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Compared to the previous year, in 2005 political and economic risk diminished in Hungary. Prepared by experts of the Political Capital Institute and  Figyelő, this is the conclusion of the 2005 Country Report providing an assessment of conditions in Hungary with contributions by leading Hungarian economic and political analysts. 
Political Risk Index (PRI)

For 2005, the annually published political risk index (PRI) stands at 70 points; based on that, Hungary continues to occupy the middle of the low–risk band. Compared to 2004, the score rose by two points, i.e., according to experts, Hungary's political risk slightly declined compared to the previous year. The lower risk is due primarily to the improved stability of the government: following the mid-term change in administration, in 2005 the Gyurcsány-cabinet consolidated its political power. However, in the area of political control over the economy, risk has increased due to a ‘glut’ in legislative amendments tied to the ‘100-step’ program. On account of regulatory deficiencies, there is as a clear sense of uncertainty about corruption and the freedom of press. The extensive and poorly efficient bureaucratic system poses a risk as well. These issues will have to be managed by the next legislation and administration
	The first three most important steps: 

1. Fight against corruption. 

2. Media regulation. 

3. Reorganizing bureaucracy.


Economic Risk Index (EcoRisk)

The current economic risk index (EcoRisk) published each quarter stands at 55.5 points, i.e., the Hungarian economy is still characterised by medium risk. While, compared to the previous year, the country risk has decreased to some extent, instead of internal developments, this is due primarily to the external economic trends. Serious internal and external imbalances continue to present the major risk factor. Since the budget has not been stabilised, by the end of 2005 Hungary's stability risk moved to the dividing line between the high and medium risk range. With all that, last year stability risks have also diminished thanks to higher consumer savings and increasing operating capital investments. Growth risk also declined in 2005, although the Hungarian economy was unable to take full advantage of favourable trends on global markets. On the labour market one sees the slight increase of medium risk. The further decline of the already low financial risk is due to the fact that, as a new member of the EU, Hungary is in a region doomed for success in the long term: this is reflected by the relatively low (by international standard) interest rate and yield premiums, although these are the highest within the Union. Last year the decline in risk was due to a grace period characterising global capital markets. However, since the end of the year it is evident: the global investment climate has changed and tolerance for markets with high imbalances is a thing of the past. This is one reason why fiscal balance must be restored without delay; without that the substantive reduction of the country risk is inconceivable. 
	The first two most important steps:

1. Fixing the budget. 

2. Increase of employment. 
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