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Hungary: Europe’s
manufacturing and
innovation hub

HUNGARY

Its focus on foreign direct
investments and innovation
could make the Central European
economic champion even stronger
Sunset view of the parliament building in Budapest

Having consistently outperformed average
growth in the European Union (EU) by 2-3 percent for almost a decade, there are signs that the
Hungarian economy could be one of the first in
the bloc to bounce back from COVID-19.
In the third quarter of 2020, its gross domestic
product (GDP) leapt up 11.4 percent, recovering
much of the loss incurred in its locked-down
second quarter and leading many to predict full
economic recovery by the end of this year or mid- Zoltán Kovács
2022 at the latest. This positive result has been Secretary of State
attributed to the Central European country en- for International
Communication and
tering the crisis in an extremely strong fiscal and Relations
economic position, as well as the early implementation of an economic protection plan valued at 18-20 percent of GDP. “The
state intends to continue to play an active role in promoting and assisting market mechanisms to strengthen the economy and help it to return to normal,”
explains Zoltán Kovács, Secretary of State for International Communication
and Relations, and International Spokesman for the Cabinet Office. As part of
the plan, investment incentive schemes were launched that have attracted €1.8
billion from firms during the crisis, says Róbert Ésik, CEO of the Hungarian
Investment Promotion Agency.
The government has made the attraction of both domestic and foreign
investments a priority since 2010. Already, half of the world’s largest multinationals have a presence in the country, drawn in by its strategic location,
stability, advanced infrastructure, well-educated labor force and highly competitive business climate. 2019 was a record year for inflows, with investments
coming from 20 different countries. “We are interested in attracting as many
non-European investors as possible,” Kovács states. “Europe remains central to
our industry and trade strategy but we believe it is good to have more pillars
on which your economy can stand.” The U.S. is currently the largest non-EU
investor, but an active policy of opening up to the East has born fruit, with
38 percent of new jobs being created by Chinese, South Korean and Japanese
firms in 2019. For instance, South Korean SK Innovation’s new electric-vehicle battery plant will generate employment for about 2,500, while Samsung
SDI’s €1.2-billion expansion of its battery facility will add many more.
These two investments are indicative of a transformation that is taking
Hungary away from low-cost production toward innovative and technology-based industries. “After our success in positioning Hungary as the manufacwww.country-reports.net

turing hub for Europe, our attention has turned
to high-value-added manufacturing and services.
For example, we have long been particularly
strong in the automotive sector, but we are now a
leading location in Europe for electric mobility as
well. We have also become a major destination for
business service centers,” says Ésik. To drive this
transformation, the government has established
a Ministry of Innovation and Technology and
is reforming higher education to enable closer
Róbert Ésik
academia-industry collaboration, while it aims to
CEO, Hungarian
Investment
boost research and development (R&D) spend
Promotion Agency
from around 1.8 percent to 3 percent of GDP
by 2030. “In line with this, we have redesigned
incentive systems for supporting R&D. Based on an IBM global report, we
now rank 9th worldwide for R&D investments, which confirms we are on
the right track. We are proud to have attracted investors like financial asset
manager BlackRock that has created a successful innovation hub,” Ésik says.
As well as embracing global investors, Hungary is increasing its international footprint through collaborations with other governments, notes Kovács.
“Apart from being members of the EU, we’ve invented new forms of cooperation. The Visegrád Group (V4)—Hungary, Poland, Czechia and Slovakia—is

“The state intends to continue to play an
active role in promoting and assisting market
mechanisms to strengthen the economy.”
Zoltán Kovács, Secretary of State for International
Communication and Relations

a good example. We have very good cooperation across broad areas such as
COVID measures, energy infrastructure, regional transport and tourism. We
also have V4+ regional formations that include Slovenia, Croatia, Romania,
Bulgaria and Serbia.” These strong regional connections give export-oriented
Hungary an additional post-COVID advantage when supply chains are likely
to shorten as markets look for secure local suppliers. “Before COVID, Hungary was among the EU’s economic champions and we have a very good chance
of coming out of it even stronger. I believe investors should continue to take
the country into account when looking for a competitive European location,”
Ésik concludes.
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An open-door
policy toward
investors
Pro-business Hungary has a
powerful mix of tax regimes, legal
frameworks and incentives in place
to attract global investments
Foreign direct investments (FDIs) into Hungary
surged by 24 percent to reach an all-time record
€5.35 billion in 2019, as the country continues
to cement its place as a preferred destination for
the world’s investors.
“Between 2014 and the first half of 2020, we
successfully negotiated a total of 538 FDI projects
with a value of €20.3 billion, creating over 92,000
jobs,” says Róbert Ésik, CEO of the Hungarian
Investment Promotion Agency (HIPA), the one- Farkas Bársony
stop shop for investors. “According to the IBM President
Global Location Trends report, Hungary ranks AmCham Hungary
92th globally in terms of population but is now
16th when it comes to employment creation through FDI.” Illustrating the
wide-ranging potential in the country’s economy, the 101 FDIs undertaken in
2019 were made in 20 different industrial sectors, he notes. “We are particularly strong in the automotive sector and have become a hub for electric mobility
in Europe. In 2019, Hungary welcomed 10 e-mobility projects totaling €2.9
billion, including ones from SK Innovation, Samsung SDI and Audi. We also
signed another 14 agreements with investors in business services centers. Sanofi, for example, selected Hungary as its location for global business services,

“Between 2014 and the first half of 2020, we
successfully negotiated a total of 538 FDI
projects with a value of €20.3 billion.”
Róbert Ésik, CEO, Hungarian Investment Promotion Agency

while Tesco chose Budapest for its regional business and IT services.” Some of
the other high-value-added areas where the country is a competitive force are
communication technologies, pharmaceuticals, electronics, logistics, agribusiness, life sciences, medtech, tourism, real estate and renewable energy.
“Hungary is known for manufacturing but is transitioning toward services,
innovation, research and development (R&D). We see a lot of attractive
opportunities for investors here,” confirms Farkas Bársony, president of the
American Chamber of Commerce in Hungary. He is unsurprised that, to
date, an incredible 1,700 U.S. companies have chosen to invest €11.6 billion
in the country. “We sit in the heart of Europe with access to the European
Union (EU) market of 450 million people, plus we have a very open, pro-business government that considers investors as a top priority.”
Ésik puts forward some more of Hungary’s many advantageous fun2
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Hungary has attracted a record €5.35 billion in FDIs in 2019

damentals: “It is economically and politically
stable, with a strong focus on foreign trade and
investment. We have a well-educated, competitively priced labor force and highly developed
infrastructure. Our road networks are among
the most dense and developed in Europe, while
we have three international rail and road transport corridors crossing the country as well as the
River Danube, which helps us to capitalize on
our strategic location. Hungary is in the top-five
Eszter KamocsayBerta
countries worldwide for mobile data coverage as
Managing Partner
well.” Potential and existing investors also benefit
KCG Partners
from the award-winning, proactive services of
HIPA, which is among Europe’s best promotion agencies, according to many
experts. “We offer our full support, making sure that investors find the best
possible solution to suit them within the country. We are a management
consulting company that tries to address all their needs and answer all their
questions. Our support is both administrative and financial, as we offer a wide
range of incentives: the government has a very strong policy of incentivizing
investments,” Ésik explains.
The lowest corporate tax rate in the EU
KCG Partners is one of the country’s best-rated law firms, with a particularly
strong reputation in areas such as litigation, tax, employment law, regulatory
compliance, mergers and acquisitions, property development and global relocation. KCG’s managing partner, Eszter Kamocsay-Berta, provides an insight
into some of Hungary’s investment incentives. “It has a favorable tax and financial environment for business that the government has enhanced over the
last couple of years by introducing measures that are available to all companies
registered here regardless of their nationality. For instance, the government has
created by far the most competitive corporate income tax regime in the EU
with a 9-percent flat rate, and has gradually reduced taxes on employment:
the social contribution rate has fallen from 27 percent in 2017 to 15.5 percent
in 2020. In addition, there is no withholding tax on dividends, interest and
royalty paid by a Hungarian company to a foreign company.”
As a result of Hungary’s spectacular economic growth over the last decade,
800,000 new jobs have been added in a country with a population of just 10
million. This has allowed a shift in the focus of FDI incentives from purely
gaining new jobs to adding local value. “The government now has incentive
schemes that support technology-intensive investments, job creation, asset investment and R&D projects via non-refundable cash subsidies, tax allowances
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and available EU funds,” details Kamocsay-Berta.
These schemes are highly attractive. For instance,
twice as much as a company spends on R&D
can be deducted from its income tax, while firms
committing to at least €3 million in R&D outlay are eligible for financial support of up to 25
percent of that investment. A well-established and
clear regulatory framework also ensures an excellent investment climate, she asserts. “Hungarian
employment law is one area that has undergone Tamás Locsei
“
significant improvement in recent years, although Country Managing
it should be noted that there is a minimum Partner
PwC Hungary
monthly wage here, which is approximately €448
at the moment. Furthermore, investments are protected by the country’s stability, which is reinsured by the fact that it is a member of the EU and other
international organizations like the Organisation for Economic Co-operation

“The government has created by far the most
competitive corporate income tax regime in
the EU with a 9-percent flat rate.”
Eszter Kamocsay-Berta, Managing Partner, KCG Partners

and Development, the World Trade Organization, NATO and the International Monetary Fund. However, because Hungary has a continental legal
system, civil procedures are characterized by formalities and cost intensity. But
arbitration can be a quick, professional and cost-effective solution for commercial matters.”
Throughout the life cycle of their projects, investors would be advised to
utilize the services of an elite local law firm like KCG, 90 percent of whose
work comes from repeat business and referrals. It benefits from a diverse team
of internationally trained legal and business experts that have an in-depth
understanding of the domestic investment environment. Added to which, as
a member of Ally Law, a global legal network of 71 law firms, it can provide
clients with quick solutions to international issues. From Kamocsay-Berta’s
insider perspective, Hungary offers areas of potential that external investors
might not have considered. “An interesting trend is the generational change of
family businesses. There are several thousand medium-sized companies with
owners approaching retirement. This is creating attractive opportunities to
acquire functioning businesses in traditional industries and innovative areas
such as IT, software development and telecommunications.”

