
Hungary is a landlocked EU country situated in the Carpathian Basin, in the heart of Europe. Its territory is 93,030 square kilometers and has a 

population of nearly 10 million. 

Its bordering countries are Slovakia, Austria, Slovenia, Croatia, Serbia, Romania and Ukraine. It is a bridgehead between Eastern and Western 

Europe, with all European destinations in easy reach of the country, making it an optimal location for manufacturing, services and logistics. 

It is ranked by the World Bank as the world’s 58th largest economy by purchasing power parity and is an OECD high-income economy.
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Business Climate  

Hungary is a business hub situated in the center of Europe and has 
been a member of the European Union since 2004. Companies 
established here join the EU market. 

Hungary is one of the most open economies of Europe with a particular 
emphasis on encouraging foreign direct investment. It is a national 
priority to build partnerships with potential investors and to further 
improve the business climate. Multinationals and their SME suppliers 
both benefit from the highly skilled workforce, qualified suppliers and 
business infrastructure. 

Besides having the most competitive corporate income tax rate in the 
EU, Hungary has introduced a number of cash incentive measures 
to enhance corporate research and development (R&D) activities and 
realize technology-intensive investments.

Intellectual Property
Being an EU member state, Hungary has fully harmonized its 
intellectual property legislation with EU law. Hungary is also a party 
to all major international intellectual property agreements.

Banking Sector 
Magyar Nemzeti Bank (MNB) is the central bank of Hungary. 
MNB is a member of the European System of Central Banks. 
The Hungarian banking sector can be characterized by strong 
competition. Around 30 banks, more than 10 specialized credit 
institutions and co-operative credit institutions, are present on 
the Hungarian market. As for the commercial banks, both local 
subsidiaries of major foreign financial institutions and Hungarian 
banks are represented.



International Trade

Hungary has a foreign trade-focused open economy. The European 
Union is by far the largest economic partner of Hungary, with Germany 
being the main trading partner both for imports and exports. In 2014, 
an institutional triangle was created to support the foreign trade-
focused foreign policy of the Hungarian Government. The triangle of 
the Hungarian Investment Promotion Agency, the Hungarian Export 
Promotion Agency, and Hungarian Export-Import Bank Plc. operates 
effectively in promoting foreign trade and Hungarian exports.

Trade Agreements 
The EU has free trade agreements with associations and countries, 
providing a higher level of mutual market access. In addition, Hungary 
has signed more than 80 bilateral agreements with other countries.

Governmental Grants
Hungarian Government provides a negotiation-based, post-
financed subsidy in the form of non-refundable cash grants for 
future investment projects. These incentives focus on the areas of 
manufacturing facilities, logistics, regional service centers, research 
and development, bioenergy and tourist facilities.

Special Economic Zones
Currently, there is only one free economic zone (at the municipality 
of Záhony) that offers deferred taxation and deferred customs duty 
payments (non-EU goods can be introduced free of import duty, other 
charges such as taxes, and commercial policy measures). There are 
several free entrepreneurial zones for which increased investment 
incentives are available. There are no free trade zones in Hungary.

Tax Regime

The main direct taxes applicable in Hungary are:

• Corporate Income Tax: Taxable resident entities are taxed 
on their worldwide income. A company is regarded to be a 
Hungarian resident if it is incorporated under Hungarian law or 
has its place of management in Hungary. The general tax rate 
is 9%. 

Dividends are exempt from corporate taxation except for 
dividends distributed by controlled foreign companies. Capital 
gains are taxed as part of business income. Participation 
exemption applies to capital gains derived from reported 
shares. 

Hungary grants a wide range of corporate income tax 
credits and allowances related to investments, job creation, 
venture capital investments, funding of certain film or sports 
organizations, research and development (R&D), energy 
efficiency, environment protection, or other development 
projects defined by law. 

• Local Business Tax: Local business tax is a unique 
combination of profit and sales tax and is payable on adjusted 
net sales revenues. The tax is due to local municipalities where 
the company has its seat or permanent establishments. The tax 
rate can vary between 0 and 2%, which is up to the decision of 
the municipalities, in most cases, it is 2%. 

Only a few items can be deducted from the tax base, namely 
costs of materials, costs of goods sold, costs of subcontractors 
or services intermediated. In other words, amortization, payroll 
costs or other expenses are not deductible at all. 

As a result, for most companies, the local business tax 
represents an effectively higher tax burden than corporate 
income tax. If a taxpayer is active in more than one location, the 
tax base has to be allocated among the municipalities.

• Personal Income Tax: Resident individuals are subject to 
tax on their worldwide income at a flat rate of 15%. This rate 
applies to employment income, income from independent 
activities, as well as dividends, interest income and capital 
gains. 

Individuals are also subject to Inheritance and Gift Tax.

• Non-Resident Income Tax: Non-resident entities and 
individuals are liable to tax on their Hungarian-sourced incomes. 
Permanent establishments (PE) of foreign corporations and 
non-resident individuals are taxed at the standard rates (9% 
and 15% respectively). Capital gains are not generally taxable; 
however, capital gains realized upon transferring interest in 
qualifying real estate holding companies and the capital gains 
on the sale of immovable properties (except for entities not 
having PE in Hungary) are taxable at the standard rates.

