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Forecast Summary

2025 2026 2027

Headline inflation (%) 2.5 2.2 2.5
(0.0)

GDP (%) 2.3 2.4 2.8
Average nominal wage (%) 7.0 5.7 4.9
(0.5) (0.2) (0.0)

3M PRIBOR (%) 3.5 3.5 3.8
(0.1) (0.2) (0.2)

Exchange rate (CZK/EUR) 24.7 24.6 24.6

Note: In brackets, changes compared to the previous forecast in pp. Green indicates a
shift in the forecast toward higher values, or a weaker koruna exchange rate compared

to the previous forecast. A red label indicates a shift in the opposite direction.
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A Inflation:

A 2026: expected to slow and move close
to the target;

A 2027: acceleration due to the assumption
of ETS 2 impact.

A GDP growth:

A solid growth throughout the forecast
period;

A 2025 and 2026: driven by domestic
demand sustained by high wage growth;

A 2027: supported also by foreign demand.
A Interest rates:

A 2025 and 2026: broad stability:

A 2027: slight increase, reflecting
accelerating economic activity.

A Koruna:

A broadly stable due to only slowly
recovering productivity. 3
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Forecast and Model Assumptions ML

Forecast assumptions and impact of recent news:

A Assumption on the impact of EU Emissions Trading System 2 (ETS 2) was kept as in summer forecast.
A Assumed impact 0.4 bp primary and 0.2 bp secondary, equivalent to 28 EUR/t.CO...

A However, on November 5, the EU Council agreed on postponement of ETS 2 to 2028. This is not in the
forecast and would move the inflation for 2027 downwards.

A Potential fiscal policy changes by the elected new government are not included in the forecast.

A Both flash estimates came above our nowcasts
A GDP 30Q (0.7 % goq against our nowcast 0.2 %)
A October CPI (2.5 yoy against our nowcast 2.2 %)

Other important expert judgments:

A The expected growth of property prices and its impact on core price pressures was increased in
comparison to the summer forecast.

A Forecasts includes additional demand pressures in the sector of services related to rapid and broad
based wage growth.
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Foreign Outlook T Overview

GDP (yly, in %) HICP (yly, iIn %)
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Note: changes in pp. from previous forecast in parentheses. Shifts towards higher GDP growth (left table) are marked green,

towards lower growth are merked red. Shifts to higher HICP inflation (right table) are light red, to lower inflation in blue.
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Foreign Outlook

GDP in Germany (yly, in %)

PPI - main trade partners (y/y, in %)
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A The German economy outlook:

A Stagnates this year due to structural
challenges (and US tariffs);

A The 2026 fiscal spending will help
lifting growth to around 1.5%.

A Foreign producer prices:

A Shallower decline this year driven by
lower energy prices;

A Expected to rebound from next year as
economic activity recovers.

A Stronger euro: shifting preference for
euro assets relative to dollar but the
sentiment for further weakening of
dollar fades.

A ECB rates pricing moves towards flat
trajectory, cuts priced out reflecting
inflationary pressures. The Fed rates
will continue to decline.



Headline and Monetary Policy-Relevant Inflation ML

Inflation (y/y, in %) CPl inflation (y/y, in %)
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A Inflation outlook:

A Rest of 2025 and 2026: close to the 2% target, as elevated core inflation is offset by continuing decrease in fuel
and energy prices;

A 2027: slightly above target (assumption of ETS 2, where monetary policy reacts only to secondary impacts);

A Monetary policy-relevant inflation slightly below headline inflation (increases in excise duty on tobacco and
alcohol). 7



Core Inflation, Administered, Food and Fuel Prices NB sy

CPl inflation (y/y, in %, contributions in pp) Core inflation (y/y, in %, contributions in pp)
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A CPI components:
A Core inflation: elevated in 2025 and 2026 due mainly to imputed rent (will fade only slowly) and elevated wage growth.
A Food price inflation: will remain around 2% as cost pressures in world food industry are easing.

A Administered and fuel price inflation: low in 2025 and 2026, increased in 2027 (assumption of ETS 2).



Drivers of Inflation Pressures: Costs vs Margins ShEGEN

Deviation of market prices from 2% (y/y, in pp)
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/25 1126

B Surcharge to costs

127

Impact of ETS 2

A Market price inflation will fall close to
2%0:
A Growth in costs will remain elevated

A Fading of present wage
pressures, gradually recovering
labor efficiency;

A Increasing dynamics of foreign
price pressures (both core and

energy).

A Marginally tight monetary conditions
lead to the moderation of still elevated
profit margins, limiting price growth;

A In 2027, the assumption of ETS 2
drives inflation above 2% target.



GDP Growth NB sy

GDP growth (yly, in %) GDP growth (y/y, in %, contributions in percentage points)
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A GDP outlook:

A 2025: 2.3%, based on an assumption of weak 3g 2025 (0.2 % goq), which came in stronger according to the flash
estimate (0.7 % goq).;

A 2026: 2.4%, growth driven by private consumption and fixed investment (first public sector investment, increasingly
also private sector);

Eiifcay' A 2027: 2.8% solid growth with net exports shifting to positive contributions, impact of recovering foreign demand. 10



Investment and Net Exports ShEGEN

Gross capital formation (y/y, in %, contributions in pp) Real exports and imports (y/y, in %)
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B Private investment Change in inventories Exports —— |mports Bl Net exports (bn CZK, rhs)
B Public investment
A Investment outlook: A Net exports outlook:
A 2025: driven by formation of inventories and A 2025 and 2026: negative net exports due to
public investment; strong domestic demand outpacing weak foreign
A 2026 and 2027: recovery of private investment. demand;

