In the last decade,
Hungary has
transformed from

a sluggish economy
into a record breaker
for investments

and exports

etween 2014 and 2022, US companies

invested $1.7 billion in the Central Eu-

ropean nation of Hungary and many

US multinationals have bases there, in-
cluding names like General Electric, Coca-Co-
la, ExxonMobil, General Motors, IBM, Lear
Corporation, Procter & Gamble, Citi, Micro-
soft, Oracle and Pfizer to name a few.

Szabolcs Takacs, as Hungary’s ambassador
to the US, how significant is US investment
in the country?

The US is one of Hungary’s most import-
ant foreign investors and it usually ranks as
the second or third largest every year. 1,700 US
companies have invested in Hungary so far and
various economic sectors have attracted them. I
would single out electronics as one leading area
of business cooperation and the automotive in-
dustry, in which US subcontractors, providers
and manufacturers are present. And, of course,
there are also information and communication
technologies, innovative sectors and other val-
ue-added industries.

Hungary and the US celebrated 100 years
of diplomatic relations in 2021. How has
this relationship evolved over the years?

The 100th anniversary was an important
landmark for Hungarian-US cooperation,
which is long established and rich: Hungarians
participated in the American Revolution, for
example. After Hungary gained independence
from the Soviet Union in 1989, it joined NATO
in 1999, followed by the European Union in
2004 and we have since become an integral el-
ement of transatlantic cooperation, which has
enriched our connections.

As well as the very robust US business pres-
ence in Hungary, there’s a sizable community
of 1.4 million Hungarians in the US, some of
whom have become important players in US
political, social, academic and business circles,
and the many personal connections between the
two countries have also had a positive impact on
the ties between us.

Hungarian society is highly innovative and
the 2022 Global Innovation Index ranks
the country in fifth place worldwide for the
percentage of high-tech manufacturing in
its production output. Is the US taking full
advantage of this strength?

Hungary has a good education system with
excellent universities, which makes it a great
launchpad for young entrepreneurs and inno-
vators. It's no surprise that we've seen a lot of
Hungarians find success in places like Califor-
nia’s Silicon Valley. There are also groundbreak-
ing Hungarian scientists working in the US: for
instance, Katalin Kariko, one of the developers
of the COVID-19 mRNA vaccine, was educated
and trained in Hungary.

One focus of Hungary’s government is to
move the country from basic manufacturing
to value-added research-based technologies.
We try to be flexible toward any potential in-
vestors in innovation and technology. We have
a system of incentives for them, competitive
infrastructure and it’s important to note that,
when an investor comes to Hungary, they’re not
just investing in its 10-million-strong national
market, they’re investing in an almost 500-mil-
lion-strong European single market.

US companies are currently helping Hungary
to boost its energy security by exporting
liquefied natural gas to the country via
Croatia. How else are the US and Hungary
collaborating to address challenges and
opportunities they face?

Because of our geographical location and
history, were extremely dependent on energy
coming from Russia, which has created a dif-
ficult situation since the outbreak of the war
in Ukraine. Hungary is landlocked and that
means were cut off from direct access to energy
trade. We have a good level of cooperation with
neighboring countries, but we need continuous
international debate about energy and energy
dependence, because this is vital for the further
development of the Hungarian economy.

Hungary is also a nation that believes in nu-
clear energy and it would be very difficult to
meet our climate targets without our existing
nuclear power plant. We're currently looking for
US business investors that have something to
offer in the nuclear industry and were already
working with GE on a major multinational proj-
ect: we would like to build a second nuclear fa-
cility, which has been endorsed by the EU.

Defense is another successful element of
Hungarian-US cooperation. As well as both
being members of NATO, we signed a bilateral
defense cooperation agreement with the US in
2019. The US government and the Pentagon see
Hungary as a strong and reliable NATO partner.
During the crisis in Ukraine, we've been provid-
ing Ukrainians with a lot of humanitarian aid as
a neighboring country and we’re also involved
in strengthening NATO’s eastern flank.

Apart from our countries traditional coop-
eration in defense, trade, business and energy,
space-related issues have become new areas of
partnership. For example, we've signed a mem-
orandum of understanding with US human
spaceflight developer Axiom Space, as part of
which a Hungarian astronaut will be sent to
the International Space Station to carry out re-
search. We're hopeful that this will move Hun-
gary to the next level of innovation and techno-
logical capabilities in this promising area.
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All-time high for FDI in 2022

While the ambassador has discussed Hungary
magnetism for US companies, they are not the
only ones flocking to the country: half of the
world’s biggest multinationals now have a pres-
ence there. And last year, it secured an all-time-
high $7.1 billion in new large-scale investment
projects that will create over 15,000 jobs.

48% of the 92 projects came from countries
in Asia, 42% from Western nations and the re-
maining 10% from domestic sources. Istvan Joo,
CEO of the Hungarian Investment Promotion
Agency (HIPA), a one-stop shop for investors,
explains: “The majority of our foreign direct
investment (FDI) inflow used to originate from
the West, but this has shifted toward the East.
Between 2014 and 2022, we closed 147 deals
with South Korea, China, Japan and India worth
$14.8 billion. However, the flow of Western in-
vestment remains very substantial and Germa-
ny, the US, France, Austria, Switzerland and the
UK are some of our other major investors.”

In 2022, Hungary’s automotive, electronics,
battery and food sectors attracted 80% of all
new investments. “Almost 50% of our FDI flow
went into battery manufacturing last year and
we now have an entire battery-production eco-
system in Hungary, including cell manufactur-
ers, electrolyte producers and companies that
specialize in battery recycling,” states Joo.

SZABOLCS TAKACS
HUNGARIAN AMBASSADOR
TO THE US

“One focus of Hungary’s
government is to move
the country from basic

manufacturing to value-added
research-based technologies.”

The country already has a vast automotive
sector, which supplies around 21% of Hunga-
ry’s exports. As a result, the majority of battery
projects in the country are related to e-mobility.
Among the prominent recent investors in this
area is Contemporary Amperex Technology Co.
The Chinese giant is spending around $8 billion
to set up a lithium-ion battery gigafactory, a deal
that represents Hungary’s largest-ever green-
field investment project. Others include BMW
Group, which is putting about $2 billion into a
plant in the city of Debrecen that will produce
electric vehicles and their batteries, while South
Korea’s W-Scope is building a $784-million bat-
tery separator film factory and Samsung SDI’s
expansion of its Hungarian electric-vehicle bat-
tery plant is valued at $1.3 billion.

“The biggest expectation we have for new
FDI projects in Hungary is that they create
many jobs with high added value. The automo-
tive industry and battery manufacturing will,
therefore, remain high on our agenda. We're
also having a lot of talks with potential investors
in life sciences at the moment and another sec-
tor growing in importance is business services:
between 2014 and 2022, HIPA guided more
than 100 new investment projects in that sector,
which now employs over 70,000 people. In ad-
dition, the government is committed to further
diversifying the economy and HIPA doesn’t ex-
clude any kind of industry from its investment
portfolio. Our mission is to attract as many in-
vestments as possible and I'm optimistic that
we will continue along our very positive path in
this,” Joo reveals.

Zoltan Kovacs is Secretary of State for In-
ternational Communication and Relations and
spokesperson for a government that has been
in place for 12 years. He confirms that FDI is
a pillar of Hungary’s economic strategy: “Apart
from ensuring a very high level of employment

and careful, disciplined fiscal policies, attracting
as much FDI as possible is key to the healthy,
productive economy we want to create: every
year for the past three or four, we've broken FDI
inflow records”

This strategy appears to be paying off: Hun-
gary was the EU’s second-fastest expanding
economy after Ireland before the COVID-19
pandemic hit, recording 4.9% growth in its
gross domestic product in 2019. Its GDP shrunk
by 5.1% in 2020 but rebounded by 7.1% the fol-
lowing year. Despite the huge challenges it faced
in 2022, including the war in Ukraine and an
energy crisis caused by sanctions on Russia, its
GDP increased by a further 4.6%.

“The Hungarian economy performed excep-
tionally well last year and our industrial pro-
duction outputs showed incredible resilience to
increase by 6% over the first 11 months. Were
one of the most open economies in the world
and exporting is a crucial factor in our success.
Globally, were ranked 95th in terms of popula-
tion size but 34th for export volumes,” discloses
Jod, who notes that the government’s current
forecast is for GDP growth of 1.5% in 2023 and
around 4% in 2024.

Throughout 2022, Hungary was also able to
retain its investment-grade ratings with Fitch,
Standard & Poor’s and Moody’s; reduce its pub-
lic debt ratio; maintain reliable supplies of gas
and electricity to keep households and busi-
nesses running; and its labor market remained
strong too, Joo notes: “In 2010, we had a policy
objective to create 1 million new jobs over the
next 10 years. We exceeded that, pushing the
number in employment up to 4.7 million. In
October 2022, our unemployment rate was only
3.6%, which was the fifth lowest in the EU”

Best choice for investors in Central Europe
Kovacs admits that the country is still experi-
encing challenges, including continuing high
energy prices and global disruption to supply
chains. “However, over the last twelve years,
we've always come out of crises stronger than
we entered them and the way out of these crises
is for Hungary to keep FDI as high as possible.
In addition, those companies that are now in-
vesting in Hungary obviously care about supply
chain resilience and they’re adjusting their in-
vestment policies to the new realities by invest-
ing here. Hungary is located halfway between
the West and the East, it plays a useful bridging
role in connecting those markets,” he asserts.
Alongside Hungary’s economic and political
stability and strategic central location, it offers
other benefits to investors, says Joo: “For ex-
ample, our 9% corporate tax rate, which is the
lowest in the EU, has enabled us to have one of
the most dynamic business environments in the
bloc. We've significantly decreased the social
contribution tax rate that is paid by employers
for each employee as well: in 2016, this was 27%
and it’s now 13%. We also have great infrastruc-
ture, a large and highly skilled labor force, our
investment decision-making processes are ex-
tremely quick and we offer substantial invest-
ment incentives in terms of cash subsidies, not
just for establishing factories, but for related ac-
tivities like training. These are just a few reasons
why I think Hungary is the best choice for in-
vestors in Central Europe.” Kovacs sums up the
country’s advantages more succinctly: “Hunga-
ry is probably the most competitive and inves-
tor-friendly environment you’ll find in Europe.”
Hungary’s business community concurs with
the investment promotion agency’s optimism
regarding the nation’s economic position and its
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attractiveness as a place to invest. An illustration
of current corporate sentiment is provided by
Matty Ryan, managing director of Vistra Hun-
gary, part of the global Vistra group and one of
the leading players in the country’s corporate
management and financial services sector. “Our
business outlook is very robust and I've never
seen Hungary so strong. For me, the economy
is booming: I acknowledge that inflation is high
and there is a war in a neighboring country, but
I can't see that affecting my pipeline, which has
also never been so strong. Were presenting a
huge number of new proposals and taking on
new clients every month,” he states.

ISTVAN JOO
CEO, HUNGARIAN INVESTMENT
PROMOTION AGENCY

“We’re one of the most open

economies in the world and

exporting is a crucial factor
in our success.”

In fact, Vistra’s biggest challenge at the mo-
ment is hiring some of the additional staff he
needs to handle the extra work, Ryan says: “Ac-
counting is by far the number-one service we
offer, followed by tax compliance, reporting,
payroll, corporate secretarial and directorship
services. Its challenging to find good accoun-
tants right now as the market is so hot”

Beyond the EU’s lowest corporate tax rate
Vistras pipeline is busy thanks to the constant
flow of international companies coming into a
country ranked seventh worldwide in the Inter-
national Tax Competitiveness Index 2022. “If
an inbound investor is looking at Central and
Eastern Europe today, Hungary wins. The 9%
corporate income tax on its own is good, but if
you pair it with the 0% withholding tax, that’s
the crunch. You can pay a dividend to a legal en-
tity outside Hungary without any withholding
tax and we also have very favorable double-tax
treaties. On top of that, we have an extensive
university structure in all key cities that is gen-
erating young, relatively cheap graduates; that’s
a big attraction,” explains Ryan.

Another is HIPAs packages for new entrants
to the market, he adds: “If you invest a significant
amount of money and hire at least 100 employ-
ees, HIPA will help you with massive funding
and find a location for you. The government is
also offering a fair number of additional finan-
cial incentives for FDI’s in focus sectors, such as
information technology and renewable energy.
Sometimes people look at Hungary and assume
it presents a political risk. Savvy investors know
the risk is more perceived than real and the cor-
porate sector here is exceedingly strong. So, in-
vestors are looking at these financial incentives
and, when their tax advisers describe Hungary’s
tax regime to them, they are putting two and
two together — it’s not rocket science”

Ambassador Takdcs points out that there is
more to Hungary than just its investment poten-
tial: “The country has a lot to offer in the way
of culture and all kinds of entertainment — and
that’s not limited to the capital, Budapest, which
is one of the most vibrant places in the world
and a friendly city that expats enjoy living in. I
would encourage American tourists and busi-
ness people to come to Hungary, come to Bu-
dapest and discover the country for themselves.”
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High-value manufacturing empire

Companies based in Hungary are creating
and exporting top-quality, innovative and
increasingly complex products and services

he World Intellectual Property Organi-

zation’s 2022 Global Innovation Index

ranks Hungary fifth worldwide for the

percentage of high-tech manufacturing
in its industrial outputs and 10th for the com-
plexity of its products and exports. Those posi-
tions indicate how well the country has succeed-
ed in steering its industries toward value-added,
high-quality, innovative and knowledge-based
sectors in recent years.

Nowhere is this more evident than in Hun-
gary’s automotive sector, which contains more
than 700 companies producing goods valued
at $28.2 billion a year. The global importance of
this automobile ecosystem is demonstrated by
the fact that it is the only one outside Germany
and China that includes all three German gi-
ants: Volkswagen, Daimler and BMW. And this
strength has enabled the country to become a
key player in electromobility — as vehicle man-
ufacturers switch their output to electric models,
their local suppliers are reinventing their output
and Asian battery producers are flooding into
the market.

BALAZS GELLERT
MANAGING DIRECTOR
NATURTEX

“Hungarian goose down is
already renowned in the US
and we’'re excited about the

huge potential. Not many

other firms can match the
requirements of that market.”

Among the suppliers to the domestic indus-
try are Hungarian companies that are interna-
tionally recognized in their own right. A prime
example of this is Rdba Automotive Holding,
which is best known for the complex engineer-
ing that goes into its axles and axle components.
Registering sales of around $180 million in 2022,
most of Raba’s production is exported, with the
US representing its biggest market.

Hungary provides the best sleep experience
Throughout the country’s diverse economy, you
can find standout Hungarian businesses creating
world-class, unique goods that have gained in-
ternational markets. One is Naturtex, the family
owned specialized bedding company that man-
ufactures premium and luxury items like com-
forters, pillows and toppers, which are exclusive-
ly stuffed with Hungarian goose or duck down.
Established in 1989, Naturtex holds around 35%
of the Hungarian bedding market, although
about 80% of its turnover comes from exports
that reach over 50 countries.

“We're growing at a very fast pace,” says Balazs
Gellért, Naturtex’s managing director; “Our rep-
utation is strong and increasing, as a lot of in-
ternational customers have realized were aiming
for trusted, long-term partnerships. Everybody
knows we're not the cheapest in the market, but
our quality level is outstanding and consistent”
Those standards are driven by the firm’s mis-
sion, he states: “Providing the highest-quality
and best sleeping experience is Naturtex’s main
goal. On average, people spend over 24 years of
their lifetime asleep: this means that customers
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will spend one-third of their life wrapped in our
products. So, we want to ensure they sleep ex-
ceptionally well” To do that, the company refus-
es to engage in any form of trickery that might
help it lower prices to make easy sales. “Our
products are labeled entirely correctly and cer-
tified according to legal requirements. They’re
all filled with Hungarian down and nothing else,
and their content, hygienic and physical values
will always receive positive tests from any labo-
ratory; asserts Gellért.

As well as offering unbeatable quality, Natur-
tex is defined by state-of-the-art production pro-
cesses. The family has invested over $35 million
into the company over the last 15 years, much of
which has been spent on developing one of the
most advanced textile manufacturing facilities
in Central Europe. “We do everything in house;’
he discloses; “For example, one of our biggest
unique selling points is the natural thermal-wa-
ter technology we use for washing our down and
feathers that we source directly from certified
Hungarian farms. We can reach a higher wash-
ing temperature and can clean them much better
using fewer chemicals. They are then sterilized
at 275°F in our special drying system. With this
technology, we can exceed all standard require-
ments worldwide. That’s one of the main reasons
we've received huge orders from a major US out-
door clothing brand, as we were the only com-
pany in Europe that could produce down that
could be labeled as hypoallergenic”
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Continest’s foldable cotainers provide sustainable and portable building solutions

Naturtex is also a green manufacturer: its
production facility is powered by solar energy
and its washing water is filtered after use and
recirculated in an entirely closed system. In
addition, Naturtex is the only company global-
ly that is currently recycling down from waste.
“We're working with other businesses to collect
used down-filled bedding and jackets. We make
fertilizer from the 20% of the down and feathers
that can’t be reused as bedding, and we create
new filling material from the remaining 80%.
That filling is then used in new products that we
sell under our Re:Down brand name,” Gellért
explains.

