 72,6% 71,5%

Current account (EUR bn)* 3,9 1,6 3,8 7,1 5,2 5,2 4,6 4,0

in percent of GDP 3,8% 1,5% 3,5% 6,3% 4,3% 4,0% 3,8% 3,1% 4,3% 3,3%

Gross nominal wages** 3,8% 3,6% 4,3% 6,5% 11,9% 8,1%

Gross real wages 2,0% 3,8% 4,4% 6,1% 9,4% 6,3%

Gross disposable income*** 2,7% 4,2% 4,4% 2,7% 7,3% 5,9%

Gross real disposable income 1,0% 4,4% 4,4% 2,3% 4,9% 4,1%

Employment (annual change) 1,7% 5,3% 2,7% 3,4% 1,7% 0,6% 1,1% 0,6%

Employment domestic concept w/o public workers 0,5% 3,3% 1,5% 3,3% 3,0% 1,3%

Unemployment rate (annual average) 10,2% 7,7% 6,8% 5,1% 4,2% 4,2% 4,3% 4,1% 4,2% 4,0%

Inflation (annual average) 1,7% -0,2% -0,1% 0,4% 2,3% 1,7% 2,4% 2,7% 2,3% 2,6%

Base rate (end of year) 3,00% 2,10% 1,35% 0,90% 0,90% 0,90% 0,90% 1,00%

1Y Treasury Bill (average) 4,11% 2,28% 1,17% 0,77% 0,09% 0,01%

Real interest rate (average, ex post) 2,3% 2,5% 1,2% 0,4% -2,2% -1,7%

EUR/HUF exchange rate (average) 297,0 308,6 309,9 311,5 308,7 308,0 309,0 309,0

EUR/HUF exchange rate (end of year) 296,9 314,9 313,1 311,0 308,0 308,0 310,0 308,0

Sources: CSO, MNB, OTP Bank

*: Official data of balance of payments (excluding net errors and ommissions)

***: Calculation based on financial accounts data

**: Total wages including accrual based salaries in governmental sector. In 

the case of private sector wages we calculated with whitening effect filtered 

wages and we adjusted  the changeable seasonality of the bonus payments.
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Chart 1: Summary chart of GDP growth 
(annual and annualized QoQ growth rate, %) 

1.  Chart 2: Different indicators of economic activity 
(annual changes, %) 

 

 

 
Sources: HCSO, OTP Research  Sources: HCSO, OTP Research 

 
 

Chart 3: Decomposition of GDP growth by production-
side items (quarterly data, %) 

1.  Chart 4: Decomposition of GDP growth by expenditure-
side items (quarterly data, %) 

 

 

 
Sources: HCSO, OTP Research  Sources: HCSO, OTP Research 

 
 

2.   

Chart 5: Investment by type 
(nominal, bn HUF, SA) 

3.  Chart 6: Investment activity by sectors  
(decomposition of annual change, %) 

 

 

 
Sources: HCSO, OTP Research 
 

 Sources: HCSO, OTP Research 
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Chart 7: Households’ consumption expenditure 
(annual and annualized QoQ growth rate, %) 

2.  Chart 8: Market services 
(change at constant prices, %, SA) 

 

 

 
Sources: HCSO, OTP Research  Sources: HCSO, OTP Research 

 

Chart 9: Our GDP trackers and our estimation for the 
dynamic factor (monthly, normalized) 

3.  Chart 10: Forecast of non-farm private GDP 
(change at constant prices, YoY, %, SA) 

 

 

 
Sources: HCSO, OTP Research  Sources: HCSO, OTP Research 
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Disclaimer 
 
OTP Bank Plc (in Hungarian: OTP Bank Nyrt.) (“OTP Bank”) does not intend to present this document as an objective or independent 
explanation of the matters contained therein. This document (a) has not been prepared in accordance with legal requirements designed to 
promote the independence of investment research, and (b) is not subject to any prohibition on dealing ahead of the dissemination of 
investment research. OTP Bank may hold a position or act as market maker in the financial instrument of any issuer discussed herein or act 
as advisor or lender to such issuer. 
 
