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Countercyclical capital buffer — decision CN\B

l—! The Bank Board assessed the situation in the banking sector and the risks associated with the
— financial cycle. It decided to increase the buffer rate by 25 bp to 1.50%.

BANK BOARD VOTE

All six Bank Board members present voted
in favour of this decision.



Financial cycle CN\B

The Czech economy is shifting further into the growth phase of the financial cycle.

Lending activity is strengthening across the sectors of the real economy, with the year-on-year
growth rate currently fluctuating between 6% and 10%.

The movement of the economy in the financial cycle is expected to slow gradually in the quarters

ahead.
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Lending activity is fostering growth in financial cycle CN\B

@ The volume of loans to corporations and households is rising further in all credit segments.
EI Growth in loans to corporations is being driven by investment loans.

Growth in loans to households continues both in the housing loan segment and in the
consumer credit segment.
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Cyclical risks in banking sector are increasing CN\B

@ Cyclical systemic risks in the banking sector are accumulating further.

E Coverage of loans by provisions is falling steadily and may indicate underestimation of credit
risks in the growth phase of the financial cycle.

The volume of potential credit losses and the volume of capital needed to cover a potential rise
in risk weights on credit exposures is therefore rising.

Coverage of loans by provisions
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CNB assessment

' CCyB

In view of the accumulation of cyclical risks in the growth phase of the financial
cycle, the settings of other macroprudential tools and uncertainty regarding
future developments in the global and domestic economy, the Bank Board
decided to increase the countercyclical capital buffer rate by 25 bp.

The CNB stands ready to increase the buffer rate further if the economy
continues to move into the growth phase of the financial cycle, and
conversely to lower it if risks materialise and credit losses increase.

CNB



Systemic risk buffer — decision

The Bank Board assessed domestic structural systemic risks.

It decided to leave the buffer rate at 0.50%.

BANK BOARD VOTE

All six Bank Board members present voted
in favour of this decision.

CNB



Main structural systemic risks (1) CNB

Increased sensitivity of Czech economy to foreign shocks

Openness of the economy, concentration in foreign trade, concentration of production and employment in a
few sectors, energy intensity.

Additional structural trends intensifying the potential adverse impacts on the Czech Republic
Cyber risks, climate risks and Al-related risks.

Given the current geopolitical situation, the probability of structural risks materialising remains
elevated, despite the Czech economy showing a great ability to adapt.

CNB assessment

The Adverse Scenario of the stress test involved the materialisation of a significant part of structural
ﬁ risks. The results confirmed that keeping the systemic risk buffer rate at 0.50% is appropriate.
SyRB

The CNB stands ready to increase the rate if geopolitical risks escalate, and conversely to
lower it if structural risks materialise as credit losses in the banking sector.



Main structural systemic risks (2) CN\B

Pon Economies with higher trade openness are more exposed to the effects of geopolitical
N::i)

m$ shocks.

Lower diversification of the domestic business model leads to higher sensitivity to potential

specific shocks affecting selected sectors.

Openness indicator for the Czech economy
sum of imports and exports in % of GDP
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Recommendation for investment mortgage loans CN\B

@ LH A CNB recommendation for mortgage lenders has been in place since 1 April 2026: an LTV limit
E of 70% and a DTI limit of 7.

@ Dlli Applicants intending to buy investment property frontloaded their loans in February and above all
E March 2026.

The volume of loans with riskier credit ratios rose temporarily.

Pure newly negotiated mortgage loans other than for primary Pure newly negotiated mortgage loans other than for primary
owner-occupied housing by DTI owner-occupied housing by LTV
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Mortgage loans —total (1)

&

m
fat

The volume of pure new mortgage loans in January—
March 2026 exceeded the record year 2021 in
nominal terms. Besides property price growth,
frontloading of investment mortgages also played a
role.

The number of loans was above the long-term
average but stayed below the 2021 level.

Banks were compliant with the statutory LTV limit
applicable since April 2022.

They used the statutory exemption allowing them to
exceed the applicable LTV limit for only 1.5% out of
the possible 5% of the volume of new mortgages.

CNB
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Mortgage loans — total (2) CN\B

Pure newly negotiated mortgage loans with DSTIs of over 40%

@ st The share of mortgage loans with a DSTI ratio of over

M share of loans in newly negotiated volume in given quarter in %
[ 40% s still rising and is at record highs. Further 70
continuation of this trend may create potential for the :g
build-up of systemic risk. 40
o Banks and households remain cautious when ig
% negotiating mortgage loans. Borrowers with higher 12

DSTIs have sufficient income and financial reserves to
repay loans even in worse economic conditions.

