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BCRA – CREDIT RATING AGENCY AD (BCRA) is the third 
fully recognized rating agency in the EU, registered pursuant to 
Regulation No. 1060/2009 of the European Parliament and of 
the Council. The credit ratings, assigned by the BCRA are valid 
throughout the EU and are fully equal to those, of the other 
agencies, recognized by the European Securities and Markets 
Authorities, without any territorial or other limitations. 
 
The report has been prepared and the rating – 
assigned, based on public information, made 
available by the Hungarian National Bank (MNB), 
the Hungarian Central Statistical Office, the Ministry 
of Finance, the Government Debt Management 
Agency, the World Bank, the International Monetary 
Fund, the European Commission, BCRA’s 
database etc. BCRA uses sources of information, 
which it considers reliable, however, it cannot 
guarantee the accuracy, adequacy and 
completeness of the information used. 
 

 
BCRA - CREDIT RATING AGENCY AD affirms the 
unsolicited long-term and short-term sovereign 
rating of Hungary and maintains the outlook 
related to them: 
 

Long-term rating: BBB+(ns) 
Short-term rating: A-2(ns) 

Outlook: Stable 
 
 
BCRA’s officially adopted Sovereign Rating 
Methodology has been applied: 
https://www.bcra-
bg.com/files/Sovereign_Methodology_2019_en.pdf  
 
 

Notes: 

1) Prior to the present publication, the credit rating and the rating outlook were disclosed to the rated entity. Following that disclosure 
amendments in the credit rating and the rating outlook have not been executed; 

2) During the last two years, BCRA Credit Rating Agency AD has not provided ancillary services to the rated entity or a related third 
party;  

3) The users of the rating can find information on the meaning of each rating category in the Global Scale (https://www.bcra-
bg.com/files/global_scale_en.pdf). The definition of default can be found in the Sovereign rating Methodology (https://www.bcra-
bg.com/files/Sovereign_Methodology_2019_en.pdf). 
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Overview  
 

The third wave of the pandemic hard hit the country 
in March - April 2021, followed by a prolonged 
period (half a year) of relatively slow infection rates 
and a considerably improved epidemiological 
situation. Meanwhile, Hungary targeted a broad-
based and prompted policy in immunisation against 
COVID-19 with a wide range of preparations.  
 
National-conservative party Fidesz (Hungarian 
Civic Union), led by Viktor Orbán, has dominated 
Hungarian politics since 2010. Fidesz has the 
support of the small KDNP (Christian Democratic 
People's Party) as a coalition partner and a 
comfortable majority in the legislature. The majority 
shall be tested in early 2022 in the coming general 
elections against a united front of opposition parties 
– from socialists to far-rights. 
 
Relationships between the Hungarian Prime 
Minister and Brussels remain strained. European 
institutions have recently criticised Hungarian 
authorities’ policies in governing the crisis along 
with their concerns in the fields of non-
governmental organisations, media freedom, and 
migration. The last led to Frontex’s temporary 
suspension of operations at the country's border at 
the beginning of 2021. Against this background, 
Hungary submitted its National Recovery and 
Sustainability Plan under the EU mechanism in May 
2021. It envisages a total of EUR 7.2 billion in 
grants for the recovery of the Hungarian economy, 
but it has not been endorsed yet. 
 
Figure 1: Contribution to real GDP growth: 2016 – H1 2021 

 
Source: HCSO 

The Hungarian economy has emerged from the 
crisis as the real GDP rose by 7.6% YoY in the first 
half of 2021, driven by the positive contributions of 
both domestic demand and net exports. Final 

consumption expanded by 2.1%, supported by the 
gradual recovery of consumer demand for services 
after the reopening, as well as the resilient labour 
market trends. Improvement in business confidence 
bolstered the investment activity with fixed invest-
ment increasing by 8.1% on an annual basis. Given 
last year’s low base, Hungarian exports of goods 
and services posted a double-digit real growth of 
16.8%, while imports expanded at a milder rate of 
11.3%. As a result, net exports provided the 
strongest contribution (4.5 pp.) to the economic 
output. 
 
