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Forecast and Model Assumptions

The forecast assumes: 

• Brent oil price at 96 USD/barrel in Q2

2026, natural gas close to 50 EUR/MWh.

• Reduced steady state growth of foreign 

GDP (1.6% → 1%) and consequently CZ

exports and imports (4.8% → 3.5%). 

• Small impact on forecast as we have

been accounting for this using

judgements in previous rounds.

• A reduction in expert adjustment of 

market prices to reflect a slightly lower 

outlook for real estate price growth.

• Finalized before the releases of flash

CPI and GDP estimates.
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Forecast Summary

• Inflation will remain slightly above 
2% this year, reaching 3 % at the
start of 2027 and come back to 
target towards the year end.

• The economy will grow by 2.5% this 
year. 

• Wage growth is forecasted to slow
down but remain above historical
averages. 

• The forecast is consistent with an
increase in interest rates this year, 
followed by their decrease next year.

• The exchange rate of koruna will 
remain stable.

6

(forecast revisions in parentheses)



Foreign Environment Outlook

• The forecast assumes a slight increase in euro area market rates and a decline of U.S. rates next year:

• end of April EURIBOR pricing implied around 50 bps of ECB hikes this year, though ECB communications and analyst forecasts since

then point to a more restrained tightening path. The forecast assumes one ECB hike in June.

• Economic growth in Germany is expected to pick up very gradually this year and next year on the back of fiscal 

expansion. 7
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Headline and Core Inflation

• Headline inflation:

• in the coming quarters is expected to stay in the upper half of the tolerance band and hit 3% at the turn of the year; 

• then return towards the target during 2027.

• Core inflation is expected to stay around 3% this year: 

• with the contributing factors of the increased growth in imputed rent and above-average wage growth.
8



GDP Growth

• GDP is expected to grow at 2.5% this year, picking up to 2.7% in 2027.

• Flash GDP for Q1 2026 was 0.2% quarter-on-quarter, below the forecast of 0.5%. Upward revision in next releases not ruled out.

• Domestic economy growth:

• consumption will continue to be the main driver of growth;

• as foreign demand gains momentum, investment growth will accelerate and net exports will improve;

• government spending will also make a positive contribution.
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Exchange Rate EURCZK

• Koruna exchange rate:

• the forecast assumes 

EURCZK 24.3 for Q2 2026;

• Koruna is expected to remain 

stable at around EURCZK 24.4;

• interest rate differential against

EUR rates broadly stable in 

expectation;

• negative terms of trade shock 

weighing against currency 

appreciation.
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3M PRIBOR Near Outlook is Revised Slightly Upwards

• Initial conditions – mostly related to weaker GDP growth in Q1 2026 and higher productivity last year. 

• A positive contribution of foreign environment - external price pressures stemming from significantly higher energy 
costs, as well as the higher outlook for 3-month EURIBOR interbank interest rates.

• Contribution of short-term inflation forecast and administrated prices – higher expected inflation in Q2 2026 
due to a sharp rise in fuel prices and higher administered prices outlook due to the Hormuz shock.

• Contribution of Other –a reduction in the expert judgment reflecting a lower outlook for real estate price growth. 11



Scenarios and Risks
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Two Scenarios of Hormuz: Higher and Lower Energy Prices

• Scenario of higher energy prices
assumes that the shock persists:

• sustained oil price above 100 
USD/barrel;

• natural gas price at 55 EUR/MWh;

• higher energy prices persist into the 
longer term.

• Higher energy prices would lead to:

• higher cost pressures abroad;

• the ECB responds with tightening.

• Also leads to lower economic activity.

• Scenario of lower energy prices 
assumes fast resolution of conflict:

• oil prices start falling to an average of 
85 USD/barrel in Q2 2026;

• lower natural gas prices (40 EUR/MWh 
in Q2 2026).

• Lower energy prices will lead to:

• lower foreign production costs;

• higher GDP growth;

• stability in ECB rates.
13



Two Scenarios of Hormuz: Higher and Lower Energy Prices

• Inflationary pressures in the scenario 
of higher energy prices lead to:

• higher domestic prices;

• weaker Koruna exchange rate;

• the central bank increases interest rates
more rapidly than in the baseline
scenario, while seeing-through part of
the price shock;

• slower domestic GDP growth;

• still higher inflation over the monetary 
policy horizon.

• Lower cost pressures from abroad in 
the scenario of lower energy prices 
lead to:

• lower import prices and milder domestic 
inflationary pressures;

• a stronger Koruna exchange rate;

• broadly stable interest rates;

• faster domestic GDP growth
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Scenario of Hormuz Triggering an Economic Downturn

• This scenario is based on the same 
assumptions regarding energy prices 
as "Higher energy prices“.

• In addition, it assumes:

• more significant negative impacts on 
both the foreign and domestic 
economies;

• a decline in investment activity due to 
increased global uncertainty;

• a decline in consumer sentiment due to 
higher energy prices;

• an increase in the savings rate for 
precautionary reasons.

• The foreign economy:

• will stagnate this year;

• gradually return to growth next year.

• This development is prompting the 
ECB to keep rates at their current level 
this year.
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Scenario of Hormuz Triggering an Economic Downturn

• Slower domestic GDP growth:

• energy cost pressures;

• weaker foreign demand;

• worsened consumer and investment 
sentiment;

• precautionary savings by households.

• The scenario also assumes an 
increase in long-term interest rates 
due to a higher risk premia:

• dampening effect on lending activity;

• lower house prices inflation.

• All of this will result in lower 
inflationary pressures.

• Lower short-term interest rates on 
the outlook. 

• A narrower interest rate spread relative 
to eurozone rates will result in a 
weaker koruna exchange rate. 
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Winter 2026 Forecast - Summary
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Recent Upward Revisions to Flash GDP Estimates

• Recently, CZSO have been revising

GDP estimates repeatedly upwards.

• This cannot be ruled out also for

1q26.

• Monthly activity data and survey

indicators point to quarter-on-quarter 

growth closer to 0.5%.
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Foreign Environment Outlook



Household Consumption and Fiscal Impulse

• Household consumption is expected to 

maintain a growth rate of 3%:

• an increase in real wages;

• supported by fiscal policy measures.
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• Fiscal policy will be broadly neutral this year and next:

• reflects wage growth in the public sector, the continued 

faster absorption of EU funds, and the temporary decrease 

of the excise tax on diesel fuel;

• in the opposite direction points the slowdown in investment 

dynamics, esp. EU-funded in 2027.



Investment and Net Exports

• Gross capital formation will be driven by private 

investment:

• 2026: private investment will continue to grow 

alongside an increase in foreign demand;

• 2026 and 2027: a gradual slowdown in government 

investment, reflecting the end of the NGEU 

absorption.
22

• Net export expected to make a marginally

positive contribution in the coming years:

• 2027: the economic recovery abroad will lead to a 

renewed acceleration in the growth of Czech 

exports.



Domestic and Overall Cost Pressures

• Domestic cost pressures will weaken and return 

to 2%:

• a slowdown in wage growth;

• a gradual renewed growth in labour efficiency.
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• The overall cost pressures will increase this year: 

• 2026: rising energy import prices due to higher 

commodity prices on global markets;

• 2027: energy prices and intermediate goods prices will 

slow down, and overall cost growth will return to 2%.