Although the information in this document has been prepared in good faith from sources, which OTP Bank reasonably believes to be reliable, we do not 
represent or warrant its accuracy and such information may be incomplete or condensed. Opinions and estimates constitute our judgment only and are 
subject to change without notice. 
 
This communication does not contain a comprehensive analysis of the described issues. This material is for informational purposes only.  This 
document is not intended to provide the basis for any evaluation of the financial instruments discussed herein. In particular, information in this document 
regarding any issue of new financial instruments should be regarded as indicative, preliminary and for illustrative purposes only, and evaluation of any 
such financial instruments is made solely on the basis of information contained in the relevant offering circular and pricing supplement when available. 
OTP Bank does not act as a fiduciary for or an advisor to any prospective purchaser of the financial instruments discussed herein and is not responsible 
for determining the legality or suitability of an investment in the financial instruments by any prospective purchaser. This communication is not intended 
as investment advice, an offer or solicitation for the purchase or sale of any financial instrument, and it does not constitute legal, tax or accounting 
advice. 
 
Information herein reflects the market situation at the time of writing. It provides only momentary information and may change as market conditions and 
circumstances develop. Additional information may be available on request. Where a figure relates to a period on or before the date of communication, 
the figure relates to the past and indicates a historic data. Past performance is not a reliable indicator of future results and shall be not treated as such. 
OTP Bank makes no representation or warranty, express or implied, is made regarding future performance of any financial instrument mentioned in this 
communication. OTP Bank shall have no liability for the information contained in this for any loss or damage whether direct, indirect, financial, economic, 
or consequential, whether or not caused by the negligent act or omission of OTP Bank, provided that such limitation of liability shall not apply to any 
liability which cannot be excluded or limited under the applicable law. 
 
Before purchasing or selling financial instruments or engaging investment services, please examine the prospectuses, regulations, terms, agreements, 
notices, fee letters, and any other relevant documents regarding financial instruments or investment services described herein in order to be capable of 
making a well-advised investment decision.  Please also speak to a competent financial adviser for advice on the risks, fees, taxes, potential losses and 
any other relevant conditions before you make your investment decision regarding financial instruments or investment services described herein. The 
financial instruments mentioned in this communication may not be suitable for all types of investors.  This communication does not take into account the 
investment objectives, financial situation or specific needs of any specific client.  This communication and any of the financial instruments and 
information contained herein are not intended for the use of private investors in the UK.  Any individual decision or investment made based on this 
publication is made solely at the risk of the client and OTP Bank shall not be held responsible for the success of the investment decisions or for attaining 
the Client's target. 
 
OTP Bank Plc. (registered seat: Nádor utca 16., Budapest H-1051, Hungary; regulated and authorised by the Hungarian Financial Supervisory Authority 
(Pénzügyi Szervezetek Állami Felügyelete, H-1013 Budapest, Krisztina krt. 39.) (the “PSZÁF”), with PSZÁF licence numbers: III/41.003-22/2002 and E-
III/456/2008. For more information, please refer to the website: https://www.otpbank.hu/portal/hu/Megtakaritas/Ertekpapir/MIFID). All rights reserved. 
The copyright of this publication is exclusively owned by OTP Bank Plc and no part of this material can be reproduced, re-used or disseminated without 
the prior written consent of OTP Bank Plc. The terms and conditions of this disclaimer shall be governed by and construed in accordance with English 
law.  
 
If you received this document from OTP Bank Plc, then it was sent to you with your previous consent. You may withdraw this permission by sending an 
e-mail to research@otpbank.hu or writing a letter addressed to "Research Center”, Hungary 1051, Budapest Nádor utca 21. Please refer to your name 
and e-mail address in both cases. 


