General overview for
investors in Hungary’s
Manufacturing sector
WHY INVEST IN HUNGARY?
Over recent years, hundreds of new industrial investments have been carried out in Hungary.
In 2017 and in 2018 the number of foreign industrial investments increased. In 2017 the major
foreign investors in Hungary were the following: Bridgestone, Samsonite, Edelmann, Krones,
Ten-Pao, Maxon and Hübner. The major investors in 2018 in Hungary were: Continental, BMW,
Sanmima, Rehau-Automotive, Flex, SMG, GS Yuasa and SK Innovation. All of them (as well as
an increasing number of Hungarian companies) have realized the competitive advantages of
opening a Hungarian manufacturing plant, company, logistics centre or seat. Besides the stable
economy and the government support, Hungary provides an improved business climate to the
companies, even compared to other CEE countries.
• D
 evelopment and support of the Hungarian manufacturing sector is a strategic policy of the
Government
• G
 reat Central European location within the Schengen zone, logistically ideal for supplying the
whole European and Middle East market
• Competitive and enterprise friendly tax system, Hungary’s corporate tax rate is only 9%
• Average wages in Hungary are ca. 60% lower than the average in the EU
• N
 ational and municipal incentives (both refundable and non-refundable cash subsidies, tax
allowance)
• Developed transportation systems, extensive motorways and rail network
• D
 eveloped and active industrial property market, with well-built and stable utility networks;
moderate and regulated energy prices
• S elf-service centres and engineering development centres of international manufacturing
companies are established in Hungary, which shows that they are satisfied with the country,
and this also has a positive impact on the quantity and quality of production
• B
 udapest is ranked among the top 10 most attractive cities for foreign direct investment in
Eastern Europe according to the 2016-2017 ranking of a Financial Times Group publication
 ccording to most of the analyses of the country carried out for investors in the manufacturing
• A
sector, Hungary is in the top three most attractive countries in Central Europe in terms of
reaching the supply market, labour market, universities, infrastructure, location and logistics

MANUFACTURING SECTOR OVERVIEW
In harmony with the re-industrialization strategy of the European Union, the Hungarian
Government has placed the industrial and manufacturing sector at the focus of its economic
development strategy. Hungary has spent significant amounts of EU grants and intends to
utilize additional EU funding (with a maximum intensity of 50%) and national incentives
to encourage enterprise development and help expand major production oriented sectors.
Within that, special emphasis is be placed on the support of high-tech industrial sectors,
due to their multiplier effect. Potent high-tech industrial sectors can and will have a positive
impact on stakeholders in supplier chains and the industrial services sector. In the future
the headcount in these sectors is expected to rise and this also includes low-skilled jobs.
In respect to foreign trade, motor vehicle manufacturing, related sub-sectors as well as
pharmaceutical and food industry exports may constitute the backbone of future growth.
To support the re-industrialization strategy the Hungarian Government introduced the Irinyi
Plan, a long-term development plan named after the Hungarian innovator János Irinyi.
The programme outlines the main directions of economic development for the coming years
until 2020. Through the implementation of these priorities the Hungarian Government will
add further incentives to the industrial sector, support innovation, help create jobs and
promote the competitiveness and export of potential domestic enterprises and SMEs. In
order to have a more modern industrial production structure, capable of creating more
added value, the Government is shifting towards an innovation-focused economy and the
industrial sector must be supported by up-to-date market and technical knowledge, R&D
activity, and education.
The Hungarian Government has identified seven priority areas within the industrial sector:
motor vehicle manufacturing, manufacturing of specialized machinery and equipment, the
health industry and tourism, the food industry, the green economy, the info-communication
industry and the defence industry.
Consequently, Hungary is always open to supporting foreign investors, and to forming
strategic cooperation with international enterprises. This governmental commitment to
increase the competitiveness of the manufacturing sector helps the dynamic development
of both SMEs and large enterprises. The Hungarian Government is planning to increase the
actual part of the industrial and manufacturing sector from 26% to 30% within GDP by 2020.

