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Regional insights 
Another disappointing figure from the Czech industry 

Czech industrial production fell by 2.7% year-on-year in November - finishing close 
to our estimate (-2.5%) and slightly below market expectations (-1%). Both - the 
detail structure and new orders statistics - do not offer much optimism. The 
persistent weak industrial performance is one of the risks to our bets on an 
acceleration in economic growth in late 2024/early 2025 (from 0.5% QoQ to 0.6% 
QoQ). 
Unfortunately, most of key industries are declining, including automotive, 
machinery (longer-term cyclical downturn) and most downstream manufacturing 
(plastics processing). While energy-intensive manufacturing, including metals 
processors, continues to decline, we are not seeing a trend up from relatively low 
levels of output. 
And new orders do not look good either - especially foreign orders are visibly 
lagging behind, as confirmed by the weak business sentiment indices abroad (IFO 
and PMI in the euro area). Among industries, only electrical equipment 
manufacturers stand out positively, reporting stable production and rising new 
orders in recent months. 
We continue to believe that in an environment of lower European interest rates, 
foreign investment demand will stabilise over time and that domestic demand in 
the Czech Republic may also be supported by a faster inflow of money from 
European funds. This should eventually be reflected in the stabilisation of the most 
cyclical sectors, led by engineering. However, the risks are clearly skewed to the 
downside. The uncertainty associated with the restart of trade wars may hamper 
the investment cycle in Europe and the deepening export "deflation" from China 
(Chinese export prices are falling by more than 5%) will also have a negative impact. 

Hungary’s industrial production fails to find a bottom 

The preliminary data show that Hungary’s industrial production in November was 
1.6% below October's level. The sector's performance has fallen in seven of the last 
nine months, with the latest data also correcting the growth seen in October, 
meaning that the downward trend of more than two years has not been broken. 
The main reason for the industry's weakness is the weak European economy. This 
is particularly true for the automotive industry, which is important for the 
Hungarian economy. But it is not only the car and battery industry that is suffering: 
in November 2024, output in most of the 13 manufacturing sub-sectors was below 
the level of a year earlier, with only three sub-sectors recording output growth. 
Output in the first 11 months of 2024 was 3.9% lower than in the same period in 
2023. The outlook will be boosted by new large production capacity, like BYD or 
BMW. However, the good October figure means that industry is likely to have a 
better last quarter than the previous one. Therefore, the sector should still help to 
climb out of recession, as it could make a very slight positive contribution to the 
quarterly GDP growth figure. 
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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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