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. SUMMARY

Sixteen domestic and two foreign respondents sentin their contributions to the March survey of financial marketinflation
expectations. The survey results reveal that predicted inflation decreased at both the one-year and three-year horizons
and is very close to the CNB’s 2% inflation target. The estimated GDP growth rate for this year is also lower, while the
outlook for next year is unchanged. Mostofthe respondents were rightto expectthe CNB Board meeting in March to result
in cutting the 2W repo rate by 50 basis points to 5.75%. The opinion on the expected koruna exchange rate at the one-
month horizon was virtually unchanged and the koruna is expected to be slightly stronger at the one -year horizon. The
forecastfor nominal wage growth this year is unchanged, whereas the outlook for next year is slightlyless optimistic.
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We would like to thank everyone who contributed to this survey of financial marketinflation expectations.

Prague, 23 March 2024
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II. INFLATION
FORECAST FOR Y/Y CPlI GROWTH 1Y AND 3Y FORECAST FOR CPI GROWTH
(%) (%)
CNB (%)
Date of ANALYSTS
March CPI Prediction
2024 1y 3Y 1Y 3Y 1y
minimum 09 >0 .23 3.7 2.6 1Q: 2.3
average 2.1 2.2 V.23 3.5 2.6
m axim um > 7 > 8 Vvi.23 3.1 2.5 2Q: 2.1
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

In February, inflation in the Czech Republic slowed by 0.3 percentage pointto 2.0%, i.e. exactly to the target set by the
CNB. This was mainly driven by developments in vegetable prices within food prices and by slower growth in prices of
alcoholic beverages and tobacco. Goods prices increased by0.2%, while services prices increased by5.2%. In month -on-
month terms, consumer prices rose by 0.3%. Growth in prices of fuels and package holidays had a large effect. Goods
prices were flat month on month, while prices in services rose by 0.7%.

The analysts’ view of future inflation was revised downwards at both the one-year and three-year horizons. The average
one-year forecast thus shifted downwards by 0.3 percentage point to 2.1%. The correction was more moderate at the
three-year horizon, with the average forecast falling by 0.1 percentage pointto 2.2%. The range of individual estimates
narrowed in both cases, owing mainlyto a decline inthe maximum estimates.

The analysts believe thatinflation will be relatively stable in the months ahead. During the summer, it could slow further
belowthe 2% inflation target, falling below 1.5% according to some estimates. This would help stabilise general inflaton
expectations inthe economy. Inflation should return to the inflation targetor slightlyabove itin the second half of the year
owing to the year-on-year effect. In any case, analysts are of the opinion that annual inflation should remain within the
tolerance band this year. Consumer price inflation is expected to be close to 2% next year, with the inflationary effect of
the economic recovery being dampened by an expected fall in energy prices for households. However, current price
developments in the services sector, i.e. the fundamental building block of core inflation, do not go unnoticed. The
exchange rate of the koruna is also attracting some attention. In both cases, this is an upside risk to inflation, which,
according to the analysts, mayhave an impactonthe CNB’s decisions regarding keyinterestrates.

The CNB’s winter forecast expects consumerpricesto rise by 1.7% yearon yearin 2025 Q1.
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lll. GROSS DOMESTIC PRODUCT

FORECAST FOR GDP GROWTH FORECAST FOR GDP GROWTH
(%) (%)
March current year current+ 1Y Date of Prediction current year current+1Y
2024

minimum -0.4 1.2 .23 0.2 2.7

average 1.1 2.6 V.23 0.1 2.6

maximum 2.4 4.5 V123 0.3 2.5
IX.23 0.1 2.3
XI1.23 -0.3 1.8
XI.23 -0.4 1.4
.24 1.2 2.6
.24 1.1 2.6

The revised GDP growth estimate for Q4 of lastyear confirmed the preliminaryestimate. The domestic economycontracted
by 0.2% year on year and expanded by 0.2% quarter on quarter. Overall, it decreased by 0.4% in 2023.0On the demand
side, household consumption, investment and external demand were the main quarterly growth factors in Q4, while
governmentexpenditure and change in inventories had a negative effect. In terms of gross value added, the drivers were
industryand real estate activities, while the construction and financial sectors declined. In year-on-year terms, the growth
was again driven mainly by industry and information and communication activities, while transport, hospitality and
construction all declined. As regards the demand side, the contributions of external demand and household consumer
spending were positive.