The main indirect taxes applicable in Spain are:

• Value-Added Tax (VAT): Commercial supplies of goods and/
or services as well as imports and intra-EU acquisitions of 
goods will be subject to Hungarian VAT, being the standard 
rate is 27%. Reduced tax rates (18% and 5%) and specific 
exemptions will be applicable depending on the nature of the 
goods or services.

Certain transactions are exempt from VAT (e.g., financial and 
insurance services, medical services, educational services).

Non-resident persons supplying goods and services subject to 
Hungarian VAT must register for VAT if certain conditions are 
met. The appointment of a fiscal representative is compulsory 
for non-resident taxable persons in a non-EU country.

Non-resident taxable persons are entitled to apply for a refund 
of VAT (for non-EU countries the reciprocity principle applies). 

• Transfer and Stamp Tax: Transfer tax is levied on the transfer 
of real estates (and rights with monetary value thereon) or 
shares in real estate holding companies. The tax is payable by 
the transferee. Transfer tax is also payable on the acquisition of 
motor vehicles.

Stamp duties are payable on certain court procedures and 
administrative proceedings.

• Excise Duties: Companies producing, selling or importing 
certain products such as electricity, mineral oil, alcoholic 
beverages and tobacco products may be subject to excise tax 
in certain cases.

Hungary is ranked by the 
World Bank as the world’s 
58th largest economy by 
purchasing power parity 
and is an OECD high-
income economy. 

* Note that in this document, exchange rate of 365.13 HUF/EUR (i.e., the exchange rate published by the Hungarian Central Bank as of December 31, 2020) is used 
to convert the HUF amounts to EUR.



Employment Affairs 

Nationals of the EU Member States or nationals from non-EU countries with a work 
and residence permit are allowed to work in Hungary. From February 2021, the 
minimum wage is HUF 167,400 (~ EUR 460)* per month, while the monthly gross 
guaranteed wage minimum (payable for employees hired for jobs requiring at least 
secondary qualification) is HUF 219,000 (~EUR 600)*.

The retirement age is 65 years both for women and men. Women with 40 years of 
employment can request retirement before reaching the age of 65.

An employment contract must be concluded in writing and its essential elements 
are the employee’s personal base wage and his/her job title. The workplace of the 
employee shall be defined in the employment contract as well. The employment 
contract can only be amended by mutual consent and in writing. Both the 
employer and the employee can terminate an employment relationship in writing 
either by mutual agreement, by notice (ordinary dismissal), by dismissal for a 
serious breach of employment contract, or gross misconduct (dismissal with 
immediate effect).

If a foreign employer employs an employee temporarily in the territory of Hungary, 
certain minimum conditions (e.g., maximum working time, minimum rest period, 
minimum annual paid leave, etc.) shall apply to the employment relationship even if 
Hungarian labor law is otherwise not applicable. If the duration of posting exceeds 
12 months, the provisions of the Labor Code (with some exceptions) shall apply to 
such employment relationship mutatis mutandis. 

Social Security 

In Hungary, social security contributions cover health, pension and unemployment 
insurance. Both employers and employees pay mandatory social security 
contributions. The basis of the contributions is the gross salary. 

Employers must pay 15.5% social contribution tax, whereas employees are subject 
to an 18.5% social security contribution, which is automatically withheld from the 
employees’ salaries. 

Since Hungary is a member of the EU, Directive No. 883/2004/EC and Regulation 
No. 987/2009 on the execution of the directive are also in effect which regulate the 
status of migrant employees. 

Furthermore, Hungary has concluded several bilateral totalization agreements that 
should be taken into consideration when examining the social security status of 
expatriate employees, too.
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Establishing a Business

Hungarian law allows several types of company structures that may be used to 
carry out business activity in Hungary. The main company types are the following:

• Betéti társaság (limited partnership) – there is no minimum capital for this 
company form

• Korlátolt Felelősségű Társaság (private limited liability company) – minimum 
capital of HUF 3 million (~EUR 8,220)*

• Zártkörűen Működő Részvénytársaság (private company limited by shares) – 
minimum capital of HUF 5 million (~EUR 13,700)*

• Nyilvánosan Működő Részvénytársaság (public company limited by shares) – 
minimum capital of HUF 20 million (~EUR 54,780)* 

The aforementioned business associations are legal entities; however, each of 
them is subject to special regulations.

Investors who intend to set-up a Hungarian presence may decide to pursue 
business activities in a non-corporate form through a commercial representative 
office or branch office.

As a general rule, no administrative permit is required to establish a business in 
Hungary. Exceptions apply to certain regulated industries apply (e.g., financial 
service providers, pharmaceutical industry).

Andersen Global is an international association of legally separate, independent member firms 
comprised of tax and legal professionals around the world.

 Visit global.Andersen.com for more locations.
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