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All of us are familiar with a phrase that is particularly relevant right now: 
‘New year, new challenges’. However, ‘more challenges’ is perhaps more 
appropriate as we look forward to 2018.

A few years ago, the countries of Europe were divided by intense debate 
and differences in both their ideologies and actions. We are seeing today 
that, although it is not clear that everyone is moving in the same direction 
in terms of their actions, more and more countries are starting to think like 
us as we move from 2017 to 2018. Resolving the contradiction between 
this changing philosophy and actions that are a legacy of the past is one 
of the biggest tasks faced by Western Europe in the upcoming period.

The situation in Hungary is different. For us, 2017 was in many ways 
about struggle. As well as fighting for the survival and reinforcement of 
nation states, we also fought to bring Christian values back into focus, 
while every Hungarian person fought to maintain the country’s current 
competitiveness and economic development.

We all feel that we have already done a lot, but that at the same time we 
have not yet done enough to secure our future and therefore our security. 
Hungary is striving to participate fully in European Union decision-making, 
placing the spotlight on the weaknesses of the EU while also highlighting 
those European values which have for centuries bound together every 
single citizen of the old continent.

We hope that 2018 will see more and more people understanding and, 
more importantly, speaking out about those principles and subsequent 
actions that have the power to once more drive Europe forward as a 
region blessed with all the opportunities the world has to offer. 2018 will 
not be the year of new battles, but of battles on several fronts.

Zsolt Barthel-Rúzsa
Chairman

FOREWORD

DEAR READER
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DOMESTIC POLITICS

THE CLEAR WINNER OF 2017  
IS FIDESZ-KDNP

As we approach the parliamentary elections, we are increasingly focusing 
on support for parties among decided voters. In December, we also 
asked respondents who of the official candidates they want to see as 
Prime Minister. These numbers give a good indication of what people 
are thinking as they prepare to visit polling stations in spring 2018.

Our latest numbers show that the governing Fidesz-KDNP parties have a 
good chance of single-handedly winning the majority of the votes. This is 
a rare feat in modern Hungarian politics, achieved only by MSZP in 1994 
and by Fidesz-KDNP in 2010 – resulting in a two-thirds majority at the 
National Assembly on both occasions. If Fidesz-KDNP manages to win 
by a margin close to what our polls indicate, that could mean another 
supermajority in the legislature.

GERGELY BERZI
DEPUTY DIRECTOR FOR  
FOREIGN AFFAIRS
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If Fidesz-KDNP manages to win 
by a margin close to what our 
polls indicate, that could mean 
another supermajority in the 
legislature.
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If we look at the past year, we can clearly identify Fidesz-KDNP as the 
winner of 2017. Support for the governing party showed a stable and 
steady increase, while the parties fighting for the second place, MSZP and 
Jobbik, both lost popularity as the year progressed. LMP – and to some 
extent DK – managed to profit from this, leading to a more balanced 
fight between the ever-growing number of opposition parties.

DOMESTIC POLITICS
THE CLEAR WINNER OF 2017  
IS FIDESZ-KDNP

SUPPORT FOR PARTIES AMONG DECIDED VOTERS, 2017 (%) 2
Source: Századvég Foundation
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number of opposition parties.
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According to our survey conducted in December, as all parties appeared 
to have named their candidates, one in two voters prefers to see Viktor 
Orbán as Prime Minister of Hungary. Interestingly, the leader of Jobbik, 
Gábor Vona only managed to secure fourth place. In general, we are 
seeing a divided left-wing opposition with parties struggling to agree 
on joint candidates. Gergely Karácsony, the prime ministerial hopeful 
of Párbeszéd and MSZP, has the highest support among opposition 
politicians, followed closely by Bernadett Szél, co-leader of LMP. The 
popularity of the prime ministerial candidates reveals the same gap 
between Fidesz-KDNP – and its leader – and the opposition. Some three 
months before the elections, the Hungarian political landscape remains 
unchanged with no clear competitors, suggesting a high probability of a 
fourth Orbán government.
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Some three months before the 
elections, the Hungarian political 
landscape remains unchanged 
with no clear competitors, 
suggesting a high probability of a 
fourth Orbán government.
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DOMESTIC POLITICS

WHAT TO EXPECT IN HUNGARIAN 
DOMESTIC POLITICS IN 2018

The parliamentary elections in the spring will be the defining political 
event of 2018. Even now, months before the day of the vote, the election 
dominates political discourse, and could also prove to be a watershed 
moment for both the current government and the opposition parties.

