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Motivation of 
Employees by Stocks

N
O

T
E

: A
LL

 A
R

T
IC

LE
S 

M
A

R
K

E
D

 IN
SI

D
E 

V
IE

W
 A

R
E 

P
A

ID
 P

R
O

M
O

T
IO

N
A

L 
C

O
N

T
E

N
T 

FO
R

 W
H

IC
H

 T
H

E 
B

U
D

A
P

E
S

T 
B

U
SI

N
E

S
S 

JO
U

R
N

A
L 

D
O

E
S 

N
O

T 
TA

K
E 

R
E

SP
O

N
SI

B
IL

IT
Y

At the time of total 
re-legislation of the 
cafeteria taxation, 
employers are 
actively seeking new 
instruments for the 
remuneration of 
their employees.

Stock option plans now get even 
a higher emphasize than earlier, 
especially considering the potential 
high values that are not limited, and 
the long-term loyalty effect that is 
becoming ever more important in 
this fluctuating and demand-driven 
employment market.

Firms may award selected 
employees (including the employees 
of a Hungarian subsidiary, branch or 
representative office) by granting 
stock options. Exercising the rights 
deriving from such options, the 
employees may get stocks of the 
parent company or other publicly 
traded stocks. If the employees are 
entitled to the stock issued by the 
company group of the employer, it can 
significantly increase not only their 
loyalty but also their performance 
as, directly or indirectly, it is also 
reflected in the value of the stocks.

Taxation of stock options is linked 
to the period from when the private 
person gets the value. This is usually 
not when the offer is made, or at 
the granting of the stock option 
itself, but a little latter, as such plans 
usual require a grace period from 
the employees. At that time, the 
participants can purchase shares  
at a discounted rate or maybe even  
free-of-charge. The tax base will need 
to be determined as the fair market 
value at the time of acquiring the 
securities minus the purchase price  
of the securities (if any) and the  
costs associated with it.

The tax liability for the income 
deriving from the securities shall be 
determined based on the relationship 
between the parties concerned and 
the circumstances under which the 
income was obtained. In an employment 
stock option plan, it is generally an 

employment relation even if the 
provider is a foreign parent company. 
This means that the stock vesting 
is taxed as employment income in 
Hungary, with 15% personal income tax, 
19.5% social tax and 18.5% employment 
contributions. 

If the provider is a Hungarian 
company, the employer is obliged to 
withhold and pay the tax; however, if 
the stocks are granted by a foreign 
entity, the private person will have 
the liability to pay the tax on the 
income. Considering the fact that the 
individual does not get money but 
stocks, taxes are usually covered by 
selling a minor part of the securities 
(i.e. net accounting). The employee has 
to report the taxes only in the annual 
personal income tax declaration  
by May 20 of the following year.

Hungarian legislation, however, 
gives the possibility for the Hungarian 
employer to take over the payment 
of the social tax from its employee; 
the private person then remains liable 
to pay and declare the social security 
contributions only.

The advantage is that the private 
person can achieve additional income 
from the stocks, like dividend income  
if he or she keeps them, or capital  
gains if sold. These both generate  
15% personal income tax, but no  
social security taxes over a threshold 
which is usually reached in a stock 
option situation. 

The Hungarian tax legislation also 
provides for an Approved Employee 
Security Benefit Program (“MRP” in 
Hungarian) with a more preferential 
taxation. In such a program, the 
securities income of the private 
individual is not taxable within the 
determined compulsory deposit 
period. During this period, at least by 
the end of the second consecutive 
year, the shares should be deposited. 
After the deposit period, income up 
to HUF 1 million should be taxed as 
capital gain (i.e. 15% personal income 
tax only over the social security 
threshold); taking the income earlier 
would generate employment taxation 
again. This preferential taxation, 
however, is subjected to more 
conditions determined by law.

LeitnerLeitner is one of the most 
influential tax consulting, accounting  
and auditing companies in Central  
Europe. We have comprehensive 
knowledge on the legal and tax 
environment of the region. With the 
help of our other experts we can provide 
high quality advise on taxation aspects 
of special income from investments, 
stocks and other capital transactions, 
entrepreneurship, and much more.
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INSIDE VIEWDespite IT Aides, Humans 
Still Rule Recruitment

Digitalization has changed recruitment 
down to its core, radically changing 
processes, making the recruiters’ job swifter.  

“When it comes to sourcing and 
identifying potential candidates to 
approach, most of the recruiters’ efforts 
happen online. As a consequence 
sometimes we have to make ourselves 
remember that, after all, this is a human-
to-human business and you have to be 
able to see beyond the screen,” Tamara 
Tóth, branch manager of Cpl Jobs 
Hungary, tells the BBJ. 

This approach of remembering to take 
time meeting candidates is echoed by 
György Bucsku, team manager at Hays.  

“Even if social media, artificial 
intelligence and other new technologies 
are becoming more popular and important, 
the biggest value of the better agencies 
will remain meeting with candidates and 
advising clients,” Bucsku agrees. 

Global Market 
Recruitment is a global market of high 
visibility, which is at the center of new 
ideas and IT development.

“Major players like Microsoft and 
Salesforce are as much as in the center of 
these activities as startups and university 
projects. Besides the well-known ATS 
[applicant tracking system] solutions, 
there are tools for video interviews, 
interview self-booking, chatbots, 
automated message generating systems, 

etc. Social media has been in the focus 
of recruitment for a couple of years now,” 
Tóth remarks. 

Using the latest technology is a game-
changer. “If a company wants to be 
competitive, they have to invest in tools, 
such as automated candidate sourcing 
and candidate qualifying from external 
and internal databases can save a lot of 
time for the recruiters, especially in IT 
and engineering positions,” says Bucsku .

Although he admits that AI-powered 
solutions are not very common in Hungary 
yet, some innovative IT companies or big, 
multinational companies have already 
started using bots. 

Such autonomous programs or 
software can be applied either to make 
appointments or to give information to 
users in the form of a chat.  

“There are several solutions available 
starting from robots or chatbots,” Tóth says.

“You can do prescreening questions 
with the support of AI and rank the 
profiles. There are also technologies 
which rank the relevance of all the 
applicants based on key words and their 
profiles. Other solutions send sourcing 
messages to certain databases. They help 
in identification of profiles, evaluation 
and streamlining the selection process. 
However, when it comes to actual 
engagement of potential applicants, 
there is still room for improvement in 
technology,” she adds. 

See also Recruitment Market Talk: 
Expertise Still Trumps Tech, p19.
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Although the recruitment industry appears to 
be a slow adapter of the latest technological 
innovations, openness to such tools can be 
a game-changer in a sector that digitization 
has uprooted, significantly changing how the 
predominantly human-to-human business is done. 
Industry insiders tell the Budapest Business Journal 
how IT has changed their everyday business. 

AI and bots help, but recruitment  
is still a human-to-human business.