A 2027: foreign demand recovery will drive net

exports back toward positive territory.
11



Exchange Rate CZK/EUR SNETE

CZK/EUR A Koruna outlook:
6.0 00 A Q4 2025: expected to reach an
average of 24.4 CZK/EUR,;
A 2026 and 2027: broad stability around
25 5 02 24.5 CZK/EUR due to only slowly
| | recovering productivity.
A Changes to previous forecast:
25.0 . 04 A Stronger observed Q3 2025 values:;
~ A Backed by robust growth, continued
CA surpluses, tight monetary policy
24 5 0.6 expectations and weak dollar.
24.0 -0.8

/24 /25 /26 127

—— New forecast Previous forecast Bl Difference (rhs)
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Expert
adjustm.,

Long
rates

3M PRIBOR Outlook is Revised Marginally Upwards ML

3M PRIBOR (%, p. a.) 3M PRIBOR, decomposition of changes in pp
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A Main contributions to higher interest rates:
A Initial conditions and Exchange rate: initially lower rates due to stronger koruna exchange rate.
A Expert adjustments: elevated house price growth and demand pressures in services.
A Government consumption: higher outlook for government consumption and compensation for employees.
A Foreign environment: contributes to increase in rates due mainly to higher ECB rates.

13
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Scenario of Slower Growth Recovery in Germany B,

Foreign GDP growth (yly, in %) Foreign HICP inflation (y/y, in %) A Scenario assumes:
2 0.6 3.0 1.2 A Persistence of the cyclical downturn

next year;
1 / 03 25 - A The impact is dominated by weak

0 0.0 2.0 ,\/ 0.4 demand rather than supply side factors;
A economic recovery starts only in 2027.
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ETS 2 Scenario of later recovery of economic growth in Germany T
details
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Scenario of Slower Growth Recovery in Germany B,

3M PRIBOR (in %, p. a.)

CPl inflation (y/y, in %)
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Scenario of later recovery of economic growth in Germany

A Weaker foreign demand will affect the

domestic GDP growth negatively (down
to 2% in 2026).

A Lower net exports;
A Weaker fixed investment growth.
A Smaller trade surplus leads to a weaker

koruna exchange rate in comparison
with the baseline scenario.

A Interest rates remain bellow the
baseline trajectory (around 3.5% on the
whole horizon):

A Less strict monetary policy of ECB;
A Weaker demand pressures.

A Due to the relative easing of monetary
conditions, inflation will be only slightly
lower than forecasted.
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Scenario of Higher Wage Growth

Nominal wage growth

in market sector (y/y, in %) GDP growth (y/y, in %)
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Scenario of higher wage growth
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A Scenario assumes:

A Persistence of significantly higher
wage growth due to persisting labour
market tightness on the backdrop of
strong economic growth;

A Elevated household demand for
services.

A The central bank responds to the
Inflationary pressures by gradual
tightening of monetary policy.

A This will ensure that inflation is only
marginally higher above the baseline
forecast.

17



Risks, uncertainties and the monetary policy decision SNETE

Risks to the forecast:

A In the direction of higher inflation:
A Increased wage and service price growth

A Persistent deficit financing of government expenditures contributing to money supply growth
A Stronger flash estimates of both GDP and CP!

A Direction of lower inflation:
A The ETS 2 system has been postponed, which was not anticipated in the forecast.

A Slower growth recovery in Germany

A Uncertainties
A Fiscal policy of new government

A House price growth
A Trade war effects
A Russian aggression in Ukraine

A The board decided to keep policy interest rates unchanged.
A The two-week repo rate remains at 3.5%. All seven members voted in favour of this decision.

Tariffs

ETS 2
details 18



In a Good Place MNB o,

GDP growth (yly, in %) CPI inflation (y/y, in %)
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Note: forecasts for 2025. Source: World Economic Outlook (WECO), Fiscal Monitor, IMF
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Thank you for your attention

Jakub Mat D] T

Deputy Executive Director, Monetary Department

Jakub.Mateju@cnb.cz



Cost Pressures MNB o,

Nominal marginal costs in intermediate goods sector Nominal marginal costs in consumer sector
(a/q, in %, ann., contributions in pp) (9/q, iIn %, ann., contributions in pp)
6
B
. .
2
0
-2
1124 1125 1126 1127 1124 1125 1126 1127
B Wages in market sectors B | abor efficiency B Price convergence B Core import prices
BN  Price of capital Intermediate goods prices B Energy impport prices
A Domestic cost pressures will weaken and A The overall cost pressures will be only slightly elevated;
return to 2%: A a gradual decrease in the inflationary effect of the
A a slowdown in wage growth; domestic intermediate goods prices;
A a gradual renewed growth in labour A increasing contribution of core import prices.

efficiency.



Households and Government Consumption ShEGEN

Nominal government consumption

Household cons. and real wage bill (y/y, in %) (yly, in %, contributions in pp)
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Household consumption Real wage bill Bl Recal government consumption B Deflator
A Household consumption outlook: A Government consumption outlook:
A 2025 and 2026: approx. 3% growth due to swift A 2025: continuing consolidation and slowdown;
growth in real wages; A 2026: increase due to defence expenditures and
A 2027: deceleration reflecting a slowdown in real rise in public sector pay;
wage growth. A 2027: growth will slow along with slower growth of
salaries.
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Monthly CPI Forecast SNETE

CPI inflation (y/y, in %)
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Core Inflation and Subcomponents

Price developments in core inflation and its subcomponents

(y/y, in %)
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Inflation 1n the Food Vertical

Price growth in the food vertical (y/y, in %)
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Domestic Growth Across Sectors MNB o,

26



