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I. SUMMARY

Ten domestic and three foreign analysts sent in their contributions to the April survey.
The results show that the inflation forecast remained unchanged at both the one-year
and the three-year horizon. The GDP growth forecast for next year is also the same,
whereas the view on domestic economic growth this year has deteriorated slightly.
None of the analysts expects key interest rates to be changed or foreign exchange
interventions to be launched at the next CNB Board meeting. The one-month forecast
for the koruna-euro exchange rate was again affected by recent developments in the
foreign exchange market, while the reaction at the one-year horizon was naturally less
sensitive. Nominal wages are expected to grow more slowly this year compared to
March, but the outlook for next year is unchanged.
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inflation expectations.
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1. INFLATION

1Y 3Y Prediction Horizon 1y 3Y 1y
April CPly/y CNB
2013 % Date of Prediction y/y CPI % %
minimum 1,2 1,4 IvV-12 2,4 2,2
average 1,7 1,9 VIII-12 2,5 2,2 3Q: 2,3
maximum 2,0 2,3 X-12 2,4 2,2
XII-12 2,3 2,1 4Q: 2,3
1-13 1,8 2,0
11-13 1,8 1,9 1Q:1,7
11-13 1,7 1,9
IvV-13 1,7 1,9

According to the latest CZSO data, annual CPI inflation was unchanged in March at
1.7%. The analysts’ average one-year forecast remained at the same level as well. No
change was recorded at the three-year horizon either — the forecast stayed at 1.9% for
the third consecutive month. The range of the one-year forecasts widened by 1 pp
owing to a decline in the minimum estimate, but there was no change at the three-
year horizon.

The analysts believe that moderate disinflation will continue in the Czech Republic.
Administered prices will again be the key item contributing significantly to growth in
the price level. However, these prices are not expected to rise as quickly in 2014 as in
the last two years (owing to the election cycle). Given the still weak outlook for
household consumption, domestic demand-pull inflation will not increase before next
year. According to some analysts, it will not rise until 2014 H2. However, even then it
should be lower than before the crisis. Fuel prices are also not expected to push
consumer prices upwards in the next two years either.

CPI for 1Y: average and range of the predictions
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1. INFLATION

CPI: actual data and predictions of analysts (average) and of CNB for 1Y
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CPI for 1Y: predictions of individual analysts

2,20

200 g g

1,80

%

1,60 (g @ o8B B8

1,40

1,20

1,00
analysts

Czech National Bank / Financial Market Inflation Expectations — April 2013




I11. GROSS DOMESTIC PRODUCT

Prediction Horizon end of year
end of year current current+1Y

April current +1Y Date of Prediction % GDP Growth
2013 GDP % 1vV-12 0,2 1,9
minimum -0,4 0,9 V-12 0,0 1,8
average -0,1 1,7 X-12 -0,8 0,6
maximum 0,4 2,2 XI11-12 -1,0 0,1
1-13 0,0 1,7

11-13 0,0 1,7

11-13 0,0 1,7

1vV-13 -0,1 1,7

The forecast for GDP growth in 2013 deteriorated slightly. According to the analysts,
the Czech economy will contract by 0.1 pp this year. By contrast, the view that the
economy will grow by 1.7% next year has been stable since January. The range of the
forecasts is also the same.

The contraction of the domestic economy is expected to be moderated this year only
by net exports. The other items will record zero or negative growth according to the
analysts. However, next year may see a modest recovery in both household
consumption and investment, which have been depressed by uncertainty related to the
economic crisis. The government is also expected to stop directly slowing the economic
recovery, although indirect negative effects (through higher taxes) will not be
completely avoided. Fiscal restriction may also moderate in the EMU. This would boost
Czech exports.

GDP growth in the current year: average and range of the predictions
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IV. INTEREST RATES

6

1y iM 1y iM 1Yy iM 1Y
April 2W Repo Rate 12M PRIBOR 5Y IRS 10Y IRS
2013 % % %

minimum 0,05 0,05 0,75 0,75 0,80 1,00 1,26 1,20

average 0,05 0,10 0,79 0,93 0,86 1,36 1,36 1,84

maximum 0,05 0,25 0,90 1,30 0,90 1,55 1,50 2,30

Prediction Horizon iM 1Y iM 1y iM 1y iM 1y
2W Repo Rate 12M PRIBOR 5Y IRS 10Y IRS