Education reforms: A booster for innovation
Tamás Lőcsei, country managing partner at PwC
Hungary, highlights another area of new incentives for investors. “The government is fostering
cooperation between universities and companies
with special cash funds dedicated to R&D. The
higher education system is also being reformed
so that businesses will have much more say in
shaping programs.”
The tertiary education reforms will be the
László György
State Secretary for
largest the country has ever seen, says László
Economic Strategy
György, State Secretary for Economic Strategy
and Regulation
and Regulation. “The employment market’s
needs are changing rapidly, but our state-managed education systems haven’t
been capable of following this shift. So we have liberalized and deregulated
vocational education to make it more flexible for new vocations to come into
the system, and we are changing the operating model of our universities to
make them privately led and closer to the market.” According to György, this
new model will substantially reduce the red tape involved in collaborations
between universities and businesses. “From now on, if there is a demand from
businesses, our universities can immediately meet it.” Those companies will
also gain from the €5 billion the government is investing to build cutting-edge
innovation ecosystems in its universities and research institutions. “We’ve
created 10 science parks and are establishing around 20 national laboratories.
We’re investing in our strengths and think Hungary can be very successful in
future industries like big data, artificial intelligence, Industry 4.0, high-performance computing, hydrogen, biotechnology and genomics,” he concludes.

Excellence and Leadership
in Central Europe
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A conducive tax environment
9%
Corporate tax rate

15.5%
Social security
contribution

0%
Tax on dividends, interest and royalty paid by
a Hungarian company to a foreign company
www.country-reports.net
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Strong economic
fundamentals give
hope for recovery

A healthy banking system

Disciplined monetary authorities
and a robust, innovative banking
sector work together to support
Hungary’s real economy in a time
of crisis
Having achieved an average 5 percent quarterly rise in gross domestic product
(GDP) over recent years, Hungary’s central bank (Magyar Nemzeti Bank)
estimates its economy could have contracted 6 percent due to COVID.
Mihály Patai, deputy governor of the bank, is convinced the country will
return to high growth by 2022. “I don’t believe we will continue to have such
an attractive growth rate as we had in the last cycle—it will be about 3.5-4 percent—but it will still be 2-3 percent higher than the eurozone’s average.” The
country’s impressive pre-2020 economic performance had its roots in robust
fiscal policies established since 2010 by the current government, he believes.
“Our macroeconomic balances were put in order, including the state budget
and the current account. We were very disciplined and our fiscal deficit was

Helping the world meet its growing energy needs takes
leadership, investment and breakthrough technologies.
ExxonMobil is an industry leader in the advancement and
application of energy technology. It’s why we’re able to
take on the toughest energy challenges around the world.
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Ratio of liquid to total
bank assets: 31%

Loan-to-deposit
ratio: 75%

Capital adequacy:
21%

Ratio of nonperforming loans:
less than 5%

kept below 3 percent. We entered the pandemic
with very strong fundamentals and growth, making us better prepared than others. This is why I
am optimistic about the future. My conviction is
that we will return to growth with our budget and
current account in equilibrium.”
Magyar Nemzeti Bank’s (MNB’s) monetary
policies have also contributed to the economy’s
stability over the last decade. “The central bank
has achieved important results. We brought down Mihály Patai
the basic interest rate from 7 percent to below 1 Deputy Governor
percent and, in 2015, we converted all Swiss-franc Magyar Nemzeti
Bank
denominated mortgages into our local currency.
80 percent of mortgages were in Swiss francs at the time, which was dangerous
for our financial system—we converted over a million contracts with a value of
€10 billion in just a day.,” Patai says. When the pandemic hit, MNB’s prudent
management of its balance sheet put it in a healthy position to launch initiatives aimed at stimulating the economy. Some of these it implemented alone:
for example, it is purchasing more government bonds and has started buying
corporate bonds to provide long-term liquidity to Hungarian firms. Other
measures were introduced in close collaboration with a resilient banking sector.
The history of the country’s modern financial services industry goes back
to the 1980s, when the first international institution arrived, says Radován
Jelasity, president of the Hungarian Banking Association (HBA). “Citibank
brought the sector to the next level. It introduced new services and technologies that other banks then adopted.” Still a big player in the country, Kevin
A. Murray, CEO for Central Europe at Citibank notes that the sector suffered
in the 2008 global financial crisis but is now much stronger. “Banks are safer,
better capitalized and have more liquidity; the banking system is in very good
shape.” Statistics bear this out: between 2008 and 2020, the ratio of liquid to
total bank assets grew from 10 to 31 percent, the loan-to-deposit ratio dropped
from 150 to 75 percent and capital adequacy rose from 11 to 21 percent, for
instance. “The banks that survived 2008 have since proved that they are committed to Hungary and are ready to support it, if needed,” Jelasity points out.
The sector certainly stepped up to help the economy during the pandemic.
“Our high liquidity and capital reserves enabled double-digit lending growth
in 2020, and banks have channeled MNB’s policy measures to the real economy,” claims László Bencsik, deputy CEO of a leading bank, OTP Bank.
“One of the most remarkable is the Funding for Growth scheme: funding
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from MNB provided through banks to smalland medium-sized businesses (SMEs),” he adds.
This scheme has given extremely cheap loans to
60,000 SMEs since it was introduced 8 years
ago but it was relaunched in 2020 with increased
funding of €7 billion, over 5 percent of GDP.
Digitalization accelerates in banks
The sector also spent 2020 investing heavily in
digitalization. In March, Hungary introduced the Dr. Pál Simák
world’s first mandatory instant payment system, Chairman-CEO
with all banks obliged to guarantee every transfer CIB Bank
reaches its beneficiary within five seconds. “Four years ago, we did a survey
on the digital readiness of the country and found that it was quite behind.
The HBA put together an agenda with the top 22 items that were priorities
to speed up digitalization. Many of these have already been implemented in
collaboration with MNB and the government,” says Dr. Pál Simák, chairman-CEO of CIB Bank. One of the country’s large banks that offers a full
range of financial services to more than 420,000 clients, CIB is at the forefront
of digitalization in the Hungarian market. For example, CIB was the first bank
to enable its existing customers to get a personal loan onto their account in just
seven minutes, from the bank’s mobile application. The bank was also among
the first ones to introduce the possibility to open an account on its website
with the help a video banker and apply for a personal loan. One of the biggest
innovations of CIB, however, is the almost fully online mortgage application.
Before, customers had to go to the branch around four times when applying
for a mortgage. Now they can do everything digitally, except for signing the
contract. It’s the only touchpoint where they need to go into the branch, because the signature of a notary is also needed for this in Hungary.
CIB’s constant introduction of new digital services has been welcomed by
users, Simák asserts. “25 percent of personal loans are now handled through
our digital channels, as well as 30 percent of investment funds, 40 percent of
deposits and 98 percent of all transactions. Our approach is to integrate fintech
companies’ innovative solutions into our services. We have five different fintech solutions embedded into our digital portal infrastructure. This disruption
helps us to rethink what we are capable of and speeds up development. Our
challenge is making everything as convenient and comfortable as possible for
the customer, while remaining their main contact point, as this is where we
can add value for them.”

• Key player in Hungary’s meat market
• Honest Food: guaranteed quality raw
material and animal welfare

“We improved our cost-income ratio by about
7 percent last year, which was fueled by our
innovation and digitalization strategies.”

• Modern, efficient, complete meat
processing facility

Dr. Pál Simák, Chairman-CEO, CIB Bank

The bank’s extensive digital skills have given it an important role as an
innovation hub within its parent group: Intesa Sanpaolo, the leading bank
in Italy and one of the soundest and most profitable banks in Europe, with
approximately 14.6 million customers in Italy, while the group’s international
subsidiary banks serve 7.2 million customers across Eastern Europe, the Middle East and North Africa. On the other hand, thanks to exploitation of the
Intesa Sanpaolo Group’s expertise and support as well, CIB has one of the
most advanced risk management practices in the country, comments Simák.
“We have found the right balance between healthy growth and maintaining a
www.country-reports.net

clean balance sheet. We have out-performed the growth of the market in the
past years, the rate of our customers that are over 90 days in delay of payments
is 1.4 percent, whereas the Hungarian average is 2 percent. This comes with
about 10-13 percent annual growth on our loan book on a year-on-year basis.
As a gauge to our efficiency, we were the only bank on the Hungarian market
to reduce its costs while improving revenues the past year. We improved our
cost-income ratio by about 7 percent, which was fueled by our innovation and
digitalization strategies that we will continue to pursue.” Simák is another who
believes the country’s economy will recover quickly. “It has been great to see
the banking sector, MNB and the government joining forces to help Hungary
through the pandemic crisis. And our third-quarter GDP statistics were very
encouraging, showing a strong resurgence of growth. I think we’ll bounce back
to a pre-COVID situation by the end of 2021.”

• From pig slaughtering to cold cut slicing
under one roof
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Budapest’s
exhibition center
gets total facelift
Plans are now well under way to
revitalize the Hungarian capital
and enrich it with a 21st-century
exhibition and conference venue
Magnificent Budapest’s bridges illuminate the River Danube

The region of Badacsony lies on the north shore of Lake Balaton

Europe’s favorite
travel destination
is ready to reboot

down with great wines, with dessert calling out
for a glass of sweet Tokaji Aszú, the wine of kings
according to France’s Louis XIV.
Word is out about some of these attractions.
“Before COVID, tourism accounted for 13.2
percent of gross domestic product and 2019
was a record-breaking year with 42 million
guest nights. January and February 2020 were
also record months—but then the pandemic
came,” Könnyid recalls. Even though its borders László Könnyid
remained closed to most international visitors for Deputy CEO
the rest of 2020, parts of the sector still welcomed Hungarian Tourism
Agency
many domestic and regional guests, he notes.
“People wanted to escape to our smaller towns and more remote locations to
spend time alone in the countryside and connect with nature.”
Responsible for promoting demand, investment and development in
tourism, Könnyid and his team at the HTA took advantage of the sector’s
relative shutdown to reboot their strategy. “Going forward, spa culture and
health tourism are areas that distinguish us that we can build on. Business
tourism is another opportunity as Budapest meets all the requirements.” The
agency is also boosting the quality, sophistication and efficiency of Hungary’s
rural tourism to encourage visits to its glorious countryside. Digitalization and

