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TRENDS IN THE
BUSINESS CLIMATE |00
INDEX

NOVEMBER-DECEMBER 2024.

the index iS IEER's October Business Climate Sur-
vey is based on responses from 2,102

gtagnatmg at  company CEOs. Data collection took
place between October 1 and 31. The

purpose of IEER's Business Climate Sur-
vey is to map out business leaders' cur-
rent short-term business expectations,
po]ntg which relies on information available at
the time of data collection and entre-

preneurs' subjective assessment of the
situation.
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The Business Climate Index is at +22 points in October 2024, indicating stagnation compared
to the previous wave in this April. The current value of the index is three points higher than the
value taken in the same period of the previous year.

Businesses consider the business climate essentially unchanged compared to the previous
six months, while their expectations continue to vary significantly across business categories.
Overall, forecasts regarding expected order levels and machinery investments have become
more positive over the past six months, while perception of the expected business situation
and construction investments have deteriorated.

nate Index
in Octo-
. Since the survey
= dex recovered from its

in April 2020 to essentially
' return to its pre-COVID pandemic level within

a nd a half (October 2019: +40 points;
' er 2021: +39 points), howe'er, another
ificant downturn occurred in the second

half of 2022. This was partly offset by an in-

crease in spring 2023, followed by another

slight decline in October 2023. In April 2024,

there was another increase, while in October

2024, stagnation was seen. The current level -0‘

of the index is nevertheless 3 points higher +60.59%

compared to the value measured a year ago.
A
+52 59% \.,,/
\

The GVI Business Climate Indicator for October
), 2024 stagnated at +22 points in April, but is 3
points higher than a year ago.
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October 2021:

. the indicator returns to
Apr 2013-Apr 2019: GDP growth of 3-5% per year, pre-epidemic levels: 39 points
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Behind the general stagnation in the

perception of the business climate, there

are simultaneous slight deteriorations

and improvements depending on busi-

ness categories, with the assessment .

of the expected situation continuing to Flg- 1

vary greatly according to business char- Trends in GDP an IEER Business
acteristics. Under current conditions, ; }

the most favourable business climate Climate |I’1C|IC€S, June 1998 to
continues to be expected by large com-

) N . October 2024

panies, predominantly exporting com-
panies, companies with foreign (partial) %

ownership, and industrial enterprises.
With the exception of companies with
foreign (partial) ownership, the index Source: GV| 2024
value improved in all these segments
compared to April. The Business Cli-
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mate Index is negative (and decreased
by 4 points) among micro-enterprises
employing fewer than 10 employees, in-
dicating permanent recession expecta-
tions in this group since October 2022.
Additionally, the Business Climate Index
shows significantly below-average values
in the construction industry and among
small businesses with 10-49 people.
The assessment of the business climate
in most categories is similar to the re-
sults from a year ago, but in the major-
ity of business groups, it slightly exceeds
the level observed in October 2023. This
level remains significantly higher com-
pared to the low point of October 2022.
Prior to the current data collection wave
(excluding the first and second waves
of the COVID-19 pandemic and the en-
ergy crisis period), companies last gave
a similar assessment of their expected
outlook in 2013.

A\ Behind the general stagnation in

!‘ the business climate, there are
@ @ significant differences by firm
characteristics, with large firms,
exporters and foreign-owned
firms in @ more favourable po-
sition, while micro-enterprises
and construction face persistent
recessionary expectations.

BUSINESS CLIMATE INDEX
COMPONENTS AND OTHER
INDICATORS OF THE BUSINESS
CLIMATE

The IEER Business Climate Index con-

sists of four components::

» expected business situation in the
coming six months;

» the expected trend in orders over
the next six months;

» trendsin machinery investment vol-
umes over the next six months;

» trends in the volume of construc
tion investments in the next six
months..

Business leaders are also more pessi-

mistic about the current and expected

business situation, expected profitabili-
ty of their businesses and the expected
level of construction investment com-
pared to the previous semester. How-
ever, the assessment of the current
and expected profitability and machin-
ery investments is more positive com-
pared to April. The current values of
the indices are close to those between

2013-2015, prior to the COVID-19 and

the energy crisis.