The reduction of bureaucracy is another goal to support investors. The deregulation-focused
approach in the legislative process will result in a homogenous, pro- competitiveness
regulatory environment. The tools to achieve this are the rationalized competencies of
institutions, which will permit direct interference and sanctions only in fully justified cases.
The main and growing fields of manufacturing are the automotive, ICT, machinery and
equipment, pharmaceuticals & medical technology and the food industry.
Subsegments of the Hungarian manufacturing sector
(2017 Q1-3)
Food products, beverages and tobacco products
Automotive
Manufacture of computer, electronic
and otheroptical products
Basic metals, rubber and plastic products
Pharmaceuticals, petroleum products
and chemicals
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Other
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In general, the recovery of Hungarian manufacturing was slow after the 2008-2009 financial
crisis, but following 2012, a clear upward trend can be seen in all the main manufacturing
indicators. The manufacturing sector’s growth rate was 8.1% in 2015; and 26% of Hungarian
GDP was generated by the manufacturing sector in 2015.
In 2016 there was a decline in the manufacturing sector, with the annual growth rate being
only 0.9%. Decreases were recorded in only four of the thirteen subsections of manufacturing
in 2016. Out of the three biggest subsections automotive production rose by 0.3%, while
computer, electronic and optical products increased the most in manufacturing (by 9.3%).
The production of food, beverages and tobacco products was characterized by a moderate
growth (1.4%); and the volume of sales increased.
The output of the manufacturing sector rose year-on-year by 4.9% in 2017 compared to the
previous year. Labour productivity of industrial enterprises with five or more employees went
up by 1.4% along with a 3.2% increase in the number of employees. Industrial production
rose in every region of Hungary. The largest volume growth was measured in the Northern
Great Plain (7.7%), and the lowest in the Southern Great Plain (2.6%).
In the first seven months of 2018 industrial production rose by 3.9% compared to the same
period of the previous year. The number of employees of industrial enterprises increased
by 3.6% and labour productivity rose by 0.2%. The largest volume growth was measured
in the Pest region (9.3%), and the lowest in West Transdanubia (1.4%).

The total growth of the manufacturing sector’s export activity was 9.8% in 2015 and 0.4%
in 2016. In 2016 the export of the manufacturing sector’s products rose by 1.3% compared
to the previous year; 75% of sales were in exports. The domestic sales of the industrial
sector dropped by 1.2%, while in the manufacturing sector expanded by 1.7%. In 2017
the volume of industrial export sales increased by 5.3%; 65% of industrial sales and 75%
of manufacturing sales were in exports. Domestic industrial sales increased by 3.5%.
In the first seven months of 2018 the volume of export sales, which represent 64% of all
sales, increased by 1.9%. Domestic sales went up by 6.1%
Investment trends in the manufacturing sector are also indicators of the manufacturing
sector’s reliable growth. The investment index similarly shows a clear upward trend from
2012. Developments in manufacturing, representing more than a third of investments in the
national economy, were 12.4% higher than a year before in the second quarter of 2016.
In the 3rd quarter of 2017 compared to the same period of the previous year the developments
in manufacturing, (representing 30% of investments in the national economy) continuing a
permanent expansion lasting for one and a half years, grew by 14%. The largest contributor
to the increase was investments in the manufacture of transport equipment and significant
expansions were registered in the manufacture of electrical equipment as well as computer,
electronic and optical products.
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In the 2nd quarter of 2018 developments in manufacturing represented a quarter of investments
in the national economy and rose by 3.2% compared to the same period of the previous
year. The largest contributor to the increase was investments in the manufacture of electrical
equipment.

