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Our regional insights: 
Czech inflation held steady at 2% in March 
Czech headline inflation remained at 2.0% in March, with prices rising only 
marginally by 0.1% month-on-month. This is in line with our and the market's 
expectations and 0.9 percentage points below the CNB's latest staff forecast. 

However, the stories within the consumer basket remain very different. In 
particular, food prices continue to drive the relatively strong disinflation this year, 
down 5.9% YoY, and virtually all food categories (led by dairy) continued to fall m-
o-m in January. At the same time, some energy (gas) and household equipment 
became cheaper on a month-on-month basis. In addition, travel prices also fell, but 
by less than seasonal for this time of year. Thus, inflation momentum in the 
recreation and culture sector and in services in general remains high (apart from 
recreation and hospitality, it is high, for example, in market rents). 

On the other hand, owners’ equivalent rent of residences (or a so-called imputed 
rent) has stopped accelerating - which should eventually lead to a slight slowdown 
in core inflation (to be published by the CNB in the afternoon). We expect headline 
inflation to remain relatively stable in the coming months, falling back to close to 
1.5% YoY in the summer (thanks to the benchmark base). Towards the end of the 
year, it should again be slightly above the CNB's 2% target. 

Nevertheless, nothing major will change the CNB's cautious approach for the time 
being - in the consumer basket, almost 50% of items still show inflation above 3% 
(the above-mentioned food is a significant positive factor) and business inflation 
expectations remain relatively high (4.1%) despite their recent decline. We 
therefore expect the central bank to cut rates by 50bps in the next few meetings 
and by 25bps from September to 3.50% at the end of the year. 
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P. 2 
 

Interest-rate Swap Curves 

* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday). Source for all market data: Bloomberg
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DISCOVER MORE ECONOMIC INSIGHTS AT WWW.KBCECONOMICS.COM 
This non-exhaustive information is based on short-term forecasts for expected developments on the financial markets. KBC Bank cannot guarantee
that these forecasts will materialize and cannot be held liable in any way for direct or consequential loss arising from any use of this document or its 
content. The document is not intended as personalized investment advice and does not constitute a recommendation to buy, sell or hold investments 
described herein. Although information has been obtained from and is based upon sources KBC believes to be reliable, KBC does not guarantee the 
accuracy of this information, which may be incomplete or condensed. All opinions and estimates constitute a KBC judgment as of the data of the
report and are subject to change without notice. 


