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. SUMMARY

Fourteen domestic and three foreign analysts took part in the April survey of financial market inflation expectations. The
data reveal that the one-year inflation forecasthas also increased slightlyamid slightlyhigher expected economic activity
this year. The economic growth outlook for next year and the three-year inflation outiook remain unchanged. In the April
survey, a large majority of respondents expected the 2W repo rate to fall by 50 basis points to 5.25% at the CNB Bank
Board meeting in May. The average forecasts forthe koruna exchange rate reacted only moderatelyto the weakening of
the koruna. Expected nominal wage growth this year has decreased slightly, while the outlook for next year is unchanged.

DOMESTIC ANALYSTS
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We would like to thank everyone who contributed to this survey of financial marketinflation expectations.

Prague, 23 April 2024
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II. INFLATION
FORECAST FOR Y/Y CPlI GROWTH 1Y AND 3Y FORECAST FOR CPI GROWTH
(%) (%)
CNB (%)
. Date of ANALYSTS
April cPl Prediction
2024 1Y 3Y 1Y 3Y 1Y
minimum 1.7 2.0 V.23 3.5 26
average 2.2 2.2 V123 3.1 25 20Q: 2.1
maximum 3.1 2.8
IX.23 2.7 2.4 3Q: 1.9
X1.23 2.8 2.3
XI.23 2.9 2.3 4Q:2.8
.24 2.4 2.3 1Q: 1.7
.24 2.1 2.2
V.24 2.2 2.2

The consumer price indexin the Czech Republic rose by 0.1% month on month in March, compared to 0.3% the month
before. The month-on-month increase in March was due mainlyto rising prices in transportwhere, in addition to rising fuel
prices, the motorway toll charge increased by 53.3%. In a year-on-year comparison,inflation remained atthe same level
as in February, namely 2.0%. The developments here were mixed, as the acceleration in price growth in transport was
counteracted by a deepening ofthe decline in prices of food and non-alcoholic beverages. However, housing remains the
driver of annual inflation. Goods prices increased by0.1%, but services prices rose by5.4%.

Although annual inflation remained unchanged, the analysts’ opinions regarding inflation at the one-year horizon shifted
slightlyupwards on average. Whereas in the previous survey the forecastwas 2.1%,itis now 0.1 percentage pointhigher.
The range of individual estimates narrowed owingto a largerincrease in the minimum estimate. The three-year forecast
saw no change and remains at2.2%. The range of forecasts from individual respondents also remained unchanged.

The analysts expect inflation to still be affected by the Czech economy’s subdued performance and the drop in energy
prices. According to some analysts, inflationary pressures have notfully disappeared and maystill be arisk for the coming
quarters. Core inflation declined, yet is not at the 2% target. According to the analysts, the main reason is prices in the
services sector, which could be an argument for continuing the Bank Board’s cautious approach to the CNB’s monetary
policy and againsta rapid reduction in key interestrates. According to some estimates, headline and core inflati on should
remain below the upper boundaryofthe tolerance band around the inflation target, i.e. below 3%, until the end of this year,
though more expensive fuel, a weaker koruna and a gradual start to economic recovery could first have an inflationary
effect. Plus, headline inflation is likely to accelerate in Q4, due partly to last year's low base, as energy prices started o
fall at the end of the year. Core inflation will be kept in the upper part of the tolerance band by rising services prices.

The CNB's spring forecast expects consumer pricesto rise by 1.9% year on year in 2025 Q2.
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lll. GROSS DOMESTIC PRODUCT

FORECAST FOR GDP GROWTH FORECAST FOR GDP GROWTH
(%) (%)
April current year current+ 1Y Date of Prediction | current year current+1Y
2024
minimum 0.8 1.7 V.23 0.1 2.6
average 1.2 2.6 viz23 0.3 25
maximum 2.3 4.5 IX.23 01 2.3
XI1.23 -0.3 1.8
XI.23 -0.4 1.4
.24 1.2 2.6
.24 1.1 2.6
V.24 1.2 2.6

The latest revised GDP estimate, which also includes new data for the general governmentsector, offers a slightlymore
optimistic view of the domestic economyin 2023 Q4. According to the updated data, economic performance rose by0.4%
quarter on quarter, as againstthe preceding 0.2%. In year-on-year terms, it increased by 0.2%, compared with a decline
of 0.2% in the previous estimate. GDP fell by 0.2% in 2023 as a whole,compared to the previous fall of 0.4%.

Continuing economic developments and revisions to previous data prompted analysts to slightlyincrease their estimates
of economic growth in the Czech Republic this year by 0.1 percentage pointto 1.2%. The outlook for nextyearis unchanged
and domestic economic growth is again expected to accelerate to 2.6%. In our survey, the range of individual estimates
for this year and the next narrowed, due mainlyto an increase in the minimum values.