CNB assessment

}b No broad-based systemic risks were identified, so there is no need to activate statutory DTI and
PSTL  DSTI limits.

14



Aggregate characteristics of new mortgage loans CN\B

Average values of the characteristics of pure newly negotiated mortgage loans and loan applicants

simple average for given period

2026
2021 2022 2023 2024 2025
1. Ctvrtleti

Loan size (CZK millions) s3] 32 k1 ke | 21 | e |
Interest rate (%) 2.3 4.7 5.8 5.1 4.6 4.5
Instalment (CZK thousands) 15.3 17.4 19.2 21.0 22.7 24.9
Term (years) 26.3 26.5 26.2 26.6 26.7 26.9
Fixed-rate period (years) 6.1 6.0 4.2 3.0 2.9 3.0
Collateral value (CZK millions) 5.5 6.2 5.8 6.4 7.2 7.8
Number of properties securing loan 1.1 11 11 1.1 1.1 1.1
LTV (%) 64.6 61.7 63.2 65.8 65.9 66.2
DTI (annual incomes) 5.9 5.3 4.7 5.1 5.4 5.7
DSTI (%) 34.2 36.7 36.8 37.9 38.5 39.5
Sum of net monthly income of all applicants (CZK thousands) . 644 [ 746 [ 842 | [ 879 | | 946 || 1028 |
Net monthly income adjusted for instalments (CZK thousands) 42.9 47.9 53.9 55.1 58.9 62.4
Number of loan applicants per mortgage loan 1.50 1.51 1.59 1.58 1.57 1.57
Share of borrowers under 36 years (%) 51.1 48.7 48.9 50.0 50.2 48.2

The data in the table are separate averages of the individual indicators. The overall profile of an average loan cannot be obtained by
combining multiple data from this table. 15
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Property market (1) CN\B

L\ Residential property prices rose by more than 10% year on year in the second half of 2025.
]','/ﬁ'% However, their growth slowed slightly at the close of the year for the first time in a long time.

The persisting elevated price growth was still driven by robust growth in household income. The
effect of the decline in mortgage interest rates on year-on-year growth is weakening gradually.

We expect the growth rate of prices to moderate in the years ahead.

Transaction prices of residential property in the Czech Republic Growth in apartment prices and its contributing factors
year-on-year growth in %; contributions in pp
index: 2015 = 100; right-hand scale: %; source: CZSO, CNB 40 -
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Property market (2)

t n Uncertainty regarding the future course of residential
]'r- property prices persists, as does the risk of a price
“%  correction.

The LTV ratio is preventing excessive growth in highly
risky mortgage loans against the background of a growing
mortgage market.

CNB assessment

The Bank Board decided to keep the statutory LTV limit

unchanged (80/90%).

LTV

CNB

Probability of average apartment prices falling by more than
10% over the next two years
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Property market (3) CN\B

The affordability of housing remains low, but large differences can be seen across regions.

% Prague and Brno are still the regions with the highest housing prices. Median households there
potentially take on the highest risks when buying debt-financed property.

Market and safely attainable prices of debt-financed apartments

CZK millions; data for 2025 Q4; source: CZSO, CNB
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Property market (4) CN\B

@
{2y

Median-income households may be at increased risk of default when buying residential property.

Market prices of apartments were about 60% higher on average in 2025 Q4 than prices safely
attainable for median-income households (yellow line in the chart).

For investors from the household sector, apartments were overvalued by around 33% (green line).

The risks associated with high apartment prices are mitigated by the fact that buyers are
mostly high-income households with a low risk of default.

Selected apartment affordability and overvaluation indicators
PTI in years; yields in %; right-hand scale: %; source: CZSO, CNB,

IRI, Flatzone
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Aggregate risk assessment — economic environment (1) CNB

Global economy

There is heightened geopolitical uncertainty associated
with the conflict in Iran. It has led to higher financial market
volatility and renewed inflation pressures.

Financial markets have revised their expectations of a
further drop in monetary policy rates.

European economies

Growth forecasts have been revised downwards for
European economies amid higher uncertainty, weaker
iInvestment activity and disrupted supply chains.

Economic growth forecasts for selected regions
annual real GDP growth in %
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World EMEs Cz
2026 — winter forecast W 2026 — spring forecast
2027 — winter forecast B 2027 - spring forecast

The forecasts for economies outside the Czech Republic are
based on the IMF’s January and April forecasts.
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Aggregate risk assessment — economic environment (2) CNB

Czech economy

The real economy is the main transmission
channel for risks from abroad.

Weaker external demand may increase the
risk of default by non-financial corporations,
especially in export-oriented sectors.