According to the October 2024 data,

the assessment of enterprises on their

current and expected business situa-
tion slightly deteriorated compared to

October last year. Current business cli-

mate (+19 points) and expectations (+11

points) were at similar levels in October

2014 (+22 points; +18 points) and April

2014 (+14 points; +11 points), before

the COVID-19 outbreak and the energy

crisis. Compared to a year ago, both in-
dices deteriorated in perception.

Although there are positive elements, the
overall level of business confidence has fallen

compared to previous periods
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Current business situation

The assessment of the current business
situation indicates that following the re-
covery from the economic shock caused
by the COVID-19 pandemic, and after

the energy crisis period in autumn 2022 Fio. 2

and winter 2023, businesses perceive a g

more favourable yet stagnating econom- Cha nge n perce ptio N of current
ic environment that is essentially identi-

cal to the same period of the previous and future business climate

year. It is evident that small businesses,
companies primarily producing for do-
mestic sales, purely domestically-owned
companies, and those operating in trade
and construction sectors remain the
most exposed to the current effects of
the economic crisis.

Source: GVI 2024
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SHRINKING LABOUR DEMAND, WORKFORCE REDUCTION

Businesses expect lower labour demand in the next six months: the balance indicator stands
at -2 points, which is 7 points lower compared to April 2024. This shows that in October 2024,
companies planning workforce reductions in the next six months are in a slight majority. This
indicates a significant easing/end of the labour shortage market situation.

Overall, significant workforce expansion plans for the next six months can be observed among
companies with foreign (partial) ownership and large enterprises. In contrast, based on busi-
ness leaders' expectations, significant workforce reductions are expected in the categories of
construction, trade, small and medium-sized enterprises, and companies exclusively in domes-
tic ownership. In all other categories, the balance indicator value is largely around average. Com-
pared to April 2024, the largest decline in expected labour demand occurred among commer-
cial and construction companies, as well as small businesses (declines of 20, 15 and 14 points,
respectively), while there was no change in the service sector, and all other categories also show
a decline.

Staff reduction plans are in the majority,
), indicating that the labour shortage

situation Is easing.

Corporate balaance indicator

sl
g

Fig. 3

Expected l[abour demand

Source: GVI 2024
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RENDS IN THE IEER
BUSINESS CLIMA-

TE INDEX BASED ON
BUSINESS CHARAC-
TERISTICS

NOVEMBER-DECEMBER 2024

Manufacturing has the
highest value of the
indicator

+29

pOINts

The Business Climate Indexis highestamong
manufacturing companies (+29 points),
with +20 points for service companies, +16
points for commercial companies, and +4
points for construction companies. The
most significant change compared to the
previous six months occurred among com-
mercial companies, where the index value
decreased by 8 points compared to April. In
the service sector, there was a 2-point de-
crease, while among construction compa-
nies there was a 1-point improvement, and
among manufacturing companies, a 3-point

improvement compared to April.
www.gvi.hu 8
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The Business Climate Index is highest among
manufacturing companies (+29 points), with
+20 points for service companies, +16 points
for commercial companies, and +4 points for
construction companies. The most significant
change compared to the previous six months
occurred among commercial companies, where
the index value decreased by 8 points com-
pared to April. In the service sector, there was
a 2-point decrease, while among construction
companies there was a 1-point improvement,
and among manufacturing companies, a 3-point
improvement compared to April.

Examining companies based on their ownership
structure, it can be seen that the Business Cli-
mate Index is significantly higher among compa-
nies with foreign (partial) ownership (+35 points)
compared to purely domestically owned compa-
nies (+16 points). Compared to the previous six
months, the Business Climate Index decreased
by 4 points for companies with foreign (partial)
ownership, while it increased by 2 points among
purely domestically owned enterprises.