Production of the automotive sector 2014–2018 (Million HUF)
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There are new technology trends in the automotive sector: an autonomous test field and
numerous electric petrol stations have been established.
In addition to the Original Equipment Manufacturers (OEMs), a large number of the world’s
top suppliers are present on the Hungarian market, such as Bosch, Knorr Bremse, Continental,
Delphi, and Denso, tyre manufacturers. Some leading international companies and Hungarian
suppliers have already set up R&D centres (such as Knorr-Bremse, Continental, Thyssenkrupp)
to augment to their production capacity.
One of the main benefits of the Hungarian manufacturing sector is the wide range of available
national incentives – both refundable and non-refundable ones – to support investors
coming to or expanding in the country. The following national investment incentives are
available in Hungary:
•

Cash grants – subsidies based on individual governmental decisions for job
creation and asset investment

•

EU co-financed tenders

•

Development tax allowance

•

Training subsidies

•

Workshop establishment aid

The corporate income tax rates are also an attractive aspect of investment: the corporate
income tax rate was reduced to 9% in 2017.
A digital revolution is in progress in the manufacturing sector. In the next few years
manufacturing enterprises and SMEs will need major investments with the focus on digital
technologies like sensors, connectivity devices and software licenses to preserve their
competitive advantages. The R&D activity within the sector is also increasing partly due to
the available tax allowances and EU funds.

The Hungarian Government has launched the Industry 4.0 National Technology Platform with
the participation of research institutions, education institutions and companies carrying out
R&D activity in Hungary. This programme provides a framework for companies to support
high added value research and development work, all of the newly established or Hungarian
companies can generate profit from the Industry 4.0 programme. With this programme the
government would like to motivate Hungarian SMEs and large enterprises especially in the
application and development process of digital manufacturing and the Internet of things.

ACQUISITION OPPORTUNITIES IN THE MANUFACTURING SECTOR
27 years after the change in the political system in Hungary many a company owner has
reached retirement age. These market participants would like to sell their companies, and
because of this impact the Hungarian M&A activity will also increase in the manufacturing
sector. This trend generates attractive opportunities to acquire functioning businesses (with
established capacities, skilled and well-trained labour) and to complete new investments.
The Hungarian Government has launched supplier development programmes making these
companies more attractive. Some of these potential manufacturing companies are working
for the world’s largest enterprises as suppliers.

Volume index of production, manufacturing sector
in the countries of the EU July 2018 (2015=100%)
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COST-EFFECTIVE AND SKILLED LABOUR MARKET
The Hungarian unemployment rate shows a slight decline at around 3.6%, with wide
variation by region. The highest rate (6.4%) was in Northern Hungary, while the lowest rate
was in the West-Transdanubian Region (1.6%). The investors in the less developed regions
with higher unemployment rates are especially supported with governmental and municipal
incentives, cash subsidies and tax allowances.
Hungary has one of the cheapest labour markets in the EU: the Hungarian average salary
is almost the lowest in the EU (the third lowest average salary in the EU, 2018). Based on
the average labour cost per productivity ratio, Hungary is still one of the best locations for
manufacturing plants. The official minimum wage in the country is also one of the lowest
in the EU, ca. EUR 424 / mth.
The Hungarian labour market has skilled workers. Almost 90% of employees leave school
at 18 with at least a medium level final examination (this indicator is among the best within
the EU), and over a quarter have a university degree.
In addition to these facts there is a labour shortage, thus the acquisition and retention of
workers represents a problem for companies, and is a factor in pushing up wages. Every
sector is affected by the labour shortage. The problem is the most serious in the following
sectors: construction, the manufacturing sector, and services.
Hungarian educational institutions are flexible and ready to cooperate with industry players.
For example Audi, Mercedes-Benz and Bosch have set up dual training programmes with local
universities to prepare students for their working lives. In these dual training cooperation car
manufacturers and other companies pay students to undertake more practical, job−oriented
training in special programmes designed to improve the supply of Hungarian workers. Audi
operates programmes in 11 departments in cooperation with Széchenyi István University
in Győr, Budapest University of Technology and Economics, the University of Miskolc, and
Óbuda University.
Since 2012 Mercedes has had a partnership with Kecskemét College. The company started
with mechatronic maintenance, vehicle mechatronics, and vehicle coating, and now also
includes a programme for toolmakers and a management programme.

