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The monetary policy decision

 Atits meeting today, the CNB Bank Board decided to keep interest rates unchanged.

* The two-week repo rate thus remains at 0.25%, the discount rate at 0.05% and the
Lombard rate at 0.50%.

«  Four members voted in favour of this decision, and three members voted for raising
the two-week repo rate to 0.50% and the Lombard rate to 1.00%.

 According to the current forecast, inflation will stay in the upper half of the tolerance
band for the rest of this year and decline towards the 2% target at the start of next
year.

* Following the August increase in interest rates, a further increase in rates over the
next two years is consistent with the current forecast.

« The Bank Board assessed the risks to the current forecast as being slightly inflationary.
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The external environment (i)

Comparison between the current forecast assumptions and the September
outlook based on Consensus Forecasts survey and market expectations
for the effective euro area®

4 _
mcurrent forecast
OCF_9 3.1
3 2.7
23 2.5
: 2.2
2.1
5 1.9 1.9 20 2.0 1920
161.6
1.3 1.2 1.3 1.2
1
0.1
0 - D —
S R
-0.3-0.3 <-0.3
2017 2018 2019 2017 2018 2019 2017 2018 2019 2017 2018 2019
Consumer prices Producer prices GDP 3M EURIBOR
(Annual changes in %) (Annual changes in %) (Annual changes in %) (in %)
CNB — * Effective euro area means that the weights used in the calculations correspond to the share of individual euro area 3

NATIONAL BANK countries in total Czech exports into the euro area



The external environment (ii)

Comparison between the current forecast assumptions and the September
outlook based on Consensus Forecasts survey and market expectations
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The inflation forecast and expected

outcome in 2017 Q3
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Producer prices

(Annual changes in %)
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The GDP forecast and outcome

in 2017 Q2
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(Annual changes in %, s.a.) (Annual changes in %, s.a.)
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Labour market

(in %, seasonally adjusted) (Annual changes in %)
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Comparison of actual domestic data

with the CNB forecast
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Risks to the current forecast

The Bank Board assessed the risks to the current forecast at the
monetary policy horizon as being slightly inflationary.

Risks on the upside:
« faster growth in domestic wages and economic activity
 weaker-than-forecasted koruna exchange rate in the quarters ahead

Risks on the downside:
* |lowered outlook for industrial producer prices in the euro area
* lower food prices
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Thank you for your attention

Minutes of the today’s meeting will be released
on 6 October 2017 at

http://www.cnb.cz/en/monetary_policy/bank _board _minutes/
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