Date of Prediction % % % %
Iv-12 0,75 0,88 1,78 1,97 1,81 2,46 2,23 2,83
VIII-12 0,45 0,31 1,44 1,47 1,16 1,59 1,73 2,18
X-12 0,24 0,23 1,07 1,15 1,10 1,58 1,67 2,13
XIl-12 0,05 0,09 0,83 0,93 0,89 1,24 1,44 1,79
1-13 0,05 0,12 0,87 1,01 0,88 1,33 1,44 1,90
11-13 0,05 0,10 0,84 0,93 1,00 1,35 1,50 1,93
11-13 0,05 0,10 0,81 0,95 1,00 1,39 1,51 2,01
IvV-13 0,05 0,10 0,79 0,93 0,86 1,36 1,36 1,84

Actual indicator values as of forecast deadline
2WwW i2M 5Y 10Y
Repo Rate PRIBOR IRS IRS
15.4. 0,05% 0,76% 0,82% 1,30%
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Key interest rates are not expected to change at the next monetary policy meeting. All
the analysts also believe that monetary policy will be not be eased in any other way
either.

The 2 bp decline in the average forecasts for the 12M PRIBOR (at both the one-month
and one-year horizon) corresponds exactly to the change in market rates. The
analysts' forecasts for swaps were also strongly affected by market rate movements.
The 5Y and 10Y IRS fell by 26 bp and 16 bp on the market, while the analysts’ one-
month forecasts shifted downwards by 14 bp and 15 bp. The average forecast at the
one-year horizon surprisingly fell by only 3 bp for 5Y IRS, and decreased by 17 bp for
10Y IRS.




IV. INTEREST RATES

12M PRIBOR for 1Y: average and range of the predictions
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IV. INTEREST RATES

2W Repo Rate and 12M Pribor for 1Y: predictions of individual analysts
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V. EXCHANGE RATE

Prediction Horizon iM 1y iM 1y
Exchange Rate EUR/CZK April Exchange Rate
Date of Prediction 2013 CZK/EUR
IvV-12 24,79 23,91 minimum 25,60 24,50
VIII-12 25,20 24,50 average 25,71 25,18
X-12 24,89 24,51 maximum 25,90 25,90
XI-12 25,37 24,93
1-13 25,57 25,02
11-13 25,39 25,11 Actual EUR/CZK as of forecast deadline
1-13 25,49 25,14 || 15.4. | 25,87 |
IvV-13 25,71 25,18

The koruna depreciated by CZK 0.25 against the euro compared to the previous
survey. The average one-month forecast responded by shifting by CZK 0.22 towards
weaker values. However, it remains below the current exchange rate level on the
foreign exchange market and the analysts thus expect the koruna to appreciate slightly
against the euro in the next few weeks. Only a minor change (of CZK 0.04 to
CZK 25.18) was made at the one-year horizon.

In the previous survey, one respondent stated that the CNB might decide to commence
foreign exchange interventions at the following monetary policy meeting, but no
analyst expects this now. The analysts believe that there is not a full consensus in the
CNB Board on the launch of potential interventions and their effects.

EUR/CZK for 1Y: average and range of the predictions
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V. EXCHANGE RATE
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EUR/CZK: actual data and prediction of analysts for 1Y
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EUR/CZK for 1Y: predictions of individual analysts
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VI. WAGES

end of year Prediction Horizon end of year

April current +1Y current current+1Y
2013 Wages % Date of Prediction % Wage Growth
minimum 1,28 2,10 1IvV-12 2,8 3,4
average 2,15 2,92 V-12 2,7 3,6
maximum 2,80 3,50 X-12 2,5 2,8
XI11-12 2,3 2,3
1-13 2,0 2,6
11-13 2,4 3,0
1-13 2,2 2,9
1IV-13 2,1 2,9

In line with the weaker outlook for the domestic economy, the respondents’ opinion on
nominal wage growth this year deteriorated slightly further. The analysts expect wages
to grow by only 2.1% in 2013 on average, 0.1 pp less than in the previous survey.
Wage growth should then rise to 2.9% in 2014, in line with the March estimate.

The analysts who made a distinction between the forecast for wage growth in the
business sector and that in the non-business sector expect wages to grow in the
business sector by 2.4% this year (as in March) and by 2.7% in 2014. In the non-
business sector, wages are expected to rise by only 1% in both 2013 and 2014.

Wage growth - end of the current year: average and range of the predictions
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