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Our regional insights: 

Hungarian trade and inflation dynamic slow 

The Hungarian forint has continued to trade side-ways, while the Hungarian Central 

Statistical Office has released some fresh macro figures.   

Today, the Hungarian trade balance showed EUR37m in August, which is slightly better 

than a year ago, but both the import and export dynamic was quite weak, the former 

grew by 1.3% YoY, while the latter by 2.6% YoY. In the first eight months the import 

increased by 5.5% YoY, while the export were up by 3.7% YoY. The YTD surplus 

moderated to EUR3.3bn in 2019 from EUR4.3bn in 2018 and from EUR6.7bn in 2016. 

Looking on these figures the main question is that the slow dynamic of trade is due to 

the global slow down or it is rather temporary and is influenced by the week figure of 

industrial production, which was driven by holiday effect. We expect some rebound of 

the dynamic for September, but we think that the import may exceed again the export 

and so the trade balance may deteriorate further as the domestic demand is still very 

strong, while the weakening global environment may keep the export growth low. 

Yesterday, another release showed the Hungarian headline inflation slowed further in 

September to 2.8% YoY from 3.1% YoY in August, though the core inflation increased 

from 3.7% YoY to 3.9% YoY. The main two drivers of the headline CPI moderation was 

driven by lower energy (mainly oil) price and unprocessed food prices. Despite the CPI 

moved below the inflation target we think that the price pressure from domestic side 

still remained. The market services prices are elevated due to the fast wage dynamic 

and the strong domestic demand and we expect that this pressure may remain in the 

following quarters as well. The main question now that will we see some spill over effect 

of the weaker HUF into the price in the following months or not? Last year we could 

identify the biggest pass through effect in case of the vehicles and fuel prices, but the 

majority of tradeable products were not affected substantially. As the imported 

inflation is still very low this year, we expect that inflation pressure coming from HUF 

depreciation may be limited in this year as well. We forecast CPI acceleration till the end 

of the year mainly due to base effect, and we see next year average inflation around 

3.5% YoY, which is still well above the inflation target of the NBH. Despite the NBH may 

miss its target in 2020 and probably also in 2021, we think that it won't affect its 

monetary policy so the quite loose monetary conditions may be maintained in the 

coming quarters. The main risk is that how may react the NBH on the situation if the 

imported products prices start to accelerate due to the HUF depreciation and inflation 

(the filtered figures calculated by NBH) moves above 4% YoY which is out of its tolerance 

range. We think that until the central banks behaviour on core markets are not shifting 

from easing stance at least to neutral, NBH may not turn towards monetary tightening 

so we expect no monetary policy change at least till end of 2020. 
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Interest-rate Swap Curves 

* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).
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Indicator

Trade balance 

CZ bond auction 2017-2027, 0.25% 

CZ bond auction 2017-2033, 2.00% 
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