S =0 5335
NS P AN AN A N SN IS O

owned

Fig. 4-5

|[EER Business Climate Index by
economic sector and
ownership structure

Source: GVI 2024
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According to export activity, the Business Climate Index
is lower among partially exporting (+13 points) and non-
exporting (+16 points) companies compared to predomi-
nantly exporting companies (+39 points). In the category
of predominantly exporting companies, the index value
increased by 4 points, and among non-exporting com-
panies by 1 point compared to the previous six months,

while for partially exporting companies it decreased by 6 IEER Business Climate Index by
points. Analysis by company size shows that following the export activitya nd

increase experienced in the past six months, expecta-

tions deteriorated most significantly in the medium-sized em ployee catego ry

enterprise category, but the assessment of their situa-
tion remains considerably more favourable compared
to micro- and small enterprises. The Business Climate Source: GVI 2024
Index value is -8 points among companies with fewer
than 10 employees, +10 points in the 10-49 employee
category, +25 points in the 50-249 employee category,
and +40 points for the largest companies operating with
more than 250 employees. In the 50-249 employee cat-
egory, the Business Climate Index decreased by 5 points
over the past six months, and by 4 points for micro-
enterprises compared to April. Among large companies
with over 250 employees, there was a 1-point increase,
and for companies with 10-49 employees, there was a
3-pointincrease.
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X

DEVELOPING AND
LAGGING DISTRI-
CTS IN HUNGARY
DISTRICT
DEVELOPMENT
INDEX

NOVEMBER-DECEMBER 2024

This analysis aims to present the develop- Complex assessment of
ment level of Hungarian districts based on

the IEER District Development Index (JFM -

DDI). The study analyses the level of devel- l 74

opment of 174 districts as well as 23 Buda-

pest districts. The DDl contains atotal of 31 Hjstricts and
indicators along six dimensions (1. econo-

my, 2. labour market, 3. infrastructure and

environment, 4. demography, 5. healthcare 2 3

and social situation, 6. education and cul-

ture), which enables the comparison of dis- 5 p]ta[ districts

tricts' overall development levels and deep-
er examination of different dimensions.

" HCCIIEER / Monthly Bulletin of Economic Trends



The IEER District Development Index
includes a total of 31 indicators across
six dimensions. The economic dimen-
sion consists of 5, the labour market
dimension of 4, the infrastructure and
environment dimension of 9, the demo-
graphic dimension of 4, the healthcare
and social situation dimension of 6, and
the education and culture dimension a
total of 3 indicators. The data sources
for the indicators are the open access
databases of the Hungarian Central Sta-
tistical Office (KSH), the National Region-
al Development and Spatial Planning
Information System (TEIR), and the re-
sults of the 2022 census. All indicators
of the DDI refer to the year 2022. The
DDI summarizes the "performance" of
districts taken from various indicators in
a composite index ranging from 1 to 5.

According to the index, the most devel-
oped district (excluding the Budapest
districts) was found to be the Veszprém
District, which ranks in either first or sec-
ond place in all dimensions except de-
mographics. It is followed in the top ten
(with scores above 4 points) by the dis-
tricts of Gyor, Budakeszi, Balatonfured,
Frd, Dunakeszi, Pilisvorosvar, Vecsés,
Tata, and Szigetszentmiklos. Among the
districts in the most developed top ten,
we find exclusively districts from West-
ern Transdanubia, Central Transdanu-
bia, and Pest County. At the county lev-
el, however, significant differences can
be seen within individual counties.

Generally, districts encompassing coun-
ty seats and cities with county rights
show a more favourable situation. For
example, while in Veszprém County, the
district surrounding Veszprém as a city
with county rights is the most developed
at a national level (4.48), the neighbour-
ing districts of SUmeg (2.52) and Devec-
ser (2.39) are among the less developed
districts, ranking only 133rd and 143rd
as for level of development of districts.
A similar trend can be observed in Fe-
jér County, where the development of
the Székesfehérvar district (3.94) is out-
standing, but Székesfehérvar's pulling
force does not reach the county's two
southern districts, Sarbogard (2.16)
and Enying (2.52); in Pest County, the
districts of Budakeszi (4.19), Erd (4.13),
Dunakeszi (4.10), Pilisvorosvar (4.06),
Vecsés (4.06), Szigetszentmiklos (4.00)
and Szentendre (3.97) are all among the
most developed, while the Nagyk&ros
District (2.74) ranks only 121st, and the
Nagykata District (2.58) ranks 130th.
The development of districts including
county seats lags behind the develop-
ment of surrounding districts only in
Nograd County (where the Salgdtarjan
District (2.16) is preceded by the Balas-
sagyarmat District (2.71) and the Rétsag
District (2.91)), Zala County and Somogy
County (for the latter ones, the districts
along Lake Balaton (Keszthely, Fonydd,
Siofok) are the most developed).