Figure 2: Contribution to real GVA growth: 2016 – H1 2021 

 
Source: HCSO 

On the production side, gross value added (GVA) 
annually increased by 8.1% in the first half of 2021 
as most sectors recorded positive developments. 
Following the harsh performance in 2020, industrial 
production rose by 18.9% YoY, mainly due to the 
rapid expansion in sectors producing for external 
markets. Construction activity also demonstrated a 
strong performance, increasing by 8% against the 
same period of 2020. In the meantime, the sector 
suffered a large rise in construction material costs. 
The aggregate services sector expanded by 4.5% 
YoY with the largest contribution of trade, ICT and 
public services subsectors, while accommodation 
and food service activities remained depressed, 
recording a negative growth rate of 11.5%. 
 
International trade has rebounded strongly in 
2021, in line with the economic recovery of 
Hungary’s main trading partners. In the first six 
months of the year, nominal exports of goods rose 
by 21.7% YoY, while imports expanded by 19.3% in 
parallel. Machinery and transport equipment, which 
traditionally account for more than ½ of total 
exchanged goods, provided the largest contribution 
to the increase in both exports and imports. 
However, vehicle exports remained somehow 
subdued, amid the global semiconductor shortage. 
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Figure 3: Current account balance: 2016 – H1 2021 

 
Source: MNB 

Following the deterioration in 2020, the country’s 
current account balance is improving in line with 
the upswing in external demand. In the first half of 
2021, the current account deficit decreased to EUR 
598 mln, from EUR 1 876 mln in the same prior-
year period, driven by the higher trade surplus. In 
particular, the balance on trade in goods shifted 
from EUR 1 224 mln deficit to a surplus of EUR 659 
mln, while the surplus on services rose by 17.6% 
YoY. At the same time, the primary income balance 
deteriorated by 45.6%, primarily due to the decline 
in the income of Hungarian employees abroad, and 
the secondary income deficit annually declined by 
20%.  
 
Figure 4: Gross external debt1: 2016 – H1 2021 

 
Source: MNB 

As of end-June 2021, gross external debt stood at 
EUR 119 474 mln (83.9% of GDP2), which 
represents an increase of 9.3% (EUR 10 118 mln) 
against the end of 2020. The upward dynamic 
stemmed from the increase in private sector debt, 

                                                 
1 Excluding SPEs (special purpose entities). 
2 GDP ratios are calculated using the sum of nominal GDP in 
the four perceeding quarters. 

as intercompany lending expanded by 27.3% and 
banks’ external liabilities rose by 16.5%. On the 
other hand,  government debt decreased by 4.7%, 
thus, partly offsetting the overall increase in debt 
indicator. The maturity profile remained favourable 
with 85.2% of total external debt being long-term. 
 
International reserves held by the MNB slightly 
decreased to EUR 30 803 mln as of end-June 2021 
but remained broadly adequate per various metrics. 
In addition, external vulnerabilities are limited by 
stable long-term capital inflows in the form of EU 
funds and foreign direct investments.  
 
Hungarian labour market slack has been among 
the lowest in the EU driven by the real sector 
expansion in recent years. The stages of the 
COVID crisis transferred into employment and 
activity losses, albeit mild due to the government’s 
interventions. The peaks in unemployment were 
reached in June 2020 and January 2021 both in 
absolute and in relative terms (5.0% from the active 
population). The situation improved thereafter and 
in the second quarter of 2021, the unemployment 
rate reduced to 4.1% while the employment rate 
increased to 62.8%. The recovery was the most 
pronounced in services and construction, while the 
agricultural sector reported an annual decline in the 
employed.    