The company has recently opened an office
in Washington DC in order to expand its US
footprint, he enthuses: “Hungarian goose down
is already renowned in the US and we're excited
about the huge potential. Not many other firms
can match the requirements of that market in
terms of quantities, qualities, certifications and
testing, and we have a really wide portfolio of
products that allows us to be a partner for dis-
counters, as well as for customers in luxury sec-
tors like business aviation and yachting. Plus,
we're the original Hungarian company offering
real Hungarian goose down!”

Innovation and R&D-driven products
Another interesting innovator in the Hungari-
an market is Platio Solar, a firm that has devel-
oped a solar paver based on recycled waste to
provide green energy for buildings or electric
vehicles. The product is as easy to install as a
normal paving stone and can be laid in a variety
of urban, rural and industrial locations. Its solar
cells are protected by heavy-duty, anti-slip and
impact-resistant glass, while the recycled-plastic
base frame is hardier and lasts longer than con-
crete.

Hungarian ambassador to the US Szabolcs
Takécs points to Continest as another fast-grow-
ing and promising Hungarian manufacturer to
watch. “It’s a smaller company that has become
successful in the US,” he says. “Continest is pro-
ducing convertible and foldable containers that
can be used for various purposes, including pro-
viding humane temporary housing for people.
Its products have made an important contribu-
tion to the crisis in Ukraine, where the firm has
been collaborating with the former governor of
New York George Pataki”

In sports as well, Hungarians have proven
their talent as disruptors. A prime example in
that regard is Teqball, a new sport that marries
table tennis with football. Players use their feet
and heads to pass the ball over curved tables
designed and manufactured by Tegball in Hun-
gary. Launched in 2012, there are already 122
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All Naturtex’s bedding products are filled with 100% Hungarian goose down
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Business service centers flock to Hungary
Aside from manufacturing, Hungary is also
home to a thriving business services sector that
is growing by about 9% a year and currently
hosts 176 companies. Just like manufacturing,
this sector has also shifted from routine func-
tions to value-added, complex operations in
fields like finance, human resources, informa-
tion technology (IT), procurement, logistics and
customer service.

VERONIKA SPANAROVA
MANAGING DIRECTOR AND COUNTRY
OFFICER HUNGARY, CITI

“We continue to invest here
and are focusing more and
more on high-value areas
such as financial reporting,
risk management, IT and
cybersecurity.”

Global bank Citi, for example, is active in
Hungary not only as a corporate bank but also
as a business services provider. “Citi has been
present in Hungary since 1985 and we've been
enlarging our footprint ever since. In 2005, we
decided to put one of our global BSCs — called
Citi Solutions Centers — in Hungary, which
provides highly specialized services for other
Citi entities all over the world,” explains Veron-
ika Spariarova, managing director and country
officer for Hungary at Citi. “We continue to in-
vest here and are focusing more and more on
high-value areas such as financial reporting, risk
management, IT and cybersecurity”

Hungary has many advantages for BSC oper-
ators, including its time zone, competitive costs
and superior infrastructure. It also offers a large
and skilled pool of potential employees. 78% of
the sector’s workforce are graduates and several
of the country’s universities, including the pres-
tigious Corvinus University of Budapest, have
established education programs related to the
industry.

“Citi currently employs more than 3,000
people in Hungary. We grew by over 600 people
between 2020 and 2021, by another 250-plus in
2022 and we will continue to strengthen that tal-
ent base. We've always seen Hungary as a place
where we can attract and grow talent, and we can
find people here that are very proficient and ex-
perienced in the professions were interested in,
such as finance or I'T; Spandrovi states.

Oil and gas giant ExxonMobil is another
long-term investor in Hungary’s talent pool.
Its BSC opened in 2004 and currently counts
around 2,000 employees, making Hungary the
largest ExxonMobil office in Europe. “We sup-
port the corporation’s global operations, deliver-
ing value with roles across IT, commerce and fi-
nance — roles of higher complexity that require
critical and strategic thinking and decision mak-
ing;” explains ExxonMobil Hungary’s lead coun-
try manager Byung Kim. “Our primary compet-
itive advantage here is people: the caliber of the
talent pool in Hungary has enabled us to deploy
that talent straight into some of these complex
roles or to rapidly upskill them into the roles”

Like Citi, ExxonMobil will remain a firm
fixture in the country’s expanding BSC ecosys-
tem, says Kim: “Hungary has been designated
as a strategic location for ExxonMobil. We're
committed to continuing to make significant in-
vestments in our employees to grow skills and
capabilities for the future, and we’re very excited
about where were headed”

8 reasons to invest in Hungary
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Beefing up In
a highly volatile
energy market

To support its industrialization and
decarbonization goals, Hungary is investing in
cleaner energies and its power systems

ungary’s goals for dra-

matically expanding its

manufacturing capaci-

ties present a challenge
for a country that has also set its
energy sector formidable environ-
mental objectives. In 2020, it be-
came one of the first nations world-
wide to pass legislation committing
it to carbon neutrality by 2050, plus
it aims for 90% of its electricity to
come from low-carbon sources by
2030.

On top of that, Hungary is fo-
cused on continuing to offer some
of the European Unions lowest
electricity and gas tariffs, while
also boosting its energy independence: accord-
ing to the International Energy Agency, it relies
on imported oil and gas for around 59% of its
energy needs at the moment, with its domes-
tic production being generated from natural
gas, oil, coal, expanding amounts of renewables
such as biomass and solar, as well as nuclear
power, which is seen as a crucial component of
Hungary’s current and future energy mix if it is
to meet its goals.

“Due to the ambitious national decarbon-
ization targets, massive industrialization and
the extensive electrification of the country, we
expect a continuous increase in demand for a
great volume of base-load carbon-free elec-
tricity in the upcoming decades, which cannot
be supplied by intermittent sources exclusive-
ly if we want to secure energy independency,’
explains Lészlé Fazekas, chief financial officer
of the state-owned MVM Group, Hungary’s
largest vertically integrated energy and utility
enterprise that has a predominant role in im-
plementing the nation’s energy strategies.

Laszl6 Fazekas
Chief Financial Officer
MVM Group

LASZLO FAZEKAS
CHIEF FINANCIAL OFFICER
MVM GROUP

“Our vision is to become
a top regional utility company
with a strong focus on clean
energy and end-to-end
customer solutions.”

MVM’s activities cover the entire energy val-
ue chain and, to give an indication of the impor-
tance of the group, it employs more than 18,000
people and generates around $8 billion in reve-
nues a year, making it Hungary’s second-biggest
business overall and the 10th largest in Central
Europe. It has a presence in 23 countries and
over 11 million customers, mainly in Hungary
but also in other European nations, particularly
the Czech Republic.

Fazekas describes MVM as an asset-heavy
utility: “We have the largest power generation
portfolio in Hungary, with more than 3.9 giga-
watts installed capacity, which in 2021 con-
tributed over 20 terrawatt hours of electricity,
60% of domestic power generation” Central
to this portfolio is the country’s only nuclear
power plant, the 2-gigawatt Paks facility. MVM
also operates the 0.9 gigawatt coal-fired Métra
power plant, a 300-megawatt fleet of renewable
energy that is rapidly expanding and 700 mega-
watts of gas-fired units, which are essential for
providing flexibility to the electricity system.

“Beyond power generation, the
other major part of our assets is
extensive energy infrastructure,
including massive grid infrastruc-
ture as we have a monopoly in
Hungary’s transmission system,
natural gas pipeline infrastructure
and over 4.4 billion cubic meters of
gas storage facilities — that is about
65% of Hungary’s total capacity,
which is the sixth-highest in the
EU, states Fazekas.

He goes on to summarize
MVM’s core asset-light activities:
“Our subsidiaries include Hunga-
ry’s largest power and gas whole-
salers, we are market leader in the
open-market retail sector, all Hungarian house-
holds are supplied with power and gas by MVM
and we have a downstream presence in many
countries in the region. We are also strong in
alternative mobility in terms of e-mobility and
compressed natural gas in both Hungary and
the Czech Republic, and in small-scale be-
hind-the-meter solutions”

A sustainable and independent future

As the backbone of the Hungarian energy sec-
tor, it fell to MVM to ensure supplies remained
secure, stable and affordable during 2022, a year
of energy tensions across Europe and skyrock-
eting, volatile global prices for gas and electrici-
ty. To mitigate the negative impacts of the crisis,
the government implemented a seven-step ac-
tion plan with the active participation of MVM
Group.

“Our main focus was preparing for winter’s
supply of natural gas and we filled Hungary’s
gas storage facilities. We also increased domes-
tic power generation, which meant intensifying
production at Matra for a temporary period,
and we started to be more active in the gas up-
stream segment. We regard this as a strategic
investment and see some promising opportuni-
ties in this area in the region,” he reveals.

The results of that investment started bear-
ing fruit in February when, after positive drill-
ing and production tests, MVM and its partner,
a subsidiary of US-based Aspect Holdings, fired
up a new unconventional field in the southeast
of the country. Hungary hopes to raise annual
domestic gas output from 1.5 billion cubic me-
ters to 2 billion.

While contributing to Hungary’s energy se-
curity is a top priority for the group, becoming
net zero for carbon by 2050 is similarly import-
ant and its electrical and thermal energy gen-
eration activities are already over 78% carbon
neutral. “MVM’s sustainability efforts are fully
in line with the decarbonization goals of the
EU and Hungary. Our decarbonization strategy
has four pillars: on the one hand, direct emis-
sions reduction through phasing out coal, more
clean energy generation and fostering energy
efficiency. And on the other, transitioning from
coal to gas with combined-cycle gas turbine
projects. We're also looking at gas alternatives
like hydrogen, biomethane and biogas, plus
we're taking voluntary carbon reduction mea-
sures and participating in other sustainability
programs,” Fazekas says.

The main element of MVM’s decarboniza-
tion strategy is to phase out lignite use at Matra,
Hungary’s last remaining coal-fired power
plant, and a substantial transformation project
is underway that is converting the site to gas,
biomass and solar power. The groups program

A Heller- Forgo cooling tower at Matra Power Plant

Hungary’s energy transformation

Hungary’s strategic priorities
are energy sovereignty,
decarbonization and low tariffs

It currently generates only 41%
of its energy needs domestically

Hungary passed a law committing
to carbon neutrality in 2050

It targets 90% low-carbon
electricity by 2030, buttressed
by new capacity in nuclear
and renewables

Paks nuclear power plant
generated almost 45%
of its electricity output in 2021

Hungary had 3.9GW of installed
solar capacity in 2022, according
to trade association SolarPower
Europe. The country’s goal
is to increase this to over 6GW
by 2030

Lignite should be phased
out at Hungary’s last coal-fired
power plant, which contributes

about 10% of the nation’s

electricity production

At the end of 2022, Hungarian
electricity and gas tariffs were
the lowest in the EU, according
to global energy consultancy
VaasaETT
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MVM Group’s solar power plant at Fels6zsolca in northeast Hungary

to expand the life of its Paks nuclear plant is
another key to securing both adequate clean
power supplies and greater energy indepen-
dence in the future. The plant consists of four
blocks, which were set to expire between 2032
and 2037 — however, in 2022 MVM began pre-
paratory work to extend their lifetimes by 10 to
20 years.

In addition, the country is planning to
construct a second nuclear plant near to the
current Paks site. As Fazekas is keen to stress,
“This project is fully owned and sponsored by
the state but, due to EU competition law, it is
entirely independent from MVM. It is very
clearly stated in Hungary’s energy strategy that
we would like to preserve nuclear power gener-
ation in our energy mix and I believe that both
the lifetime extension of Paks I nuclear power
plant and the new Paks II project are vital for
energy sovereignty””

The country’s energy strategy also calls for
the share of renewables in its mix to rise from
around 14% to 21% by 2030, with solar expect-
ed to account for the majority of that increase,
and MVM is playing a considerable part in
keeping the country ahead of schedule to meet
this ambition. “Renewables have been MVM’s
fastest-growing generation sector and we plan

LASZLO FAZEKAS
CHIEF FINANCIAL OFFICER
MVM GROUP

“Both the lifetime extension
of Paks | nuclear power
plant and the new Paks Il
project are vital for energy
sovereignty.”

to continue to build our portfolio to reach at
least 800 megawatts by 2025-2026. In the long
term, we would like to attain a 25% market
share in the renewable segment. Besides solar
photovoltaic facilities, we are also preparing
biomass and geothermal projects, and we are
going to revisit the possibilities of installing fur-
ther wind-power capacity,” he comments.
Hungary’s accelerated installation of inter-
mittent renewable capacity requires wider in-
vestment from MVM in the nation’s energy net-
works, Fazekas adds: “A core goal for the next

five to eight years is to strengthen our power
grid in terms of both transmission and distri-
bution systems to integrate more renewables.
Extensive digital transformation is one of the
key pillars of MVM’s strategy. We are focused
on asset digitalization to foster renewables and
on the development of smart-energy solutions”

Ambitious for regional growth

The power giant is also investing in expanding
its footprint within Central Europe. It already
has a significant presence in the region, partic-
ularly as an energy wholesaler, while its energy
exchange subsidiary HUPX is the most liquid
power exchange in Central Eastern Europe and
provides reference prices for the Balkan coun-
tries as well.

Fazekas notes that: “MVM’s aim is for 25%
of our earnings before interest, taxes, deprecia-
tion and amortization to be coming from inter-
national activities by 2025. We have some pri-
mary target markets — like the Czech Republic,
Romania, Serbia and Croatia — and our largest
acquisitions have been in downstream oper-
ations. A very important milestone for us was
2020’s purchase of Innogy Cesk4 Republika, the
largest gas and a growing power retailer in the
Czech Republic. That brought us 1.1 million
new gas customers and 0.4 million new power
customers. Last year, we also acquired two lead-
ing Serbian energy engineering, procurement
and construction companies.”

Parallel to this geographical expansion, in
recent years MVM has invested in diversifying
its portfolio into sectors outside but supplemen-
tary to energy, such as telecommunications, fi-
nancial, security and insurance services. “Our
base of over 11 million customers represents
huge value for additional services and so were
working to become a complex solution provid-
er for those households and businesses with re-
gard to needs they have that are connected to
energy supply,” he explains.

Despite this diversification, energy will
remain the heart of the group’s business, Faze-
kas insists: “Our vision is to become a top re-
gional utility company with a strong focus on
clean energy and end-to-end customer solu-
tions, which means we are concentrating our
efforts on decarbonization, renewables, flexi-
bility capacities, power infrastructure develop-
ment and international acquisitions. These are
the central elements of MV M’s strategy for the
coming years.”
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The iconic Hungarian House of Parliament on the banks of the River Danube

Budapest:
The pearl

of the Danube

One of Europe’s most popular tourist
destinations, Hungary’s awe-inspiring capital
offers diverse experiences to suit all visitors

ourism in Hungary almost

completely  rebounded

from COVID-19 in 2022,

with 14.2 million guests
spending nearly 40 million nights
in the country, just 5% fewer than
in 2019, according to the Hungari-
an Tourism Agency. “That was the
golden year for our tourism, which
broke records with 42 million over-
night stays. We expect a full recov-
ery of our numbers this year and our
goal is to reach 50 million overnight
visitors by 2030, says Zsofia Jakab,
the agency’s deputy CEO for mar-
keting and communications.

The primary destination for
2022’ tourists was Budapest, one of
the most visited cities in Europe, which attract-
ed almost 4 million guests, with 82% of that to-
tal coming from abroad. The European Union’s
eighth-largest city has a population of about 1.8
million and is the country’s political and eco-
nomic capital. It is also stunningly beautiful,
often being referred to as the “Paris of the East”
thanks to the majestic River Danube that flows
through the city’s center, bisecting its two equally
fascinating parts: medieval and baroque Buda on
the west that is surrounded by mountains, and
Pest on the east, where the streets are lined with
elegant Art Nouveau buildings.