After almost a year of shutdown,
Hungary is coming back with a
powerful tourism proposition
Known as the “Paris of the East,” romantic Budapest is one of Europe’s
most alluring capitals. To the west of the majestic River Danube that flows
through its center is its cobbled medieval castle district, a UNESCO World
Cultural Heritage site. Take a short walk across a bridge to its east bank and
you find yourself in cosmopolitan Pest, with its magnificent 19th-century
mansions, high-end shops, cafes, restaurants and nightlife.
A diverse wealth of history, culture and natural beauty lies outside the city
as well. Reminders of Hungary’s 1,000-year history are scattered throughout
its lands, from Baroque towns to Middle-Age castles, Renaissance palaces and
Romanesque churches. It’s in its rich natural environments that the country
really stands out though, boasting extensive national parks, fish-filled rivers,
beach-lined lakes and open countryside. One highlight among many is Lake
Balaton, Central Europe’s largest lake that is ringed by marinas, traditional villages and vineyards. Another is Hortobágy National Park, which CNN ranks
in the top 20 most beautiful spots in Europe. Home to over 340 bird species,
water buffalo, herds of horses and other animals, it’s the ideal place to take advantage of rural Hungary’s lack of light pollution to indulge in the stars. “Our
landscapes are unique,” says László Könnyid, deputy CEO of the Hungarian
Tourism Agency (HTA). “They offer perfect options for those wanting to feel
a sense of being in nature or lovers of activities like cycling, hiking and water
sports. We are particularly renowned for our marvelous thermal waters, spas
and springs: we have over 1,300 hot springs, 200 public spas and Lake Heviz,
the world’s largest thermal lake.”
Wherever you go, gastronomy is exceptional, with both Michelin-starred
restaurants and small country taverns preparing tempting delights from locally
sourced meats, fish, vegetables, fruits, nuts, dairy products and, of course, paprika, the essential ingredient in Hungary’s famous goulash. Meals are washed
6

Before COVID-19 badly hit the international
events, tourism and business tourism sectors,
Budapest had been carving out a reputation as
an emerging venue for meetings, incentives,
conferences and exhibitions (MICE), meaning
the bustling European city is well positioned to
capitalize on a strong rebound post pandemic.
“Our intention is to establish Budapest as
an expo hub in the region,” notes government
spokesman, Zoltán Kovács. As the leading ex- Gábor Ganczer
hibition and conference organizer in Hungary CEO, Hungexpo
and the wider region, Hungexpo aims to help
the government achieve this goal. The company boasts five decades of
valuable experience in organizing large events for sectors including construction, automotive, manufacturing, technology, medical equipment, agriculture and boating. Privatized in 2005 and later acquired by the French
events group GL in a move that boosted business development, Hungexpo
not only promotes Budapest as a MICE destination to foreign enterprises
and delegates, but also to a large national audience.

“With our €170m refurbishment project, from
2021, Budapest can play a well-deserved role in
the field of large and mega size events.”

The €170m project will host two exhibition halls and a congress center

vital engine to restart the economy, and a key success factor.”
In a development that underlines its confidence in the MICE sector,
Hungexpo is undergoing a €170m refurbishment, featuring two new
exhibition halls, a new reception building and a new congress center. All
existing pavilions are receiving facelifts and the eight exhibition halls will
be interconnected with a covered passageway, providing exhibition options
under one roof. Other key improvements due for completion in 2021
include a state-of-the-art seating system and new audio-visual technology.
“With this development, the capital will have the opportunity to host
international congresses, conferences or exhibitions of any size,” Ganczer
adds. “From 2021, Budapest will play a well-deserved role in the field of
large and mega-sized events as the city will finally have a proper-sized congress center.”

YOUR LEGAL TEAM IN HUNGARY

Gábor Ganczer, CEO, Hungexpo

“Once international visitors start flocking here
again, our renovations will be complete and we
will be ready to welcome them back.”
László Könnyid, Deputy CEO, Hungarian Tourism Agency

education are key in this. All 37,000 of the nation’s hotels, bed and breakfasts,
tourist apartments and Airbnb properties are now registered on an online database that HTA is using for real-time updates on the sector, he reveals. “We
are also equipping operators with the knowledge they need to implement digitalization, better customer service and sustainable tourism.” Another priority is
to develop improved hotel and partner-attraction infrastructure. €420 million
is currently being invested in renovating hotels, with a large portion being
allocated to small, family-run establishments. Könnyid is confident the sector
will recover quickly. “Hungary is truly unique and people can’t wait to start
traveling. Once international visitors start flocking here again, our renovations
will be complete and we will be ready to welcome them back.”

“Budapest’s strength is its location; the city is ideally situated in the
middle of Europe as a hub connecting Eastern and Western Europe,” states
Gábor Ganczer, CEO of Hungexpo. “Budapest also offers good value for
money with very nice hotels and places for side events. Our capital is an
excellent place with great expertise, especially in medical association fields,
and it has a unique role to play in the MICE industry in the near future.”
In late 2020, Hungexpo successfully held some trade exhibitions after
introducing exceptionally strict health and hygienic measures for vendors
and participants, with numbers carefully controlled to ensure social distancing. Ganczer was pleased with the comments from visitors and is confident
such success will be repeated during 2021’s events calendar.
“Relaunching the economy depends, among other things, on whether
companies find networking opportunities such as those offered by us,” he
says. “Based on feedback from exhibitors and visitors, we have gathered a
lot of useful experience for organizing future exhibitions. Exhibitions are a
www.country-reports.net
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Ericsson House, developed by Wing, hosts 1,800 workers

Real estate sector
retains rich appeal
The property market has benefited
from growth in demand, with many
investment opportunities available
Like many other segments of the economy in
recent years, Hungary’s residential and commercial real estate sectors have enjoyed dynamic
growth, boosted by the arrival of large-scale
manufacturers who continue to require space for
their cutting-edge production lines and efficient
logistics operations, as well as modern offices
and housing for thousands of workers.
According to the highly respected chairman
of the Royal Institution of Chartered Surveyors, Noah M. Steinberg
Noah M. Steinberg, local investors are just as Chairman and CEO
sophisticated, professional and powerful as their Wing
international counterparts. “The buildings that make up the bulk of the market today are exceptionally modern, many of them have already been built
with climate-sensitive and green technologies, they’re efficient and they meet
the needs of a modern digital economy,” Steinberg explains. “We have a planning regime which is sensitive to the historical and architectural heritage of
the cities. Monument protection and sustainable development are key criteria.
The real estate business tends to function with a 3-5 year time horizon so, in
that context, COVID-19 will hopefully be seen as a relatively short blip, which
then went away.”
The industry expert is also chairman and CEO of Wing, one of the largest
privately held Hungarian real estate companies. “Our two primary areas of
activity are real estate investment and real estate development,” he says. “We
are the largest office developer in Hungary and are active in every sector of the
market: we also develop residential properties, hotels, shopping centers and
industrial properties.
“Some of our landmark buildings are Telekom Group’s headquarters,
which is the biggest office building in Hungary with a gross area of 100,000
square meters, and the East Gate Business Park, which is one of the largest and
most modern industrial and logistics facilities in Budapest.”
8
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A growing base
for service centers

Property boom
bodes well for 2021

Top foreign firms view Budapest
as an ideal base to grow their
corporate business service centers

Budapest’s appealing business
climate has brought big investment
in office space and logistics facilities

Over the past 25 years, Hungary has grown as
an attractive and sophisticated hub for business
service centers, with the sector now comprising
nearly 100 companies employing more than
40,000 people, mainly young professionals
speaking multiple languages.
Household names from a range of industries,
including Emirates, GE Hungary, Citibank and
Nokia, have set up operations here to handle vital
operations such as finance, accounting, human Jeroen Kirschbaum
resources, customer service and IT. Hungary’s Lead Country
young and talented workforce offer the techno- Manager
ExxonMobil Hungary
logical skills and business knowledge that major
international companies treasure. One leading overseas investor taking advantage of the country’s human resources and favorable location at the heart of
Europe to develop international service centers is ExxonMobil. The American
multinational oil and gas corporation established a shared service center in
Budapest in 2004 that now employs around 2,000 people from 80 countries.
In a clear sign of its long-term commitment to the country, the energy giant
recently took up new offices to better serve its large, global customer base.
“Key functions in the center include financial reporting, financial accounting analysis, business analysis, digital analysis and systems, data management,
tax reporting and analysis, and IT operations,” reveals Jeroen Kirschbaum,
lead country manager and lead controller, ExxonMobil Global Business Center Hungary. “We also have very significant business departments here that
provide support to both our fuels value chains, from a logistics perspective and
from a customer service perspective, in addition to our commercial operations
for our upstream business as well.

Hungary’s global attractiveness for businesses and industries is not just reflected in its headline macroeconomic indicators like gross domestic product
and foreign investment inflows, but also in the impressive number of commercial and industrial projects taking place across the country.
The increasing level of stocks in certain industries (FMCG, food), the
growth of e-commerce and shortening of production and supply chains, relocating them closer to target markets, has significantly increased warehousing
needs, a market being tapped by innovative, industrial real estate development
company, HelloParks. The new and rapidly growing business offers comprehensive, client-centered solutions from land development to building construction and site maintenance.
In addition to attractive rents and flexible terms, the new HelloParks
industrial sites feature a comprehensive services package, above and beyond
warehousing functions. As a first step, the company is planning to develop
megaparks around Budapest, later expanding into the countryside, where customers can operate warehouses as well as light industrial plants.

HUNGARY

HelloParks’ industrial and logistics center is one of the largest

“There has been very intensive growth in
office demand and a decline in vacancy rates,”
explains Gábor Futó, founder and co-owner of
Futureal Group. “There has been migration to—
and urbanization of—Budapest, and significant
amounts of outsourcing from western markets in
terms of shared service centers, business process
outsourcing, research and development centers.
Hungary still offers a huge yield compared to
Western European markets, and the credit quality
of the tenants is basically the same. HelloParks is
newly launched, but we already have a 500,000
square-meter pipeline for logistics.”

