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SUMMARY
- ]

The CNB conducts supervisory stress tests to verify whether banks have
sufficient capital even in the event of markedly adverse economic
developments. The test results constitute one of the inputs for setting the
Pillar 2 Guidance (P2G) as part of the regular Supervisory Review and
Evaluation Process (SREP).

The 2026 supervisory stress test covered 13 banks accounting for around
92% of the assets of the domestic banking sector. Based on the
methodology of the European Banking Authority (EBA), it assessed the impacts
of credit, market and operational risks and the evolution of banks’ profitability
over a three-year horizon from the reference date of 31 December 2025.

The Czech banking sector entered the stress test following several years
of favourable developments. Since the previous round of supervisory stress
tests in 2023, banks had reported high profitability and stable capitalisation.
This was supported by an environment of higher interest rates and
exceptionally low credit losses.

The results show that the Czech banking sector would remain resilient
even under very adverse economic conditions. The Adverse Scenario does
not represent a forecast of future developments; rather, it is designed to test
banks’ resilience to an extreme deterioration in the economic environment. The
scenario assumes a simultaneous recession in the global and domestic
economies, a sharp rise in unemployment, a decline in asset prices and a
deterioration in the quality of loan portfolios. In this scenario, the Czech
economy would contract cumulatively by 8.6% between 2025 and 2028, while
the unemployment rate would rise to as much as 11.1%.

Despite facing a significant deterioration in macroeconomic conditions
and substantial credit and market losses, the sector as a whole would
maintain adequate capitalisation. At the end of 2025, the sector’s capital ratio
stood at 20.7%. In the Baseline Scenario, it would increase to 21.3%, whereas
in the Adverse Scenario it would decline to 18.4%. Even after this decrease,
the sector’s capitalisation would remain comfortably above the regulatory
requirements.

Banks would retain sufficient operating profitability even in the Adverse
Scenario, enabling them to absorb a substantial share of the losses
incurred. Credit risk would have the largest negative impact on banks’ capital
positions, while dividend policy would also play a significant role. The test
results highlight the importance of maintaining adequate capitalisation and a
prudent dividend policy.

The test results confirm the conclusions of previous supervisory stress
tests based on similarly severe scenarios, in which the decline in the
sector’s capital adequacy was comparable. Although some banks would, on
an individual basis, draw on part of their capital buffers during the test horizon,
the sector as a whole would maintain adequate capitalisation and its ability to
finance the real economy would remain preserved even under conditions of
deep recession.
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1 INTRODUCTION

The CNB has been conducting supervisory stress tests
(SSTs) in partnership with selected domestic banks and
banking groups since 2009. The tests are used to assess
banks’ resilience to hypothetical severely adverse
economic developments as represented by the Adverse
Scenario prepared by the CNB. Banks use a single
methodological framework to model the evolution of
selected risks and provide the CNB with information on the
expected impacts of the scenario on their solvency. The
results are used by the CNB’s Financial Market
Supervision Department in the supervisory process and in
assessing the capitalisation of individual banks.! Since
2018, the SST methodology has been based on the
European Banking Authority’s (EBA) rules for EU-wide
stress testing adapted to the specificities of the Czech
banking system.

The SSTs are conducted every two years. The current
round was exceptionally rescheduled from 2025 to 2026
due to the transition from the CRR Il regulatory framework
to CRR Ill, effective from 2025, and the need to ensure
consistency of the reported data. The CNB included 13
domestic banks in the exercise, representing around 92%
of the assets of the Czech banking sector. Based on data
as of 31 December 2025, the impacts of credit, market and
operational risk were assessed in both the Baseline
Scenario and the Adverse Scenario, while the paths of
interest and non-interest income, costs and capital were
monitored.

In line with the biennial frequency of the supervisory stress
tests, the CNB plans to conduct the next round in 2028.

1 Article 100 of Directive 2013/36/EU of the European Parliament and
of the Council (CRD).
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2 SCENARIOS

The supervisory stress test is based on two scenarios —the
Baseline Scenario and the Adverse Scenario.? Unlike
standard macro stress tests, however, banks themselves
estimate the evolution of credit risk using their internal
models. In doing so, they assume a static balance sheet,
which does not allow for changes in the overall volumes of
loans granted and government bonds purchased over the
course of the test. The Baseline Scenario is based on the
CNB’s official macroeconomic forecast published in
Monetary Policy Report — Winter 2026. In this scenario,
annual GDP growth hovers around 3% (see Chart 1),
inflation stays close to the inflation target throughout the
horizon, the unemployment rate remains stable (see
Chart 2) and wage growth gradually slows to around 5%.
Growth in property prices gradually falls towards 4%, while
all risk parameters remain at historical lows.

The Adverse Scenario was prepared by the Monetary
Department solely for the purposes of supervisory stress
testing and is based on the scenario used by the EBA in its
2025 EU-wide stress test. It assumes a deep and prolonged
economic downturn triggered by an escalation of
geopalitical tensions, rising commodity prices and
persistent disruptions to supply chains. The most severe
stress is concentrated in the first two years of the scenario,
with only a limited recovery in the final year. This narrative
is then reflected in the evolution of all relevant
macroeconomic variables.

