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Regional insights 

The OECD praises the Czech economy, but 

warns about the risks 

Several days after the European Commission downgraded the Czech economy's 

growth estimate for this year to 3%, the Organization for Economic Co-operation 

and Development (OECD) also presented their outlook. It predicts a slowdown in 

the Czech economic growth as well, but a more modest one, i.e. from 4.6% last year 

to 3.8% this year. In addition, the Paris-based organization presented a 

comprehensive analysis of the Czech economy, which contains both words of 

praise and warnings. 

First on a positive note. Overall, the OECD evaluates the economic situation in the 

Czech Republic very favourably. Economic growth is balanced and based on solid 

foundations; the unemployment rate is among the lowest among the group of 

developed economies. The fiscal policy is also positively assessed not only with 

regard to low public debt, but also with the overall improvement of the fiscal 

framework (e.g. the implementation of the National Budgetary Council). Finally, the 

OECD welcomes the monetary tightening by the CNB, to which it recommends not 

to ease up normalizing interest rates and, if inflationary pressures persist, to be 

ready to raise rates even more rapidly. 

According to the OECD, the Czech economy is already showing signs of overheating. 

The main obstacle to higher growth rates is the shortage of labour, which is getting 

more acute every month according to the labour market statistics. However, the 

Paris-based organisation also looks at the risks associated with rising property 

prices and in the long term, with the aging of the Czech population, which could 

jeopardize fiscal stability.  

These remarks are, however, nothing new. The figures for the first quarter suggest 

that the domestic economy is indeed slowing down, which will be even more visible 

in the coming quarters along with the depletion of the last remaining free 

capacities. Still, the expected growth of slightly above 3% this year can be 

considered solid without a need for major concerns. After a dynamic growth, the 

economy is only cyclically slowing down towards long-term sustainable growth 

levels. 
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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).
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