Unsurprisingly, the city’s riverside, Buda’s
cobbled Castle Quarter and Pest's main artery,
Andréssy Avenue, have all been named World
Heritage sites. Together, they make up what UN-
ESCO describes as: “One of the world’s outstand-

Zsofia Jakab
Deputy CEO
Hungarian Tourism
Agency

ing urban landscapes ... The scenic
view of the banks of the Danube as
part of the historic urban landscape
is a unique example of harmonious
interaction between human society
and a natural environment” But the
breathtaking surroundings are not
the city’s only attraction, states Jak-
ab, “Budapest is a thriving cultural
center with countless museums and
important centers for the perform-
ing arts”

Music lovers in particular are
well catered for in the capital of a
country that has brought the world
s0 many prominent musicians and
composers, including Franz Liszt,
Béla Bartok and Gyorgy Ligeti.
One unforgettable venue is the Hungarian State
Opera House, a glorious neo-renaissance palace
that reopened last year after a 5-year restoration
and modernization project. “Budapest has a very
unique musical culture, with the freshly renovat-
ed opera house being a prime example of that,
agrees Ferenc Marx, general manager of the small
boutique 5-star Aria Hotel Budapest, one of the
Library Hotel Collection’s luxury accommoda-
tion choices for tourists in Hungary, New York
and Toronto.

“Budapest also has one of the best orchestras
in the world — the Budapest Festival Orches-
tra — and the city’s music and opera heritage is
very important for some of our guests. We even
have our own music director, who used to work
at the prestigious local concert venue Miipa, and
he helps our guests to navigate through the city’s
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vast cultural and music scene;,” Marx reveals. The
Aria itself is dedicated to music, he adds: “Our
building has four wings and each is dedicated to
one genre: classical, opera, jazz and contempo-
rary. Each has its own design language, furniture
and background music. Additionally, we orga-
nize intimate concerts with world-class artists in
the hotel” Marx points out another of Budapest’s
attractions: “Lots of tourists come here for treat-
ments at our many well-known thermal spas,
such as Széchenyi and Gellért, we even built our
own in-house Harmony Spa.”

Budapest has been one of Europes most
visited spa cities since the Roman era, due to
the numerous hot springs that originate in the
tree-covered limestone mountains behind Buda.
In total, 13.4% of the city consists of forest and
2.3% is public parks, which provide plenty of op-
portunities to relax or enjoy sports. Maintaining
those natural spaces and environmental sustain-
ability in general are highly valued in a city that,
in 2019, elected a green-party politician as mayor,
giving Gergely Karacsony a mandate to make the
city the greenest, most liveable city in Central and
Eastern Europe.

Recently, the capital has also become a hotspot
for sporting events, having invested in new sta-
diums and arenas. For instance, it was the loca-
tion of the 2017 World Aquatics Championships
and will be the setting for 2023’s UEFA Europa
League soccer final. “This year, we will host the
World Athletic Championships as well, which is
huge for us,” notes Jakab.

The gateway to wider pleasures

The city is the perfect base for exploring the rest
of the nation, Jakab declares: “Budapest is a be-
loved tourist destination, but visitors should not
neglect the rest of Hungary. It's a small country,
so it’s easy to experience the different cosmopoli-
tan and rural regions. Maximum drive time from
Budapest to any part of the country is 3 hours and
we have great road and rail systems”

Once out of the capital, visitors will find
“wonderful countryside, culture, heritage, cre-
ative arts and many other things. Hungary of-
fers a full spectrum of options. It's a blooming
country with diverse landscapes and attributes,
an excellent quality of life and it's a safe place.
There’s also our fantastic gastronomy, from fine
dining in Budapest to traditional bistros in our
six wine regions,” she enthuses. Boasting nine
1- and 2-star Michelin restaurants, the growing
reputation of Hungarian cuisine is rooted in an
increasing number of artisan producers that are
reviving traditional animal breeds, plants, grape
varieties and production methods to create delec-
table foods and drinks, such as smoked sausages,

St. Stephen’s Basilica, which is best vi.ewed from the Aria Hotel’s High Note SkyBar
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mature cheeses and fruit brandies. In terms of
where to visit in Hungary, highlights include oth-
er historic cities, such as Debrecen and Veszprém,
the latter of which is sharing the title of European
City of Culture 2023 with the Bakony-Balaton re-
gion that includes Central Europe’s largest lake.
In 2022, however, around 70% of tourists opted
to experience its countryside, which is scattered
with picturesque towns, fairytale castles, palaces,
national parks, rivers and over 1,300 hot springs.

Budapest is also an ideal gateway to wider Eu-
rope, which particularly appeals to US visitors,
says Jakab: “The US is currently our third-biggest
source market for tourism. Before the pandemic,
it was second and, after a challenging couple of
years, we're seeing a large number of US travelers
returning here. When Americans plan visits to
Europe, Budapest is often their first or last desti-
nation on a round trip”

The importance of US visitors for the sector
is confirmed by Gyula Kanel, cluster general
manager at Continental Group Hospitality Man-
agement Company, which has eight Hungarian
properties in its portfolio, including the 4-star
boutique Hotel Moments Budapest on Andrassy
Avenue. “We get about 20% of our occupancy
from US clients, with the other 80% being a great

ZSOFIA JAKAB
DEPUTY CEO
HUNGARIAN TOURISM AGENCY

“Budapest is a
thriving cultural center with
countless museums and
important centers for
the performing arts.”

mix from Europe and Asia,” he reveals. Many of
those guests stay as part of a vacation that takes
in Austrias Vienna and the Czech Republic’s
Prague, Kanel adds: “If you visit those three and
maybe Bratislava in Slovakia, you get a wonderful
taste of European culture”

Another key tour is a week-long cruise along
the Danube from Passau in Germany, through
Austria and Slovakia and finishing in Budapest,
Kanel says: “That gives tourists time to discover
the city at the end of their trip and we can book
museums, restaurants and other programs for
them. Guests fall in love with the hotel because
they see that we provide something special, and
that’s not only about their room; it’s about the Bu-
dapest experience. I would recommend everyone
to come to Budapest and enjoy it!”

A revitalized destination for business tourism

Budapest stands at the forefront of Hungary’s
robust business tourism sector, especially as
a location for congresses and exhibitions

efore the pandemic, Hun-

gary’s business tourism in-

dustry was growing by 13%

a year, with 30% of events
held in the country being organized
by international companies and
bodies, particularly ones from the
US, the UK and Germany.

The sector was brought to a
standstill by COVID-19, but it is
back in action again and advancing,
according to Zséfia Jakab, deputy
CEO for marketing and communi-
cations at the Hungarian Tourism
Agency: “We're seeing a new trend
of people traveling for both busi-
ness and pleasure, with business travelers ex-
tending the length of their stay in the country,
for instance” Many of these travelers are taking
advantage of the development of newly designed
4-star hotels in recent years, such as the highly
recommended Up Hotel in Budapest.

While the Hungarian countryside and cities
like Szeged, Pécs, Debrecen and Veszprém are
popular locations for business tourism, almost
80% of conferences and other larger events take
place in Budapest, which is currently ranked as
the 12th best global city destination for the sec-

Flexibility, Reliability

Gabor Ganczer
CEO, Hungexpo

tor by the International Congress
and Convention Association.

“One of Budapest’s key advan-
tages is its accessibility and interna-
tional connectivity. In addition, the
city’s atmosphere and beauty make
it exceptional; there are plenty of
hotels; gastronomy, social life, mu-
seums and culture can all be found;
it's an incredibly safe environment
with a reliable economy and im-
pressive infrastructure. When it
comes to international congresses,
another advantage is worldwide
recognition of Hungarian exper-
tise and the presence of Hungarian
professors on many international association
boards,” explains Gabor Ganczer, CEO of Buda-
pests Hungexpo, Central and Eastern Europe’s
leading exhibition and conferences organizer
that operates the region’s largest multifunctional
venue for those events.

“We organize exhibitions in many areas, such
as agriculture, construction, travel, even fishing
and hunting, not to forget gastronomy events
like Sirha Budapest, which is at the heart of Cen-
tral Europe’s eco-sector. We're also the only loca-
tion to have hosted the finals of the prestigious

Innovation, Entrepreneurship,

MEDITOP Pharmaceutical Ltd. is a rapidly developing
medium sized Hungarian pharmaceutical manufacturing
company with its own research and development capacities.

meditop

www.meditop.hu

Budapest’s multifunctional congress center offers seven halls

European Bocuse dOr cooking competition
twice. We organize a lot of congresses as well, for
example, in the field of medicine, plus we've had
FIFA and UEFA congresses, product launches
and numerous other corporate, international
and national events,” says Ganczer.

Hungexpo has evolved dramatically since
2005 when it was privatized to the French group
GL events, which invested in modernizing and
expanding the site’s facilities over the next de-
cade. “We successfully changed the perception of
Hungexpo so that it was chosen to host national
and international events,” he states.

But Budapest was still missing out on attract-
ing major projects that were instead going to Eu-
ropean competitors like Barcelona, Vienna and
Prague. Something had to be done to improve its
market share and, in 2015, it started negotiations
with the Hungarian government about buying
back the property and investing in its future.
Having successfully demonstrated the multipli-
cator factors of business tourism to the economy,
the organization now rents the site’s land and
buildings from the Hungarian state.

“Concurrently, the government agreed to in-
vest over $170 million on redeveloping the ex-
hibition area, creating a conference center and a
new iconic building that opened in 2021, which
is now a symbol for Hungexpo. Finally, Budapest
has a modern, multifunctional congress center it
can be proud of” Ganczer asserts. Today, the re-
vitalized site offers 70,000 square meters of flexi-

ble floor space in seven state-of-the-art halls, the
outstanding conference center and smaller spac-
es, while its extensive kitchens can cater for 2,000
covers at a time. With the capacity to host up to
20,000 delegates, the new Hungexpo is forecast
to become one of Europe’s top-five conference
destinations in the future.

Progress toward that future had to wait until
after the pandemic subsided, he discloses: “The
one and only positive thing about the COVID
crisis was that, as we were in lockdown, we were
able to finish our renovations without any ob-
stacles. The forced break was also an occasion
to explore new business opportunities. We re-
alized our empty halls are just like film studios.
Hungary is a great destination for film shooting
as production companies can benefit from tax
incentives and well-developed infrastructure.
The country is well known within the industry
and we noticed that its studios were all booked
out, so we introduced Hungexpo Studios to the
market”

With the supply chain already in place for
productions, including catering, security and
cleaning, Hungexpo rapidly attracted a number
of shoots, mainly from the US, he comments:
“The most significant ones have been from Dis-
ney and Netflix. It was thrilling to welcome the
movie stars and we're planning to keep this part
of the business. We've proved that Budapest and
Hungexpo are the right choice, not just for cor-
porate events, but also for film productions”
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“Budapest is a gemstone,” said Will Smith after filming “Gemini Man” in the city

A booming film
and television

industry

In just a decade, Budapest has built up its
audiovisual sector almost from scratch to
become the second-biggest film production
service hub in Europe after London

he Hungarian film industry is boom-

ing: the total value of registered film

projects expanded by 30% in 2021 and

then by a further 20% to exceed $690
million in 2022, a year when more than 300 pro-
ductions were staged in the country, mainly in
its capital. “Budapest is now the second-biggest
film production hub in Europe after London,”
exclaims Csaba K4éel, film commissioner and
chairman of National Film Institute Hungary
(NFI), the organization tasked with promoting
and developing the countrys film, television
and moving image industry.

Recent winners of Oscars, Golden Globes,
Emmys and BAFTAs have been made in Bu-
dapest. “A great example is Denis Villeneuve’s
‘Dune’ for Legendary Pictures and Warner
Bros., which won six Oscars in 2022, K4el
states. “Major movies are being shot here by the
biggest production companies and Hollywood
studios, as well as TV mini-series from the likes
of Netflix, Amazon and HBO,” he adds.

Hungary has risen to global prominence in
the sector in just the last decades, but its her-
itage in the industry goes back much further,
as Kael explains: “Film, music and arts are very
much rooted in Hungarians DNA and the
country has hosted a professional movie indus-
try for 122 years. Over that time, we've fostered
huge talents. For instance, at the beginning of
the last century, two of our important film-
makers left Hungary for Hollywood: William
Fox, who founded Fox Film Corporation, and
Adolph Zukor, who set up Paramount Pictures.
The actors Bela Lugosi and Zsa Zsa Gabor were
also Hungarian, as was the composer Miklds
Rézsa and Michael Curtiz, who started his di-
recting career here with silent movies and then
became famous with ‘Casablanca. There are
many others”

CSABA KAEL
FILM COMMISSIONER AND
CHAIRMAN, NATIONAL FILM
INSTITUTE HUNGARY

“Hungary’s tax incentive,
location, infrastructure and
strong industry knowledge
have opened our doors to big
international productions.”

Despite this wealth of talent, Hungary was
unable to realize the creative potential of its do-
mestic audiovisual sector until after the fall of
the communist regime in 1989. “It then took us
30 years to completely reform our film indus-
try. We began by establishing a national film
fund with funding that was guaranteed by the
government in order to start financing certain
productions. The next step was developing
film-business infrastructure, and so on. Today,
20,000 people in Hungary are working in the
film industry. It was a fascinating process, be-
cause the work was done in parallel by the gov-
ernment and the private sector;” he says.

The culmination of this process came in Jan-
uary 2020 with the launch of the NFI to support
the production of movies, TV films, dramatic
miniseries, documentaries and animation in
Hungary. “As in all European countries, the in-
dustry is subsidized by the government, but my
plan with the NFI was to combine the promo-
tional and developmental efforts of the public
and private sectors in one organization,” notes
Kael, who is himself a lauded director and a
regular face at the top international film festi-

vals, where he and his team offer comprehen-
sive information about Hungarian films and
their creators, and explain why Budapest has
become a leading destination for international
productions.

A country with numerous advantages

The reasons for that are plentiful, he states:
“Among the main ones are economic factors.
Every European country offers a tax rebate, but
Hungary’s tax incentive is one of the strongest.
What’s also important is that it's guaranteed.” In
reality, the financial incentives may be the best
on the continent, with a 30% tax rebate available
for pre-, during or post-production expenses
plus above- and below-the-line wages, financing
costs, administration, insurance, accommoda-
tion and more. On top of that, the government
has set no caps on the incentives and claimants
receive their rebates much more rapidly than in
other countries as well. Coupled with the tax
benefit, overall production costs are low: it is
about 25% cheaper to make a film in Hungary
than in the UK and 35% cheaper than in the US,
for example. In addition, the entire administra-
tion process is streamlined, with a single win-
dow available that covers everything from tax,
to legal registration and location permits.

Then there are all the attractions of the Hun-
garian capital itself, comments Kael: “Budapest
is unique as a local cosmopolitan city. New York
is a global cosmopolitan city, but Budapest is a
peculiar cultural metropolis of the Central Eu-
ropean region, you can really feel the influence
from places like the Balkans, Germany and Italy
here. It has a wonderful cultural mix that in-
cludes opera, theaters, concert halls, museums,
galleries, fine food and wine. Its also a very
safe and livable city, because it’s not big, which
means international stars who stay in the city
center can reach the main studios in 20 minutes,
including the NFIs state-owned national film
studios. That’s why Budapest is so special and it’s
why people in the film business like to be here”

The city’s cosmopolitan past and present is
reflected in the vast diversity of its fabulous his-
torical, contemporary and industrial architec-
ture, enabling Budapest to stand in for any city
in Europe or further afield at any point in histo-
ry, from classical times to 2023 and beyond. And
there are incredible location possibilities in the
rest of the country too. “Hungary offers broad
historical heritage. For instance, we have plenty
of castles, which are great for shooting — you
can find English, Hungarian, French and many
other styles of castle. It also has stunning natural
environments, including amazing forests, lakes,
mountains and you can even shoot the desert
here. It's an extremely rich and diverse country;’
he discloses.

If Hungary’s cities, towns, villages and coun-
tryside cannot provide the right backdrop for a
production, the backlots of its film studios can.
“There are five large studios in the Budapest
area, four privately owned plus NFI Studios.
We've recreated part of Paris’ Notre-Dame ca-
thedral, a Midwest American street and an old
Hungarian castle in our backlots, while scenes
in ‘Blade Runner 2049 were shot in our water
tank, the largest outdoor tank in continental Eu-
rope. It's a very special place;” Kael asserts.

