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HUNGARIAN ECONOMY  
STILL GROWING STRONGLY, 
BUT PACE SLOWS
Despite another record year for the Hungarian Investment Promotion Agency 
(see pages 5-9), there are signs the pace of investment in Hungary is 
slowing. Coupled with dropping business confidence, and concerns about 
the possible impact of a global (especially German) economic turndown, 
clouds are building on the horizon, albeit distantly for now.

By Christian Keszthelyi

Still, the second half of this year has 
seen some significant investments 
movements in the local market that 
are worth mentioning. Fitting into 
the trends of recent years, Hungary’s 
investment and output continues  
to be heavily dominated by the 
automotive industry. 

Performing year-on-year growth of 
14.8% in the third quarter, Hungary’s 
investment volume hit a three year low, 
according to the most recent figures 
from the Central Statistics Office (KSH). 
In absolute terms, investments came to 
HUF 2.684 trillion in Q3. 

Construction investments rose 15.8% to 
HUF 1.601 tln, machinery investments 
grew by 13.6% to HUF 1.062 tln, the 
manufacturing sector expanded 28.6% 
to HUF 740.6 billion, the logistics sector 
delivered 17.1% to HUF 496.8 bln, and real 
estate investments grew by 22.6% to 
HUF 452.3 bln. 

The private sector was responsible 
for the biggest slice of the investment 
sector pie with HUF 1.606 tln, up by 
28.7%, while public sector investments 
were slightly up by 0.2% to HUF 385.7 
bln, according to KSH data. 

Assets of investment funds managed 
by members of the Association of 
Hungarian Investment Fund and Asset 
Management Companies (BAMOSZ) 
slipped by 2% year-on-year to HUF 6.191 
tln in October. 

Hand-in-hand with slowing investment 
comes dropping business confidence. 
The economic research institute (GVI) of 
the Hungarian Chamber of Commerce 
and Industry saw its business confidence 
index drop to 46 points in October from 
58 points in April. The figure hit its lowest 
since October 2015, after a continuous 
improvement in business sentiment 
since October 2017. 

The sub-index measuring business 
uncertainty was up by eight points at 
44, most probably fueled by wholly or 
partially foreign-owned companies, 
export-focused businesses and firms 
employing more than 50 workers 
being the most concerned about 
the deterioration of the business 
environment.  

Further sub-indices dropped in almost 
all the most important segments: 
manufacturing, construction, commerce 
and other services sectors, while the 
gauge for current business prospects 
was down by 7 points at 48 points. The 

figure measuring future prospects index 
dropped 14 points to 35 points.  

POSITIVE DEVELOPMENTS
In yet another announcement that 
underlines the automotive sector’s 
dominance, and the country’s 
dependence on it, German component 
part supplier Schaeffler is to start work 
a HUF 23.5 bln factory in Szombathely 
(222 km west of Budapest) in February 
2020. The plant, which will have 15,000 
sqm of production area, will be built 
on a greenfield site about 3 km from 
Schaeffler’s existing base in the city. The 
manufacturer will receive a HUF 5 bln 
grant for the development that is set to 
create 150 jobs. Schaeffler already has 
two plants and a sales office in Hungary.

At the beginning of November, Minister 
of Foreign Affairs and Trade Péter 
Szijjártó signed in Tokyo an agreement 
on a planned HUF 13 bln investment by 
an unnamed Japanese automotive 
industry supplier in northeast Hungary. 
The investment will create 300 jobs, 
but, at the time of writing, little else 
of substance was known; the foreign 
minister promised that further details on 
the investment would follow soon. 

U.S.-based measurement and automation 
company National Instruments’ 
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Hungarian business recently inaugurated a 
new 6,000 sqm office building at its service 
center in Hungary’s second city, Debrecen 
(232 km east of the capital), through an 
investment of HUF 5.5 bln. The Hungarian 
government gave the development, 
which will create 216 jobs, a HUF 2.5 bln 
subsidy. NI Hungary had USD 650 million 
net revenue in 2018, according to public 
records, Hungarian news agency MTI cites. 

In mid-October, Hungarian bus maker  
ITK Holding laid the cornerstone of a 
HUF 2 bln production hall at its base in 
Debrecen, in a move that will expand 
its production area to 5,000 sqm. ITK 
Holding also unveiled the prototype of a 
school bus it has developed based on a 
Mercedes-Benz vehicle; the firm, which is 
majority-owned by Hungarian oil and gas 
company MOL, has a close partnership 
with German automotive Daimler. 

