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Highlights: Strong Domestic Demand, Inflation Driven by Core
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GDP and domestic demand growth (y/y, in %)
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Domestic demand stays strong. Official growth figures in the first half of 2026 might have disappointed,

but are affected by one-off factors.

For second year in a row, headline inflation has been driven by its core component. Headline inflation
remains low because growth in non-core components is subdued, and some of these components are

expected to accelerate next year.
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Forecast Summary

2026 2027 2028

Headline inflation (%) 2.0 2.5 2.4
on | -

GDP (%) 2.2 2.7 25
00 | -

Average nominal wage (%) 7.3 5.7 5.2
(0.9) (0.3) -

3M PRIBOR (%) 3.7 3.9 3.7
03 | -

Exchange rate (CZK/EUR) 243 24.4 24.3
00 | -

CNB

Inflation will be on average on the
target this year and above 2% next
year.

The economy will grow by 2.2% this
year and 2.7% the next.

Wage growth will slow but remain
above average.

Interest rates are seen to remain
approximately stable.

The koruna will be broadly stable
over the outlook horizon.



Assumption on Energy Commodities CNB

Commodity prices

100 The forecast assumes:

« Brent oil price at 83 USD/barrel in
2026 Q3.

 The forecast assumes it will reach
below 80 USD/barrel at the start of

60 next year and converge towards 70

USD/barrel towards the end of 2028.

80

10 « Natural gas price approximately
at 55 EUR/MWh in 2026 Q3.
* Next year a gradual decline under

40 EUR/MWh and below 30
EUR/MWh in 2028.

20
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= Brent oil price (USD/barrel)
= Natural gas price (EUR/MWh)



Foreign Environment Outlook

Foreign interest rates (%, p.a.)

CNB

45

4.0 \_/_\ GDP (yly, in %)
2025 | 2026 | 2027 | 2028

3.5 German 0.3 0.8 1.2 11

Y1 0.0) | (0.1) (0.0)

3.0 Slovakia 0.8 0.9 2.0 2.6
0.0) | ©02) | ©.0) | (0.0

2.5 \’/ . Poland 3.6 34 2.9 2.1
(0.1) (0.0)

2.0

125 1126 127 1128

New forecast: 3M EURIBOR
Previous forecast: 3M EURIBOR

New forecast: 3M SOFR
Previous forecast: 3M SOFR

» The forecast assumes one 25 bp rate hike in both the euro area and the US.

« German GDP to grow by 0.8% this year, 1.2% in 2027.

* The growth is supported by fiscal expansion focused on defence and infrastructure.

« Slovakia grows at a reduced pace this year and will accelerate next year (contribution of new Volvo factory).
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Headline and Core Inflation CNB

Inflation (y/y, in %)

4.0 Monetary
3.5 policy Inflation in the next months and years (yly, in %)
horizon
W ————TS 7/26 8/26 9/26 | 2026 2027 2028
25 N — —
1T N Headline inflation 1.7 19 22120 25 24
S e ——— = Administered prices -1.4 -1.2 -09]-1.0 25 3.2
15 Core inflation 29 28 29|29 24 22
Food prices -13 -11 -02] 01 28 20
L e R Fuel prices 17.7 215 201|147 -20 45
0.5
0.0
T2 [ | NN VARV~ AR | R | NN \VAR V77 S | R ([ \Y,

Headline CPI inflation

Core inflation

Inflation will stay close to the 2% target in the coming months but will accelerate gradually towards the start of the next year.
* Flash estimate came out in line with our expectations.

* Agradual return to growth in food, beverage and tobacco prices.

» Double-digit growth in fuel prices and persistently elevated core inflation.

Inflation will peak at close to 3% at the start of next year and then slow, at the monetary policy horizon it will be slightly above

the target. Primary impact of ETS 2 to headline inflation (+0,4 pp in 2028) is exempted from monetary policy reaction. ,



GDP Growth CNB

GDP growth (yly, in %) GDP growth (yly, in %, contributions in percentage points)
35 5
3.0 4 2.7 2.2
25 /_—\__f\ 2.7 2.5
3
2.0 Fla;h est. E— I
1.5 2
1.0 1
0.5 0
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-1 O | | | | -2 1 | 1 |
1/25 1126 1127 1/28 2025 2026 2027 2028
New forecast - Difference Bl Government cons. Change in inventories
Il Household cons. BN Net exports

Previous forecast
Gross fixed capital formation

 Growth in domestic economic activity is expected to reach 2.2% this year, with a minor dowside risk
shown by the flash estimate. Next year we expect the economy to grow at 2.7% and 2.5% in 2028.

* Flash GDP for Q2 2026 was 0.4% quarter-on-quarter, which is slightly below the forecast (0,6%).

 GDP is expected to be driven mainly by household consumption and fixed investment.



Household Consumption and Wages CNB

Household cons. and real wage bill (y/y, in %) Fiscal impulse (contributions to GDP growth in pp)
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Household consumption Real wage bill B Private consumption Government investment (domestic)

B Private investment Government investment (EU funded)

Household consumption will increase due to a swift growth in real wages.