NFI is currently expanding the facilities
and services at NFI Studios to cater for the ev-
er-growing demand to film in Hungary. Due to
be completed next year, four new soundstag-
es are being constructed over 10,000 square
meters, which will quintruple the site’s studio
space. In addition, 3,000 square meters of of-
fice buildings, new catering facilities and a vast
warehouse are being built, while NFI Studios’

Top made-in-Hungary productions

Halo
Microsoft Studios, 343 Industries,
Showtime, Amblin Television

Blade Runner 2049
Columbia Pictures, Alcon
Entertainment, Scott Free
Productions, Thunderbird

Tom Clancy: Jack Ryan
Paramount Television, Amazon

The Continental
Lionsgate

Terminator: Dark Fate
Skydance Media, 20th
Century Studios, Paramount
Pictures

Dune
Legendary Entertainment,
Warner Bros.

Moon Knight
Marvel Studios

The Alienist
TNT
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Csaba Kael
Film Commissioner and
Chairman, National
Film Institute Hungary

Marta Fekszi
CEO
Origo Film Group

existing buildings are being renovated and
modernized to incorporate, for instance, renew-
able energy.

This investment was essential for Hungary
to remain competitive in the European film in-
dustry, Kéel says: “It was difficult to reach sec-
ond place after London and it will be difficult
to keep it. That’s why the studio development is
important and that’s why continually investing
in new digital post-production technologies is
also vital”

The NFI Filmlab is Hungary’s most expe-
rienced film laboratory and offers a full range
of digital services. It is also one of the strongest
analog film labs in Europe. “Analog has become
very fashionable again. A lot of movies that were
shot in digital are being copied back to film, be-
cause it is a great material for saving content.
The NFI has a wonderful film archive, which is
the biggest in Central Europe, and our Filmlab
is also responsible for reconstructing and reviv-
ing old Hungarian films, such as Michel Curtiz’s
movies from the silent age,” comments Kael.
Once restored, NFI makes those films available
to viewers through channels such as the hugely
successful Budapest Classical Film Marathon
festival and FILMIO, a unique streaming ser-
vice in Europe, offering only Hungarian movies.

Kéel would like to bolster the country’s
post-production activities, he says: “Typically,
international productions shoot here, then pack
up and leave. But nowadays, post-production
can easily take place in Hungary via internet
connection. Also, the country offers enormous
opportunities in post-production sound. We
have eight symphony orchestras in Budapest
and we have extremely talented creatives, com-
posers and music writers.”

Nuturing Hungarian talent

As he points out, a further advantage for pro-
ductions in Hungary are its skilled creative and
technical workforces that speak English and are
prepared to put in long hours. “We have trained,
talented professionals for all phases and fields of
film production, including set and costume de-
sign and construction, as we have people with
extensive backgrounds in fine arts and theater
working in our industry. All of our specialists
are highly professional and people like work-
ing with them. For instance, Ridley Scott, who
has directed three films in Budapest, told me he
really enjoys shooting here because everyone is
warm, friendly and professional,” Kael reveals.

To ensure the country continues to devel-
op its talent ecosystem for the industry, NFI
works in close collaboration with Hungari-
an film schools and runs its own training and
mentoring schemes. Among these are training
programs that aim to eliminate skills shortag-
es across the sector and its internship program,
which connects students and film school gradu-
ates with producers looking for interns.

Since it was founded in 2022, NFI has also
taken over responsibility for the public fund-
ing of domestic productions. It provides grants
amounting to a total of around $47.5 million a
year for the development, pre-production, pro-
duction, marketing and distribution of film and
television projects, including documentaries
and animations. Foreign projects can apply for
this support through registered Hungarian pro-
duction companies and the NFI is authorized to
finance up to one-third of a local-international
coproduction budget.

“We have to open our minds and our prac-
tice toward coproductions because they can
generate higher income and we can reach
much larger distribution markets through our
international coproduction partners,” states
Kéel; “Hungary’s tax incentive, location, infra-
structure and strong industry knowledge have
opened our doors to big international produc-
tions. Now, we would like to use our creative-
ness in the field of collaborations. Hungarians
have many unique stories to tell and I would like
to invite American producers to collaborate, as
they also have incredible DNA in movies. This is
the way forward!”

A substantial number of the major inter-
national projects filmed in Budapest to date
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d post-production facilities

have chosen Origo Studios, one of the leading
private-sector players. Over 90% of its pro-
ductions come from the US and its partners
include names like Warner Studios, Legendary
Entertainment, SONY Pictures, Netflix Studios,
Amazon Studios, Lionsgate, StudioCanal, Sky-
dance, Gaumont, TNT, Paramount Pictures,
Alcon Entertainment, Disney, FOCUS Features,
Columbia Pictures and Twentieth Century Fox.

“We've worked with some of the biggest
names in the industry, including Denis Ville-
neuve, who returned to Origo Studios to film
his multi-million-dollar adaptation of ‘Dune,
and we've played a role in some of the most
significant recent global productions, such as
Marvel’s Disney+ show ‘Moon Knight, the up-
coming ‘Dune’ sequel and the video-game ad-
aptation ‘Borderlands}” says Marta Fekszi, CEO
of Origo Film Group, the studio’s parent orga-
nization.

No more than 20 minutes from Budapest’s
center and 30 minutes from its airport, Origo
is Hungary’s largest and most versatile mov-
ie studio complex, notes Fekszi: “Were the
second-most-preferred studio in Europe be-
cause we can serve all of our clients” different
needs and demands. Our Hollywood-stan-
dard complex is fully equipped and includes
10 soundstages covering 18,000 square meters,
post-production facilities, shooting and other
equipment, offices, warehouses, backlots, trail-
er parks and the largest trailer fleet in Central
Eastern Europe”

MARTA FEKSZI
CEO, ORIGO FILM GROUP

“We're the second-most-
preferred studio in Europe
because we can serve all of
our clients’ different needs
and demands.”

Origo’s facilities and equipment are state
of the art: not only are its high-ceiling studios
sound and echo proofed, but it has the capac-
ity to suspend hefty props like tanks, helicop-
ters and planes from the top of its largest stages.
“We’ve also managed to support 8 tons of pres-
sure for productions like Ron Howard’s ‘Infer-
no, which required a huge water tank during
shooting,” she states. Origo’s post-production
services are similarly cutting edge and it has in-
house capacity for 16mm and 35mm negative
processing, 2K and 4K dailies, plus final finish-
ing support for feature film, TV and commer-
cial projects.

Fekszi points out that Hungarian tax regu-
lations allow for only post-production or sep-
arately ordered screening services to be eligible
for the sector’s generous rebate: “Importantly,
the film industry’s tax rebate is also independent
of any other bilateral taxation agreements and
productions can reclaim VAT as well”

Origo has a proven track record in delivering
a comprehensive range of best-in-class, flexible
and professional services that meet and exceed
its clients’ expectations. “It’s this level of com-
mitment that makes them return to us time
and time again. Were constantly evolving and
adapting to new production and post-produc-
tion requirements,” declares Fekszi.

One illustration of this is how it has adjusted
its procedures to address challenges emerging
from the recent growth in TV-series projects
from global streaming platforms, she explains:
“These platforms often need longer-term con-
tracts lasting several years. We offer flexible
terms starting with the first season, we priori-
tize prolonging their contract and presence in
our studio, and we grant an affordable ‘holding
period’ for their set in our soundstages. In ad-
dition, streaming productions rely heavily on
our post-production services and require more
storage capacity, so we have invested in a highly
scalable information technology system to sup-
port this”

There are a number of other attributes that
make Origo stand out. These include the fact
that its focus on lowering its carbon footprint
has made it a ‘green studio’ and it is the only
studio in the world with a mobile laboratory for
COVID tests. For Fekszi, it is little details that
make Origo unique: “For example, casts and
crew are welcome to bring their furry friends
to our dog-friendly site. We're committed to
ensuring our clients have an enjoyable and
memorable filming experience” While Hun-
garian projects represent a small percentage of
Origo’s schedule, it treats them with the same
level of care and Fekszi believes that its hosting
of so many major international productions has
had a positive impact on the domestic industry:
“We’re creating opportunities for Hungarians to
work alongside the best in the world”

1]13
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Global content demand drives growth

ith 95% of the value produced

by Hungary’s film industry com-

ing from international projects,

“Hungary is now a manufac-
turing base for foreign films and a production
service provider for international companies,”
says Gyorgy Rajnai, CEO of Korda Studios, an
extensive, highly advanced film studio complex
about 18 miles west of Budapest, whose recent
credits include Paramount+s science-fiction
series ‘Halo’ and Marvel’s ‘Black Widow”

For Rajnai, finance is the key to Hungary’s
attraction of international productions: “You
can have the best location, facilities and weath-
er, the most stable legal system and streamlined
procedures, but if youre not offering the right
tax incentive, your industry won't develop.
Korda was established in 2006 and it took us a
few years of lobbying to get the government to
introduce the film tax incentive. The country
now gives 30% back, which is a major magnet
to producers and has put our film industry into
Europe’s top tier”

The second-most important factor is Hun-
gary’s state-of-the-art technical capabilities, he
believes: “While facilities throughout Europe
are very aged, Hungary’s are brand new and
have the capacity for large projects. Our crew
and entire talent ecosystem have also evolved
over the last 15 years to match the needs of
high-level projects”

Korda’s own facilities and skilled workforce
are at the forefront of the Hungarian industry.
At present, it offers seven soundstages cover-
ing 17,000 square meters, around 15 hectares
of empty backlots, 10 hectares of backlot sets,
nearly 3,000 square meters of accommodation
and 7,000 square meters of warehouses and
workshops. “Our largest studio is the biggest
in the European Union! It’s the size of a soccer
pitch, 6,000 square meters. That enabled Korda
to attract top-level producers and directors such
as Ridley Scott even before Hungary’s tax rebate
for productions was raised,” states Rajnai.

Other distinct features include a built-in wa-
ter tank that can be filmed from outside with no
special equipment and Korda’s well-maintained
backlots, he adds: “Our backlot sets include a
renaissance town, a New York street and a me-
dieval village that has been used for all five sea-
sons of Carnival Films’ “The Last Kingdom’ tele-
vision series, plus its feature film. In addition,

Hungarian

Already a sought-after location for international
movies and TV productions, the expansion of
Hungary’s film industry is speeding up to cater
for the rise in streaming platforms

ey -

At Korda FiImpark, visitors ca discover the stories behin the studio’s productions

because we are located outside Bu-
dapest, we've been able to position
ourselves as the outdoor guys: a lot
of productions want to shoot in the
many splendid landscapes such as
forests, mountain ranges and lakes
that are easy to travel to from our
studio”

Kordas world-class in-house
services embrace all aspects of a
project from pre- to post-produc-
tion, and it also acts as a ‘fixer,
linking international filmmakers
with the top local suppliers of any
other services they might require.

cities of the past,
present and future

The country’s flourishing smaller cities and
regions include one that has been named
European Capital of Culture 2023

n 2021, a new must-attend

annual event entered the cal-

endars of those working or

interested in Hungary’s film in-
dustry: the Hungarian Motion Pic-
ture Festival that showcases about
100 of the best of the country’s latest
releases across feature films, televi-
sion films and series, plus documen-
taries. Just like the previous editions,
2023’ festival will take place in June
at venues in and around the city of
Veszprém.

Located in northwest Hungary
and with a population of 60,000,
Veszprém is one of the nation’s old-
est cities, says its mayor, Gyula Porga: “It was
founded around the same time as the state of
Hungary in 1001. The first Hungarian king, Ste-
phen 1, gifted the city to his wife Gisela and it
been known as the city of queens ever since.” Ste-
phen also established Hungary’s first archdiocese
in Veszprém, which was also home to the coun-
try’s first higher education institution. “Its al-
ways been a center for city, state and government
organization, as well as for religion, culture and
education. Veszprém is more than a millennium
old, but it never seems to age because, as a reli-
gious and educational center and with a popula-
tion that has a strong intellectual background, it’s

Gyula Porga

Mayor of Veszprém

constantly adapted and developed,”
Porga asserts.

This adaptability is reflected in
an incredibly robust economy, with
Veszprém currently boasting an un-
employment rate of just 1.5%. Many
multinationals are based in the area
that are predominantly operating in
the automotive, robotics, automa-
tion and electronics industries. “As
well as manufacturing, those com-
panies have a strong foothold in re-
search and employ more than 3,000
research engineers here,” he states.
Examples of this include Germany’s
Thyssenkrupp that is developing
smart driving systems for autonomous vehicles,
and Balluff, which is researching sensors and
network devices for industrial automation. Lo-
cal businesses work closely with the city’s most
important education institution, notes Porga:
“The University of Pannonia’s strongest faculties
cover engineering and information technology. It
works with companies on research and innova-
tion and is a great contributor to our workforce
supply”

Another major industry is tourism. Veszprém
is packed with architectural reminders of its long
rich history, particularly on Castle Hill that stands
proud over the city. And it is surrounded by fabu-
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Gybrey Rajnai
CEO, Korda Studios

“The relationships we build with
production and service companies
is what gives us an edge: we really
work from the heart. Our parent
firm has a huge Eastern European
property portfolio and yet our goal
is not only about making more
money, it's about building trust,
Rajnai asserts.

As he explains: “Our job is
to provide the best logistics and
workflows, and to maintain our
equipment at the highest standard,
so that we don’t cause any delays.
For example, a $100-million proj-

ect might be with us for 6-8 months. However,
the highest-paid actors will only come in for a
few days and we have to be sure that everything
works perfectly on those days.”

Over the last 5 years, Hungary has seen co-
lossal growth in international streaming com-
panies wanting to shoot in the country and Ra-
jnai is conscious that this could lead to a drop
in national standards if not managed correctly:
“There’s a lot of demand, but it’s fragile. Studios
have to be careful and serve all producers with
their heart and soul. That’s been key to Korda’s
success.” To take advantage of the global clamor
for more audiovisual content, the studio is one
of the few in Hungary to have started develop-
ing its own productions, he highlights: “We’re

GYORGY RAJNAI
CEO, KORDA STUDIOS

“There’s a lot of demand,
but it’s fragile. Studios have
to be careful and serve all
producers with their heart
and soul. That’s been key
to Korda’s success.”

using all our strengths that we've built in the last
10-15 years and taking a step-by-step approach,
starting with the Hungarian market. People
worldwide are eager for stories that touch the
heart — that’s a global characteristic we want
to exploit”

Others in the industry are confident that
Hungary can handle the increase in demand
with ease. One of them is Gergely Varga, CEO
of Budapest-based Shooteasy Production Ser-
vices, which provides experienced fixers, crew,
equipment and locations to international pro-
ductions.

In his view: “Hungary has numerous com-
petitive advantages as a filming location. Al-
most everything is possible here and the people
working in the Hungarian film industry are as
good as those in the US. Yes, were seeing really
tremendous growth in activity within the local
film sector — that’s why more and more studios
and stages are needed and they are being con-
structed right now.”

b

New exhibition spaces have been created on Veszprést historic Castle Hill

lous natural environments. “The forested Bakony
hills in our immediate vicinity offer great trek-
king routes throughout the year and skiing slopes
in winter. Veszprém is also less than 15 minutes
away from Central Europe’s largest sweet-water
lake, Lake Balaton, which is the country’s most
popular holiday destination during the summer,”
he reveals.

Reasons for that abound: with the lake and its
shores providing plenty of opportunities for wa-
ter sports, hikes, cycling or relaxing on the beach.
The many small villages and chapels in the hills
above the lake are fascinating to explore too, as
are the slightly larger waterside towns like Bala-
tonfiired. As Porga puts it, “I would encourage
everybody not to miss out on visiting Veszprém
and the Bakony-Balaton region, where you'll
enjoy experiences similar to those in French
Provence or Italy’s Tuscany as well as our famous
Hungarian hospitality.”

Culturally rich community

The region as a whole is a dynamic hub for cul-
ture and creativity, which is why in 2018 an in-
ternational independent jury working on behalf
of the European Union selected Veszprém and
the Bakony-Balaton region as European Capi-
tal of Culture for 2023. “Veszprém is the second
Hungarian city to receive this prestigious title.
The first was Pécs, which is bigger, and it was pre-
sumed that another large city would be awarded
the title next. However, Veszprém and the Ba-
kony-Balaton region is a culturally rich commu-
nity and our regional approach to being Capital
of Culture won over the international jury,” ex-
plains Porga.

It is not the only time Veszprém has been rec-
ognized for its cultural significance, he adds: “In
2019, we were designated as a UNESCO City of
Music and our music festivals are popular world-
wide” The outdoor VeszprémFest that incorpo-
rates all genres from jazz to opera and Utcazene
Street Music Festival are among the most well
known of those annual events and both take
place in July this year. Music has a central role
in Veszprém’s cultural life, as evidenced by the
sheer number of venues for classical and mod-
ern performances, but the city also has thriving
theatrical and visual arts scenes, while its inviting
cafes, bistros and restaurants serve up a myriad
of culinary delights. Veszprém-Balaton’s Euro-
pean Capital of Culture 2023 program shines
a spotlight on all of the city’s cultural diversity,
gastronomy and traditions, with a wide variety of
daily events taking place throughout the year in
Veszprém and 118 nearby towns and villages in
the Bakony-Balaton region.