The governing Fidesz-KDNP alliance can start its election campaign from 
a position of strength: According to the latest poll by the Századvég 
Foundation, the coalition has the support of 51% of decided voters, which is 
exceptional in a European context. The outcome of the elections promises 
to be an historic moment for the governing alliance, as if they do win, it 
would provide them with an opportunity to solidify their achievements so 
far and continue to realize their ambitions, creating a political situation, 
which, along with the 2010-2014 and current terms, could rightly become 
known as an “era”.

If we look at the constant political turmoil that seems to increasingly 
dominate European countries in the last decade or so, it’s clearly visible 
that Hungarians chose another road. Serving more than two consecutive 
terms is a rare feat in Europe – not to mention using that time to deliver 
meaningful change. A third consecutive – and altogether fourth – term 
would provide Viktor Orbán the chance to join an elite club consisting of 
iconic figures like Konrad Adenauer, Charles de Gaulle, Margaret Thatcher 
or, for a more recent example, Angela Merkel. We must also remember 
that by taking more initiative on the international stage, PM Orbán became 
a major player on an international level as well – this was unimaginable in 
the first two decades of democratic Hungary. 

By contrast, the opposition parties have cause for concern. The extremely 
fragmented left-wing liberal groups and the formerly radical Jobbik have 
less support combined than the governing Fidesz-KDNP on its own. In all 
likelihood, this will not change in 2018, though it cannot be said that the 
election will be without consequence for these parties, as it is likely to lead 
to a significant restructuring on the side of the opposition. The approaching 
landslide – expected to strike on the day of the elections – is being propelled 
by two things: the fact that the Hungarian Socialist Party (MSZP) is clearly 
weaker than ever before and Jobbik’s U-turn.

GERGELY ERDŐS
POLITICAL ANALYST

A third consecutive – and 
altogether fourth – term would 
provide Viktor Orbán the chance 
to join an elite club consisting 
of iconic figures like Konrad 
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DOMESTIC POLITICS
WHAT TO EXPECT IN HUNGARIAN 
DOMESTIC POLITICS IN 2018

The Socialist Party – which in its time governed Hungary over three terms 
– has been in a downward spiral for more than ten years. It is far from 
impossible that the next few weeks and months will see the last moves 
played out in its endgame. The resignation in October of its original 
candidate for Prime Minister, László Botka, along with the protracted, 
laborious negotiations with the Democratic Coalition (DK) concerning a 
joint campaign have further dented the party’s prospects: According to 
Századvég’s December poll, support for the Socialists among the general 
population stands at just 8%. 

The marginalization of MSZP could lead to a complete reshaping of the 
balance of power in Hungarian left-wing politics: former Prime Minister 
Ferenc Gyurcsány and his party, DK, may tempt some Socialist sympathizers, 
and perhaps even take over the leading role on the left. It is no surprise, 
therefore, that defeating MSZP is Gyurcsány’s barely concealed goal at the 
upcoming elections, and the indications are that this is not an unrealistic 
objective. LMP are also looking to woo disenchanted Socialist voters, with 
Ron Werber, the former campaign adviser to MSZP, assisting with them. 
LMP – the green party – has been able to make small gains in its levels of 
support in recent months, though it is still not clear whether this growth in 
its popularity will last. For Momentum Movement, which made its name 
just over a year ago for its actions which led to the withdrawal of Budapest’s 
2024 Olympic bid, the elections could give it a foothold in political life. In 
spring, we will find out if they are to become a permanent fixture on the 
political scene or if they will disappear as quickly as they arrived. For Együtt 
and Párbeszéd, the only realistic goal is political survival: they have no 
significant support and neither has been able to profit from the dwindling 
fortunes of MSZP.

Jobbik’s ‘people’s party’ transformation could also lead to significant 
changes. Under the leadership of Gábor Vona, the party, which once 
founded a paramilitary organization and used to burn EU flags, is seeking 
to hide behind a more presentable, moderate disguise, though it is evident 
that voters have not rewarded its change of heart: the party is becoming 
weaker by the month. The indications are that the former radicals will do 
badly in the elections: their earlier followers prefer to stay at home that 

The marginalization of MSZP 
could lead to a complete 
reshaping of the balance of 
power in Hungarian left-wing 
politics.

Jobbik’s voters have not 
rewarded its change of heart: 
the party is becoming weaker by 
the month.
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vote for the dubious identity of Jobbik. This means that not only will there 
be fragmentation and continual weakening on the left and liberal side of 
the opposition, but that the until-now relatively stable Jobbik may also 
stray down the path well trodden by the left.