The most developed districts are located
mainly in Western Transdanubia, Central

Transdanubia and Pest counties, while the
least developed ones are mainly in Borsod-
Abauj-Zemplén county.

www.gvi.hu 12



Map data: © OSM - Created with Datawrapper

Based on the DDJ, the least developed district
is the Encs District (1.35), which ranked in ei-
ther last or second-to-last place in all dimen-
sions except healthcare and social services
among the districts. This is followed by the dis-
tricts of Edelény (1.39), Vasarosnamény (1.42),
Ozd (1.45), Sziksz6 (1.52), Cigdnd (1.55), Put-
nok, Heves and Mez&csat (all 1.58), as well as
Zahony (1.61). With the exception of Heves Dis-
trict (Heves County) and the Vasarosnamény
and Zahony districts (Szabolcs-Szatmar-Bereg
County), all of the least developed districts are
found in Borsod-Abauj-Zemplén County.

lgotarja

JFM 1-t8l 5-ig

1.35 4.48

Fig. 8
District Development Index -
Country-wide (2022)

Source: GVI 2024
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JFM 1-t8l 5-ig

3.68 4.39

Map data: © OSM - Created with Datawrapper

The highest scoring districts of Budapest (4.39)
include Districts XI and XllI, followed closely by
District VI (4.29), District V (4.26), and District
IX (4.23). 9 districts scored less than 4 points,

two of which are downtown districts (Districts Flg 9

VIl and VIII), one is in South Buda (District XXII), :

and the remaining six are outer Pest districts Distict De\/elopment Index —
(Districts X, XV, XVI, XVII, XX, XXI, and XXIII). It

should be noted, however, that the South Pest Buda peSt (2022)

District XVIII ties for sixth place in the ranking
with Districts XIV and Ill. As shown in Figure 2,
with a few exceptions mentioned above, the Source: GVI 2024
Buda districts and inner Pest districts are more
developed.

www.gvi.hu 14



INTERNATIONAL
TRENDS

NOVEMBER-DECEMBER 2024

Actual data Expectations Prev!ous
period
Unemployment Rate 6,1% 6,1% 6,1%
Manufacturing Purchasin
Germany Man;gersulrlwdgex . ne 43,2 43,1 43,0
IFO Business Climate Index’ 85,7 87,2 86,5
France INSEE Business Climate Index? 96,1 97,4
EU Economic Sentiment Indicator (ESI)? 96,5 96,3*
Unemployment Rate 4,2% 4,2% 4,1%
USA CB Consumer Confidence Index 117,7 117,8 109,6*
Manufacturing Purchasing 48,8 48,3 48,5
Managers Index
China Manufacturing Purchasing 50,3 50,2 50,1

Managers Index

" https://www.ifo.de/en/survey/ifo-business-climate-index-germany

2 https://www.insee.fr/en/statistiques?debut=0&theme=30&conjoncture=23

3 https://economy-finance.ec.europa.eu/economic-forecast-and-surveys/business-and-consumer-surveys/latest-
business-and-consumer-surveys_en

Tovabbi adatok forrasa: https://www.bloomberg.com/markets/economic-calendar

*Visszamendleges kiigazitas
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In Germany, the IFO Business Confidence In-
dex decreased in November after the slight in- .
crease in the previous month. The index shows Flg. 9

a stagnating assessment of the current busi- : : :
ness situation and worsening of the expecta- Business confidence in

tions compared to October. France's INSEE Gel’many and Fl’aﬂce,
business continues to decrease, while manu-

facturing industry shows a rebound, expecta- based on the Ifo and INSEE
tions in every other sector has deteriorated. business climate su rvey,

The European Union's ESI economic sentiment
indicator (an aggregate of business and con-
sumer confidence indicators of the Member
States) remains stable in November. The Ger-
man Manufacturing Purchasing Managers' In-
dex (PMI) increased slightly and exceeded its Source: www.ifo.de
expected value. The unemployment rate stag- : ’
nates. The US CB consumer confidence index www.insee.fr
rose significantly compared to the previous
month. The Manufacturing PMI moderately
improved both in the US and in China. The US
unemployment rate increased by 0.1% point in
November.

January 2005 - November 2024
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