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Czech economic growth to be hit by US tariffs We forecast GDP to grow by 1.5% this year, before slowing to 1.2% next
year. We expect US tariffs to reduce Czech GDP by 1.0-1.5% in total and the economy to suffer a mild recession in 2H25. The
negative impact should be reflected in lower fixed investment and net exports, as well as a decline in industrial production.
Household consumption is likely to continue growing, but at a much slower pace.

Inflation set to return to target as economy slows We forecast inflation to average 2.2% in 2025, and then fall to 1.8%
in 2026. We expect the decline to stem from lower commodity prices, including energy prices, and a continued downturn in
industry. However, food prices are likely to be an offsetting factor. We see core inflation averaging 2.4% this year and slowing to
1.9% next year. We expect the high services inflation to decelerate on the back of tight monetary policy and a subdued
economy.

Gradual CNB rate cuts to continue We expect the CNB to cut the repo rate by 25bp per quarter, bringing it to a terminal
level of 3% by year-end. As the economy slows, we expect to see downward pressure on rates, including market rates.
Government bond yields could fall by slightly more than market rates this year, also supported by the Czech Republic's
relatively good fiscal position.

CZK strengthening unlikely near term Given risk aversion and likely recession in the Czech economy, we do not expect
the koruna to strengthen significantly. Continued tight policy from the CNB could, however, provide support. Overall, we expect
EURCZK to remain above 25 on average until the end of the year.
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