Overall, it might be said that the elections will provide an opportunity 
for the government to solidify its achievements and reinforce its political 
dominance, while for the opposition – with no prospect of improving their 
popularity on the horizon – the only real question is how they can divvy 
up their small cake between themselves. 

DOMESTIC POLITICS
WHAT TO EXPECT IN HUNGARIAN 
DOMESTIC POLITICS IN 2018
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EDINA OSZTROVSZKY
INTERNATIONAL ANALYST

FOREIGN POLICY

EUROPE IN 2018

Just as it was in 2017, the year 2018 promises to be eventful. On 1 
January, Bulgaria took over the rotating Presidency of the European 
Council from Estonia. Bulgarian Prime Minister Boiko Borisov has 
identified his priorities for the Presidency: establishing the conditions 
necessary for the Western Balkans countries to join the EU; resolving 
the migration issue; strengthening external borders; the continuation 
of the Brexit process; preparation for the approaching EU budgetary 
framework and making the digital economy more competitive. Sofia also 
wishes to play the role of bridge-builder between Eastern and Western 
Europe.

The main source of conflict for this year remains the question of how to 
resolve the issues of irregular migration and refugee and asylum policy. 
Imposing migratory quotas has caused significant rifts among member 
states of the European Union. Along with the Visegrád countries, Austria 
and even the President of the European Council Donald Tusk have 
rejected this method of handling the migration crisis. Both Hungary 
and Poland explicitly desire to place limitations on Brussels. Accordingly, 
the first bilateral visit abroad of the new Polish Prime Minister was 
to Budapest. This is a clear signal to Western Europe: Hungary is as 
important to Poland as ever - Brussels and Berlin need to play up their 
game to get back in Warsaw’s good books. A serious political battle can 
also be expected during the elaboration of the upcoming budgetary 
cycle, as Germany is planning to use EU support to force Hungary and 
Poland to accept the distribution of refugee quotas.

Another exciting task for the member states is the issue of the future 
of the EU. And in this area, too, the divergence of ideas is stark: French 
president Emmanuel Macron would like to bring in joint budgets and 
a shared finance minister post to aid the further integration of the 
Eurozone, while Martin Schulz envisages the creation of a United States 
of Europe. In contrast, the Visegrád countries propose a Europe built 
on strong nation states. The Christian Social Union in Bavaria also 
subscribes to this position, and favors the principle of subsidiarity to 
the centralization of the EU. 

The new Polish Prime Minister’s 
visit to Budapest was a clear 
signal to Western Europe: 
Hungary is as important to 
Poland as ever.
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However, the issue of the future of the EU largely depends on the ideas 
of the next German government. Angela Merkel, despite also being a 
pro-European politician, has so far offered no credible response to the 
plans of Macron and Schulz. This is because the current priority for 
the German chancellor is the formation of a new government. Since 
September Germany, which is the EU’s greatest economic power, 
carries significant weight within the EU and has practically been the 
embodiment of political stability since World War II, has been unable 
to form a government. After the failure of the CDU, the CSU, the 
Greens and the FDP to reach an agreement, the CDU, CSU and SPD 
are currently in ongoing negotiations to form a new grand coalition. 
Forming a government will not, however, be easy, due to the significant 
differences in the views and positions of the parties. 

One of these relates to the state elections to be held in Bavaria in the 
fall. CSU, the Christian Social Union in Bavaria, slumped to a historic 
low in the general parliamentary elections, losing a significant amount 
of its voter base to the advantage of the anti-immigration AfD. As a 
result, CSU’s current objective is to win back lost voters with a tougher 
immigration policy. This includes restrictions on immigration, a reduction 
in social benefits for immigrants, an increase in the restrictions on family 
reunification and medical examinations in order to define applicants’ 
age in questionable cases. With these policies, the CSU intends to 
demonstrate the strength of Bavaria and that it is capable of pushing 
through its interests in Berlin. 

By contrast, the SPD would like to emphasize the benefits of integration 
and to support family reintegration. Another critical point in the 
negotiations is the aforementioned policy on Europe. The formation 
of the government largely depends on how willing the different parties 
are to make compromises. If the formation of a grand coalition fails, 
either the CDU and CSU will form a minority government, or plans will 
have to be made for new elections. Either option would be extremely 
uncomfortable for the current German political elite. It would mean a 
loss of the feeling of security for German citizens who have become 
used to stability, while the European Union’s politically most influential 
member state cannot afford to be in such an unstable situation. 