Some ofthe analysts considerthatthe Czech economyremains subdued. However, there are signs thatdomestic demand
has bottomed outand is graduallystrengtheningaccording to somemacroeconomic data (e.g. consumer sentiment, while
there are also signs ofimprovementin business sentiment). For example, retail sales have risen, benefiting from real wage
increases. By contrast, external demand is burdened by the weaker performance of the German economy, espe cially
industry. An economic recovery is thus expected this year, but it will be only gradual. Economic growth is expected to pick
up further next year.

According to the CNB’s spring forecast, GDP will grow by 1.4% in 2024 and accelerate to 2.7% in 2025.

INDIVIDUAL 1Y PREDICTIONS GDP GROWTH AT END OF YEAR
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IV. INTEREST RATES - 2W REPO, PRIBOR, IRS

FORECASTS: MINIMUM, AVERAGE AND MAXIMUM 2W REPO, 12M PRIBOR, 5Y AND 10Y IRS

(%)
April 2W repo rate 12M PRIBOR 5Y IRS 10Y IRS
2024 1M 1Y 1M 1Y imM 1Y 1M 1Y
minimum 5.25 3.00 4.00 3.10 3.00 2.60 3.10 2.60
average 5.29 3.49 4.31 3.47 3.71 3.33 3.81 3.45
m aximum 5.75 4.00 4.60 3.90 4.00 3.80 4.10 4.00
FORECAST FOR 2W REPO, 12M PRIBOR AND 5Y AND 10Y IRS
(%)
Date of Prediction 2Wrepo rate 12M PRIBOR 5Y IRS 10Y IRS
1M 1Y 1M 1Y 1M 1Y iM 1Y
V.23 7.00 5.56 7.18 5.34 4.98 4.22 4.53 4.09
VI1.23 7.00 5.43 7.14 5.29 4.67 4.05 4.27 3.88
IX.23 7.00 4.90 6.89 4.70 4.42 3.74 4.17 3.61
XI1.23 6.83 4.38 6.40 4.25 4.30 3.62 4.23 3.64
Xl.23 6.81 4.33 6.20 4.13 3.96 3.58 3.91 3.62
.24 5.75 3.66 4.90 3.50 3.41 3.21 3.45 3.27
n.24 5.71 3.54 4.61 3.45 3.37 3.21 3.47 3.32
.24 5.29 3.49 4.31 3.47 3.71 3.33 3.81 3.45
ACTUAL INDICATOR VALUES AS OF FORECAST DEADLINE
(%)
2w 12M 5Y 10Y
repo rate PRIBOR I1RS I1RS
15.4. 5.75 4.58 4.02 4.10

In the April survey, 15 out of 17 respondents were expecting the 2W repo rate to be cut by a further 50 basis points ©
5.25% at the CNB Bank Board’s May meeting. One of the analysts expectedit to fall by only 25 basis points to 5.50% and
one expected key interestrates to remain unchanged.

The analysts expect the 2W repo rate to decrease graduallyat the one-year horizon as well. The range of their estimates
narrowed slightlyto between 3.00% and 4.00%. Even though inflation is on targetand key interestrates are relatively high,
the analysts expectthe CNB Bank Board to stick to its current cautious approach. Apartfrom its current practice, they also
see arisk of apossiblere-intensification ofinflationary pressures. Therefore, some expectthat, after the May or even June
monetarypolicy meeting, the CNB Bank Board will return to lowering key interestrates iniits traditional 25 -point steps.

At the sametime,the analysts also focused onthe May monetary policy meeting because the CNB promised to present
its view of the neutral (equilibrium) interest rate, or r*, which should improve the CNB’s predictability in future monetary
policy settings and perhaps even outline the level at which the decline inthe 2W repo rate could stop within this monetary
policy cycle.

ANALYSTS’ FORECAST —2W REPO RATE LEVEL IN1Y

(%)
2W repo rate level in 1Y (%) 2.75 3.00 3.25 3.50 3.75 4 4.25 4.50
number of analysts - current survey 0 3 3 4 6 1 0 0]
-previous survey 0 3 2 5 6 1 1 0

The PRIBOR reference rates on the interbank markethave declined since the March survey due to the CNB Bank Board's
monetarypolicy decisions. Their monthlyforecastresulting from our surveyalso moved down alongwith them (by 30 basis
points for the 12M PRIBOR). By contrast, the 12M PRIBOR forecastincreased by3 basis points atthe one-year horizon.
Swap rates in the marketwere also affected by external factors. Their marketvalues shifted significantlyupwards (5YIRS
+63 bp and 10Y IRS +60 bp). Their forecasts followed in the same direction in our survey, onlyto a lesserextent (+12 to
+34 bp).