Recent developments will ensure visitors to
Veszprém during 2023 and beyond are not disap-
pointed. “We’ve renovated historically significant
buildings in the city center, which we’re filling
with cultural content, and we’re reconstructing

our medieval Castle District to create new exhi-
bition spaces. We've also increased our accom-
modation capacity by a large margin, our railway
station is being revamped and we're establishing
a new Digital Experience Center in the heart of
Veszprém,” says Porga. As well as benefiting tour-
ists, these developments are aimed at enhancing
the city for residents, he reveals “The European
Capital of Culture title is a tool for reaching our
long-term goal, which is to make Veszprém one
of Europe’s top-20 most-livable cities in its cate-
gory. It’s quite an ambitious undertaking, as we're
currently in 54th place. We're working toward
being a vibrant, green city, with people-oriented
public spaces and a focus on creative industries
— a place where it’s enjoyable to work, raise a
family and live an eventful life. The 20th century
was the era of big, metropolitan cities. I believe
that the 21st century will be the era of mid-size
cities, with Veszprém being a leading example”
Less than an hour’s drive south of Budapest
is another medium-sized city with a historic past
and a flourishing present: Kecskemét. Favored
by tourists that relish Art Nouveau architecture,
gastronomy, spas and horse riding, the city has
a very modern economy. “Mercedes-Benz’s con-
struction of a plant here in 2008 gave a substantial
boost to our region; it created thousands of jobs,
opened up possibilities for smaller businesses and

GYULA PORGA |
MAYOR OF VESZPREM

“The European Capital of
Culture title is a tool for
reaching our long-term goal,
which is to make Veszprém
one of Europe’s top-20 most-
livable cities.”

it has since established a second plant for electric
cars. However, our economy is diversified, with
not only the automotive industry, but also food
processing, plastics and logistics being significant
sectors. Were an open, innovative city. Small by
US standards, but on the global economic map,”
says the city’s mayor, Klaudia Szemereyné Pataki.

With a future-proofed economy secured, her
attention has turned to building up other aspects
of Kecskemét: “It’s time for a change in priorities.
The pandemic highlighted the importance of
real values: human relations, community build-
ing and culture, and I would like to put higher
emphasis on developing cultural activities. This
period of the 21st century is full of challenges for
families, cities, countries and even continents.
Focusing on eternal human values will help us to
get through these years and to preserve a future
for the next generation.”

Pedestrlanlze Kossuth Square is the settln for many of-Debreen’s public festivals
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Debrecen’s airport offers direct flights to an increasing number of destinations

Debrecen city: Hungary’s investment
champion is second to none

With a history going back over 1,000 years,
the country’s second-largest city has a
thriving, modern economy that is attracting
growing numbers of investors

trategically located just 137 miles

to the east of Budapest, the histor-

ic, cosmopolitan city of Debrecen’s

stunning mix of architectural, cultural
and natural treasures has made it one of
Hungary’s top tourist destinations. Home to
200,000 people, the dynamic metropolis is
also Eastern Hungary’s hub for commerce,
industry and administration. We asked De-
brecen’s mayor, Laszlé Papp, to introduce
the city and its ambitions.

Debrecen has always played a crucial part
in Hungarian history and it was the capital of
the nation twice, during very critical periods.
Today, Debrecen is not only Hungary’s sec-
ond-largest city, it is also one of country’s stron-
gest development centers that is currently expe-
riencing unprecedented growth across various
economic sectors.

It's important for people to realize that there
is more to Hungary than just Budapest. Hun-
gary is a small 10-million-inhabitant country
and, beyond our city’s borders, Debrecen has
a regional sphere of influence that includes 3
million people, which is one and a half times
more than the population of a nation like Slo-
venia. We don’t aim to compete with Budapest,
which has great values and assets, but I believe
the country would benefit from having multiple
strong regional city centers for future develop-
ment possibilities. Debrecen is in a better po-
sition than most other cities in that regard and
our ambition is to be a viable regional center
that is at par with the capital.

Debrecen has undergone exceptional
development and economic transformation
since you were first elected mayor in 2014,
as evidenced by the fact that the business
taxes the city collects have more than

LASZLO PAPP
MAYOR OF DEBRECEN

“In its most recent global
rankings, the Financial Times’
fDi Intelligence recognized
Debrecen as one of the
world’s 10 best investment
promotion destinations.”

doubled and by the number of international
investors that have moved into the city,
which attracted $940 million in foreign
investments in 2021 alone. What lies
behind this metamorphosis?

When I was elected, my top priority for the
next decade was to strengthen the city’s econo-
my — that was Debrecen’s only weak link. The
city already offered political stability, which
makes it a very attractive place to do business
in, and it was known as a traditional work base.

However, in spite of our high quality of ed-
ucation at both secondary and higher educa-
tion levels, we noticed that young people were
unable to find jobs in the city. So, in 2014, we
started to create a new kind of economic de-
velopment strategy for the city: we developed
industrial infrastructure and established a new
local support system for the economy. We also
devised a very coherent and well-grounded city
development plan, because another of my pri-
orities was to adopt a long-term strategy that
covered several decades and not only my term
as mayor.

In comparison with other cities, we aim to
always be one step ahead as well. Although we
applied for quite a lot of central government
support for our development projects, we didn’t
wait for approval, but proactively created a fi-
nancing system for our local investments to

ensure our projects could start as soon as pos-
sible. As a result of those efforts, we currently
have $11.7 billion in investment capital within
the city. Debrecen has managed to attract such
a high volume of investment because it has a
strategic plan for the future that makes it look
reliable in the eye of investors that are choos-
ing a location. In fact, in its most recent global
rankings, the Financial Times fDi Intelligence
recognized Debrecen as one of the world’s 10
best investment promotion destinations, along-
side places like New York, Dubai and Berlin.
This is a huge achievement for us.

Two new arrivals to the city stand out. Last
year, BMW Group started constructing a
$2-billion factory that will produce electric
vehicles and their batteries. According to
Milan Nedeljkovi¢c, a member of BMW'’s
board of management: “In Debrecen, we
are building the most advanced plant in the
world. With our iFactory, we are setting new
industry standards.” Also in 2022, China’s
Contemporary Amperex Technology Limited
(CATL) announced it is investing $7.5
billion in a 100-gigawatt-hour lithium-ion
battery plant. A CATL spokesperson stated
that Debrecen was chosen for its business
environment, infrastructure, logistical
connections, long-established automotive
industry and competitive workforce. Both
investors have committed to using green
energy in their new operations. What do
these projects mean for the city’s economy
and what role does sustainability play in
Debrecen?

BMW and CATL are the most important
entities within Debrecens new economic de-
velopment and we are very proud that two of
the largest industrial factories of the 21st cen-
tury will be here in our city, one working in the
field of electromobility and the other in energy
conservation and storage. Together, they are
employing thousands of Hungarians and con-
tributing to a healthy and dynamic local econo-
my. The future of Debrecen will be rewritten by
the arrival of these two companies and, going
forward, electromobility and energy storage
will be our two economic priorities. These are
decisive areas for industries globally and I can-
not imagine the green transition will be possi-
ble without them.

In line with our economic expansion am-
bitions, one of our top priorities is green and
sustainable development. We started a program
to transform the city’s energy supplies toward
more sustainable energy sources in 2014, with
the objectives of cutting down use of natural
gas and replacing fossil fuels with solar and geo-
thermal sources. The global energy crisis that
we are all experiencing is accelerating our en-
ergy transition and we are implementing pho-
tovoltaic projects across the city at the moment.

Over 50% of the workforce in the Debrecen
region has vocational or higher education
qualifications and the city is renowned for
fostering cooperation between industry
and its world-class education institutions,
which include one of Hungary’s best and
most research-focused universities. BMW
has recently revealed that it is launching a
dual-education program with local partners,
indicating how capable those institutions
are at nurturing skills companies need. How
pivotal is education and training to your
Debrecen 2030 master plan?

Human resources development is key for
us and Debrecen has been investing in high-
er education and schooling for a long time.
Our Debrecen 2030 plan is also very centered
around education, which will be a core pillar
for the future of our city. Competition for to-
morrow’s labor market starts in schools and we
must ensure that our schools cater to the needs

Eastern Hungary’s strong economic center

Hungary’s_ énd-biggest city

o O

Population of 210,000, with
3 million in its regional sphere

137 miles from Budapest and
close to Romania and Ukraine

=

Hub for e-mobility and batteries

$11.7 billion in investment capital
already in the city

1,500 hectares of industrial parks
and Hungary’s 2nd-largest airport

of that market. We started intro-
ducing changes to our secondary
and tertiary education programs
in 2015 — my position was that
we should focus on what will be
profitable for the city, taking into
account its ongoing development.
Given the growing status of the
automotive industry in the region,
we have accelerated the transition
of secondary school programs to-
ward mechanical engineering, for
instance. Notably, we saw a 40% in-
crease in applications for our auto-
motive engineering programs after
the arrival of BMW.
Our university is open to enhanc-

ing its cooperation with industrial partners,
which means we could launch new programs
that could, in turn, attract growing numbers
of students to our secondary and tertiary edu-
cation systems. Debrecen also runs vocational
training programs in conjunction with indus-
trial and corporate partners, so that second-
ary-level and university students can combine
their educational curriculum with practical
courses in industries.

Laszl6 Papp

Companies in the city benefit from extensive
modern highway and rail transport
infrastructure, as well as Debrecen’s
international airport, the second largest in
Hungary, that handled 600,000 passengers
in 2019. As part of its 2030 strategy, the
city plans to further develop the airport so
passenger numbers can grow to at least
2 million a year. What other aspects of
Debrecen’s infrastructure you would like to
highlight to potential investors?

One thing we have achieved is the expansion
of our industrial park areas. Eight years ago
they covered 150 hectares, but now we have 10

Mayor of Debrecen

gary and beyond

times more industrial space avail-
able for investors. In practice, the
western side of the city hosts our
industrial parks, while the eastern
part is mainly residential. Econom-
ic development and expansion is
also bringing huge changes in our
real estate market. 16,000 new jobs
have been created in Debrecen in
recent years and we need to ac-
commodate this new workforce by
enlarging our housing supply. We
also plan to develop community
transportation, which includes the
airports modernization and ex-
pansion.

Local experts in infrastructure

Two locations that demonstrate the range of
infrastructure available to companies moving
into the city are Debrecen Regional Innovation
Science and Technology Park and the multi-
modal logistics, industrial and service center
at the airport. The first is a well-established
135-hectare site where over 60 national and
international manufacturing, service and re-
search firms currently operate. The second is a
newer initiative: to date, 35,000 square meters
of industrial and logistic halls have been com-
pleted, as well as air cargo facilities, a railway
connection and a sea container terminal. Both
are part of the portfolio of XANGA Investment
and Development, a private-capital investment
enterprise whose core activity is the develop-
ment of industrial and service units equipped
with modern infrastructure, utilities and tech-
nology. Guiding businesses from first enquiry
to tailor-made premises and services, XANGA
is a leading example of the local experts that are
on hand to help investors set up business in De-
brecen.
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‘Hungary can be

the food basket for the region’

A strong agribusiness sector is adapting to its
challenges and expanding its export capacities

ver half of Hungary’s land mass is
dedicated to agriculture, a sector
that currently contributes about 4%
of the economy’s gross added value.
4.3 million hectares are taken up by arable farm-
ing, with its biggest crops being wheat, corn and
oilseeds, while around another million hectares
support vast numbers of pigs, cattle and poultry.

In 2021, agricultural outputs made up 8.9%
of Hungary’s exports, led by grains and grain
products at 15% of the total, animal feed at 11%,
and meat and meat products at 10%. Many in
the industry say there is huge potential to grow
these exports. “Before 2020, European countries
were focused on technology or electronic sec-
tors. When COVID hit and supply chains were
destroyed, they started turning toward local
production of food. Agriculture is a crucial sec-
tor: people need to eat and they can't eat smart
phones. Hungary has great land and a good
climate for agriculture; we have a population
of around 10 million but can produce food for
20 million easily. Hungary can be the food bas-
ket for the region, providing high-quality food
in abundance,” asserts Szabolcs Makai, CEO of
Talentis Agro.

With operations covering about 1% of Hun-
gary’s farming lands, the Talentis group is one
of the country’s largest agribusiness enterprises
with activities extending across diverse fields,
including dairy, milling, pork, game, winer-
ies, starch and sugar. Through its parent, the
Mészaros Group, Talentis is also closely affiliat-
ed to the country’s top turkey player, Gallicoop.

Makai is open about the substantial chal-
lenges that Hungary’s agricultural sector has
experienced in the last few years: “On top of the
pandemic, the war in Ukraine and energy price
inflation, Hungary had a drought in 2022. It
normally yields 8 million tons of corn a year and
that went down to 2.8 million” To meet these
challenges, the industry is transforming by
adopting technologies connected to irrigation,
automization and mechanization, for example.
“In the old days, we didn’t have to focus that
much on efficiency, because business was good
anyway. Now we must. Talentis is also focusing
on managing droughts by searching out the best
seeds for the local market and the most efficient
ways to irrigate. Like everyone else, were turn-
ing to renewable energies to try and become in-
dependent from gas as well”

Agriculture’s move to renewables has a dou-
ble benefit: as well as reducing energy costs, it is
helping the country meet its targets under the
European Unions Green Deal strategy, which
aims to make Europe climate neutral by 2050.
“In Hungary and Europe, were going in a very
good direction on this. Sustainability is the
main priority for Talentis Agro too. If we don’t
take care of the environment, we won’t be able to
do business long term. It’s very simple”

Attila Csanyi, CEO of the Bonafarm Group,
another of Hungary’s largest diversified agri-
business conglomerates, says more investment
further up the value chain is essential: “The
country is well advanced in crop-production
technologies, which enable our agriculture to
be cost competitive and sustainable. When it
comes to food processing, however, we need to
renew and modernize our infrastructure. Hun-
gary’s agriculture and agro-processing industry
offer strong potential, and I see a great oppor-
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tunity to invest in these sectors. If we can catch
up with Western Europe in processing compet-
itiveness, we will be able to serve a really large
market and play a regional role”

A number of multinational giants agree with
this assessment and are investing to boost their
capacities. This January, for instance, Nestlé an-
nounced a $380-million project to expand and
automate its pet food production and warehous-
ing facilities in the country. And just a month
earlier, Japan’s Nissin Foods disclosed it was in-
vesting $48 million to ramp up manufacturing
and logistics at its Hungarian plant that exports
instant noodles made from local flour.

Guaranteed GM-free poultry

One Hungarian group that has invested to put
itself at the forefront of the agribusiness indus-
try is Master Good, the national and Central
Eastern European market leader in poultry. The
country has a long tradition as a powerhouse in
this sector: in 2021, it produced 550,000 tons of
poultry meat with an estimated value of over
$2.3 billion. “In the 1960s, Hungary was one of
the first worldwide to start exporting its poultry
products globally and it’s still a strong export-
er. Master Good, for example, exports to 47

SZABOLCS MAKAI
CEO, TALENTIS AGRO

“Hungary has great land
and a good climate for
agriculture; we have a

population of around 10

million, but can produce food
for 20 million easily.”

countries in Europe, North America, Africa and
Asia. The Hungarian poultry sector is famous
for its quality. We're a key European player in
duck and geese, while the major strength of our
chicken sector is that it is completely free of ge-
netically modified (GM) inputs,” states Laszlé
Barany, CEO of the family owned Master Good
and part of the fourth generation of Hungary’s
oldest poultry dynasty.

The vertically integrated group’s activities are
mainly focused on chicken and cover the whole
value chain, including grain production, feed
mills, breeding, hatcheries and broiler-fattening
farms, while it also contracts local farmers to
produce broiler and free-range chickens for it.
In addition to its plants that manufacture con-
venience foods, cooked and breaded products,
sausages, hams and pet food, it operates the
world’s largest-capacity poultry slaughterhouse.
That is the result of a $50 million investment in
2018, which increased the facility’s capacity and
brought in cutting-edge automation and robot-
ics, says Barany: “Since then, we've made further
investments. We now have the most modern
factory in our industry worldwide and the most
efficient — no other company can slaughter up
to 16,300 birds per hour”

Master Good is continuing to introduce more
efficiency, quality and automation to its opera-
tions. “Although we have excellent machinery
and technology suppliers already, we're open to
having more because, as a vertically integrated

o)

L,

hungexpo
STUDIOS

Laszl6 Barany

Janos Ruck
CEO CEO
Master Good Gallicoop

business, we still have a lot of problems to solve
and things to optimize,” he comments.