FOREIGN POLICY
EUROPE IN 2018

Angela Merkel has so far offered 
no credible response to the 
plans of Macron and Schulz, 
because the current priority for 
the German chancellor is the 
formation of a new government.

If the formation of a grand 
coalition fails, that would mean 
a loss of the feeling of security 
for German citizens who have 
become used to stability, while 
the European Union’s politically 
most influential member state 
cannot afford to be in such an 
unstable situation.
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It is worth noting that, in contrast to Germany, a new government has 
been formed in Austria by the ÖVP and FPÖ parties, which represent a 
more stringent immigration policy. In terms of furthering the interests of 
the country, it is significant that Austria will take its turn in the Presidency 
of the European Council in July 2018.

Furthermore, ANO, the winner of the autumn parliamentary elections 
in the Czech Republic, is also in favor of a stricter immigration policy. 
January will also see the Czech presidential elections, where, according 
to current polls, the incumbent anti-immigration head of state Milos 
Zeman will turn out to be the most popular candidate.

March will bring new parliamentary elections in Italy. According to the 
latest polls carried out in early January, the anti-establishment Five Star 
Movement holds the largest support among voters. However, given 
that it is unwilling to form coalitions with any of the traditional parties, 
it will not be able to attain a majority to govern. The big comeback at 
the Italian political scene is the return of Silvio Berlusconi, whose party, 
Forza Italia, formed an election coalition with the Northern League and 
the Brothers of Italy at the beginning of January. Currently, the center-
right coalition, which is also demanding a tougher immigration policy, 
has the best chance of claiming victory in the elections, although it is 
not clear if the anticipated results would be sufficient to form a stable 
majority for government due to the new Italian electoral system.

Overall, it is clear that the number of countries with tougher asylum 
policies is on the increase in the European Union. Given this, 2018 
will be far from free of tension. Fundamental decisions must be made 
regarding the future of the EU, and reaching a consensus will not be 
easy. It is important to stress that we cannot expect any significant 
progress regarding these decisions until the formation of the new 
German government.

FOREIGN POLICY
EUROPE IN 2018
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LÁSZLÓ GYÖRGY PHD
CHIEF ECONOMIST

GÁBOR REGŐS PHD
HEAD OF MACROECONOMIC 
RESEARCH GROUP

ECONOMY

CONSUMER SPENDING TO FUEL 
ECONOMIC GROWTH IN 2018

Századvég Economic Research Institute and Századvég Foundation 
forecast economic growth to surpass previous estimations for 2017, 
while GDP growth could reach 3.7 – 4.0 percent in 2018. Consumption 
and investments are the key factors behind the solid economic growth.

Higher disposable income of households enabled consumption to 
increase by 4.3 percent last year, according to our estimation, in sharp 
contrast with the pre-crisis era, when household indebtedness fuelled 
consumption. Net real wages increased by 12.8 percent in 2017, while an 
8.6 percent increase is expected for 2018. Minimum wage and minimum 
wage for qualified professionals were increased by 15 and 25 percent, 
respectively, in 2017, and will be increased further by 8 and 12 percent 
in 2018. In addition, labour shortage, decreasing social contribution 
tax (a 5 percent cut in 2017 and further 2.5 percent in 2018) and public 
sector wage increase are the key driving forces of the overall increase. 

As unemployment rate dropped to 4.1 percent from last year’s 4.9 
percent in Q3 2017 (while the number of employees in public works 
programmes decreased from 206 thousand to 160 thousand in one year), 
the significant wage increase did not result in employment loss. We do 
not expect further wage increases to result in employment loss in 2018 
either. 

According to Eurostat data, while an average German employee is 2.5 
times more productive than one from the Visegrad region (Poland, Czech 
Republic, Slovakia and Hungary), wages are 3.5 times higher in Germany, 
i.e. there is still significant room for wage increase in V4 countries. 
Furthermore, incremental wage increase is needed to tackle emigration 
of domestic workforce to Western European member states, while also 
taking into account the capacities of SMEs and other enterprises.

While unemployment is at historically low levels (since the economic 
transformation in the early 1990s) and 680 thousand more people 
worked in 2017 compared to Q3 2010, there is still room for increasing 

We forecast economic growth to 
surpass previous estimations for 
2017, while GDP growth could 
reach 3.7-4.0 percent in 2018.
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ECONOMY
CONSUMER SPENDING TO FUEL 
ECONOMIC GROWTH IN 2018

employment, as the Hungarian employment rate was 5.2 percentage 
points lower than the Czech employment rate among 15-64 year-olds 
in Q2 2017.