Earnings economy-wide grew by 8.2% YoY in the 
first half of 2021, thus, retaining the general upward 
trend (9.7% in 2020), with the highest rates 
recorded in the human health activities, followed by 
the reviving art, entertainment and recreation 
industry. In 2020, the national income measured by 
GDP per capita, however, declined to EUR 14 010 
in 2020, which represented 47% of the EU-27 
average in nominal terms (and 74% in PPS), 
according to Eurostat data. 

Figure 5: Annual CPI inflation: 2018 – IX 2021 

 
Source: HCSO 
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Annual CPI inflation has been rapidly accelerating 
in the course of 2021, peaking at 5.5% in 
September – well above the central bank’s 2–4% 
tolerance band. The upward trend resulted mainly 
from the slump in global oil prices, higher services 
prices after the reopening, as well as recent excise 
duty increases. The broad-based pressures could 
push inflation to 6% till the end of 2021 but next 
year it is expected to gradually moderate in line with 
the monetary policy tightening cycle, while stronger 
domestic demand will continue to push prices. 
 
Figure 6: Exchange rate – monthly average: 2018 – IX 2021 

 
Source: MNB 

In parallel, the forint exchange rate has been 
adjusting flexibly and the tightening of monetary 
conditions could support its mild appreciation trend. 

Last year’s fiscal gap escalated to 8% of GDP 
because of the measures taken to contain the 
pandemic and the decline in tax revenues. Some of 
the measures phased out in 2021 but new ones 
were introduced, targeted to the most affected in 
the subsequent pandemic waves.  

Figure 7: ESA budget balance: 2016 – H1 2021 

 
Source: Ministry of Finance 

In January-June 2021, total revenues in general 
government budget annually rose by 6.1%3, mostly 

                                                 
3 Growth rates are calculated in national currency. 

driven by a higher collection of indirect taxes. Being 
boosted by the recovery of economic activity, as 
well as reflecting the low base in 2020, revenues 
from taxes on production and imports increased by 
10.9% YoY. Among them, revenues from VAT 
expanded by 18.7%, thus, providing the largest 
contribution. Concurrently, public expenditures rose 
by 5.5% against the like prior-year period. The 
increase in expenditures was attributable to the 
current spending for personel, subsidies and social 
measures, while public investments fell by 4.6%. As 
a result, the general government budget posted a 
negative balance of EUR 3 108 mln (2.2% of GDP2) 
as of end-June 2021, which was close to the deficit 
of EUR 3 220 mln (2.3% of GDP) recorded a year 
ago. 
 
In order to continue supporting the economy during 
the recovery, the government submitted a revised 
2021 budget and the 2022 budget to the 
parliament, both with higher deficit targets than the 
initially planned - at 7.5% of GDP and 5.9% of 
GDP, respectively. However, the delayed approval 
of Hungary’s national plan under the EU’s 
Recovery and Resilience Facility (RRF) represents 
a risk for achieving the targets. 

Figure 9: General government gross debt: 2016 – Q2 2021   

 
Source: Eurostat 
 
The gross government debt-to-GDP ratio stood 
at 77.4% at the end of Q2 2021, decreasing by 2.6 
percentage points compared to end-2020. The 
decline in ratio reflected the robust GDP growth 
while the debt stock recorded a moderate increase. 
 
In the first nine months of 2021, the central 
government debt increased by EUR 10 648 mln, 
to EUR 111 117 mln (78.7% of GDP). The increase 
resulted mainly from external financing as the 
domestic retail program slowed down temporarily 
during the pandemic.  
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Reacting to the expected delay in revenues from 
the EU, the Debt Management Agency raised its 
planned issuances. In September, Hungary 
surprisingly tapped the international markets by 
placing double USD-denominated tranche (10-year 
and 30-year maturities) in a cumulative amount of 
USD 4.25 bln, followed by EUR 1 bln EUR-
denominated bond with seven-year maturity term.  
 
Figure 9: Currency structure of CGD: 2016 – IX 2021 

 
Source: Government Debt Management Agency 

Despite the pandemic-induced increase in the debt 
stock, the central government debt profile remains 
favourable in terms of maturity, market segment 
resilience and currency structure. Also, the central 
bank’s government securities purchase programme 
has contributed to maintaining the stable liquidity 
position of the market. 
 