Gábor Futó
Founder and CoOwner, Futureal
Group

“There are more than 130 shared service
centers in Hungary, so this sector is an
important part of its economic system.”
Jeroen Kirschbaum,
Lead Country Manager, ExxonMobil Hungary

“There are more than 130 shared service centers in Hungary, so this sector
is an important part of its economic system. The sector is still growing, partly
driven by its own ongoing successes. Typically, companies start this type of
shared service centers because there are cost benefits, with a significant opportunity to migrate from higher-cost locations.
“Beyond supporting the businesses in Europe from primarily a back office perspective, we’ve become an integral part of the business, at the heart
of operations. We are playing a critical role to provide the insights and are
fundamental for the business to be able to win in the market-place,” he adds.
www.country-reports.net
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Manufacturing hub
to innovation and
R&D center
Competitive labor costs coupled
with government incentives to
promote R&D and innovation have
enticed investment in manufacturing
For decades, Hungary has had a tradition of manufacturing excellence, an
attribute that, thanks to a series of successful government promotions, has
been only enhanced in recent years. Leading automobile producers have
invested in state-of-the-art assembly lines in the European Union country in the past, while the sector is seeing a new wave of investment in the
e-mobility sector at present, with two global giants in electric-vehicle battery
manufacturing setting up plants.
“Since 2014, we’ve focused on the two key mega trends in the automotive
industry: electric mobility and autonomous driving,” says Hungarian Investment Promotion Agency CEO, Róbert Ésik. “In 2019, we welcomed ten
different investment projects in the e-mobility sector that totaled €2.9 billion.
Audi has launched its e-transformation project and is producing its e-engines
only in Hungary, while Germany’s Schaeffler Group is building a greenfield
facility at Szombathely for e-mobility components. We’ve really strengthened
Hungary as a hub for electric mobility in Europe.”
According to Farkas Bársony, president of the American Chamber of
Commerce in Hungary, the country’s transition toward innovation, research
and development has created higher-added-value jobs. “We need a strong
paradigm shift: Hungary cannot always remain the country of cheap and unlimited labor,” he says. “We have almost full employment, so we can no longer
talk about unlimited labor resources, that are not cheap now. We must strive
to create an innovation hub in this competitive region. We have advanced

WE TAKE CARE
OF WHAT YOU
CARE ABOU
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Hungary is becoming a hub for electric mobility in Europe

transport, telecoms and logistics infrastructure that make a good base.”
As head of one of Hungary’s flagship and oldest manufacturing brands,
Joerg Bauer is well qualified to comment on the great strides achieved by
the sector in recent years. “Unlike many other countries, Hungary has not
given up its manufacturing sector in exchange for services, and so it can now
build on it, and embrace Industry 4.0 and the Internet of Things,” states the
president and CEO of Tungsram Group, a firm renowned for its lighting,
particularly in the industrial, automotive and aviation fields. “This could be
the Hungarian model of the future, and increase productivity and output
per person. That, in turn, would allow higher salaries and better standards of
living without compromising on competitiveness. Hungary can be the place
where you take more sophisticated activities, a combination of innovation and
manufacturing. This could be Hungary’s specialty.”
Another innovative and award-winning Hungarian company enjoying
resounding success in export markets is Wellis, a market-leading manufacturer
of jacuzzis that has cornered much of the market in less than two decades.
The firm is now Europe’s largest spa manufacturer and relocated plants from
China to Hungary over a decade ago. A new factory close to the border with
Slovakia will boost hot-tub capacity to 25,000 units in 2021 from 15,000 in
2020. “In Europe, we still have plenty of room to grow as the hot-tub market
is relatively new when compared to the U.S.,” says Ákos Czafik, Wellis’ founder and managing director. “We entered the U.S. market in 2019 through
distribution centers on the East Coast. We’ve already established 50 new
partners and our product has been well accepted, as there were no European
products in the U.S. market before. At the beginning it was difficult to break
the ice, but we have spread very quickly. The U.S. offers huge potential for our
company and our products.”

Did you know?

IN THESE DIFFICULT TIMES, WE ARE
BY YOUR SIDE TO GRANT STABILITY TO YOUR FUTURE.
#ALWAYSTOGETHER
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Average Hungarian
wages are about 40%
of those in the EU

700 automotive firms
contribute 4.5% of
Hungary’s GDP

Financial Times ranks
Budapest in East
Europe’s top 10 most
attractive FDI cities

Hungary has Europe’s
2nd highest road and
6th highest railway
densities
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Hungarian
entrepreneurs
harness innovation

Transition towards
knowledge-based
economy accelerates
Aiming to boost innovation and
R&D, the government’s education
reforms should trigger a knowledgebased economy and reinforce firms’
global competitiveness
Tightening cooperation between universities and industries and stimulating applied science are some of the objectives of these reforms, states
László György, State Secretary for Economic Strategy and Regulation at
the Ministry for Innovation and Technology. “We are changing the leadership model of our universities from state-owned and state-led to privately-owned and privately-led,” he explains.
The first to implement such change was Corvinus University of Budapest, a prestigious establishment with 11,000 students and many former
alumni within the country’s political and economic elite. Rector András
Lánczi welcomes the reforms of the education sector: “This change of higher education policy is an evidence of innovation in Hungary,” he says.

12
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Gepida Ltd. is the dominant player in Hungary’s e-bikes sector

These reforms should also help boost entrepreneurship in the country, and enable the
emergence of further business success stories
such as bike manufacturer Gepida Ltd. Started
in a garage nearly 30 years ago as an importer of
bikes from Italy, the company has grown into
a modern manufacturer and leading exporter.
Its innovation in design, production, sales and
distribution channels have allowed the firm to
rapidly conquer foreign markets. With a quality György Berkes
approach at its core—all its frames come with Managing Director
lifetime warranties as standard—Gepida’s bikes Gepida Ltd.
feature creative and sophisticated design, precise assembly, modern technology and lifetime warranties, with its move into e-bikes underscoring its
ambitions and innovativeness.
Since 2011, the company has developed its e-bikes in close collaboration with Bosch through the use of the German multinational engineering
and technology company’s modern drive units. The main parameters of the
state-of-the-art systems include a range of 120 kilometers. Gepida’s product
portfolio includes standard city e-bikes, tandem bikes, folding bikes and
cargo bikes. “We found our way is uniqueness, that is, to develop unique
bikes for niche markets and go to new markets with those models,” reveals
György Berkes, managing director of Gepida Ltd. and CEO of Olimpia
Bicycle Ltd. “Manufacturing unique products is opening new markets for
us. With this strategy we don’t need to produce thousands of bikes. If we
have these unique things with better margins, it’s fine. We would also like
to make unique software for our bikes. We launched our new sales channel
in Hungary: an online web-shop in 2020 and will start building the online
business in the Czech Republic, Slovakia and Germany from 2021.”
Although the clear market leader in the Hungarian e-bikes segment with
approximately 40 percent market share, Gepida has also enjoyed increasing
success in foreign markets. “We’re present in 30 countries right now and
are negotiating with different distributors with a view to them representing us in countries like France and Portugal as we continue our growth
trajectory,” Berkes adds. “Gepida is a patented brand name in many fields
around the world, and we’re certainly open to licensing agreements for our
quality products. The ‘Made in Hungary’ label is a very strong advantage in
Hungary. In the U.S., the ‘Made in Hungary’ label is equivalent to ‘Made
in Europe’, and means a very precise, good quality, high-end bike.”

One of the country’s leading brands
has made an international impact by
designing novel products that make
both dog owners and their pets happy
In 1997, two Hungarians started a business in a
15-square-meter garage that has gone on to become one of the country’s biggest and most-recognized global brands: Julius-K9®.
Today, the multi-award-winning company is
a leading manufacturer of high-quality, innovative harnesses and other accessories for the world’s
dogs and their owners, with a turnover in excess
of €20 million a year and 500 employees. Julius
Sebő, CEO and founder, explains why and how Julius Sebo
“
he set up the business: “I had been working in CEO and Founder
®
Austria as a dog trainer and felt there wasn’t any Julius-K9
really good equipment for service dogs to boost their performance or help
them in their work. I decided to design and manufacture it myself, but for the
first three years, I did nothing but research the market and poll police chiefs
on their precise expectations and needs regarding equipment and accessories.”
This attention to detail paid off, with Julius-K9® finding initial success
by becoming, for example, the first in Europe to manufacture bulletproof
vests for military dogs. But the company really took off after exhibiting at
the Dortmund World Dog Show, in 2003. “We had an amazing response to

“98 percent of our products are made in
Hungary. To make a perfect dog harness, we
need to control the entire manufacturing process
as well as the production of the raw materials.”
“ CEO and Founder, Julius-K9®
Julius Sebo,

our harnesses. That’s when I truly understood the essence of innovation: you
need to be ahead of your time in such a way that it affects people’s intellect and
touches their heart too. We realized there was demand for our products from
all kinds of dog owners throughout Europe.” Rising sales meant that the firm
soon had the funds to build its first manufacturing plant, one of a number of
Hungarian production facilities it now operates. “98 percent of our products
are made in Hungary. To make a perfect dog harness, we need to control the
entire manufacturing process as well as the production of the raw materials.
That’s why we have also invested in metallurgical, plastic and textile works.
By ensuring that we put out high-quality goods, we can show due respect to
our customers and lead the way in environmental consciousness,” he asserts.
www.country-reports.net

The European market for pet accessories and food is worth €36 billion

Julius-K9®’s products are designed to fit different lifestyles, with popular
ranges available for urban dogs and those that love rural hikes. But its first innovation to prove universally popular was a line of customizable textile patches
for harnesses announcing that a dog was a drama queen, the boss or single, for
instance. “Our ‘speaking harnesses’ had a big impact on owners and appealed
to non-dog lovers as well because they made people laugh. We created patches
with thousands of inscriptions that you can change according to the message
you want to communicate through your dog’s harness,” Sebő discloses.
By 2009, the brand was a global force but that had attracted numerous
counterfeiters, he adds. “Copycats were squeezing us out of markets and challenging the identity of our business, which is characterized by innovation. We
started to patent our products and enforce our legal rights. After winning legal
battles, we regained our place on supermarket shelves and decided to never
again release a product without it enjoying legal protection in all vital markets.
Thanks to this, we have seen constant annual growth of around 5-10 percent.”
The company’s intellectual property rights are now estimated to be worth
over €20 billion and Julius-K9® will maintain this by diving deeper into innovation, he asserts. “We are inventors and I insist on keeping it that way.
Throughout the years, we’ve constantly taken product innovation to the next
level in order to surprise consumers. When it comes to their dogs, owners now
want the same kind of technological applications that are available for humans.
In our latest innovations, we are using analog and digital instruments to analyze movement patterns and micro-vibrations when you walk your dog—our
Longwalk harness is designed to dampen and absorb micro-vibrations, which
has a beneficial effect on humans and dogs alike. My plan is to rewrite history
with innovations, so this year we will introduce an intelligent dog harness.”
The Julius-K9® brand umbrella has also expanded to cover a wide range of
bestselling products, including dog food and washable human facemasks that
perfectly match the material in one of its harness ranges. Currently, there are
220 Julius-K9® trademarks around the world. The company has offices in a
number of key markets, such as Florida, as well as a vast wholesale affiliate network and licensing agreements with large international pet companies. Sebő
would like to see other innovative goods being marketed under the Julius-K9®
name and would be willing to license more products to companies that have
the capacity to service the brand properly. “A major target market is the U.S.,
while Europe remains important, and serves as our laboratory and testing
ground. But our biggest priority markets are always the ones where dogs are
loved and have an increasing role in society. We live in difficult times, when
dogs are good companions as they keep us inspired.”
13
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The Hungarian
devilish drink that
conquers the world
One of the world’s fastest-growing
beverage brands puts the capabilities
of Hungary’s manufacturing in the
international spotlight: HELL ENERGY
Established 15 years ago, family-owned HELL
ENERGY has achieved explosive domestic and
export success to become the third-biggest energy drink manufacturer worldwide after Austria’s
Red Bull and the U.S.’s Monster Energy according to estimations, with a presence in over 50
nations on five continents and market leadership
in 10 of those countries.
Its dynamic expansion shows no sign of slowing: the firm has continuously seen double-digit Barnabas Csereklye
annual growth to reach revenues of over $170 Managing Director
million in 2019 and, despite COVID-19, in 2020 HELL ENERGY
its sales rose by another 20 percent. The vision driving the firm hasn’t changed
since day one, says managing director Barnabas Csereklye. “The owners recognized they could create a premium-quality energy drink that tasted good at an
affordable price. They developed a recipe and, at a tasting, someone described
it as ‘hellishly good.’ That gave the brand its name and, within four years, it was
market leader in Hungary.” The quality of its products is reflected in the fact that
they contain only top-quality ingredients. “For example, we don’t use artificial
sweeteners, only best-quality granulated sugar as this ensures real energy and,
unlike some competitors, the shelf life of our drinks is thanks to pasteurization
not artificial preservatives,” he stresses. In addition to quality, HELL’s products
are characterized by innovation. Every year, new products are launched to meet
the needs of different audiences. Today, the range that is almost exclusively
packaged in aluminum cans includes energy drinks with varying levels of caffeine, beverages for active lives, milk-based energy coffees and other functional
drinks enriched with beneficial ingredients such as vitamins. “As an illustration,
one of our brands, FOCUS, has been proven to enhance attention capability
by 26 percent,” notes Csereklye. Ensuring wide availability has been central to
HELL’s export success, he explains. “Our vision is to become market leader
in every country in which we operate. We arrive in a new market, build our
presence, and invest in local marketing and sales. This is how we became leaders
in Hungary, Croatia, Serbia, Macedonia, Slovakia, Romania, Bulgaria, Greece,
Cyprus and Azerbaijan. In some countries we set up a subsidiary, in others we
work with a distributor that can give HELL its full attention.” Countries the
company has recently entered where this approach is paying dividends include
India and the U.K., while its next expansion could be into Africa. HELL’s
marketing communications are equally effective. It established international
awareness by sponsoring the AT&T Williams Formula 1 team in 2009 and,
since 2018, has centered its prominent advertising campaigns on a man who
embodies the brand’s energy, strength and quality: Bruce Willis.
14