The CNB’s spring forecast implies a 2W repo rate of 3.7% in 2025 Q2.

Czech National Bank Financial Market Inflation Expectations 4/2024



IV. —— Interest rates — 2W repo, PRIBOR, IRS

12M PRIBOR AT 1Y
ACTUAL DATA, AVERAGE AND RANGE OF PREDICTIONS
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V. EXCHANGE RATE
1M AND 1Y EXCHANGE RATE FORECAST
M 1y

V.23 23.47 24.07
V1.23 23.74 23.94
IX.23 24.16 24.16
X1.23 24.63 24.58
XI1.23 24.52 24.51
.24 25.25 24.78
.24 25.26 24.67
V.24 25.28 24.74

EXCHANGE RATE FORECAST

April EUR/CZK

2024 1M 1Y
minimum 25.15 23.80
average 25.28 24.74
maximum 25.40 26.25

From the March survey to the cut-off date for the April one, the exchange rate of the koruna against the euro weakened
on the foreign exchange market from CZK 25.16 to CZK 25.33 to the euro. Some take the view that the CNB's
communications after the March meeting, which showed thatthe continued weakening ofthe koruna could pose an upside
riskto inflation, contributed to preventing even greater depreciation. Despite the above, the analysts did not change their
opinion much on the future developmentofthe koruna exchange rate, shifting their forecasts to weaker levels onlyslightly.
They expect the korunato be close to CZK 25.28 to the euroin mid-May and around CZK 24.74 to the euro in April 2025.

According to the analysts, the future path of the koruna exchange rate may be affected by the neutral interestrate. If the
CNB were to move itto a higherlevel and communicate thatit would therefore end the cycle of lowering key interestrates
at a higher level than market expectations, the koruna exchange rate could appreciate. Weak economic growth is a risk
acting in the opposite direction. In the medium term, however, a return to the long-term gradual appreciation trend is
generallyexpected in connection with the expected recovery in economic activity, a more gradual reductionin CNB rates
in the second half of this year and, conversely, the start of a monetary policy easing cycle by central banks around the

world.

ACTUAL EUR/ICZK AS OF FORECAST DEADLINE

15.4.

25.33

The CNB’s spring forecast expects the korunato be at CZK 24.9 to the euroin 2025 Q2.
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EUR/CZK AT 1Y

PREDICTIONS OF INDIVIDUAL ANALYSTS

26.5

26.0

25.5

25.0

o

5

o

w

4/2024

245
24.
23.
23.
22.
22.0

ANALYSTS



VI. —— Nominal wages 9

VI. NOMINAL WAGES

FORECAST FOR NOMINAL WAGE GROWTH FORECAST FOR NOMINAL WAGE GROWTH
(%) (%)
April current year current+1Y Date of Prediction current year current+1Y
2024
minimum 4.6 3.5 V.23 8.2 6.0
average 6.1 51 V123 8.7 6.5
e L0 >0 1X.23 8.8 6.8
XI1.23 8.1 6.5
XI.23 7.8 6.5
.24 6.2 5.2
.24 6.2 51
V.24 6.1 5.1

According to the Labour Office, there were 288,623 registered job seekers in March 2024. This was 7,484 less than in
February and 15,145 more than in March 2023. At the same time, the number of registered job seekers is 19,963 more
than the number of vacancies, which in this period was the lowestsince 2018.In March 2024, the start of seasonal work
after the winter period, especiallyin the construction sector, was already noticeable in unemployment. This annual trend
has been further reinforced this year by the unusuallywarm weatherin March. The unemploymentrate was 3.9% year on
year in March, falling by 0.1 percentage pointmonth on month. This is 0.2 percentage pointhigherthan in the same period
lastyear. In an international comparison, the unemploymentrate in the Czech Republicis again the lowestin the EU.

Against the background of the above data, the analysts only slightly revised expected nhominal wage growth this year.
According to the updated data, nominal wages are expected to increase by6.1% on average in 2024, 0.1 percentage point
less than in the March survey. The range of individual forecasts narrowed significantlyowing to an increase in the minimum
and a decrease inthe maximum values. By contrast, the outlook for 2025 remained unchanged for the second consecutive
month, with wage growth estimatedto slow to 5.1% on average. In this case, however, the range ofthe analysts’ estimates
widened slightly, mainlydue to a lower minimum value.

According to the CNB’s spring forecast, nominal wages are expectedto increase by 7.2% in 2024 and by 6.1% in 2025.
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