Growing interconnectedness of the banking
and government sectors may be a source of
additional vulnerability of the financial system
if the fiscal position deteriorates markedly.

12M default rate on loans in the private non-financial sector
%; the values in the grey area are based on a projection consistent
with the CNB'’s spring forecast (MPR — Spring 2026); source: BRCI,
CNB
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Aggregate risk assessment — financial sector (1) CN\B

Rates of growth of sub-sectors of the financial system

The profitablility of the Czech
financial sector remains solid =

15 4
10 A
0 The situation in the financial sector showed favourable B.. l —
STl ) ) anking Invfestcrjnent Pfensalon NFCELs Insur.:;mce
trends in 2025. The sector is stable and sound. sector unas unds sector
. _ S o = o2
MOSt Of |tS SegmentS rECOI’dEd gI‘OWth N tOta| aSSGIS Average year-on-year change 2021 Q4-2025 Q4

m Year-on-year change 2025 Q4

q . . age . . . .
&5 The.lr. profitability and stror.lg capital .and |.I(I]UIdIty
pOSItIOﬂS form the foundatlon Of thelr reSIlIence tO NFCELs = non-bank financial corporations engaged in lending; the sizes of

adverse ShOCkS the circles proportionately show the value of the sub-sectors’ assets in CZK
billions as of 2025 Q4; the banking sector also includes credit unions.
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Aggregate risk assessment — financial sector (2) CN\B

Main components of domestic non-bank institutional investors’

The Czech non-bank financial
. g 2,200 -
sector remains stable and resilient o i
1900 | :
1,200 H~
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800 -
2o The growth of the investment fund sector continues to 500 |
252  gccelerate despite price volatility on asset markets in 0 ]
D" ihe first half of 2025.
Insurers Investment funds
m Government bonds m Corporate bonds
Equity Investment fund shares
= Real estate ® Bank deposits
2 Pension funds are recording continued outflows from
S

@ transformed funds with conservative asset allocation.
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Banking sector (1) CNB

QE; © 7 The sector remained profitable and credit losses
are low

Return on assets and profit Asset impairment losses

%; right-hand scale: CZK billions bp; impairment losses are annualised; client loans comprise loans to the
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Banking sector (2) CNB

2 A~  Asset quality is boosting its financial stability

Structure of loans to households by credit quality Structure of loans to non-financial corporations by credit quality
% %
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Banking sector stress test — scenario CN\B

The scenario assumes a significant economic downturn

Scenarios: real GDP

The three-year Adverse Scenario assumes a CZK billions
-, hypothetical economic downturn due to an escalation 18007
of geopolitical tensions and shocks to energy prices 1,700

and global supply chains.

1,600 -

1,500 -

Over the horizon of the scenario, the economy would 1.400
.. . . 12/21 12/22  12/23 12/24 12/25 12/26 12/27 12/28

face a strong crisis with no recovery phase, leading — Obeerved valles

to large credit losses. ——Adverse Scenario

Baseline Scenario
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Banking sector stress test —results (1) CN\B

Decomposition of the change in the banking sector’s overall capital ratio in the scenarios

pp; CAR = overall capital ratio; items increasing the capital ratio are shown in green and items reducing it are shown in red
Baseline Scenario
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Change in CAR before Dividends CAR (end)
exposures dividend
payment

CAR (start) Prof|t to cover \Credit losses Market risk Interbank Taxes
losses losses contagion
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Banking sector stress test —results (2) CN\B

Banks' resilience is boosted by capital buffers

\ : : . Compliance with capital requirements by the banking sector
C'& In the Adverse Scenarlo,_ an mcIreafs_e In % of TREA
R\ defaults and a decrease in profitability would 26 -
temporarily push the sector into loss. e —
§~\
The sector as a whole would still comply with e s

the regulatory capital requirements, and S it D0 SR,

roughly half of banks would use their capital
buffers.

14 A

The sector’s resilience is based not only on 12/25 o 12/26 12;27R B 12/28
. . Yy y

capital buffers, but also on robust income from CCoB m—osiB

large loan portfolios and government bond = = =-CAR - Adverse Scenario

holdings.
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Bank stress test results — sensitivity scenarios CN\B

\\ The sensitivity scenarios on top of the Adverse Scenario focused on additional risks:
\\@ « transfer of household deposits from banks to non-bank financial institutions
o additional decrease in the capital ratio of 0.2 pp
 further increase in energy prices

o additional decrease in the capital ratio of 0.2 pp

Individual materialisation of these sensitivity scenarios would lead to broader use of capital
buffers by the banking sector.

32
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