Providing energy

HELL ENERGY launches at least four new products every year

Another reason HELL stands out is that it is a fully integrated vertical company. “We are self-sufficient: we do our own canmaking, filling, warehousing
and logistics. No other soft and energy drink manufacturer in the world has
these capabilities,” Csereklye says. The company built its first filling factory
in northern Hungary in 2010. Since then, it has invested over €280 million
in expanding its facilities in order to keep up with the exponential growth in
demand and reliably guarantee the highest production standards. Today, it
boasts three ultra-modern high-speed filling factories. The first two of these
can fill nearly 3 billion cans a year and are fitted with cutting-edge equipment
from Germany’s KRONES. In September, Hungary’s Minister of Finance cut
the tape at the opening of HELL’s third filling factory, a 13,000 square-meter
facility that can produce 50,000 cans of premium energy coffees an hour using
Hungarian milk. A previous milestone came in 2017, when HELL opened
Hungary’s first canmaking plant with the help of U.S. leader Stolle Machinery.
Already one of the largest of its kind in the world, its capacity is set to double in

“We want to make a difference by creating the
best possible solutions, not only for the company
but also for our environment and society.”
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Barnabas Csereklye, Managing Director, HELL ENERGY

2021. “We have also invested in the most modern technology for warehousing
and logistics—there are only three other factories in Europe that have our kind
of wall-to-wall production. We strive for excellence in terms of best-practice
manufacturing: our factories are certified to the highest level in our sector,
FSSC 22000, and we have received many industry awards,” he reveals.
HELL is also leading the global sector toward circular economies and
sustainability. In June, it signed a contract with Norway’s Hydro to move
production of its drinks into cans made of CIRCAL75, the world’s greenest
aluminum, according to Csereklye. “It contains at least 75-percent recycled
post-consumer scrap and we are the only beverage company in the world using
this very environmentally friendly material. By utilizing CIRCAL75, as well as
advances we have made in reducing can thickness, we are decreasing our carbon
footprint by 60 percent.” 5 percent of HELL’s products are currently packaged
in polyethylene terephthalate (PET) bottles but it has committed to reducing
this to 1 percent in favor of aluminum. “It has clear advantages: its infinite
recyclability, longer shelf life and cost efficiency, while PET is a root cause of
many global environmental problems. As a multinational, we want to make a
difference by creating the best possible solutions, not only for the company but
also for our environment and society,” he concludes.

mvm.hu
www.country-reports.net
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Debrecen: Hungary’s
investment hotspot

Energy: Objective
decarbonization

Bordering several countries, Debrecen
is a vital economic, educational,
cultural and services hub

Hungary’s strategy for energy looks
to balance the needs of the climate
with those of the economy

With 220,000 inhabitants Debrecen positions as Hungary’s second-largest
city and a fast-growing investment and manufacturing base. Over the past
seven years he’s been in power, Mayor Dr. László Papp has seen an impressive amount of foreign direct investment (FDI) flock to the city, including
world-class names like BMW, which is building a €1-billion assembly plant
near the city. Debrecen is a genuine success story that epitomizes the investment narrative of Hungary, as Papp explains.
What are some of the unique flavors or attributes of your city? How does
it stand out in Hungary, as well as in the wider region?
Debrecen has twice been the country’s temporary capital and has grown
in importance over the last two decades, when we placed great emphasis on
urban development, infrastructure and quality of life. I became mayor in
2014, with the goal of strengthening the economic position of the city, that
was my priority. The past seven years have been about building our economic
development strategy, with more than €2.2 billion of working capital coming
here and 8,000 jobs created.
What are some of the major developments that have taken place in Debrecen since you took office?
In addition to BMW, we’ve attracted significant investments and, despite
the pandemic, have maintained the pace of FDI, with €180 million secured
from Chinese company Semcorp. The firm produces batteries for electric
vehicles, while Swiss sensor maker Sensirion also announced investment here.
One of the reasons Debrecen attracts such investment is our authenticity,
which is an important value for us. Traditionally, we’ve invested in industrial
development but, in line with the government’s priorities, we’ve also made
significant investment in education in recent years.

“The race for FDI is won in the classroom; this
means our education system is centered on
the economy and fiscal matters. We adopted
a massive education development strategy in
2015 and now count over 72,000 students.”
Dr. László Papp, Mayor of Debrecen

The human resources question plays a central role in the negotiation with
prospecting foreign investors. In fact, Debrecen adopted a massive education
development strategy in 2015 and now count over 72,000 students, a number
that is still growing. We believe the race for FDI is won in the classroom; this
means our education system is centered on the economy and fiscal matters.
We also have an English-language IB international school, the International
School of Debrecen, which provides education from kindergarten to the high
school diploma program. In 2022, Deutsche Schule, the only German-lan16

The building of the International School of Debrecen was the Golden
A’Design Award winner in 2019–2020

guage school in the region, will open its doors.
A second element central to our strategy of
attracting investors is our focus on industrial infrastructure. One of my first decisions as mayor
was the development of industrial infrastructure,
with the city acquiring 1,000 hectares of industrial area—75 percent have acquired investors
already. This is a huge competitive advantage in
our negotiations and means we offer fully developed industrial areas, with all public utilities and
infrastructure available.

Dr. László Papp
Mayor of Debrecen

In line with its partners in the European Union (EU), Hungary aims to
reduce its greenhouse gas emissions by 40 percent by 2030, while a commitment to becoming climate neutral by 2050 was enshrined in law last June.
But with 60-70 percent of its power currently coming from imported
hydrocarbons and electricity, the government’s energy strategy has three additional targets: security, independence and competitiveness. To meet all its goals,
the country is phasing out coal and investing in decarbonized energy. “Hungary performs well when it comes to emissions; we don’t emit our full quota,”
points out Zoltán Kovács, Secretary of State for International Communication
and Relations, and International Spokesman for the Cabinet Office. “Nuclear
energy plays a major role in this. We believe the EU’s climate goals can’t be met
without it and are extending the lifespan of Hungary’s existing nuclear plant.
Solar will be the second leg of Hungary’s energy strategy and the necessary
investment environment is being created accordingly.”
The country’s photovoltaic capacity grew from 300 MW in 2017 to 2
GW in 2020. The ambition is to raise that to 12 GW by 2040, with the
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government supporting this through attractive tenders for large projects and
the introduction of subsidies for households this year. To integrate this vast
quantity of renewable energy, the country is modernizing its grid networks.
Decarbonization is also being encouraged through programs for energy efficiency, electromobility and green heating, which are being accelerated by innovative operators, such as oil and gas giant MOL Group, state-owned utility
MVM Group and multinationals like E.ON. However, gas will continue to
be important for flexibility and back-up capacity. Part of the country’s strategy with this fuel is to gain security by diversifying away from Russia and a
few other suppliers. A major step toward this was made in September, when
MVM signed an agreement with Shell that will see Hungary get 10 percent of
its future gas needs from Croatia’s new liquefied natural gas terminal.

Debrecen is close to several countries, how good is your transport infrastructure and regional interconnectivity?
Debrecen is the only city in Hungary that has direct motorway connections in all directions of the compass. In addition, we have an international
airport that has enjoyed strong growth in recent years. Other significant transport development projects include rail connections built in relation to the big
industrial investments.
How will you rebuild the tourism sector post COVID-19, and how do
your plan to stamp the city on the maps of national and foreign visitors?
Debrecen and its wider region are an interesting tourism destination, with
historic wine regions, wonderful rivers and the proximity of the Carpathian
Mountains. Our conviction is the wider region must adopt a common tourism
development strategy and that Debrecen, with its international airport, should
serve as gateway to the region. In addition to natural tourism motivated by
sightseeing, mountains, national parks and so on, Debrecen also has tradition
in the field of economic tourism, including conferences. As a university town,
it has served as venue for several major international conferences in the past.

