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DOING BUSINESS IN HUNGARY

E-commerce e dition




Hungary is a country located in Central Europe and member of the European Union
as well as the Schengen Area. Today, Hungary is an upper-middle income country
with a very high Human Development Index, which looks at life expectancy,
education and the standard of living. The economy is largely driven by exports,
making it vulnerable to external market shocks.

Population 9.67 min people
Currency Hungarian forint (HUF)
Fiscal year Calendar year

Trade organisations EU, OECD, AlIB, WTO

Unemployment Ca 3,4% of total labour force




e Limited Partnership (Bt.)
Required capital - none, 2 founders required

e Limited Liability Company (Kft.)
Required capital: HUF: 3,000,000 / ca EUR 8, 588%*, 1 founder required

e Private Company Limited by share (Zrt.)
Required capital: HUF: 5,000,000 / ca EUR 14,312*, 1 founder required

e Public company limited by share (Nyrt.)
Required capital: HUF: 20,000,000 / ca EUR 57,250*, 2 founders required

*(349,345 HUF/EUR)

Hungarian GAAP, although subject to some exceptions, certain companies may
opt to apply IFRS. Financial statements must be filed annually in HUF, EUR,
USD or other currencies if certain conditions are fulfilled.




TAXATION IN HUNGARY

Taxation In Hungary is levied by both national and local
governments. The most important revenue sources include the
Income tax, social security, corporate tax and the value added tax,
which are all applied at the national level. Among the total tax
Income, the ratio of local taxes is solely 5% while the EU average is
30%. Personal Income tax in Hungary is levied at a flat rate of 15%.
The VAT general tax rate in Hungary is 27% in accordance with the
EU VAT directive. Nonetheless, there are two reduced VAT rates in
use: 5% and 18%. Local business tax is 2% or the adjusted revenue.
VAT returns are required to be submitted monthly, quarterly or
yearly. Deadline for filing the return is the 20th day of the month
following the given period. The yearly VAT return has to be submitted
by February 25th following the given tax year. Corporate Income
tax was unified at a rate of 9% — the lowest in the European Union.
Business associations need to submit their CIT returns by May
31st following the tax year. For taxpayers with a different tax year,
the filing deadline is the last day of the fifth month following their
business year. The Hungarian transfer pricing rules are in line with
OECD Transfer Pricing Guidelines. Accordingly, price setting of
Intra-group transactions, have to follow the arm'’s length principle.

Corporate Income Tax
Personal/Individual Income Tax
Value Added Tax - standard
Value Added Tax - reduced

Social contributions - payable by
employee / employer

9%

15%

27%

5% / 18%

18,5% / 15,5%



E-commerce Is on the rise in Hungary, with significantly growing numbers of
customers shopping online. According to official data, Hungary has about 7.64 min
Internet users, who account for 79 % of the total population.

Total number of people purchasing
consumer goods online 6.80 min

Value of the market for online consumer
goods purchases EUR 2 bln (y-0-y +12%)

Average annual revenue per online
consumer goods shopper (ARPU) EUR 294 (y-0-y +11%)

Online consumer goods ARPU as a % of GDP
per capita 2.1%

Source Digital 2020 Hungary — Hootsuite




Just as In previous years, the online retail trade volume of Hungary increased
considerably. Drivers of e-commerce growth in Hungary can be divided into
two groups: direct and indirect drivers. The development level of the digital
economy, especially internet and device use, is the key direct driver, while net
monthly earnings, inflation and household consumption have an indirect
Influence on e-commerce development.

Total value of the consumer (B2C) E-commerce market EUR 1,85 bin
Annual growth in the value of B2C E-commerce spend +16%
B2C E-commerce spend as a % of total B2C Retail spend 5%

Mobile” s share of B2C E-commmerce transaction value 13%

Based on data from a study conducted by Statista, the Hungarian B2C market
accounted for EUR 6.2 bln in 2019. Median age of people who made a purchase
Is 43.3 years. Research showed that the ecommerce industry in Hungary
reached EUR 1.85 bln in 2019 and that it reached 16% growth y-o-y, and stand
for 5% of total B2C retail spend in Hungary.



44% 45% 5% 5% 1%

CREDIT CARD BANK TRANSFER E-WALLET OTHER



The most popular product categories in the Hungarian e-commerce are
travel, fashion & beauty, electronics, furniture and food.

TRAVEL FASHION & BEAUTY ELECTRONICS FURNITURE
EUR 1.51 bin EUR 568 min EUR 436.8 min




CONTACT

IF YOU REQUIRE ANY FURTHER
INFORMATION, FEEL FREE TO CONTACT
OUR TEAM

Group Business Managing Director,
Development Director ASB Hungary

E: dledvinka@asbgroup.eu E: aszedmak@asbgroup.eu
M: +420 724 377 998 M: +36 30 1754383