The overall easing conditions applied in the 
monetary policy have been recently tightened in 
line with the rising inflation. The base rate 
increased by 120 basis points in the course of 2021 
to 1.80% as of end-October. Meanwhile, Hungarian 
authorities continued implementing a broad array of 
financial support instruments such as subsidised 
loan products, guarantee instruments and asset 
purchase programs, which have led to intensified 
broad money growth and assured ample liquidity in 
the financial system. The nationwide loan payment 
moratorium has been extended by July 2022 albeit 
modified to apply for predefined vulnerable groups 
of borrowers. In addition to the new terms of the 
moratorium, banks should recalculate retail credit 
card loans and overdrafts with lower interest rates. 

The banking system consolidation continues with 
the announced Hungarian Bankholding establish-
ment, which is going to unite the operations and 
services of three key domestic banks within the 
next two years. The profitability of the system as a 
whole reached a higher mid-year 2021 value 
compared to the whole of 2020 when a major 

slippage of 44.6% was recorded due to the 
increment in impairment and provisions made in 
response to the credit risk accumulation in the 
pandemic situation. As of June 2021, the operating 
income retained its growth path, while impairment 
and provisions declined on an annual basis. The 
ROA and ROE improved, respectively, to 1.3% and 
12.3%, with a total of four loss-making banks (6 in 
2020). 

The upward dynamics in attracted deposits and 
granted credit were high in 2020 and slightly 
decelerated in the first half of 2021. The state-
subsided products (like FGS Go!; CSOK housing 
subsidy scheme; prenatal baby support loans) had 
a major contribution to support lending and ensure 
financial stability. Accordingly, the main prudential 
indicators for solvency (CAR of 19.1%) and liquidity 
(LCR of 229%) remained high enough as of mid-
2021, with the required minimum ratios being 
covered by all the credit institutions. The NPL ratio 
bottomed out to 3.5% at end-2020 as the absolute 
value of non-performing loans turned upwards, yet, 
lagging behind the robust total loan growth. The 
action of the loan repayment moratorium prevents 
reversing the indicator dynamics, which recorded 
3.4% in June 2021.  
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Outlook: 

The stable outlook of the Sovereign Rating of 
Hungary reflects the BCRA’s opinion that risks are 
broadly balanced. A strong economic recovery has 
already taken hold, backed by continued policy 
stimulus and growing external demand. External 
vulnerabilities are limited by stable long-term capital 
inflows in the form of foreign direct investments and 
EU funds, however, conflicts with the EU 
institutions may lead to longer delays in receiving 
grants under the RRF. Public finance metrics 
deteriorated strongly due to the large fiscal policy 
response, which served for support the economy 
against a more pronounced contraction and will 
continue to underpin the activity during the recovery 
phase. Accordingly, the public debt burden is 
elevated, but the exposure to market volatility is 
contained by a favourable debt profile. The banking 
sector remains liquid and well-capitalised. 
 
Positive pressures on the Sovereign Rating and/or 
the Outlook would be considered: 

 Implementation of structural reforms, faciliating 
the transformation to a more sustainable 
growth model; 

 Stronger than expected fiscal results;  

 Sustained external debt reduction. 
 

 
Negative pressures on the Sovereign Rating and/or 
the Outlook would be considered:  

 Escalating conflicts with the EU institutions, 
jeopardising the inflow of EU funds; 

 Sustained fiscal loosening, leading to a 
material increase of public debt level post-
pandemic; 

 Large capital outflows related to a sudden shift 
in investors’ sentiments; 

 The emergence of stress in the financial 
system of the country.  
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Regulatory announcements 

Rating initiative: 

This rating is unsolicited 

Unsolicited sovereign rating 

With Rated Entity or Related Third Party 
Participation 

NO 

With Access to Internal Documents NO 

With Access to Management NO 

 