Brand-new conference center with 2000 pax auditorium and 24+ meeting rooms set up with the latest
conference technology.
Two new event halls, totaling 60.000m2 new and updated event space and a state-of-the-art entry hall.
UNLIMITED solutions for all types of events in
Budapest, one of Europe’s favorite capitals.
Contact:

HUNGEXPO 2021

HUNGEXPO Budapest Congress
and Exhibition Centre
event@hungexpo.hu

Agnes OPITZER

Director of Hosted Events Sales
+36-1-263-6087
opitzer.agnes@hungexpo.hu
event.hungexpo.hu/en

What is your final message to conclude this interview?
Debrecen is the city of the future in Central Europe. The Financial Times
has twice selected us as the continent’s small city with the best FDI strategy.
We are very proud to use this title. This year, we ranked second in that same
competition, the first time a city has retained a place on the podium. We are
on a stable growth path, with an excellent economic and educational ecosystem and a good quality of life.
www.country-reports.net
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MOL’s Danube Refinery is one of Europe’s five most profitable

MOL’s service stations lead the market in four countries

MOL is now investing in solar power

MOL’s new polyol production plant is 70 percent complete

Beyond fuels for a
low-carbon world

Below, chairman and CEO Zsolt Hernádi
provides an update on MOL Group’s ongoing
transformation. But first, what is his view on
the outlook for the global oil and gas industry?
While most experts predict recovery and a return to pre-crisis economic performance by 2022
or beyond for most, in our industry the golden
age isn’t coming back. That’s over and far deeper
transformations will happen very soon throughout the industry. In 2016, when MOL issued its Zsolt Hernádi
2030 strategy to start to transition for the future, Chairman and CEO
we had predicted that demand for hydrocarbons MOL Group
would eventually drop. We knew the time was coming when we would see
more and more pressure coming from regulators, investors, consumers—practically the whole of society—for a change to a more environment-friendly
world. We forecast a 30-35 percent demand drop for the 2040s. Although we
knew this time was coming, we couldn’t have imagined that it would already
have arrived by 2020. We need to speed up the green energy transition and,
while many other oil and gas companies have said this now, MOL has taken
concrete action in the right direction over the past five years. However, in some
areas the speed of MOL’s transformation has to be even faster and deeper than
we thought five years ago.

Lately, we have been focusing far more on petrochemicals: at what kind of
feedstock we can provide from our refineries for chemicals and what type of
investments we have to make to meet the demand of the future. We have analyzed the value chain to find the points where we have competitive advantages
and, based on that, made carefully selected investments. One of our biggest
organic investments is $1.4 billion in a polyol production plant in Hungary,
which is now 70 percent complete. Once finished, our value chain will be
further extended and our portfolio will be widened by a high-value product
with stable and increasing demand outlook for decades.
MOL is also working to improve consumer services at its service stations.
We are constantly looking at how to improve and extend their product portfolio in order to increase convenience for our customers. We are using more and
more digital solutions in our customer interactions. For instance, with infrared
technology we can analyze how people are moving in a service station and
what they buy. Depending on that, we can immediately change our supply to
stations, our product portfolio or we can even change the layout of interiors.
In parallel to this, we are intensifying our work around plastic recycling. Everybody knows we need plastic, it’s in our everyday life: we love plastic. What
we don’t love is plastic waste. With that in mind, we have acquired a German
compounding company, Aurora, which has strong research and development
(R&D) capabilities around plastic waste materials and their recycling. In addition, we have created a strategic partnership with another German company
using a different technology for plastic waste. We have also invested in a rubber
bitumen plant. Based on our own license and R&D technology, this allows
us to recycle about 500,000 used tires a year that we put into the bitumen,
which improves the quality of the product. The next big thing will be waste
management: how to make value from waste more efficiently.
In terms of further actions, we have started to think about the circular
economy, because we all want to live in a better environment; and for that you
need more recycled goods. We have created collaborations with universities to
look at what kind of technologies we can develop that are achievable in the
market and how deep we can go into the circular economy. MOL will continue to produce fuels because, whatever we do, most cars in the next 10-20 years
will still use classical fuels, we can’t avoid that. It’s unrealistic to expect to replace
the entire car and truck fleet from one day to the next—it requires decades.
But we have to search for new solutions we can use to be more efficient. Traditional fuel consumption will decrease, demand will decrease and sooner or
later some refineries will have to shut down, with only the most efficient surviving. Efficiency and productivity are a must for us but, in parallel, we have
to look at how we can decrease the footprint of our refineries and activities by
implementing new technologies.

In December, MOL opened a new polyol research and development
(R&D) center in Hungary. The company plans to cooperate with several
Hungarian universities and independent research institutions on projects
at this facility. Why have you chosen to engage in these collaborations?
In our R&D generally we need as much close cooperation with universities as possible. Luckily, the policy of the Hungarian government aligns with
this and it is pushing universities to collaborate with big industry players.
The universities have the role of bringing in the latest knowledge, trends and
technologies. Today, you can’t be sustainable without profit and you can’t be
profitable without sustainability. They go hand in hand and, in the future, will
only be more intertwined. With that in mind, we are cooperating with several
universities. This is the way forward for us.

Leading oil and gas companies are
ensuring their long-term future by
transforming their activities in a
rapidly changing environment
The golden age of the traditional hydrocarbon business model came to an
abrupt halt in 2020, according to many industry pundits.
The pandemic caused global demand for oil to temporarily drop, in Central and Eastern Europe (CEE) by up to 40 percent, causing already low crude
prices to plummet further. But the longer-term problem for many oil and gas
companies is that governments started speeding up their move to a low-carbon
future. The European Union, for example, launched its €1,800-billion budget
that will be invested fully in line with the 2050 net-zero goal of the Green Deal
(budget for the 2021-2027 period). However, some firms at the forefront of
the industry are proving remarkably resilient to these changes. They are the
ones that had already introduced plans to transition their models toward a
world demanding less fossil fuel, which they accelerated in 2020.
Among the first to recognize and act on the need for transformation was
Hungary’s biggest corporation, MOL Group. In 2016, the fully integrated oil
and gas giant with a market capitalization about $5.6 billion started to implement its MOL Group 2030 Strategy to build on opportunities it saw emerging in a changing environment for hydrocarbons. This wide-ranging strategy
covers all the group’s diverse operations. Upstream, the focus is on maximizing
value from its exploration and production activities in 14 countries, including
Pakistan, Norway, the U.K. and Russia. It aims to keep its Hungarian and
Slovakian refineries among the top five most profitable in Europe by boosting
efficiency, technologies and widening their production portfolios. MOL also
plans to invest around $1.5 billion/5 years until 2030 in order to become
CEE’s biggest player in chemicals and to enter new business areas. In addition,
its chain of almost 2,000 service stations in CEE make MOL the sector’s leading fuel retailer in four countries and a successful brand in five others. As part
of its 2030 strategy, the group is increasing the emphasis those outlets give to
consumer and mobility services such as car sharing, fleet management and
public transport.
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As part of MOL’s 2030 strategy, you are looking to refocus priorities from
fuels to chemicals and fuel to consumer-goods retailing, as well as at entering new sustainable business areas, for example. What recent progress has
been made in these areas and how has your strategy developed since 2016?

MOL Group in numbers
25,000 employees
in 33 countries

Refinery capacity of
379 mbpd

Oil production of 114
mboepd with 270
mmboe in reserves

~2,000 service
stations, 1,000,000
daily transactions

www.country-reports.net

How important is the group’s high level of integration to its future?
The resilience of MOL’s performance in 2020 was definitely thanks to
our diverse portfolio. In a normal year, there is a natural hedge between our
upstream and downstream activities: if the price of crude oil goes down, the

“We need to speed up the green energy transition
and, while many other oil and gas companies have
said this now, MOL has taken concrete action in
the right direction over the past five years.”
Zsolt Hernádi, Chairman and CEO, MOL Group

margins in downstream are increasing and vice versa. So we want to keep a
leg in upstream activities to retain this hedge. On the other hand, we want to
reinforce our downstream presence in South and Central Europe. The petrochemical and retail sectors have a great future, so we want to be present in these
markets, extending our value chain, increasing profitability and efficiency, getting closer to consumers and providing them with more services.
The world has just entered what may be another tumultuous year. As a
business leader, how would you advise others to approach it?
Historic times sometimes need historic decisions. The first thing to do is
focus on educating and using our talented people, as they are the only really
valuable thing an economy can have. The second thing is that we have to have
a different understanding of what globalism means. As a company leader, you
have to be responsible for those working in your company, for the customers
that are buying your products and using your services, for your investors and
for all the communities affected by your activities in any way.
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Local power industry
bets on renewable
and nuclear sources
Hungarian utilities are driving
Central Eastern Europe’s transition
to electricity and natural gas
systems that are cleaner, more
reliable, secure and smart
With half of its electricity coming from non-polluting nuclear energy, 23 percent from comparatively low-carbon gas and 12 percent from
renewables, Hungary emits fewer greenhouse
gases than most in Europe. But the nation wants
to clean up further by phasing out coal that contributes 15 percent of its power by 2030.
This plan is being spearheaded by MVM
Group, Hungary’s biggest utility and third-largest
company. State-owned MVM is a dominating György Kóbor
presence throughout its domestic electricity and Chairman and CEO
natural gas value chains, in both of which it is the MVM Group
market operator, the main wholesaler, an important retailer and has responsibility for distribution infrastructure. Also in its portfolio are the electricity
transmission network, substantial gas storage facilities and 3,800 MW of
generation systems that include the country’s nuclear plant, Paks. Nuclear will

“By 2025, MVM will be a carbon-neutral energy
and infrastructure company.”
György Kóbor, Chairman and CEO, MVM Group

continue to play an important role in electricity, says György Kóbor, MVM’s
chairman and CEO. “We believe it’s essential for a successful carbon-neutral
transition. We won’t necessarily expand its capacity, but will maintain it and
are currently building two replacement power units at Paks.” Instead, the gap
in capacity caused by closing coal will mainly be filled by solar. “Hungary’s
all installed photovoltaic capacity is 1 GW today and the vision is to reach 9
GW. MVM aims to capture a significant share of this. By 2025, MVM will
be a carbon-neutral energy and infrastructure company providing end-to-end
solutions for our customers,” Kóbor states.
Another way the group is boosting the carbon-free share of its generation
from an impressive 83.3 percent is by transforming its lignite-fired Matra
Power Plant into a flagship industrial cluster powered by cleaner energy sources, including a combined-cycle gas turbine facility, biomass and 200 MW
of solar panels. “We are investing about €1.3 billion in this project and we
plan to include available external funding for this as well,” he notes. Matra is
also being used for pilot investigations into the potential of, for instance, carbon-capture-storage technologies and green hydrogen, explains Kóbor. “For
20

MVM Group currently has solar capacity of 165 MW in Hungary

150 years, gas and electric supply has stayed the same. That has to change and
innovation is a central focus for MVM.”
Much of its innovative endeavors are targeted at expanding its value
chains. It is a frontrunner in Hungarian electric-vehicle charging and beyond-the-meter services, for example, and is growing its interests in areas
like gas as a transport fuel, telecommunications and construction. It is also
expanding an already substantial international presence, with the 13th largest
company in Central Eastern Europe having operations in 18 countries. In
addition to organic growth, the group will invest up to €1.5 billion within five
years in regional acquisitions to become one of Europe’s top 10 energy companies. Its commitment to this goal was demonstrated in 2020 when it acquired
Innogy CR, Czechia’s leading natural gas retailer. MVM is developing its gas
businesses throughout the region, Kóbor reveals. “Our Hungarian natural gas
storage capacity is the largest of its kind in the region and we have excellent
connections with all our neighbors to provide them with backup security and
flexibility. We are also building our regional wholesale supply model and have
booked significant capacity in Croatia’s new liquefied natural gas hub.”
To help implement its bold growth strategies, the group is readying itself
to raise funds from European capital markets, one step of which will be the
launch of a new, unified MVM brand image across all the group’s companies
and markets this year. “We are well on track to achieving one of the highest
levels of financial and economic maturity, which is to bring MVM Group to
the next level and attract independent investors. There has never been a more
exciting time to work in the energy industry and I’m very enthusiastic about
the future,” asserts Kóbor.