The analysts’ view of future GDP growth saw no major changes. A gradual economic recovery is expected overall, slightly
smallerthis yearthan in the previous survey. The average economic growth forecastfor 2024 saw a slightchange, down
by 0.1 percentage point to 1.1%. The range of individual estimates widened significantly due to a sharp decline in the
minimum values. The outlook for next year is unchanged on average, so the expected GDP growth rate remains at2.6%.
The range of extreme estimates has also widened, butthis time both with an increase in the maximum value and a fall in
the minimum value.

According to the CNB’s winter forecast, GDP will grow by 0.6% in 2024 and accelerate to 2.4% in 2025.

INDIVIDUAL 1Y PREDICTIONS GDP GROWTH AT END OF YEAR
OUTLOOK FOR THIS YEAR AVERAGE AND RANGE OF PREDICTIONS
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IV. INTEREST RATES - 2W REPO, PRIBOR, IRS

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

(%)
March 2W repo rate 12M PRIBOR 5Y IRS 10Y IRS
2024 1M 1Y imM 1Y imM 1Y iM 1Y
minimum 5.25 3.00 4.30 3.04 3.00 2.30 3.04 2.30
average 571 3.54 4.61 3.45 3.37 3.21 3.47 3.32
maximum 6.25 4.25 5.90 3.80 3.52 3.90 3.80 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 1M 1Y
n.23 7.00 5.59 7.20 5.46 4.95 4.24 4.49 4.07
V.23 7.00 5.56 7.18 5.34 4.98 4.22 4.53 4.09
V123 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
X1.23 6.83 4.38 6.40 4.25 4.30 3.62 4.23 3.64
Xi.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.24 571 3.54 4.61 3.45 3.37 3.21 3.47 3.32
ACTUAL INDICATOR VALUES AS OF FORECAST DEADLINE
(%)
2W 12M 5Y 10Y
repo rate PRIBOR IRS IRS
15.3. 6.25 4.84 3.39 3.50

A large majority of the respondents (13 out of 18) were rightly expecting the CNB Board to continue to cut key interest
rates rapidlyat its March meeting and to reduce the 2W repo rate by 50 basis pointsto 5.75%. Four respondents believed
that the CNB would ease monetary policy even more significantly. Three estimated a reduction in the 2W repo rate of
75 basis points t0 5.50% and one even estimated a cut of 100 basis points to 5.25%. By contrast,one analyst estimated
that the 2W repo rate would remain atits original level,i.e. 6.25%.

The main speculation concerned whether the Board would cutrates by 50 or 75 basis points. An excessively high level of
key rates amid low actual inflation and weak economic performance or the prospectofweaker external demand argued in
favour of a deeperdecline. By contrast, inflationarypressures stemmingfrom a weaker koruna or the potential rise in core
inflation due to dynamic growth in services prices were an argument for more cautious rate cuts. In addition, the Bank
Board’s communications (especially E. Zamrazlova, J. Kubi¢ek and J. Prochazka) also signalled a gradual easing of
monetarypolicy given the evolution of the koruna exchange rate and the need to extinguish the lastembers ofinflation.

ANALYSTS’ FORECAST - 2W REPO RATE LEVEL IN1Y
(%)

2W repo rate level in 1Y (%) 3.00 3.25 3.50 3.75 4.00 4.25 4.50 4.75
number of analysts - current survey 3 2 5 6 1 1 0 0
-previous survey 3 1 2 6 4 0 1 0

The downward trend in moneymarketinterestrates is continuingin connection with the outlook for keyinterestrates, while
the 12M PRIBOR interbank reference rate has declined by 9 basis points since the February survey. The forecast for the
12M PRIBOR also shifted downwards, more so at the one-month horizon (-5 basis points for the one-year forecast, as
against-29 basis points for the one-month forecast). Market rates on interest rate derivatives rose slightly (by 3 basis
points both at5Y and 10Y IRS). The average swap rate forecasts changedin a mixed waybetween -4 and +5 basis points.
At the sametime, the analysts expectthe positive slope ofthe yield curve to be slightlyhigher on average at both the one-
month and one-year horizons than they expected a month ago.