A key driver of all the group’s investments is
sustainability and it is among the greenest in the
global poultry sector. “We’re environmentally
conscious and animal welfare is very important
to us. As well as our integrated operation, in-
cluding feed, being GM-free, none of our chick-
ens receive any growth promoters, anti-viral
chemicals or anything similar,” asserts Barany.
On top of that, the group has taken advantage of
its vertical integration to operate a fully circular
ecosystem as part of its strategy for becoming
carbon neutral by 2030. Everything that can be
recycled is: for instance, pet food is made from
the byproducts of its primary processing, while
the manure from its chicken farms is processed
and used as a natural grain fertilizer. It has also
installed solar power plants that are generating
34% of its energy needs.

In addition to the challenges faced by the
Hungarian agribusiness industry as a whole,
Barany explains that the poultry sector has its
own unique challenge: “We have to learn to live
with avian flu. It will be here forever and can
cause serious economic problems.” Despite all
of these issues, in 2022 Master Good achieved
revenues of about $750 million and a higher
profit volume than in 2021, Barany notes: “We
closed a successful year, thanks to our previous
efficiency investments. However, we are living
in rapidly changing times and, as a leader, Mas-
ter Good will remain focused and react quickly
to future changes”

Supplying growth in demand for turkey

Within the poultry sector, the country real-
ly stands out when it comes to turkey. “Hun-
gary has always been at the top of the list of

»

turkey-consuming nations,” says Janos Ruck,
CEO of Gallicoop, Hungary’s frontrunner in
the turkey sector. “Gallicoop stands for reliable,
healthy, high-quality products. In addition to
fresh meat, we offer a wide range of products for
direct consumption, including sausages, hams,
cold meats and liver; cooked, smoked and dry
goods; and breaded products,” discloses Ruck.

The $215-million company operates four
plants, has nearly 1,500 employees and produc-
es 3 million turkeys a year. It is also the coun-
try’s largest closed-integration enterprise. “Our
products’ journey goes from field to table. We
control every phase, from rearing, processing
and packaging, until the final products reach the
market, which makes it possible to standardize
and monitor our processes. That, plus the con-
tinuous development of our systems, means we
can ensure complete food safety for consumers,”
he explains.

Gallicoop has gone through many changes
since it was founded over three decades ago. The
most recent came in 2020, when it was bought by
three domestic private equity funds, although it
continues to operate under the management of
Talentis Agro. The new investors first goal was
to increase added value in the company’s prod-
uct portfolio, states Ruck: “We've since built a
successful new brand, Gallio, which prioritizes
healthier, conscious nutrition.” The second goal
was export growth, he adds: “39% of our reve-
nue currently comes from exports. We give pri-
ority to nearby markets, but our products also
reach Italy, England, Ireland, France, Germany,
Portugal, Serbia, Japan, Hong Kong and Singa-
pore, and were planning to expand further in
France and into Indonesia”

Gallicoop has consistently invested in high-
tech equipment and systems to adapt to new
trends, expand capacity and raise its sustain-
ability levels. Those investments are continuing
under the new owners, Ruck says: “The food
industry — and poultry farming and process-
ing within it — has a significant impact on the
environment, which is why the company em-
phasizes environmentally friendly solutions in
all areas of its operations”

The new momentum in Gallicoop’s activities
puts it in a great position to take advantage of
growing demand for turkey, he states: “Turkey
meat has the most favorable protein-fat-carbo-
hydrate-energy ratio, high nutritional value, is
easily digestible, hypoallergenic and suitable for
a wide variety of applications, and those bene-
fits are being widely shared among consumers
worldwide”

A transforming sector

Hungarian farmers are embracing cutting-edge
agricultural machinery and technologies

technological transformation of Hun-

gary’s agriculture is powering forward,

with the sector becoming increasingly

sophisticated, automated, digitalized
and efficient. As an illustration, in 2021, Hungar-
ian farmers spent $827 million on new agricul-
tural machinery and equipment — a figure that
is likely to have been substantially exceeded in
2022, as $741 had already been spent in the first
nine months of the year, according to the Minis-
try of Agriculture.

At the heart of this transformation is the AX-
IAL Group, which has a 23% share of Hungary’s
agricultural machinery distribution market and
recorded a net turnover of $410 million in 2022.
AXIAL has 19 branches across the country, a
workforce of nearly 1,000 employees, over 20,000
partners, plus subsidiaries in Romania and Slo-
vakia. “We serve the needs of the sector with ma-
chinery, rental of equipment and labor, aftersales
services, spare parts and financing solutions. As
a distributor, we strive to offer the best possible
range of equipment and accessories to our cli-
ents, tailored to their specific needs,” explains
CEO Zsolt Harsanyi.

That approach is valued by both AXIALs cus-
tomers and its suppliers, which regularly call on
the group to help test and give feedback on pro-
totypes, he adds: “Many great models from many
brands have been brought to market this way, to
the benefit of farmers in Hungary and other na-
tions” Among the hundred of suppliers it collab-
orates with, the group has exclusive partnerships
with some of the biggest and most cutting-edge
names in the business, such as Germany’s CLASS
and Fendt for tractors.

One crucial way AXIAL has advanced Hun-
garian agriculture is by investing in a precision
farming portfolio that includes US-based Trim-
ble Agriculture’s hardware and software, plus its
own in-house-developed software and network
for real-time global-navigation-satellite-system
correction services. The latter incorporates data
from four satellite constellations, facilitating
highly accurate steering of drones countrywide.
“The mission of our team responsible for preci-
sion farming technologies is to enable farmers to
maximize yields, while decreasing the quantity of
input materials used, ultimately helping them to
become more profitable by increasing cost effi-

ciency. Over the last decade, we've witnessed rap-
id development in this field,” enthuses Harsanyi.

Education empowers farmers

The group has also played a prominent role in
improving the sector’s understanding of the ben-
efits of adopting digitalization, mechanization
and automation in agriculture. “AXIALs job is to
deliver the right technology to farmers who can
rely on these tools and solutions to achieve their
goals. For that reason, we place great emphasis
on educating our customers. Our goal is to share
all the international and national expertise that
we possess, including the vast knowledge coming
from our strong partnerships with suppliers,” he
states.

To achieve that goal, AXIALs engineers pro-
vide its customers with machinery-operator
training, while the group also takes part in nu-
merous trade shows and conferences, and orga-
nizes many of its own programs every year. For
example, it has recently run a series of events
across Hungary that addressed one of the ag-
ricultural sector’s biggest challenges: drought.
“There are multiple solutions to this problem
aside from irrigation, such as switching to a sus-
tainable cultivation method, which can also help
with drought prevention if combined with the
right equipment;” Harsdnyi reveals; “With this
in mind, our events focused on improving soil
condition, the link between no-tillage and soil
quality, and highlighted the importance of water
retention while showcasing related modern ag-
ricultural machinery. They were a great success
and well definitely continue to run them this
year”

AXIAL is also well connected with Hungarian
secondary and higher education institutions as it
seeks to empower the next generation of farmers,
he notes: “Fundamentally, we want agriculture to
be seen as a modern industry and, through our
activities, we aim to provide visibility to the dy-
namic development of this sector, where highly
skilled professionals are working with advanced
technology to achieve their visions. We would
also like to encourage people around the world
to try Hungarian agricultural products, which
include healthy foods and drinks of exceptional
quality — such as wines, wheat, meats and chees-
es!

Dynamic food
industry, baked
In Innovation
and quality

Hungarian companies are finding their niches
on the international stage by creating unique
foods and wines that make the most of locally
sourced natural ingredients

ungary’s food manufacturing indus-
try is expanding at an impressive
rate: its production outputs for 2021
were valued at $13.1 billion and it
generated almost 46% more than that in just
the first nine months of 2022, according to the
Hungarian Investment Promotion Agency. The
sector includes thousands of businesses, only
around 60 of which are food giants. Among the
remainder are a multitude of smaller players
operating in niche areas of the industry that are
attracting worldwide buyers for their goods.

Felfoldi Confectionery is a prominent exam-
ple. Hungary’s leading confectionery company
was founded in 1986 by its charismatic owner
and CEO Joseph Felfoldi, who is driven by a
mission to “offer innovative products and sell
happiness,” he says. “My first real innovation
is still our flagship product: Quick Milk. It's a
biodegradable straw with natural flavor in-
side. When kids sip through the straw, it gives
milk color and taste. This is how we made milk
drinking fun for kids,” he enthuses.

Felfoldi has followed this up with many more
successful inventions. “At the moment, we have
more than 30 active products and over 100 in
development. My strategy is to monitor all the
markets, figure out what they need and come
up with products that are not already on the
market. So, innovation is at the core of Felfoldi
Confectionery, were always endeavoring to of-
fer something new;” he explains.

As well as being innovative, Felfoldi Con-
fectionery products are high quality, the CEO
states: “We use only natural ingredients! We
include no chemicals or any added colors or fla-
vors. It’s really vital to me that our products are
all natural”

JOSEPH FELFOLDI
CEO, FELFOLDI CONFECTIONERY

“Innovation is at the core of
Felfoldi Confectionery,
we're always endeavoring to
offer something new.”

Every item in the company’s portfolio is
unique. Among them are enticing brands
like Sherbet Wands, Frutta Spray and Funny
Gum that will bring a smile to any child’s face.
Demonstrating their diversity, there is also
Classic Kitchen, a range of jar-based, perfectly
measured ingredients for tradition home-bak-
ing recipes, and Mira Well, a chocolate-coated
pretzel snack. “Sales of Mira Well are booming
— we export five full trucks of it every week to
other parts of Europe. And we produce savory
snacks as well: our second-biggest brand is the
100% cheese-based Let’s Cheese snack. Its sug-
ar-free, lactose-free and nothing is added — not
even oil, as we bake it in an innovative micro-
wave.”

Located in the city of Debrecen, where it em-
ploys about 300 people, Felfoldi Confectionery
does everything in house, from research and
development (R&D) to packaging and printing.
“Our R&D department can create any flavor or
color that the market requires — for example,
we've made 50 flavors of our Quick Milk straws
so far. We're flexible, which is crucial,”

The company has developed significant
amounts of its own production technolo-
gy to manufacture sweets and snacks at its
10,000-square-meter modern factory. Its Mira
Well production line, for instance, is 120 meters
long and fully automated, meaning only four
people are needed to operate it and it can output
a lorry load of pretzels in a working day, says
Felfoldi: “This is unique in Europe! That being
said, I don’t want to have the whole factory run-
ning on automated machines, because our em-
ployees are really important to me. We're like a
big family”

The company has an exemplary approach to
supporting both employees and its wider com-
munity. “One of my goals is to keep young Hun-
garian people in Hungary and that’s why Felfoldi
Confectionery offers high salaries. I would like
to set an example in that regard,” he discloses.
It also sources local ingredients where possible
and follows all best practices for protecting the
environment throughout its activities.

Joseph Felfoldi
CEO Managing Director

Andras Toéth

Felféldi Confectionery Nébar

Having achieved a turnover of about $16
million in 2022, Felf6ldi Confectionery is am-
bitious to double that this year. One way it is
growing is by launching a chain of gourmet
chocolate shops that will stock all its products.
The first of these opened in Hungary this Feb-
ruary and the plan is open about 50 stores in
France, Austria and other European nations
within five years. It is also looking to extend
its geographical distribution. “You can find our
products in 50 countries around the world now.
Our biggest markets at the moment are the UK,
Canada, France and Germany, but we’re contin-
uously expanding and trying to find new mar-
kets,” the CEO reveals.

In the US, some Felfoldi Confectionery
products are available at Walmart, including
Quick Milk, Felfoldi notes: “We would like to
have more products listed by Walmart and to
add additional US distribution partners in the
next two years. Many of our products have al-
ready received US Food and Drug Administra-
tion approval, which I'm really proud about, and
we're closing monitoring the American market
in order to fulfill needs of local consumers. And
we're developing new flavors they will love —
like coffee and cream!”

Nothing added but value and taste

One definite gap in today’s US market is easy
access to foods that are free of genetically mod-
ified organisms (GMOs). Hungary can help
fill that gap, says Andras Téth, managing di-
rector of family owned Nébar, which produces
high-quality bakery goods, such as flatbreads
and crackers, as well as roasted nut products:
“The good thing about Hungary is we 100% for-
bid any kind of GMO inputs. As a result, we can
confidently claim that whatever is produced and
processed in the country is GMO-free”

In the last few decades, the Hungarian agri-
business industry has advanced from main-
ly generating primary goods like grains and
flour, to manufacturing and exporting final
added-value foods — but there is still plenty of
room for further progress, Toth states: “I would
encourage investors who are thinking about
stepping into this market to focus on added-val-
ue goods with a long shelf-life for export. Nébar
is a shining example of what’s possible and we've
been quite innovative in that regard”

Nébar was established in 1995, with Téth
and his wife taking over the firm from his par-
ents in 2018. “Since then, we've created a wide
variety of healthy bakery products that are all
100% natural, free of GMOs, vegan, dairy-free
and contain no preservatives. We've also de-
vised a complete range of products that are not
only gluten-free, but which taste great as well,
he reveals. The company’s portfolio is constant-
ly expanding: for instance, it has recently de-
veloped a range of organic bakery products for
children that are packed with protein, vitamins
and minerals.

The dynamic new management team has
also beefed up Nébar’s production capabili-
ties, says Toth: “We made a large investment of
around $3.2 million in 2020, which enabled us
to almost fully automate our production lines.
We now have the capacity to serve export mar-
kets and have doubled in size. We can’t compete
with the very-large-scale global producers, but
we're highly competitive in the healthy or func-
tional food sector, which requires much more
care and attention”

Nébar has established a presence in 19
countries so far and now generates 80% of its
turnover from exports, with its products being
sold both under its customers’ brands and its
own Nébar brand that is copyrighted in the US,

The Tokaj wine region is most famous for its sweet and complex golden wines
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Felfdldi Confectionery’s Quick Milk straws have made drinking milk fun for kids
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Europe and China. While it wants to carry on
building up its in-house brand, the company’s
strategy for international expansion varies from
country to country. “We try to keep a healthy
50:50 balance between our own brands and pri-
vate manufacturing. As a developing company,
we're open to selling our products as private-la-
bel goods and we're in contact with some huge
supermarket chains at the moment. Of course,
we strive to provide high quality in all our prod-
ucts, whether it’s for our brands or a private la-
bel,” he declares.

The firm is targeting growth in countries
with high health awareness, such as Scandina-
vian and Western European nations, the US and
Canada, while it has also closed deals in Japan,
China, Taiwan and Australia. In the US, its fo-
cus is on finding the right partners to make its
goods more widely available.

It already has a strong partnership with a
prestigious US orthodox kosher company, Toth
states: “Currently, our products are only avail-
able in the US under orthodox kosher stamps,
which we have the capacity for. In the last three
years, we've developed and launched four new
ranges with this partner, involving commer-
cial flatbreads gluten-free flatbreads, matzoh
products and crackers. That's one of Nébar’s
strengths: when our partners ask us to develop
something, we have the ability and fast reflexes
to be able to find a good solution quickly”

ANDRAS TOTH
MANAGING DIRECTOR, NEBAR

“We've created a wide variety
of healthy bakery products
that are all 100% natural,
free of genetically modified

organisms, vegan, dairy-free
and contain no preservatives.”

Virgin Oil Press is another excellent example
of an innovative, entrepreneurial company add-
ing value to Hungary’s agricultural output. The
young business has created Grapoila, a range of
around 20 cold-pressed oils made from locally
sourced organic seeds that have won numerous
international plaudits, including 11 stars at the
UK’s Great Taste Awards in 2020. What makes
the oils really special is Virgin Oil Press’ ze-
ro-waste production technology, which recycles
all byproducts and converts them into goods
like gluten-free seed flours, gourmet creams,
animal feed and natural cosmetics.

Many of the country’s niche food business-
es are producing more traditional fare that is
equally high quality. The best and most typically

Nébar now has the broduction capacity to serve more export markets

Hungarian of the country’s food products have
been classified as Hungarikums, an official des-
ignation that aims to protect and promote the
country’s heritage, culture and craftsmanship.
Among the outstanding edible Hungarikums
are pork salamis, acacia honey, goose-liver
products, the hot pepper paste Erds Pista, Piros
Arany creamed paprika, and smoked sausages
produced in Debrecen, Csaba and Gyula.