MVM Group in 6 figures
“

43.7 TWh of electricity sold a year
13.5 bcm natural gas sold a year
$5.82bn revenues in 2020 (preliminary data)
$550m EBITDA in 2020 (preliminary data)
16,468 employees

aquaticum Debrecen
Water Center

Great Forest

Cit y
of the
future

MVM runs Hungary’s largest network of
chargers for electric vehicles with 600 units
www.country-reports.net

Best FDI strategy
small cItIes
winner
Debrecen

City Center

Debrecen international airport

5 reasons
to invest in DebreCen
1 trimodal accessibility
2 Highly educated, skilled and

talented labor force
3 excellent business environment
4 strong incentives
5 Great quality of life
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Embracing
revolutionary
changes in energy
Smart grids, energy storage and
sustainable customer solutions
are future-proofing Hungary’s
power networks
Hungary’s electricity and gas services saw radical
modernization in the 1990s when privatization
of retail and distribution systems encouraged innovative multinationals to invest in the country.
One was Germany’s E.ON, which continues
to be a key player in the Hungarian energy sector’s
development. “Today, E.ON Hungária plays an
active role in electricity and gas distribution by
operating smart grids, and offering its customers
smart solutions and commodity energy. It’s a Attila Kiss
huge privilege that we currently serve more than CEO, E.ON Hungária
4.6 million customers in the country. In terms of
our grid responsibilities, we are the energy provider in the western and central
part of Hungary, operating more than 120,000 kilometers of power network–
that’s a third of the length of the equator,” says CEO Attila Kiss.
Over the years, E.ON has shown a commitment to contributing to Hungary’s economic success, he asserts. “Our goal is to be partners of the people.
We have a strong international background but E.ON Hungária is very
Hungarian as well. All our 8,300 employees are Hungarian.” Its commitment
was evident during the COVID pandemic, when, among other things, the
company introduced a moratorium on shut-offs for hard-up households,
implemented new digital channels for customers in record-breaking time and
announced that it would increase its planned 2020 investment program. “The
three important things for us are the health and safety of our partners, clients
and employees; guaranteeing the security of electricity and gas supplies; and
supporting the economy’s recovery,” Kiss explains.
E.ON Hungária is also committed to remaining at the heart of an evolving sector, he states. “There are huge changes taking place in the Hungarian
electricity market that are unparalleled since the 1990s and, worldwide, energy
is in the middle of a revolution. Every aspect of our lives is becoming more reliant on sustainable and green energy. This revolution is not without challenges:
E.ON must innovate in all aspects of our business to continue offering modern, customer-friendly services, as well as clean, smart and affordable energy.”
On the network side of its operations, E.ON is disrupting the linear grid
system of the past that delivered power from large plants to passive consumers.
“The future isn’t like that,” according to Kiss. “Sometimes our customer is
not just a consumer anymore but is also a producer generating solar energy.
We call them prosumers and we need a different kind of network to handle
this. Our new role is to be an enabling platform and this requires technology
and flexibility. That is why E.ON is focused on developing smart grids and
installing industrial-sized energy storage systems.”
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E.ON installed Europe’s biggest rooftop solar plant in 2020

E.ON Hungária is investing heavily in innovative projects that will create
this distribution platform. Having installed Hungary’s first grid-scale storage
facility, it has started work on the largest network initiative Hungary has seen
in decades: the Danube InGrid project. Partially funded by the European
Union (EU), this will bring more smart solutions into its electricity network,
allowing extra renewable energy to be connected. In another program co-financed by the EU, IElectrix, E.ON is adding mobile storage to the grid for
faster integration of renewables. Kiss highlights a third grid innovation. “Artificial intelligence-aided cameras on drones and cars can now monitor our grids
and identify failures the human eye would miss.”
The firm is also spearheading innovative end-user solutions covering areas
like customer care, photovoltaic systems, e-mobility and integrated energy
services. For instance, its unique digital app, DrivE.ON, lets people search,
book and pay to use its network of 120 countrywide electric-vehicle chargers.
“Currently, there are over 20,000 electric cars on Hungary’s roads. We have a
strong position in the market and are installing more chargers every year. We
also offer e-fleet services and were the first to introduce an e-scooter sharing
system in the country. I expect this market to develop fast and we would like
to play a significant role in it,” Kiss reveals. Last year, E.ON also installed Europe’s largest rooftop solar power plant—the size of 24 soccer pitches—on
Audi Hungaria’s logistics center.

“Our new role is to be an enabling platform and
this requires technology and flexibility. That is
why E.ON is focused on developing smart grids.”
Attila Kiss, CEO, E.ON Hungária

As well as supporting Hungary’s clean-energy goals, E.ON has its own
ambitious sustainability targets. It wants to be carbon neutral by 2040 and
to reduce its scope 1 and 2 greenhouse gas emissions 100 percent by the same
time, with its scope 3 emissions dropping to zero by 2050. “These targets
are the minimum we aim to deliver. We want to be at the international forefront in this and are driving sustainability topics in Hungary,” claims Kiss.
He is keen to stress that the firm’s strong reputation is based not just on its
high-quality services. “E.ON Hungária is not an independent entity, we exist
in harmony with our environment, and this company is not about pipes and
wires, it’s about people. Social responsibility is very important for us, with most
charitable support we provide being sustainable and energy conscious. E.ON
Group’s new marketing campaign has the message: ‘We has no limits.’ ‘We’
refers to us as a community. This is what differentiates our brand from others.”
www.country-reports.net
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Agriculture: A sector under revamp
Hungary’s fertile soil and favorable
climate makes it ideal for growing
many cash crops for export
Hungary’s agriculture is rich, diversified and export-oriented, utilizing nearly
60 percent of its entire territory for crops like wheat, corn, sugar beet, barley, potatoes and sunflower seeds. The industry is dominated by small and
medium-sized enterprises, which blend decades of tradition and knowledge
with a growing adoption of technology and machinery, but shun genetically
modified crops.
Between 2010 and 2019, agricultural exports increased by 60 percent to
€9.3 billion. Around 85 percent of Hungary’s total food production is transported elsewhere in the EU, mainly to Germany, Romania, Italy, Austria and
Poland, but producers are looking to extend their reach. Since 2015, the government has injected about €1.3 billion into the food industry. “We are strong
in grains and oil-seed production, but year on year these products represent
a declining proportion of our agricultural exports, because we have invested
effort in strengthening our country’s processing background,” explains Zsolt
Feldman, State Secretary at the Ministry of Agriculture. “Our ambition is to
strengthen the share of our high-value-added products, to diversify into other
markets and to boost exports to other countries beyond the EU.”
The official acknowledges that while his country is not as specialized

as many of its European rivals, it is very broad
ranging in its structure. Besides, the sector has
improved its processing capabilities so that—
unlike in former decades—farmers are not only
exporting basic products, but are also processing
them to an extent not seen before.
“New technologies, digitalization and preci- Zsolt Feldman
sion farming are fundamental to boost agricul- State Secretary
tural efficiency and enable more environmentally Ministry of
Agriculture
friendly production. Hungary was perhaps the
first country in the EU to prepare a strategy for the digitalization of its agriculture. We are now preparing the concrete projects and taking specific steps to
move forward in this field.”
Hungary’s leading agricultural conglomerate is Bonafarm, a big-league
player at the European level and a regional innovator with state-of-the-art
food processing plants. “Our overall export ratio is 25-30 percent,” says Attila
Csányi, CEO of Bonafarm Group. “We want to increase our pork meat exports in the EU, and in the long term gain market share in Japan and China.”
Meanwhile Hungary’s sparkling white wines have achieved popularity and
market share in many countries. The industry trailblaizer Törley Limited has
even become the number one sparkling wine seller in Quebec, Canada, ahead
of its numerous competitors. “Our founder’s motto was ‘quality and tradition’
and we have always stuck to that. It will also guide our future,” says György
Kovács, managing director of Törley.

“
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An expanding
and diverse food
basket for Europe
Hungary’s major agricultural players
are leading a transformation in
farming efficiency through the
introduction of advanced practices
“Between 2010 and 2019, we achieved one of
the strongest agricultural performances in the
European Union (EU), with our wide-ranging
output increasing by 31 percent and exports by
60 percent to reach €9.3 billion,” states State
Secretary for Agriculture Zsolt Feldman.
“Even so, there is huge untapped potential secured by the size of our arable land, we have more
water than we use, production here is cheaper, we
have strong expertise, tradition in the field and a Szabolcs Makai
focus on quality. Hungary could easily feed 20-30 CEO, Talentis
million people and yet there are only 10 million Agro Group
living here, so we can feed the surrounding countries as well,” asserts Szabolcs
Makai, CEO of Talentis Agro Group, the country’s largest farming operator and a great illustration of how the sector is developing. Part of Mészáros
Group, a substantial Hungarian conglomerate, Talentis Agro Holding was
established in 2018 but the 40 companies under its umbrella have long history
and solid reputation. “We are essentially focused on commodity production,
including meat, milk, eggs and crops,” Makai summarizes. With 20-years
experience at global giant Cargill, Makai was brought in as CEO to leverage
local know-how alongside his expertise to boost efficiencies and develop more
international sales, he notes. “Our aim is to become a Hungarian multinational player and we’ve been successful so far. After only one year, the group
saw natural growth, efficiencies and yields were up, and 2020 profits will be
even better.”
Animal husbandry is an area where Hungary has particular advantages, he explains. “Our raw materials like corn, wheat and sunflower are the
cheapest in the EU, and,
thanks to our fattening
Talentis Agro posted
capacities, we can pro€62 million in revenue
duce the cheapest meat.
and a €11-million
That’s an opportunity
profit in 2019
for investors: raise piglets
in the Netherlands or
It farms 45,000
Germany, for example,
hectares of land
and transport them
to Hungary to feed.”
It is responsible for
Talentis Agro itself
over 7,500 dairy
cows, 2,000 pigs and
is Hungary’s biggest
300,000 laying hens
milk producer, with its
Holstein-Friesian cows
www.country-reports.net