The complete version of BCRA’s policy on 
unsolicited credit/sovereign ratings can be 
downloaded through the following link: 
https://www.bcra-bg.com/files/policy_unsolicited_rating_en.pdf 
 
 

Clarifying Notes: 

There may be some differences in the stated values 
and changes in the analysed indicators due to the 
conversion of those values in another currency 
(namely in EUR). The used exchange rate is the 
publically announced by the Hungarian National 
Bank as the average value for the corresponding 
period (i.e. yearly, quarterly and monthly). There 
may also be some differences stemming from using 
average values for the period rather than end-
period values. The cited growth rates in the current 
report are based on changes in national currency, 
with the exception of data recorded in EUR (i.e. 
Balance of payments, External debt, Net 
international investment position). The data on 
which the current report is based includes the 
public data available until November 2021. 

Summary of the minutes of the Rating 
Committee: 

On the 4th of November 2021, the Rating 
Committee of BCRA – CREDIT RATING AGECY 
(BCRA) had a session, on which the Report 
regarding the affirmation of an unsolicited 
sovereign rating of Hungary was discussed. The 
session was headed by Dr Kiril Grigorov - chairmen 
of the Rating Committee. 

The members of the Rating Committee reviewed 
numerous qualitative and quantitative risk factors 
included in the Sovereign Rating Model and 
analysed in the Credit Rating Report in 
accordance with our Sovereign Rating 
Methodology.  

Key points discussed included: 1) domestic politics; 
2) macroeconomic fundamentals and growth 
outlook; 3) external metrics; 4) policy measures, 
supporting the recovery; 5) fiscal results 6) public 
debt sustainability and 7) monetary and banking 
sector developments. 

The sovereign rating and the related outlook have 
been determined based on the above discussion. 

https://www.bcra-bg.com/files/policy_unsolicited_rating_en.pdf
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Tables: 

Country Development classification 

Hungary Emerging and Developing Europe (IMF classification) 

 
MAIN MACROECONOMIC INDICATORS 

  H1 2021 H1 2020 2020 2019 2018 2017 2016 

Gross domestic product (EUR mln) 69 358 63 463 136 653 146 091 136 082 127 038 116 272 

Final consumption 49 084 47 580 96 760 101 113 93 820 89 296 81 451 

Gross capital formation 17 597 15 441 37 568 41 595 36 479 29 345 25 050 

Net exports of goods and services 2 677 442 2 325 3 383 5 783 8 397 9 771 

Exports of goods and services 60 418 51 031 108 612 119 467 113 961 109 132 100 444 

Imports of goods and services 57 741 50 589 106 287 116 084 108 178 100 735 90 673 

Real GDP growth (% change) 7.6 -5.9 -4.7 4.6 5.4 4.3 2.2 

GDP per capita1 (EUR) - - 14 010 14 950 13 920 12 980 11 850 

Unemployment rate2 (%) 4.1 4.5 4.1 3.3 3.6 4.0 5.0 

Average net monthly earnings 796 762 764 752 688 639 562 

CPI - annual average (% change) 4.2 3.4 3.3 3.4 2.8 2.4 0.4 

HUF/EUR, annual average 357.9 345.3 351.2 325.4 318.9 309.2 311.5 

HUF/USD, annual average 296.9 313.6 307.9 290.7 270.3 274.3 281.4 

EXTERNAL SECTOR3 

EUR mnl H1 2021 H1 2020 2020 2019 2018 2017 2016 

Current account -598 -1 876 -2 167 -1 017 216 2 536 5 209 

Goods 659 -1 224 -1 400 -3 687 -2 280 1 712 3 958 

Services 2 013 1 712 3 741 7 090 8 080 6 947 6 126 

Primary income -2 457 -1 687 -3 593 -3 686 -5 037 -5 021 -3 131 

Secondary income -812 -677 -916 -735 -547 -1 102 -1 744 

Capital account 964 1 221 2 742 2 701 3 063 1 075 -21 

Gross external debt 119 474 108 569 109 356 105 799 107 696 105 523 110 940 

International reserves 30 803 30 193 33 677 28 386 27 403 23 368 24 384 

International investment position -70 027 -65 931 -65 678 -72 729 -73 026 -76 543 -79 411 