The scenario is characterised by a prolonged economic
contraction. Annual GDP growth in the domestic economy
averages around —3% over the test and falls to as low as
-6.4% at its trough. Together with the decline in GDP,
unemployment rises, peaking at 11.1% at the end of the test
horizon. This stress is also reflected in a marked weakening
of the koruna against both the euro and the dollar — by 20%
and 25% respectively at the end of the test (see Chart 3).
GDP growth in the euro area records a smaller decline,
averaging —1.4% and reaching a trough of -3.4%. Inflation
reaches 3% at the end of the scenario, while the 3M PRIBOR
averages around 1.2%. Other financial indicators, such as
five-year and ten-year Czech government bond yields,
average around 2.2% and 2.9% respectively. Property prices
decline steadily, falling by 11.7% year on year in the final year
of the test and by 17% cumulatively over the entire horizon.
The degree of stress applied in the current round of tests is
broadly comparable to that of the stress scenarios used in
previous rounds of SST.

Chart 1 GDP growth
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2 The time series of variables for the third year of the Baseline
Scenario and all years of the Adverse Scenario were created solely
for stress testing purposes. For this reason, neither the Baseline
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Scenario beyond the forecast horizon, nor the Adverse Scenario is the

CNB’s official forecast.


https://www.cnb.cz/en/monetary-policy/monetary-policy-reports/Monetary-Policy-Report-Winter-2026/
https://www.eba.europa.eu/publications-and-media/press-releases/eba-launches-its-2025-eu-wide-stress-test

3 RESULTS OF THE SUPERVISORY STRESS

TESTS

The banking sector entered the stress test with a very
strong capital position. At the end of 2025, the total capital
ratio stood at 20.7%, while the CET1 capital ratio amounted
to 18.6%. In both scenarios, capitalisation was affected
primarily by banks’ profitability, the materialisation of
individual risks and dividend payments.

In the Baseline Scenario, which assumes continued
favourable economic developments, the domestic banking
sector would stay profitable and capitalisation would remain
stable even after dividend payments. The sector’s capital
position would continue to strengthen slightly over the three-
year horizon. By the end of the period under review, the
sector’s capital ratio would increase to 21.3% and the CET1
capital ratio to 19.4% (see Table 1).

In the Adverse Scenario, the deterioration in economic
conditions would lead to a decline in interest income and
significantly higher materialisation of risks. In the first year
of the test, the sector’s profit would fall to just CZK 1 billion
(see Chart 5). In the following years, however, the adverse
impacts, particularly those from market risk, would gradually
diminish and the banking sector would return to generating
annual profits of around CZK 30 billion.

profit to cover risks would contribute positively to the capital
ratio by 8.4 pp (see Chart 7). However, this effect would be
largely offset by greater materialisation of credit risk
(-5.3 pp), market risk (-0.9pp) and operational risk

(-0.3 pp).

At the same time, higher risk weights would increase risk-
weighted exposure amounts (TREA), reducing the capital
ratio by a further 1.4 pp. Under these conditions, the capital
ratio would decline from 20.7% to 20.3%. Owing to
continued profitability and the high initial level of
capitalisation, banks would be able to pay dividends even
at the aggregate sector level. These would subsequently
reduce the capital ratio to 18.4%, still well above the
regulatory requirements. The overall decline in the capital
ratio of 2.3 pp confirms the high resilience of the banking
sector. Compared with previous rounds of supervisory
stress testing (SST 2021 and SST 2023), the impacts of the
assumed stress are broadly similar to those observed in the
past, when the scenarios were characterised by a
comparable degree of stress (see Chart 6). The results
therefore confirm the stable quality of banks’ portfolios and
their ability to withstand even a substantial deterioration in
macroeconomic conditions.
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Chart 4 Capital ratio
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Table 1 Impact of the Baseline and Adverse Scenarios

(in CZK billions and %; at end of year)

Baseline Adverse
Actual value . .
Scenario Scenario
2025 2028 2028
CET1 capital (CZK billions) 582.2 624.1 558.4
Regulatory capital (CZK 649.9 683.2 617.7
billions)
Total risk exposure amount 3,1349 3,215.1 3,360.5
(TREA, CZK billions)
CET1 capital ratio (%) 186 194 16.6
Total capital ratio (%) 207 213 18.3
Leverage ratio (%) 5.8 6.2 55
Source: CNB
Chart 5 After-tax profit
(in CZK billions)
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Chart 6 Comparison of the path of the capital ratio with previous rounds of supervisory ST

(in % of TREA,; at end of year)
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Chart 7 Decomposition of the change in the banking sector’s overall capital ratio in the scenarios
(in pp and %)
Baseline Scenario
40 11.2
rlepp o -25P0  06pp +0.6 pp -0.2 pp -0.9 pp 28.2% 7.0
. . . -7.0 pp
30 20.7% — — 21.3%
20
10
0
40 Adverse Scenario
o +8.4 pp -5.3 pp
s0{ 207% 1.4 0.9 20.3%
e PP -0.9 pp -0.3 pp -2 pp -2.0 pp 18.4%
20 N
10
0 T T T T T T T
—~ ,_ A < o ~ = = U, ~
S 2 2 W % 2 £ .- g E
N S § 3 = 8 E & 5 %,\ g 2
E 24 z < # 2 228 3 3
Z 5= o S = @ x 2K o
g £ 8] = B g <6
- [ X Q [Olx=]
T 5 5] o =
o = ©
Source: CNB

Supervisory stress tests of selected banks 2026



Issued by:

CZECH NATIONAL BANK
Na Piikopé 28

115 03 Praha 1

Czech Republic

Contact:

COMMUNICATIONS DIVISION
GENERAL SECRETARIAT
Tel.: 224 411 111

www.cnb.cz

CNB CESKA

NARODNI
BANKA

Supervisory stress tests of selected banks 2026


http://www.cnb.cz/