Wines that bring a sparkle to life
Quintessentially Hungarian beverages have also
attained Hungarikum status, including three
of its wines: the iconic Tokaj Aszu, a concen-
trated and complex sweet golden wine; Bull's
Blood from Eger, a red wine blend made from
local grape varieties; and Torley sparkling wine.
These awards reflect the nation’s long tradition
in winemaking that goes back to at least the Ro-
man era.

Thanks to the diversity of its landscapes and
climates, Hungary has 22 wine regions that
produce a wide array of fabulous wines from
both domestic and international grape varieties.
As Kornél Miiller, Torley’s managing director,
points out: “In wine, Hungary isn’t competing
with the large traditional producers, nor should
it. Hungarian wines are a niche product, the
characteristics of them are incredibly unique
and this is something to be celebrated””

Torley has been making sparkling wines in
Hungary for 140 years. Today, it is the domestic
market leader in both sparkling and still wines,
while a third of its produce is exported across
the world. The winery’s two priorities are main-
taining its quality standards and innovation,
Miiller says: “We aim to build on our history
and preserve our heritage, while, at the same
time, we try to follow in the innovative footsteps
of Torley’s founder by always looking toward
the future”

The most recent evidence of this is its di-
versification into non-alcoholic wines. “Were
not just a wine company, were responsible for
bringing the joy of celebration into people’s lifes.
We saw an opportunity to become more inclu-
sive by producing a non-alcoholic sparkling
wine and we’re now making it possible for ev-
eryone to celebrate together,” he explains.

Miiller believes the US offers great export
potential for the country’s wines: “We certainly
have the right products for it. I always encour-
age people to step out of their comfort zones
and try something they haven't experienced
before. If Hungarian wine falls into that catego-
ry, it's a win-win.” For those in the US wanting
to explore Torley’s wines, as well as those from
smaller Hungarian wineries, one of the top
sources is Taste Hungary, which has a shop in
Budapest, runs wine tours and, best of all, im-
ports numerous fine examples of the country’s
wines into the US.
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Banks see a brighter
economic outlook on the horizon

espite facing an onslaught of crises

over the last two years, including

the COVID-19 pandemic, the war

in Ukraine, supply chain disruption
and rampant inflation, Hungary’s gross domes-
tic product expanded by 7.1% in 2021 and 4.6%
last year. The country has also retained its in-
vestment-grade credit ratings from Fitch, Stan-
dard & Poor’s and Moody’s.

Pal Simak, chairman and CEO of one of the
country’s largest financial institutions, CIB
Bank, gives his perspective on the nation’s
recent and future economic performance.

In the first half of 2022, Hungary was still on
a very robust growth trajectory. It rebounded
from COVID-19 quickly and we were all opti-
mistic that our economy would continue to out-
perform the European Union average — typi-
cally, Hungary’s GDP growth has outperformed
the EU average by 2%-3% and this seemed to be
on the cards again. However, as a result of the
various crises, the Hungarian economy slowed
down in the second half of the year. CIB Bank
currently expects to see a flat growth in GDP
over 2023, although the good news is that I
don't see this as anything but a one-year issue.
I believe that we will be beyond the problem
by 2024 and Hungary will be back to 3%-5%
growth going forward.

The biggest issue at the moment is inflation,
which peaked close to 26% in January, and I
think that’s one of the highest rates in the EU. It
will take a while for this to subside: even though
it might come down in the second half of 2023,
ideally to close to single-digit levels, our year-
on-year inflation rate could still be near to 17%-
18%. One response to the high inflation rate has
been a rise in interest rates. In this environment,
wealth management is an increasing priority for
customers, who need advisory services about
how to manage their money in a smart way that
still matches their risk profile and maximizes
their return on investment.

Hungary’s banking sector consists of 40
institutions: 21 commercial banks, 11
specialized credit institutions and eight
foreign bank branches. As a whole, the
industry achieved revenues of around $2.2
billion in 2021, effectively doubling its 2016
performance, while the value of the sector’s
total balance sheet rose 15.9% over the
year. CIB Bank itself serves around 425,000
individual and corporate customers across
the country and had a balance sheet total of
$7.8 billion at the end of 2021. How is CIB
Bank positioned within the wider industry?

CIB Bank was founded in 1979 and it is
100%-owned by Intesa Sanpaolo Group, the
biggest bank in Italy and one of the largest in
Europe in terms of market capitalization. Be-
longing to a large, pan-European group enables
CIB to harness significant synergies and take
full advantage of Intesa Sanpaolos distinctive
financial, operational, technological and orga-
nizational strengths.

CIB Bank is a universal bank with about a
6%-7% market share in all the main banking
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Hungary’s robust banking sector is supporting
the country economy through difficult times
and toward a sustainable future

segments. The culture of our bank
is engaged, motivated and we take
a team-based approach. It’s also a
great place to work, as it’s inclusive
and empowers its employees.

One thing that sets us apart is
that, although we went through
some turbulent times between
2008-2010 like many other banks
in the region, we had a very pru-
dent focus on risk management.
As a result, we are now one of the
banks in Hungary with the lowest
delinquency rates among custom-
ers. So, CIB Bank is a very safe and
resilient bank. The other thing that
distinguishes CIB Bank is our focus on
innovation and digitalization.

Pal Simak
Chairman and CEO
CIB Bank

How is the sector and CIB Bank in particular
supporting Hungarian banking customers
and enabling the sustainable development
of the country’s economy?

CIB Bank was able to grow its loan book by
15% in 2022, slightly outperforming the aver-
age in the Hungarian banking sector, and we're
providing loans to customers faster than the av-
erage bank in Hungary. That is one way were
supporting customers.

In terms of sustainable development, we be-
lieve that one of the key enablers for CIB Bank

to fulfill its role within the financial
sector is the gradual implementa-
tion of environmental, social and
governance (ESG) aspects into all
our operations.

As well as providing preferen-
tial mortgage pricing to individuals
who want to buy properties that
meet or will meet energy efficiency
criteria, we offer financial incen-
tives to corporations that are in-
vesting in renewable energy or oth-
er energy efficiency systems. We're
supporting them to become more
sustainable. Sustainable finance is a
core part of our strategy in Intesa

Sanpaolo Group and CIB Bank, and
providing funds for these types of activities will
remain a clear focus for us.

Just as importantly, the Hungarian central
bank, Magyar Nemzeti Bank (MNB), is very
committed to green finance and the entire ESG
ecosystem of issues. MNB sets strict rules in
these areas and has high expectations for the
sector’s compliance with those rules. That has
pushed us to, for example, develop an ESG
scorecard solution for corporate customers that
we will use to assess their credit worthiness.

Hungary is known for being an enthusiastic
adopter of financial technologies. Can

you describe some of the groundbreaking
solutions it has introduced and how does
CIB Bank stand out in this area?

A unique aspect of Hungarian banking is its
innovative instant payments system: when you
send money, it shows up in the other person’s
account in 2 seconds. This is now supported by
QR-code payments, which are further revolu-
tionizing the payment market in Hungary.

We're probably the leading bank in the coun-
try in terms of having the highest digital pene-
tration into our customer base: more than 80%
of our customers use digital channels and about
45% of our total sales are made solely through
those channels. For example, it takes 7 minutes
to get a personal loan from us through a mobile
phone from the time the process is initiated to
dispersing the funds. The ability to incorporate
remote signatures and remote contracting is
also expanding in the country and CIB Bank
has recently introduced one of Hungary’s first
fully online mortgage processes.

A lot of our digital solutions are not just de-
veloped by ourselves, we integrate the services
and tools of fintech partners. There are Hungar-
ian fintech firms working in all areas of bank-
ing and we have a symbiotic relationship with
them, as we are leveraging their competencies
and optimizing the use of their innovations by
incorporating them into our day-to-day client
services.

PAL SIMAK
CHAIRMAN AND CEO, CIB BANK

“A unique aspect of
Hungarian banking is its
innovative instant payments
system: when you send
money, it shows up in
the other person’s account
in 2 seconds.”

Of course, the more you have a digital pres-
ence, the more you have to be careful about the
potential for digital fraud. To address that, we
are constantly investing in educating our cus-
tomers and in state-of-the art holistic technical
solutions.

Intesa Sanpaolo has a centralized digitaliza-
tion strategy for the group’s subsidiaries in this
region and, highlighting CIB Bank’s strength
in this area, new elements of this strategy are
launched by us first. That means our customers
are the first to benefit from innovations and new
digital solutions.

Could you sum up in one sentence why you
think CIB Bank is a good banking choice for
US investors moving into the country?

If someone is looking to invest in Hungary,
then CIB Bank is here as a potential partner
with a strong focus on customer care, a his-
toric presence and innovative solutions that is
supported by the financial strength and capital
solidity of our parent company, Intesa Sanpaolo.

Full steam ahead for banking digitalization

Hungarian banks and their customers have
taken a huge leap forward in their use of
digital tools in the last two years

ungarian banking is rapidly going

digital. According to the central

bank Magyar Nemzeti Bank (MNB),

almost 20% of all payments made
in the country in the last quarter of 2022 were
completed using mobile wallet apps, while mo-
bile and internet banking platforms are now the
main channels for Hungarian banks’ communi-
cation with customers. In addition, 95% of their
business clients are banking digitally and almost
all banks have a dedicated person responsible
for digitalization at board level.

“The banks in Hungary have invested a lot
in digitalization over many years and achieved
major results. For instance, receiving a text mes-
sage after you have made a banking transaction
was a Hungarian invention and that has now
become general practice among banks interna-
tionally. As a result of this investment, banking

wasn't one of the bottlenecks for everyday life
during COVID lockdowns, because Hungarian
people could access advanced remote channels,
cutting-edge banking applications and internet
banking solutions,” reveals Levente Kovacs, Sec-
retary General of the Hungarian Banking Asso-
ciation, the advocacy body for the sector.

But the pandemic encouraged even great-
er investment, he adds: “Hungarian banks and
our customers have experienced a 10-year shift
ahead in digitalization since 2020. Even robust
artificial intelligence (AI) research and devel-
opment efforts are being made by some of our
banking players, which could put Hungary on
the global map for AI”

Established banks are not the only ones driv-
ing innovation in the financial sector, as Hun-
gary is fostering an ecosystem of around 150
fintech companies that is quickly expanding in

The Hungarian expert
in agricultural machinery
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terms of numbers, revenues, profit
levels and export volumes. At pres-
ent, the majority of firms in that
ecosystem are small entrepreneur-
ial businesses working in high-val-
ue-added fields such as financial
software development, payment
services, data analytics and busi-
ness intelligence.

Around 25% of Hungary’s fin-
tech firms have secured venture
capital investment to date. One
prominent example is Seon, which
has developed a platform to com-
bat identity fraud that has been
adopted by organizations as diverse
as Revolut, Patreon, AirFrance and
Ladbrokes. Last year, Seon raised $94 million in
Series B funding in a round led by three venture
capital firms — Silicon Valley’s IVP, Sweden’s
Creandum and Hungary’s PortfoLion — which
the startup is using to grow its presence in the
Americas and the Asia-Pacific region.

Kovacs explains why he thinks the nation is
a hotbed for financial startups: “My experience
is that fintech companies are successful in plac-
es where science education is good and it’s well
known that Hungary is among the top coun-
tries worldwide for mathematics, chemistry
and physics, which is reflected in the number of
Hungarian Nobel and Abel Prize winners there
have been. I'm seeing wonderful ideas coming
out of our fintech companies and the banking
sector is monitoring those. It’s also willing to
spend a lot of money on cooperating with and
investing in these businesses” MNB is at the
forefront of supporting innovative fintech, as
illustrated by the fact that it became a digital pi-
oneer among Europe’s central banks by launch-
ing its own chatbot that utilizes AI technologies
developed by local firms in 2020.

Levente Kovacs
Secretary General
Hungarian Banking
Association

Alongside digitalization, the
sector’s other priority is sustainable
financing. “The central bank and
the government are pushing banks
to accelerate in this area. Everyone
is aware that green investments —
for example, in renewable energies
— can be more costly than tradi-
tional ones. However, the banking
sector is ready to take this step and
we have the resources to do so,
he asserts. Data from the Ministry
of Finance suggests the country’s
banks are indeed well placed to help
Hungary meet its environmental
goals. As of March 2023, they had
healthy credit and balance sheets, a
combined capital adequacy ratio 1.5 times that
seen in 2008 and their liquidity buffers exceeded
required levels by a substantial amount.

Veronika Spandrovd is managing director
and country officer for Hungary at the global
bank Citi. She confirms this assessment: “While
2022 was highly volatile, not only in Hungary
but everywhere, the Hungarian banking sector
has remained resilient, it’s well capitalized and
it continues to support businesses and individ-
uals” Citi operates two divisions in the country:
a business service center and a corporate bank.
“As a bank, we serve corporate and institution-
al clients and we work a lot with international
investors, as well as with Hungarian companies
growing abroad. Hungary is attracting inves-
tors from all over the globe and we're providing
them with top banking solutions to make their
investment successful,” says Spaniarova.

Kovidcs gives his view on the current influx of
foreign investors into Hungary: “New business-
es, including banks, are coming here because
they see the country as a good market offering
superb opportunities.”

Hotbed for fintech entrepreneurs

:

The Hungarian fintech ecosystem
includes 146 companies
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79% of fintech firms are micro
or small businesses

62% of companies are involved
in software, payment services,
analytics and business intelligence
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The sector directly employed
over 8,000 people in 2021

L/ \J

25% of firms have secured at least
1 round of venture capital funding
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The combined sales revenue of
Hungarian fintech companies was
over $475 million in 2020

Pharma research
and development
accelerates

Highly experienced, innovative and export-
focused, the Hungarian pharmaceutical
industry is a major contributor to the health

of the nation’s economy

ife sciences make up one of

Hungary’s most important

economic sectors, contrib-

uting 10% of total added val-
ue in manufacturing and employing
about 50,000 people. In 2021, its
pharmaceutical companies alone
generated $3.9 billion, eight of the
world’s top-10 pharma and biotech
giants have Hungarian bases, and
the sector is growing: between 2014
and 2021, 36 new foreign invest-
ment projects worth over $1 billion
were established.

More substantial inflows fol-
lowed last year, including from Isra-
el’s Teva, which added a new $23-mil-
lion pharmaceutical manufacturing plant to the
almost $1.3-billion in investments it has plowed
into Hungary to date. Another major presence is
Egis — one of Central Eastern Europe’s (CEE’s)
market leaders in generics — that spent $24 mil-
lion in 2022 on increasing capacity, technology
and efficiency at its facilities in Kérmend.

CEO Csaba Poroszlai explains the reasons be-
hind this new investment: “As a branded generic
and value-added manufacturer, Egis has a strong
focus on technological development and efficien-
cy. Our main goal is to bring affordable care to
people and for that you need to be very efficient
in development and production”

Due to the country’s small size, pharmaceuti-
cal companies look to international markets for
most of their sales and their products represent
5.6% of all Hungary’s export income. “80% of na-
tional production is exported and the Hungari-
an pharma industry serves practically the entire
globe. In the case of Egis, we export to over 60
countries,” says Poroszlai.

Matt Zeller
Country President
Novartis Hungary

MATT ZELLER
COUNTRY PRESIDENT
NOVARTIS HUNGARY

“There are numerous talented
individuals here who are
passionate about the same
goal: enhancing the health
and lives of Hungarians.”

He believes that Europe’s current efforts to
boost health security by shortening distances be-
tween production and treatment will lead to even
more pharmaceutical manufacturing in Hun-
gary: “Being on the cost-competitive side of the
continent gives us an advantage. As a vertically
integrated company, we hope that the growing
nearshoring trend will benefit both our active in-
gredients and finished products”

As Poroszlai points out, the Hungarian phar-
maceutical industry covers the sector’s whole val-
ue chain: “There is a full ecosystem here, incorpo-
rating universities and spanning across all areas
of research and development (R&D). Its Hun-
gary’s most research-focused industry” Indeed,
data from the Hungarian Investment Promotion
Agency shows that over 32% of all manufactur-
ing-related R&D spend comes from life sciences,
while about 300 clinical drug trials are registered
every year that generate an annual $280 million
for the economy, according to the Association of

Innovative Pharmaceutical Manu-
facturers.

Robust healthcare partnerships
“In comparison to peer countries
within CEE, Hungary definite-
ly leads the way in some areas of
healthcare research and innova-
tion,” confirms Matt Zeller, country
president for Novartis Hungary.
The global giant itself spends sig-
nificantly on R&D in Hungary and
is responsible for around 10% of all
clinical trials. “Novartis has a huge
presence here and we reach around
one in four Hungarians with our
medications across a wide range of
therapeutic areas. We're the largest pharmaceu-
tical company in the country, one of the biggest
investors in trials, and were committed to invest-
ing in the long-term success of the Hungarian
healthcare sector and ensuring that Hungarian
patients with unmet needs can access the latest
breakthrough innovations,” asserts Zeller.