According to our estimation, investments expanded by 21.7 percent in 
2017 and will expand by 6.2 percent in 2018. Both public and private 
investments – including EU funds of the 2014-2020 programming period 
– contributed to this significant increase, as well as the relatively weak 
base period. Housing boom – fuelled by government incentives (i.e. 5 
percent VAT in the case of new homes and housing support for families) 
– was another key contributor.

Exports increased by 6.8 percent in 2017, according to our estimation, 
and expected to increase by 5.4 percent in 2018, mainly as a result of 
investments and the positive European economic climate. However, 
an even higher increase is expected regarding imports due to the high 
import demand of consumption and investments. Imports are expected 
to increase by 10.1 percent in 2017 and 5.6 percent in 2018, slowing 
down GDP growth in 2017.

Budgetary developments are 
favourable: the budget deficit 
will be 1.8 percent of the GDP in 
2017, while 2.1 percent in 2018, 
meeting the relevant Maastricht 
criterion for the seventh 
consecutive year.
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ECONOMY
CONSUMER SPENDING TO FUEL 
ECONOMIC GROWTH IN 2018

 2016 2017 2018

Gross domestic product (volume index, %) 2,2 3,9 3,7

Household consumption (volume index, %) 4,2 4,3 4,2

Gross fixed capital formation (volume index, %) –10,6 21,7 6,2

Export volume index (based on national accounts, %) 3,4 6,8 5,4

Import volume index (based on national accounts, %) 2,9 10,1 5,6

Consumer price index (%) 0,4 2,4 3,0

Central bank rate at the end of the period (%) 0,9 0,9 0,9

Unemployment rate (%) 5,1 4,2 3,9

Gross average earnings (year-on-year change, %) 6,1 12,8 8,6

General government ESA-balance as a percentage of GDP –1,9 –1,8 –2,1

GDP based external demand (volume index, %) 1,9 2,3 2,1

CHANGES IN KEY MACROECONOMIC INDICATORS

Source: MNB, KSH, Századvég estimation

Inflation is forecasted to reach 2.4 percent in 2017 and 3 percent in 
2018, i.e. the Hungarian Central Bank is likely to reach and maintain its 
medium term target. With regard to monetary policy, we expect loose 
monetary conditions to be maintained, unless the European Central 
Bank significantly changes its own policy.

Budgetary developments are favourable: budget deficit will be 1.8 
percent of the GDP in 2017, while 2.1 percent in 2018, meeting the 
relevant Maastricht criterion for the seventh consecutive year. As high 
public debt reduces Hungary’s competitiveness, its reduction is a priority. 
According to our estimation, public debt decreased further, to 71.4 
percent of the GDP in 2017, while until end 2018 it could drop to 69.8 
percent of the GDP.

According to our estimation, 
public debt decreased further, to 
71.4 percent of the GDP in 2017, 
while until end 2018 it could 
drop to 69.8 percent of the GDP.
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NEWS

DECEMBER HIGHLIGHTS  
AT SZÁZADVÉG

On 5 December the Századvég Foundation organized its biannual 
Ambassadorial Briefing and Reception, the last of its kind before the 
2018 parliamentary elections. Following the opening remarks delivered 
by Chairman Zsolt Barthel-Rúzsa, Századvég’s Director for Foreign Affairs 
Dávid J. Szabó described the political landscape of Hungary in light of 
our opinion polls. Later, Chief Economist László György presented some 
economic policy answers on the challenges in 2018. Finally, Balázs Orbán, 
Director General of the Migration Research Institute, gave a presentation 
on migration policy issues in Europe.

On his trip to Moscow, DFA Szabó visited the prestigious Levada Centre, 
a premier polling institution in Russia, where he presented Századvég’s 
Project 28 opinion poll results.

In cooperation with the Hungarian National Bank, we organized the latest 
monthly briefing for the diplomatic corps stationed in Hungary on 12 
December. As usual, Senior Research Fellow Gábor Regős presented the 
latest results of our business cycle research. Second, Deputy Director for 
Polling and Market Research Ádám Stefkovics analysed religiosity in the 
Hungarian society in light of our polls. Finally, Deputy Director for Foreign 
Affairs Gergely Berzi gave a presentation on the European elections in 
2017 and how they may influence Hungary’s European policy.
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