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SITUATIONAL ANALYSIS

On 30t July, Hungarian Prime Minister Péter Magyar issued an extraordinary announcement warning

the public about the risk of an energy crisis. Magyar revealed that the 44-year-old Paks Nuclear Power

Plant, the country’s sole NPP which is currently operating at nearly half of its nominal capacity, will
completely halt all energy production from 4-5t August. This unprecedented measure is driven by the

record low levels of the Danube River, severely hindering Paks' operations. According to the PM, the
river has dropped to an historic low of -121 centimetres at Paks, drastically below the previous record

of -97 centimetres in 2018.

Meteorological forecasts indicate the water level will continue to drop, meaning the facility will not be

able to restart in the short term. As a result, 2,000 megawatts of daily capacity will fall out of Hungary's

domestic energy production by 3 August, in a country where the average daily summertime

consumptionis at around 6,000-7,000 megawatts. The government is facing further pressure as the gas-
fired Dunamenti Power Plant, which produces an additional 400 megawatts, has also shut down due

to malfunction, but is expected to be fully operational by 2 August.

This drop in supply comes at a challenging moment as the worsening heatwave is driving up electricity

demand among both residential and public consumers. While a full shutdown of the plant has never

happened before, Magyar reassured citizens that this itself does not constitute a safety emergency,

emphasizing that all procedures are being carried out with maximum security and in partnership with

the responsible authorities.

To further mitigate the crisis, unnecessary energy consumption is being reduced in government

buildings, while Parliament’s 3-4th August sessions will be postponed. The PM also urged citizens to

schedule heavy electricity usage (such as charging electric vehicles and air conditioning) outside the
5:00 PM to 10:00 PM peak window. Officials noted that this responsible, self-limiting behaviour from both

residential and corporate consumers is critical to maintain the functioning of the national energy grid.

IMPLICATIONS FOR BUSINESSES

Regarding the private sector, this capacity shortage requires an immediate response from the most
energy-intensive industrial players. To alleviate strain on the national grid, the PM has appealed directly

to major corporate consumers to make operational sacrifices. Specifically, he requested that large-

scale battery factories, chemical plants and automotive manufacturing facilities voluntarily shut down

their operations to help the country navigate the potential shortage.
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At the same time, Magyar noted that the government has started crafting legislation “to be able to
intervene, even on a mandatory basis, with the scheduled, temporary disconnection of certain large
consumers in order to preserve the country's energy security.” For businesses, this entails a direct
regulatory risk if the current energy shortage transforms into a full-scale crisis. On 315t July, the PM said
the government will review the energy consumption of large consumers, which could signal further
changes.

However, Economy and Energy Minister Istvan Kapitany offered a more reassuring perspective, stating
that the situation does not constitute a national emergency. He explained that the reduction in the
performance of the Paks NPP is not an unexpected crisis, but rather a responsible measure executed
according to a carefully prepared professional plan and pre-determined safety rules.

Emphasizing that operational security remains the absolute priority, Kapitdny assured the public that
Hungary's overall energy supply is secure and continuously monitored. To successfully compensate for
the lost nuclear capacity, the government will temporarily bridge the gap by utilizing other domestic
power plants, tapping into renewable energy sources and increasing electricity imports from
neighbouring countries.

LOOKING AHEAD

Further reassuring the public, the Economy Minister announced on 31st July that electricity consumption
dropped 151 megawatts below planned levels during 30t July’s critical evening pecak, as citizens
voluntarily reduced their power usage. Expressing his gratitude to households and businesses for their
cooperation, he called on the public fo maintain these energy-saving efforts between 5:00 PM and
10:00 PM in the coming days, while certain large industrial consumers have already announced that
they will be voluntarily reducing their electricity and water use. On 315t July, the PM also acknowledged
that large consumers “understand the situation, and they are trying to adjust their operations”, further
encouraging them to voluntary cut consumption. As for the population, the government believes there
will be no need for large-scale restrictions but could not rule out power shortages.

In parallel, Living Environment Minister Laszl6 Gajdos said Hungary must prepare for managing
permanent water shortage situations, while PM Magyar announced that the energy crisis could start
on 39 August and last for weeks. Discussing fuel supplies, Magyar said there is currently no need to
access the strategic reserves but if prices were to spiral, the government will intervene. Zsolt Hernadi,
CEO of Hungary's state oil company MOL, added that there is a shortage on the world market, but
sufficient strategic reserves for 87 days in Hungary. However, ships are standing on the Danube due to
the low water level, which could cause fuel fransport challenges.

The upcoming days will be crucial for Hungary's energy and supply security, with environmental
aspects and industrial consumers’ behaviour to also impact future developments. Businesses are
accordingly recommended to closely monitor the situation and ensure compliance with emergency
requests. In parallel, this will be the Hungarian PM’s first major crisis management test since his Respect
and Freedom Party (TISZA) won the April parliamentary elections and secured a two-thirds
(constitutional) majority in parliament. The handling of the crisis could affect public perceptions of both
the new government and the ruling party.
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Looking ahead, the government is expected to focus on reducing climate dependencies and the
country’s energy exposure to Russia, as well as expanding wind energy capacities from EU funds. On
29t July, the government adopted a decision to build new wind farms capable of producing 4,000
megawatts, while the Economy Ministry will publish a ministerial decree on the location of future wind
farms for public consultation.
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If you would like to schedule a discussion of this paper, please contact:
Aron Varga, Country Director for Hungary, at A.Varga@AreteraPA.com

1 Aretera is a leading independent public affairs advisory firm operating across Central & Eastern Europe, TUrkiye, Central Asia
I and a growing number of global emerging markets. We advise a wide range of leading multi-national corporations, providing
counsel on all aspects of public policy, public affairs and reputation management. www.areterapa.com
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