Hungary offers the perfect conditions for animal husbandry

providing about 65-70 million liters a year. As is the case on all of its livestock
farms, the group combines traditional breeding experience with modern digital production and hygiene systems, while animal welfare and health meet the
highest EU standards. Its top-quality milk, therefore, is much in demand and
50 percent is exported, mainly to Italy, while some goes to the group’s new premium cheese factory. Thanks to excellent breeding and rearing skills, Talentis
Agro is also prominent in the premium pork market, raising white pigs and
the renowned local mangalica variety. Additionally, its laying hens generate
65 million eggs a year in a highly mechanized, computer-controlled system.
Talentis Agro ensures livestock quality by producing tailor-made feeds
from crops grown on its own lands. In addition to animal husbandry, its corn,
wheat and sunflower harvests are used in seed production and food processing
at its mills and bakery. While Hungarian crop yields in general still lag behind
some in Europe, the group has capitalized on new technologies to cultivate
above the average. For example, its laboratory with state-of-the-art equipment

“Our raw materials like corn, wheat and
sunflower are the cheapest in the EU, and,
thanks to our fattening capacities, we can
produce the cheapest meat.”
Szabolcs Makai, CEO, Talentis Agro Group

and expert agronomists guarantee that seed quality is optimum. Another important crop is grape and Talentis Agro boasts wineries in Tokaj and around
Lake Balaton that create superior red, white and sparkling wines. In 2020, its
Tokaj winery became one of the first in the region to gain International Food
Standard certification, which is expected to bring soaring export interest.
Talentis Agro has already made a significant contribution to Hungarian agricultural development, but its ambitions go further. It has identified
three areas it would like to grow to expand its Hungarian market position
and international reach, especially in Central Europe: crop production, dairy
and the egg-laying industry. The rest of its portfolio will, however, remain
important as this diversity protects it in times of crisis, a fact proved during
the COVID-19 pandemic. “To achieve our goals, we want to learn about new
technologies for raising yields and production. Also, labor is hard to find in
Hungary and getting more expensive. So we need to invest in mechanization
and other technologies to increase efficiency,” claims Makai. “Finally, I want to
unify the group into one company that works as a single entity with talented
people—especially on the research and development side—which will help to
make agricultural industry more attractive for young people to join.”
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Until recently, Hungarian supermarket
shelves were totally dominated by
imported labels. That’s changing, as
domestic food processors capitalize on
the country’s great ingredients to create
products that whet the nation’s appetite
The Hungarian food industry is evolving, with strong brands gaining market
share from stiff international competition. At the front of this trend is Alföldi
Tej, Hungary’s second-largest dairy business and an important pillar of the
food sector. Established in 2003 by around 80 farmers that own the company, it is one of the country’s top-500 companies in terms of turnover, with
revenues exceeding €157 million per year. CEO Mónika Rózsás explains
why Alföldi Tej’s products have captured Hungary’s taste buds.
We have built two very strong brands by using high-quality materials from
Hungary. Magyar—which translates as “Hungarian”—is aimed at the whole
population and is a market leader for basic dairy products. Riska, on the other
hand, is targeted at younger people and children. We only process Hungarian
milk and have two production sites, one in the city of Székesfehérvár in West
Hungary and the other in the eastern region of Debrecen. Our farmers collect
over 700,000 kilograms of milk every day, from which we produce foods such
as fresh and UHT milk, cream, butter, yogurt, traditional quark, sour cream
and the popular Hungarian cheese: Trappista. Most of our products are sold
domestically and can be found on the shelves of almost all retail chains. The

“Alföldi Tej remains at the forefront of the
market because it innovates simultaneously
in its products, manufacturing and
technology.”
Mónika Rózsás, CEO, Alföldi Tej

quality of our goods has brought international accolades. For example, we have
seven awards from Superbrands, the world’s largest arbiter of brand strength
and value. One of these was for a lactose-free milk product that was named
product of 2017, the same year that Riska won the International Certification
Association in Switzerland’s Best Buy Award for its price to quality ratio.
Alföldi Tej opened its state-of-the-art Debrecen plant in 2019. This has
the capacity to make premium cheese from 250,000 liters of milk a day,
as well as powdered products from 220,000 liters. What was the strategy
behind this €45-million investment?
One of the secrets of our success is that we produce products that best
suit Hungarian tastes, while constantly looking for opportunities to create an
even wider range of products. That’s why we bought global dairy company
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A rooted tradition
of animal breeding
The agricultural sector’s impressive
growth is not restricted to arable
farming and dairy operations: meat
processing is also a big part of it

Alföldi Tej’s state-of-the-art factory in Debrecen is fully automated

FrieslandCampina’s production plant in 2015
and the size of our investment in it stands out
in the Hungarian food industry. On the foundations of this old facility, we have built Central
Eastern Europe’s newest and most-modern cheese
and drying plant. Its automated cheese production line is suitable for making Gouda-type
cheese as well as Trappista, but we are focusing
on the latter for now as it accounts for 70 percent
of Hungarian cheese consumption. Reaching Mónika Rózsás
our annual capacity of 8,000 metric tons would CEO, Alföldi Tej
be enough to capture a seventh of the country’s
Trappista imports. We are proud that, a short period following its launch,
ours was ranked number one in an independent blind test of Trappista cheeses
available in Hungary—I would encourage everybody to try it. We are also able
to create other high-value-added products at Debrecen, with the milk and
whey powders generated by our automatic, energy-efficient drying plant being
mainly sold to export markets, which enables us to reach customers that use
our high-quality powders in their special productions, such as infant formula
milk powder or sport nutrition products.
© PHOTO: GYURKOVICS ANNASTORE INSIDER

High-quality local
food brands attract
consumer loyalty

© PHOTO: MARIO BERE

HUNGARY

How would you rate the current competitiveness of the Hungarian food
processing sector overall in terms of innovation and technology?
In my opinion, innovation in today’s food industry is primarily about conscious food consumption, chemical-free products, waste-free manufacturing
technologies and sustainability. Hungary used to be significantly behind in
food innovation compared to the rest of the European Union and getting
ahead needed many things from all players, including government, private
companies and consumers. Similarly, the technological quality of the manufacturing industry was behind. In the medium term, developments that
guarantee automation, environmental load reduction, efficiency and energy
saving are a priority. Having said that, there has been significant investment
in dairy manufacturing and almost all of the country’s large dairy plants now
use modern technology. However, Alföldi Tej remains at the forefront of the
market because it innovates simultaneously in its products, manufacturing and
technology. With the support of the government, our investments have also
contributed significantly to increasing the capacity of Hungary’s milk processing industry.

With global demand for food maintaining a
strong upward trajectory, ensuring safe, quality
meals and ingredients reach people’s plates is an
important round-the-clock task that requires
more than standard arable and pastoral farming activities.
As one of Hungary’s largest pork processing
companies, Kometa99 produces and sells a wide
variety of world-class elaborate products enjoyed
by meat lovers in dozens of countries. Combin- Giacomo Pedranzini
ing Hungarian tradition with Italian know-how, CEO
the firm is a highly responsible operator that is Kometa99
genuinely committed to sustainability, with its 850 workers fully adhering to
its vision of providing unmatched quality and customer appreciation.
According to Kometa99’s dynamic CEO, Giacomo Pedranzini, a great
amount of the company’s success over the past two and a half decades can
be attributed to Hungary’s natural and human resources, as well as its enviable location at the heart of Europe. “For agriculture and food production,
Hungary is a paradise,” states the senior executive. “It offers a large territory,
fertile soil, abundant water, and stable and favorable weather. It also has an
excellent geographical position that we use to trade with all of Europe.
“Kometa99 has been operating in Hungary since 1994. We are a
pork-meat processor, working all along the value chain, starting with the
slaughtering and ending our activity with fresh meat products, prepared in
a protected atmosphere or with cold cuts sliced and pre-packed, ready for
the shelves of the supermarkets—and all under one roof. The density of animal breeding is still quite low here, especially compared to other European
countries, like the Netherlands, Denmark or Germany. In the coming years,
we expect the production of pig breeding will move step by step from these
western countries toward Central Europe.”
Pedranzini is quick to highlight some of the key factors in his firm’s solid
performance, noting Kometa99 has capitalized on its Italian experience and
know-how in meat processing, and combined it with the Hungarian tradition and expertise, and very-high-quality raw materials. “In the last six years,
we have more than doubled our annual turnover to over €150 million,” he
states proudly. “After Hungary and Italy, we have strong market positions in
Slovenia, Croatia and Germany, and export to 40 countries.”
His firm is set to implement an investment project of nearly €100 million by 2026 to double production capacity and extend its control to the
entire supply chain. “We will keep the same concept and want to promote
an authentic agriculture and food production that guarantees a fair distribution of the profit all along the production chain while providing the final
consumer good, healthy and affordable food.”

We has
no limits

www.country-reports.net
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Hungary’s Wizz Air opened new routes during the pandemic

Aviation sector
shows resilience
The contraction in international
travel has not fazed Hungary’s
flagship low-cost carrier
The international aviation and tourism industries have certainly been some of the most
affected by COVID-19, especially with governments’ successive lockdowns that have disrupted thousands of flights each month.
Unlike most of its competitors, ultralow-cost airline Wizz Air not only kept many
aircraft operational, but invested, expanded
and even opened new routes, epitomizing the
meaning of resilience in times of crisis, and giv- József Váradi
ing hope for the sector. Cushioned by its high CEO and Coliquidity reserves, the company could withstand Founder, Wizz Air
the downturn and adopt a longer-term view of the industry’s prospects, a
stance that will place it at the forefront of the rebound when international
travel returns to relative normality. Listed on the London Stock Exchange
in 2015, Wizz Air’s share price has since quadrupled, with the carrier one
of only a handful of airlines deemed worthy of an investment credit rating.
“Wizz Air is the lowest-cost producer in the industry in Europe. We
produce a seat at the lowest cost, lower than any of our competitors, which
is significant because short-haul flying is becoming a commodity increasingly, says its charismatic CEO and co-founder, József Váradi. “We fly the
youngest fleet of aircraft of any airline in Europe—our aircraft’s average
age is 4-5 years—and we are one of the very few airlines that continues to
invest in its fleet, even during the COVID-19 period. In 2019, we carried
around 40 million passengers, which makes us a mid-size airline in Europe.
We are a pan-European business—we fly to nearly 50 countries—and have
expanded to Asia, the Middle East and all areas of Europe.”
“Wizz Air post-COVID-19 will have a renewed, young, technology-based fleet, which means also lower costs of production. No one was really diversifying markets, but most of the time rather sticking to their home
turf and grounding their capacity, but we have done a lot of diversification.”
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