% of GDP4               

Current account -0.4 -1.3 -1.6 -0.7 0.2 2.0 4.5 

Goods 0.5 -0.9 -1.0 -2.5 -1.7 1.3 3.4 

Services 1.4 1.2 2.8 4.9 5.9 5.5 5.3 

Primary income -1.7 -1.2 -2.6 -2.5 -3.7 -4.0 -2.7 

Secondary income -0.6 -0.5 -0.7 -0.5 -0.4 -0.9 -1.5 

Capital account 0.7 0.9 2.0 1.8 2.3 0.8 0.0 

Gross external debt 83.9 77.4 80.4 72.4 79.2 83.2 95.5 

International reserves 21.6 21.5 24.8 19.4 20.2 18.4 21.0 

International investment position -49.2 -47.0 -48.3 -49.8 -53.7 -60.3 -68.4 
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PUBLIC FINANCE5 

EUR mln H1 2021 H1 2020 2020 2019 2018 2017 2016 

General government revenues 29 340 28 675 59 586 63 708 59 921 56 216 52 313 

General government expenditures 32 448 31 895 70 472 66 778 62 795 59 339 54 401 

Interest expenditures 1 750 1 608 3 209 3 260 3 171 3 362 3 590 

Budget balnce -3 108 -3 220 -10 885 -3 070 -2 874 -3 123 -2 089 

Primary budget balnce -1 358 -1 612 -7 677 190 297 239 1 501 

General government gross debt 112 011 93 243 105 216 94 187 93 219 91 322 87 135 

% of GDP4               

General government revenues 20.6 20.9 43.8 43.6 44.1 44.3 45.0 

General government expenditures 22.8 23.3 51.8 45.7 46.2 46.8 46.8 

Interest expenditures 1.2 1.2 2.4 2.2 2.3 2.6 3.1 

Budget balance -2.2 -2.3 -8.0 -2.1 -2.1 -2.5 -1.8 

Primary budget balnce -1.0 -1.2 -5.6 0.1 0.2 0.2 1.3 

General government gross debt 77.4 70.2 80.1 65.5 69.1 72.1 74.8 

BANKING SYSTEM6 

EUR million H1 2021 H1 2020 2020 2019 2018 2017 2016 

Total assets 181 203 154 557 165 984 149 683 130 988 125 529 114 923 

Deposits (total economy) 147 542 124 743 136 025 119 831 104 954 100 973 92 359 

Loans (total economy) 113 147 98 870 104 497 94 104 79 154 74 670 71 095 

Net profit / loss 1 151 286 1 053 2 100 2 003 1 908 1 432 

in %               

Non-performing loans ratio 3.4 4.0 3.5 4.1 5.4 7.5 10.7 

Capital adequacy ratio 19.1 17.9 19.4 18.4 19.1 19.2 19.3 

Liquidity coverage ratio (LCR) 229.2 190.1 220.9 163.6 186.8 192.2 216.6 

Return on assets (ROA) 1.27 0.37 0.63 1.40 1.53 1.52 1.25 

Return on equity (ROE) 12.33 3.65 6.42 13.09 13.40 13.17 10.57 

 
1) Data from Eurostat; 
2) Labour Force Survey data for the population aged 15-74; 
3) MNB data, excluding SPEs; 
4) GDP ratios for H1 2020 and H1 2021 are calculated using the sum of GDP for the four last quarters; 
5) EDP methodology; 
6) MNB data - Prudential data of credit institutions. 

 

Sources: Hungarian National Bank, Hungarian Central Statistical Office, Ministry of Finance, Government Debt 
Management Agency, World Bank, Eurostat, International Monetary Fund 