SUCCESS STORIES FROM THE MANUFACTURING SECTOR

New major foreign investments in Hungary – 2017, 2018

Komárom Nyergesújfalu

SK Innovation

SK Zoltek

Debrecen
BMW

Székesfehérvár
Arconic Wheel
and Transportation
Products

Rácalmás

Hankook Tires

Despite the growing global and regional competition for investments, more projects were
brought to Hungary than ever which resulted in a record investment volume, too.
Broken down by sectors, the automotive industry is in a very beneficial position: 36 investor’s
decisions implied an invested capital of EUR 2,660 million and 10,964 new jobs for the
Hungarian economy. Apart from the expansion by those sectoral operators which have
already settled in Hungary, the decision to invest in Hungary of BMW, Jaguar Land Rover
(purchase and engineering centre) and GIANT Bicycles is considered outstanding.
According to the number of projects, the second most important sector is the business
services sector (BSC) and electronics, both with 10‒10 positive decisions. BSC projects
create 1243 new jobs while the 10 investments related to the electronic sector represent an
investment volume of EUR 507 million and 1,614 new jobs. In the field of battery production
related to electro mobility, Hungary has a strategic position since 3 out of the 5 leading
Asian battery manufacturers (Samsung SDI, SK Innovation, GS Yuasa) chose Hungary as its
European manufacturing centre.
Trends of recent years seem to go on when broken down by relations since most of the
investments came from Germany in this year, too. These 28 investments resulted in an
investment volume of EUR 1,954 million and 7,804 new jobs. Ranking as second, the United
States of America (USA) and Hungary both had 15-15 projects: it is an investment capital
of EUR 215 million and 1,954 new jobs for the USA while a volume of EUR 303 million and
1,726 new jobs resulting from the decisions of Hungarian companies.

• BMW is investing EUR 1 billion in a new assembly plant in Debrecen. BMW picked
Debrecen as a location for its new plant over a number of other cities in Europe after
talks that lasted 14 months. The construction will start in the second half of 2019. It
will create 1,000 jobs in the first phase. According to BMW’s statement the plant will
produce 150,000 conventional and electric vehicles a year on a single production line.
•

SK Innovation, a Korean energy and chemical company, is building a new HUF 97.5
billion (USD 339.3 million) plant to make lithium batteries for electric vehicles in Komárom
(NW Hungary) to better meet demand from European car manufacturers, including
Mercedes-Benz. The investment will create 410 jobs in the first phase. Mass production
at the 430,000 sqm plant will begin in 2020, when the annual capacity of batteries
manufactured will be around 7.5 GWh, able to serve 250,000 cars.

•

 he South Korean premium tire manufacturer, Hankook Tire has announced the
T
expansion of their plant in Rácalmás by a new truck tire production unit. The expansion,
which amounts to EUR 290 million will be the fourth development in the history of the
European factory opened in 2007, and plays a decisive role in Hankook Tire’s long-term
strategy visioning that the European market needs shall be met locally in the truck and
bus tire branch, even as an original equipment. The implementation works will be started
in the first half of 2018, while production will expectedly be launched two years later,
with the creation of 150 new jobs.

•

 rconic Wheel and Transportation Products – producing Alcoa Wheels - as a global
A
key actor serves the commercial transportation and city bus market with a range of
fully forged aluminum wheels announced another expansion in Hungary to double
the capacities of the Székesfehérvár unit, which is the European centre of the wheel
product division. The greenfield investment representing a high quality and high addedvalue manufacturing of wheels of heavy duty vehicles results in the building of a new
manufacturing hall of 17,000 square metres and in 200 new jobs.

•

 lobal carbon fiber manufacturer, Zoltek, belonging to the Japanese Toray Industries,
G
starts an important development in its Nyergesújfalu plant. The only European location of
Zoltek will be expanded by an EUR 106 million investment that results in a 50% capacity
expansion making this unit the biggest carbon fiber producer in Europe. Following
recent automotive trends, Zoltek aims to become the global standard for automotive
structural applications as well.