« The forecast expects consumption to grow by 3.2% this year, with a similar rate of growth next year. Consumer spending
growth will then fall to 2.3% in 2028.

+ Supported this year by a positive fiscal impulse (a one-off increase in household consumption growth will occur in Q3 as a
result of a methodological change in the CZSO classification of housing allowance, which is reclassified from government to
private consumption).

Fiscal policy has an expansionary effect this year and is expected to have a neutral effect in the following years. g



Revisions of Wage Data: How to Intepret the Puzzle CNB

, Revisions to the Average Wage Level for Each Quarter (in %)
5
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Il Size of the revision as a percentage of the wage level

Note: The percentage change between the final data on the average wage level and the first published figure for
the given quarter. A positive value indicates an upward revision of the wage level. Data for 2025 may still be
subject to further revision. Calculated based on CZSO data.

Change in y-0-y Wage Growth in the June Data Revision

0.2
0.0 '_._._._-_-_-_‘
-0.2
-0.4
06 N ~_
08 |
1124 1/25
Total average wage B Industry Market services
B Agriculture Construction BN Non-market services

Note: Sectoral contributions to the change in y-o-y average wage growth for the given quarter in the June 2026 data
revision, in percentage points. Calculated based on CZSO data.

Wage data have often been
significantly revised in recent years.

The revisions were systematically
downwards since 2022.

Often more than -1 pp compared to
the first release.

1Q 2026 showing growth 8,1% is
likely to be revised.

The latest revision (June release)
was driven by a lower growth of
wages in market services.

Ex-post, the wage growth in market
services is more in line with that in
industry.
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Investment and Net Export CNB

Gross capital formation (y/y, in %, contributions in pp) Real exports and imports (y/y, in %)

125 1126 1127 28 1125 126 1127 1128

B Private investment Change in inventories Exports —— Imports B Net exports (bn CZK, rhs)

B  Public investment

* Private investment will be the main driver of gross capital formation.
« Continued slowdown in y-0-y growth in public investment, which will continue into 2027 (end of NGEU funding).

* Import growth will outpace export growth this year, net export is expected to make a negative contribution to GDP growth.
« Strong import at the start of 2026 is assumed to be a largely one-off event related to company car fleet renewals.

« The export will pick up as external demand improves, import will broadly mirror movements in export activity, and thus the contribution

of net export to GDP growth will be slightly positive. "



Exchange Rate EURCZK CNB

» The baseline scenario expects the
26.0 0.5 koruna to average at EURCZK 24.2
in 2026 Q3.

25.5 0.0 « The exchange rate outlook is broadly
stable, with a minor weakening:
« amodest declinein the external

25.0 0.3 surplus of the economy,

* competitive cost disadvantage
faced by domestic firms due to their
24.5 06 costs rising more strongly than those
of foreign firms.

« Compared to the spring forecast, the
24.0 0.9 FX outlook is stronger for the rest of
1125 126 127 1128 the year as koruna has shown
resilience to external shocks.

New forecast Previous forecast Il Difference (rhs)
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Rates Outlook is Revised Slightly Upwards in 2027 CNB

3M PRIBOR (%, p. a.) 3M PRIBOR, decomposition of changes in pp
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Previous forecast B Foreign env. [ Short term exchange rate forecast

Admin. prices and short-term infl. forecast BN Other

« The initial state implies slightly higher rates (stronger wage growth outweigh the weaker economic activity
recorded in the 1H 2026, contribution of higher import prices in 2026 Q?2).

« Foreign environment reflects stronger foreign price pressures arising from higher energy prices and a still higher
outlook for the 3M EURIBOR and US 3M SOFR.

« Short-term inflation forecast reflects lower expected inflation in 2026 Q3 due to more disinflationary food prices.
A lower outlook for administered prices reflects planned abolition of TV and radio licence fees next year. 13



Summer 2026 Forecast - Summary

2026 2027 2028
Headline inflation (%) 2.0 2.5 2.4
(0.1) -
GDP (%) 2.2 2.7 2.5
(0.0) -
Average nominal wage (%) 7.3 5.7 5.2
(0.9) (0.3) -
3M PRIBOR (%) 3.7 3.9 3.7
(0.3) -
Exchange rate (CZK/EUR) 24.3 24.4 243

(0.0)

CNB
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Inflationary Pressures CN\B

Inflationary pressures (g/q in %; contrib. in pp)

6
4
2 i —
0
-2
1124 125 126 127 1128
B Domestic cost pressures B Cost pressures from abroad Margins

« The currently elevated overall inflation pressures will ease over the forecast horizon:
« The foreign cost pressures will decrease owing to a partial correction in global commodity prices.

« The domestic cost pressures will also drop as growth in market wages gradually slows and labour productivity
continues to improve.

« Growth in margins will temporarily strengthen further in the coming quarters to compensate the previous elevated

cost growth. 16



Wage growth distribution in 2025

Distribution of monthly wages - Total, 2025
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Source: CNB's calculation from ISPV (Information System on Average Earnings) microdata
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