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The Council takes decisions step-by-step, in a careful and data-driven manner, depending
on the factors affecting the inflation path and developments in the risk environment.

Macroeconomic developments continue to show a trend-like improvement: inflation is
single-digit, the improvement in the external balance continues, the economy has exited
recession.

We can’t sit back and prematurely declare victory over inflation! Disinflation needs to be
continued in 2024!

It is necessary to maintain a disciplined monetary policy in order to achieve price stability.

Strong disinflation and the stability of financial markets allow the MNB to continue the
cycle of base rate decreases.

External risks continue to warrant a cautious approach. In line with this, at its meeting
today the Monetary Council cut the base rate by 75 basis points to 11.50 percent.

At the meeting, the Council discussed three options (-50, -75, -100 bp). Regarding the pace
of interest rate cuts, a unanimous decision was reached.

With disinflation accelerating, the domestic real interest rate has risen further. The positive
real interest rate supports the further decline in inflation.

The base rate could fall below 11 percent by the end of the year and it may reach
single-digit territory in February 2024.
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Inflation declined to 9.9 percent in October, bringing the rate of price increases
back into single-digit territory again, nine months after the peak in inflation at
the beginning of the year. Inflation will be around 7 percent at the end of the
year.

Short-term repricing patterns show a similar picture to the period before 2020.

Economic growth has returned. GDP rose by 0.9 percent quarter-on-quarter in
the third quarter. Based on high-frequency data, domestic economic output is
expected to improve further towards the end of the year.

Our external position is showing a rapid and significant improvement. In
September, the current account balance was in surplus again, and looking
ahead, it may improve even by more than previously expected.

Overall, risk appetite has improved since the previous interest rate decision.
Long-term vyields in developed markets have corrected but remain at higher
levels than in recent years.

Global uncertainty is increasing in parallel with rising geopolitical tensions and
international risks, which warrants a cautious approach.
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Geopolitical tensions, Energy and commodity
sanctions market shocks

&
\ Recession fears, labour Armed conflicts, nuclear | + 2>
L‘ market tensions armament
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The economic landscape has become volatile and difficult to predict \——
due to increased risks, which warrants a cautious approach.
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NINE MONTHS AFTER THE PEAK AT THE BEGINNING OF THE

YEAR, INFLATION FELL TO THE SINGLE-DIGIT TERRITORY

[ Consumer prices rose by 9.9 percent in annual terms in October. J
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THE PRICE INCREASE SINCE THE BEGINNING OF THE YEAR IS SIMILAR TO THAT OF
THE V3 COUNTRIES, SO BY THE END OF THE YEAR, HUNGARIAN INFLATION MAY

REACH THE REGIONAL LEVEL
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Note | HICP data.
Source | Eurostat



AT THE END OF THE YEAR, INFLATION WILL BE AROUND 7

PERCENT, DISINFLATION NEEDS TO BE CONTINUED IN 2024!
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DOMESTIC ECONOMIC PERFORMANCE IS EXPECTED TO 57
IMPROVE FURTHER TOWARDS THE END OF THE YEAR €\
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DEVELOPMENTS IN CURRENT ACCOUNT AND ENERGY BALANCE

Note | The September value of the energy balance is an estimate.
Source | HCSO, MNB



MONETARY POLICY




Previous

Central bank ) New interest rate
i Interest rate interest rate
instrument (percent)
(percent)

Central bank base rate 12.25 11.50

Central bank base rate
O/N deposit rate minus 1.00 percentage 11.25 10.50
point

Central bank base rate
plus 1.00 percentage 13.25 12.50
point

O/N collateralised
lending rate
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Inflation target

Financial market stability

Annual inflation is expected to be around 7
percent at the end of the year, but external
risks warrant a careful approach.
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Ensuring financial market stability is a
condition for achieving price stability.
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Data-driven mode

Communication in advance

The Council takes decisions step-by-step, in a
careful and data-driven manner, depending on
the factors affecting the inflation path and
developments in the risk environment.
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The base rate could fall below 11 percent by
the end of the year and it may reach the
single-digit territory in February 2024.
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,Risks surrounding global disinflation and volatility in international investor

sentiment warrant a careful approach to monetary policy. The Council is
constantly assessing incoming macroeconomic data, the outlook for inflation
and developments in the risk environment, and it will take decisions on

additional changes in monetary conditions based on these factors in the

coming months.”
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