Czech National Bank
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12M PRIBOR AT 1Y 2W REPO AND 12M PRIBOR AT 1Y
ACTUAL DATA, AVERAGE AND RANGE OF PREDICTIONS PREDICTIONS OF INDIVIDUAL ANALYSTS
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V. EXCHANGE RATE

1M AND 1Y EXCHANGE RATE FORECAST EXCHANGE RATE FORECAST
1M 1Y March EUR/CZK

.23 23.81 24.15 2024 iM 1Yy
N.23 23.47 24.07 minimum 25.10 23.80
V1.23 23.74 23.94 average 25.26 24.67
IX.23 24.16 24.16 maximum 25.50 25.50
X1.23 24.63 24.58

Xl.23 24.52 24.51

.24 25.25 24.78 ACTUAL EUR/CZK AS OF FORECAST DEADLINE
.24 25.26 24.67

15.3. 25.16

The exchange rate of the koruna against the euro on the foreign exchange market appreciated slightly since the cut-off
date of the previous survey, moving from CZK 25.42 to CZK 25.16 to the euro between mid-February and mid-March.
However, from this level it subsequently moved back to weaker levels. The analysts kept their monthly forecast virtually
unchanged on average and believe that the koruna exchange rate could be close to CZK 25.26 to the euro in mid -April
this year. Subsequently, it should take a slightappreciation trend, which will allow itto break the level of CZK 25.00 to the
euro and leaditto CZK 24.67 looking atthe one-year horizon. Thatis 11 hellers stronger than the Februarysurveyshowed.

The analysts believe that the depreciation of the koruna in recent months was due to a decrease in key interest rates,
which was faster in February than expected by the market. This is against the backdrop of the weaker expected
performance of the Czech economy. The surprisingly large slowdown in inflation also undoubtedly played a role and, to
some extent, possiblyalsothe CNB’s communication thatthe weakening ofthe koruna did notsignificantlyaffect monetary
policy decisions. However, the analysts believe that a weaker koruna may become an inflationary factor, so they expect
the CNB to supportit verbally or by cutting key interest rates more slowly. This is in line with the rhetoric of some CNB
Bank Board members and the 50 basis point cutin key interestrates in March. As indicated above, analysts have long
been expecting the koruna exchange rate to start a gradual appreciation trend, driven by a recovery in the domestic
economy, which might happen already in the second half of this year. However, a less pronounced acceleration of
economic growth still remains a risk. A worsening of geopolitical developments is still a potential factor that could
significantlyincrease the volatility of the koruna exchange rate.

The CNB’s winter forecast expects the koruna exchange rate at CZK 24.4 to the euro in 2025 Q1.

EUR/CZK EUR/CZK AT 1Y
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VI. NOMINAL WAGES

FORECAST FOR NOMINAL WAGE GROWTH FORECAST FOR NOMINAL WAGE GROWTH
(%) (%)
March current year current+1Y Date of Prediction current year current+lY
2024
minimum 4.1 4.0 n.23 7.8 6.0
average 6.2 5.1 N.23 8.2 6.0
mL=SALL e S V123 8.7 6.5
IX.23 8.8 6.8
X1.23 8.1 6.5
XII.23 7.8 6.5
.24 6.2 5.2
.24 6.2 5.1

According to the Labour Office, the number ofregisteredjob seekersincreased to 296,107 in February2024. This is 27,528
more than the number ofjob vacancies. The situation is very similar to January, when seasonal or fixed-term work is being
terminated or interrupted, while unemploymentis not actually falling due to the start of new seasonal work. The share of
unemployed persons was unchanged month on month at 4% at the end of February. This is 0.1 percentage pointhigher
than inthe same period lastyear. In international comparison, itis the third lowestin the EU.

The average gross monthly nominal wage in 2023 Q4 was CZK 46,013, up by CZK 2,734 or 6.3% year on year. As
consumer pricesincreased by 7.6% over the same period, the average wage in real terms decreased by 1.2%. In quarter-
on-quarterterms, seasonallyadjusted wage growth was 1.5%. The average wage for 2023 as a whole was CZK 43,341,
up by CzZK 3,024 (7.5%) on the previous year. In real terms, however, this represents a decrease of 2.9%. According to
some ofthe analysts, the publication ofthese data definitively released concerns of awage -price spiral.

According to comments, developmentsin the period ahead in an environmentof relatively low unemp loymentwill depend
heavily on employees’ ability to demand compensationin terms of wage increases for the previous deep drop in the
purchasing power oftheir earnings. On average, it is estimated thatwage growth will be 6.2% this year, the same asinthe
previous survey. The outlook for next year is 5.1%, 0.1 percentage pointlowerthanin February.

According to the CNB’s winter forecast, nominal wages are expected to grow by 5.8% in both 2024 and 2025.

INDIVIDUAL 1Y PREDICTIONS NOMINAL WAGE GROWTH

OUTLOOK FOR THIS YEAR END OF CURRENT YEAR: AVERAGE AND RANGE OF PREDICTIONS (%)
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