Earlier in October, Germany-based 
Thyssenkrupp broke ground for a HUF 
17.4 bln camshaft plant in Pécs (238 km 
southwest of Budapest), an investment 
that will create approximately 200 jobs 
and is being supported by a HUF 5.57 bln 
grant from the state. The facility is due 
to start manufacturing in 2020, and is 
expected to reach full capacity by 2022. 

In late September, German 
semiconductor manufacturer Infineon 
Technologies laid the cornerstone of 
a HUF 32 bln production expansion at 
its base in Cegléd (in central Hungary, 
80 km southeast of the capital). The 
investment, due to be inaugurated in 
2021, will create 275 jobs, bringing total 
headcount near 1,60, and is being aided 
by a HUF 6.4 bln grant. 

In mid-September, France’s GMD group 
inaugurated a HUF 20 bln vehicle parts 
plant in Dorog (40 km northwest of 
Budapest), boosted by a HUF 2.9 bln 
grant for creating 240 jobs. Additionally, 
GMD has expressed plans to double the 
area of the 20,000 sqm production space 
and raise headcount by another 250. 

Japanese tire manufacturer Bridgestone 
inaugurated its HUF 9.2 bln technology 

upgrade in its factory in Tatabánya (60 
km west of the capital), creating 100 new 
jobs through an investment supported 
by a HUF 826 mln state grant. The 
manufacturing giant expects annual 
output to rise from 5 million to 7.2 million 
units by 2020 as a result. 

German packaging and bottling machine 
manufacturer Krones inaugurated 
its HUF 15 bln factory in Debrecen in 
September. What is the company’s first 
European plant outside of Germany is 
expected to create 500 jobs and has 
received HUF 5.5 bln state grant. Krones 
Hungary managing director Pascal 
Mannche said the firm chose the city 
as the location for the plant due to its 
“outstanding infrastructure”, with an 
international airport, motorway and 
railway freight depot all close by, as well 
as a well-trained local labor pool.  

U.S.-owned synthetic biology company 
Conagen announced in September that it 
will build a plant at the site of the former 
Agroferm plant in Kaba (208 km east of 
Budapest) through an investment of HUF 
15 bln. The company aims to supply its 
European partners from the facility, which 
will create 250 jobs, with components for 
food and cosmetics products. 

Liszt Ferenc International operator 
Budapest Airport has just, inaugurated 
its new Cargo City logistics base through 
an investment of HUF 16 billion, more 
than doubling cargo handling capacity 
from 100,000 tonnes to 250,000 tonnes. 
Cargo City consists of a 21,000 sqm cargo 
handling center and an 11,000 sqm cargo 
transit and office building. 

The industrial park at Zalaegerszeg 
(220 km southwest of the capital) is 
being expanded with the help of a HUF 
2.3 bln EU grant to create more space 
available and also cover the building of 
infrastructure for 12 new plots each of 
between 5,000-8,000 sqm. 

GATHERING CLOUDS?
South Korea’s Samsung SDI 
announced early October that it will 
expand production capacity at its 

electric vehicle battery plant on the 
outskirts of Budapest in Göd (about 
26 km due north from the center 
of the capital) with a HUF 390 bln 
investment, creating 1,200 workplaces. 
At the announcement foreign minister 
Szijjártó said the final amount of the 
government’s non-refundable grant 
could not be disclosed as it still needed 
European Commission approval.

Four days later, the EC said it had 
opened an in-depth investigation to 
assess whether Hungary’s plans to 
grant what amounted to EUR 108 mln of 
public support is in line with EU rules on 
regional State aid.  

“The commission has doubts that the 
planned aid support to Samsung SDI 
in Göd complies with all the relevant 
criteria of the Regional Aid Guidelines,” 
the EC said in a press release. It also 
expressed doubts about the likely 
contribution to regional development 
of the public support, as well as 
questioning the proportionality and 
appropriateness of the funding, in light 
of the possibility that the support might 
trigger the relocation of jobs from other 
member states to Hungary. 

In mid-September, news reports 
suggested that South Korean tire maker 
Hankook has postponed a HUF 89 bln 
investment at its plant in Rácalmás (75 
km south of Budapest), which was later 
confirmed by the Hungarian Investment 
Promotion Agency. HIPA added that as 
the investment was not yet implemented, 
no contract on the previously mentioned 
HUF 3 bln in state support had been 
signed. The investment, that would have 
created 150 jobs, came to a halt due 
to the tight labor market, according to 
unconfirmed reports. 

Despite notable investments realized and 
announced in the course of the present 
year, with the mergers and acquisitions 
markets regionally appearing to be 
reaching a saturation point, and with 
the pace of foreign direct investments 
slowing, it will be intriguing to see how 
2020 unfolds in the current sentiment.