Through its worldwide research operations,
Novartis Group has developed a vast portfolio
of healthcare products. Within that, Novartis
Hungary has contributed game-changing solu-
tions against challenges such as cancer, heart and
inflammatory diseases, and it has achieved sub-
stantial advances in treating rare diseases with
cell and gene therapies.

Zeller is focused on driving effective partner-
ships within Hungary’s healthcare ecosystem so
that the population benefits from breakthroughs
like these quickly: “Novartis and the wider indus-
try has been working closely with the govern-
ment to determine how we can adapt systems and
policies to accelerate access for patients. Hungary
is unique in that it has a national, standardized,
end-to-end untapped healthcare data universe:
there is one national payer, one patient portal and
hospitals are moving to a standardized electron-
ic medical record system. The government and
many companies see the potential in this and rec-
ognize that, by investing now in next-generation
analytics and software, Hungary could leapfrog
other markets”

Another illustration of how Novartis is col-
laborating to fight diseases in Hungary is the
three-way Cardiovascular Intervention partner-
ship it launched in 2022 with the government
and Semmelweis University. “Our goal is to help
25,000-50,000 Hungarians affected by cardiovas-
cular disease. We're working together on new and
innovative approaches — for example, we aim to
use machine learning and artificial intelligence to
uncover what interventions will have the greatest
impact on reducing heart disease. This partner-
ship between the leading healthcare university,
the largest pharmaceutical company and a gov-
ernment ministry demonstrates that Hungary
is committed to trying new public and private
models to improve health,” he states.

Novartis was also instrumental in Semmel-
weis becoming a certified ophthalmic gene
therapy center last year. The university already
had expertise in cell and gene therapies for spi-
nal muscular atrophy and is now one of the few
centers worldwide that is qualified in this cut-
ting-edge area across multiple conditions.

“This is a big deal, and it really puts Semmel-
weis and Hungary on the map,” Zeller enthuses; “I
hope Novartis continues to be a positive agent for

HUNGARY SPECIAL 11

80% of the pharmaceuticals produced in Hungary are exported

David Greskovits

Zoltan Acs

Managing Director Managing Director
MEDITOP MEDITOP
Pharmaceutical Pharmaceutical

change in Hungary. There are numerous talent-
ed individuals here who are passionate about
the same goal: enhancing the health and lives of
Hungarians. With a collective focus on extracting
the right data, searching for innovative solutions
and partnering on new approaches, I see a bright
future for the health of the country”

Huge expansion forecast for exports
As well as pharma giants, the Hungarian health-
care ecosystem includes hundreds of innovative
smaller firms. A prime example is MEDITOP
Pharmaceutical, which is privately owned by its
founders and managing directors, Zoltan Acs
and David Greskovits. MEDITOP was the first
new Hungarian pharmaceutical business to gain
a manufacturing license after the fall of commu-
nism and it rapidly picked up contract manufac-
turing partnerships with the likes of what-is-now
Novartis, Merck and AstraZeneca. “At that time,
we were mainly producing solid dosage forms of
pharmaceuticals, according to our licenses, in-
cluding tablets, powders and capsules. Contract
manufacturing activity still makes up about 30%
of our sales,” Greskovits reveals.

In 1995, MEDITOP established an R&D lab-
oratory and began developing its own products.

Today, MEDITOP has 13 patented pharmaceuti-
cals with more in the pipeline and, among other
specialisms, it is a leading player in the treatment
of epilepsy. According to Greskovits, “One of our
focuses in that area is a unique film-coated tab-
let form of eslicarbazepine we developed, which
doesn't infringe on the orginator’s patent. Our
process has been granted a patent covering Eu-
rope and we've registered it in Italy, Spain, Portu-
gal, France and Germany, plus many Asian and
Middle Eastern countries so far” In 2021, MED-
ITOP won the Hungarian Industrial Innovation
Award for its development of a similar manu-
facturing process for Favipiravir that is used to
treat flu and COVID-19 symptoms. Registered in
Hungary, Romania and Vietnam, that medicine
is now under evaluation by the European Patent
Office. “Our biggest ongoing R&D project relates
to generating clinical evidences for a new spas-
molytic and muscle relaxant. We're also running
clinical studies on some old Hungarian molecules
that had been forgotten or neglected,” notes Acs.

Last year, 31% percent of MEDITOP’s
$19.6-million turnover came from exports, he
adds: “We currently have products registered
in 30 countries and hope to gain over 120 more
manufacturing authorizations within 3 years.
We're forecasting a huge expansion for the com-
pany.” The founders want exports to contribute
at least 60% of income. To achieve that, they are
extending MEDITOP’s presence in Europe, the
Middle East, Vietnam, Central Asia and poten-
tially the US by either licensing manufacturing
to partners or by launching own-label products
through their own subsidiaries or representatives.
Opportunities are also opening up in contract
manufacturing, says Greskovits: “The European
pharmaceutical industry had outsourced manu-
facturing to the Far East, there’s a need to secure
supplies from Europe instead and many compa-
nies have contacted us about moving production
to Hungary. They know that there are a lot of
well-trained professionals in our pharmaceutical
industry, which is a real strength for companies
like MEDITOP”

Healthy life sciences sector
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‘An era of escalating
Industrialization lies ahead of us’

New investments in
industrial and logistics
parks testify to
Hungary’s expanding
strategic role as

a European hub for
those sectors

utureal Group has established itself

as a major developer and investor

in European real estate. Its portfolio

contains over 220 development proj-
ects in Hungary, Poland, Romania, Germany,
Spain, the UK and the US, covering 43 mil-
lion square feet in total and valued at more
than $6 billion. Could you summarize the
group’s main activities?

Futureal Group is the preeminent real estate
group in Hungary and it's made up of three parts:
Futureal, Cordia and HelloParks. Futureal is fo-
cused on commercial real estate as well as asset
management and it has become the market-lead-
ing office developer in Budapest over the last de-
cade. Its developments serve as headquarters for
several Fortune 500 companies — for example,
we have tenants like Oracle, Vodafone and Brit-
ish Telecom. Cordia has been the country’s top
residential developer for 16 years and is now a
European-wide diversified group. Its specialty
is large-scale, mixed-use urban regeneration
projects. In 2020, we also started to cater for the
logistics sector by setting up HelloParks, which
is one of the most promising branches of our
portfolio right now. We've assembled an amazing
team that has already turned HelloParks into the
market-leading industrial and logistics develop-
er in Hungary in terms of market share, with a
portfolio of 10 million square feet of completed
and potential developments. Today, HelloParks
is responsible for 40% of all industrial and logis-
tics projects in the country that are for rent.

HelloParks is currently developing four state-
of-the-art megaparks for companies working
in logistics, urban distribution, light industry
and assembly on the north, west, south and
east outskirts of Budapest: HelloParks Fot,
Magléd, Alsonémedi and Paty. The sites
cover a total of 602 acres, are in prime
locations close to key transport nodes and
offer flexible spaces at favorable rents, from
the largest big-box halls available in the
Budapest area to 21,500 square feet. Why
are you investing so heavily in Hungarian
industrial and logistics real estate?

The Hungarian industrial and logistics mar-
ket is booming because of world events and
because Hungary occupies a central position
in Europe. The COVID crisis disrupted supply
chains and marked the end of an era in which
optimization, efficiency and just-in-time deliv-
ery were the main drivers of the global outsourc-

.HéI_IoParks’ top-quality industrial and logistics parks on the outskirts of Budapest incorporate the highest environmental standards

ing movement. Instead, global firms
are striving to make supply chains
more resilient, which entices them
to bring manufacturing and storage
closer to the consumption markets
for their products.

Meanwhile, were seeing a polit-
ical polarization of the world: the
war in Ukraine, Russian sanctions
and the stress around Taiwan and
China are impacting how we think
about global supply chains. As a re-
sult, international companies are in-
creasingly trying to relocate part of
their manufacturing closer to home
and to countries outside the Chi-
nese sphere of interest: “China plus one” is the
new trend. At the same time, Russia has become
a no-go zone. Suddenly, there is a need for all of
this outsourcing to go to countries that are geo-
graphically and politically closer to Western and
European markets. Hungary, as well as the rest
of Central Eastern Europe, was already an inter-
esting destination for multinationals, but these
supply-chain factors have made it even more so.

Beyond fostering a supportive industrial
policy, major grants and tax breaks, Hungary
also offers a highly educated workforce, indus-
try-friendly labor laws, political stability and a
huge cost advantage. Hungary has a strong value
proposition for US companies going into Eu-
rope, for European enterprises selling in Europe,
and for Korean and Chinese businesses that need
to be inside Europe to access that market.

I believe an era of escalating industrialization
lies ahead of us in Hungary and that is acceler-
ating the need for space. Hungary can only beat
the competition to attract these companies if it
is able to provide extremely high quality, green
and readily available large industrial and logis-
tics spaces with full infrastructure, next to ma-
jor population centers. HelloParks, is creating
those spaces. But Hungary’s growing popularity

1

Gabor Futé
Co-Founder

Pressure IS on
to maintain roads

The country’s excellent road network and
its users are supported by highly innovative
Intelligent transport systems

ungary has one of the
highest road densities
and transit traffic flows
in the European Union.
“Due to its central location, Hunga-
ry has always been a transit country
and we have substantial interna-
tional traffic on our transit routes,”
explains Jozsef Szilvai, CEO of
Hungarian Public Roads, one of the
country’s largest state-owned enter-
prises with over 5,500 employees,
which is tasked with operating and
maintaining nearly 20,000 miles
of major and secondary national
roads, 180 miles of freeways and
650 miles of bicycle roads as its main mission.

In fact, the number of vehicles using those
roads is growing: between 2016 and 2021, truck
traffic alone increased by 16.5% a day, reflecting
Hungary’s growing status as a logistics hub for
Europe. “As a result says Szilvai, “Our roads
are under heavy pressure, which is a substantial
challenge, but this is why the systematic devel-
opment of our motorway network started many
years ago. The aim is to improve east-west and
north-south connections, and to ensure that
road users need no more than half an hour to
reach the motorway network from anywhere
in Hungary. This major program is on schedule
and approaching completion”

Hungarian Public Roads is equally focused
on guaranteeing that highways and secondary
roads offer strong connectivity and smooth,
safe traffic flows, he adds: “In parallel with the
expansion of our motorway network, the gov-
ernment has been carrying out a significant
program for upgrading secondary roads. Since
2010, 5,000 miles of roads have been upgraded”
This program would seem to be accelerating: in
2022, external contractors overseen by Hungar-
ian Public Roads renovated 597 miles of state
roads in investments valued at around $500
million, while the public company upgraded an-
other 500-plus miles itself with its own in-house
equipment.

Limiting the environmental impact of the
country’s expanding road network is a priority

Jozsef Szilvai
CEO, Hungarian
Public Roads

for Hungarian Public Roads. “We
set up a pilot committee to pursue
new solutions in sustainability in
2018, which is providing a platform
for innovative products and tech-
nologies that will help us do our job
more efficiently, more economically
and in support of the circular econ-
omy. Examples of our successful ex-
perimental developments include
glass-fiber paving and bitumen
made from rubber. We also orga-
nize road works and traffic man-
agement in a way that minimizes
congestion and unnecessary green-
house gas emissions,” states Szilvai.

Among the company’s other roles, it is re-
sponsible for issuing route permits for oversized
vehicles, inspecting trucks at weight control sta-
tions and training professionals in the road sec-
tor. It is also constantly advancing the Hungari-
an road networK’s digital infrastructure, through
which it is automating its own processes, creat-
ing a traffic control and information system that
can easily incorporate connected and autono-
mous vehicles, promoting electromobility and
environment-friendly transport, and providing
road users with real-time intelligent traffic in-
formation systems through its extensive digital
national access point.

“Road management is increasingly relying
on information technology systems: we use
digital logbooks, get up-to-date information
from electronic systems like roadside weather
stations, and we have an extensive fleet manage-
ment system to keep track of our vehicles” loca-
tions. Hungarian Public Roads has defined its
long-term goals around the most efficient and
comprehensive exploitation of the possibilities
inherent in innovative technologies,” he notes.

The company carries out some of its devel-
opment of novel technologies with research
partners like Budapest University of Technol-
ogy and Economics at Hungary’s ZalaZONE,
the largest testing facility in Central Europe for
conventional, electric and automated vehicles.
One recent breakthrough that has gained global
attention is a project creating cloud-based digi-

Futureal Group

with multinationals is not just about
manufacturing and logistics, it’s also
about brain power and innovation.
The wider Futureal Group is see-
ing many Fortune 500 companies
coming here to set up value-added
businesses ranging from medical
science to financial services, as well
as research and development oper-
ations. They recognize that there’s a
lot of great talent in the country.

The HelloParks sites include
ParkCenters with offices,
conference rooms, catering and
leisure services. The ParkCenters
are designed in accordance with the
International WELL Building Institute’s Mind
and Community standards. The parks are
being developed at full capacity: 1.7 million
square feet of space had been completed by
the end of 2022 that is now 100% occupied.
Can you give some examples of firms moving
into the parks?

HelloParks is the leader in developments that
offer a full service to the companies coming into
Hungary from the West or the East. For example,
we've just signed a second long-term lease with
the Chinese electric car and battery company
BYD, which is establishing a battery assembly
plant, and Samsung has moved substantial logis-
tics operations to us recently.

While our incorporation of WELL building
standards is a reflection of our focus on the well-
being of people working at HelloParks, another
key attraction for new tenants is that Futureal
Group is spearheading the green transformation
of Hungary’s real estate industry. As an illustra-
tion, HelloParks has constructed the first logis-
tics buildings in Hungary to meet the exacting
sustainability requirements for BREEAM Ex-
cellent and Outstanding certification in the new
construction category.

tal twins for the smart management of any road
transport issue. As Szilvai points out: “Hungary
is at the forefront of intelligent transport sys-
tems and Hungarian Public Roads is taking a
leading role in several EU projects in this area.
We're active not only in the planning stages, but
were managing specific projects aimed at guar-
anteeing that road infrastructure and vehicles
will be able to communicate with each other as
efficiently as possible in the future as well. Were
also working to ensure that these new technolo-
gy systems can send signals to other road users,
thus improving road safety”

In addition to being an active member of all
the important road and smart-transport organi-
zations at a European and global level, the com-
pany has formed beneficial partnerships with
ASFINAG, the public body in charge of Austria’s
autobahns, and Dars, which is responsible for

Hungarian Public Roads operates and maintains nearly 20,000 miles of national roads

HelloParks also provides its tenants with
smart solutions to help them reduce their
carbon footprints, including expandable solar
panels on rooftops, car chargers and an app
that allows them to monitor and manage
energy consumption. Sustainability is central
to all of the Futureal Group’s activities, from
its smallest projects to the award-winning
Corvin Quarter urban regeneration scheme,
Budapest’s largest mixed-use development.
Why do you put so much emphasis on
environmental impact?

The environment, energy efficiency, carbon
emissions and embedded carbon will be major
drivers of the real estate industry over the next
decade and Futureal intends to be a leader in
this. If youre an international company that
needs to meet its sustainability targets, you need

GABOR FUTO
CO-FOUNDER, FUTUREAL GROUP

“Hungary has a strong value
proposition for US companies
going into Europe, for
European enterprises selling
in Europe, and for Korean and
Chinese businesses.”

really green, future-proofed industrial, ware-
house or office buildings. For example, our big-
gest new project is Marina City in Budapest, an
outstanding urban regeneration scheme featur-
ing over 3,000 apartments and 1 million square
feet of offices with direct access to the Danube
river. In this, were going to achieve the highest
energy rating for every building and we're incor-
porating the latest technology so that the whole
project has zero local emissions. That’s the new
standard for Futureal Group’s developments.

——

Slovenia’s motorways, to jointly develop intel-
ligent transport systems and prepare the three
countries for the challenges that automated
mobility will bring. Since last year, for instance,
citizens in Hungary have been able to access live
feeds from Slovenias traffic monitoring web-
cams through Hungarian Public Roads’ online
road information service.

Hungarian Public Roads’ prominent and
central role in the development of transport and
mobility systems for the future is recognized by
its international peers, as Szilvai attests: “For
example, Hungary has been chosen to host the
Transport Research Arena in 2026, which is the
most important European forum for transport
and mobility. The direction our company wants
to follow is clear: we intend to continue being
an outstanding innovative player in the field of
road transport.”
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