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Regional insights 

The story of the Czech koruna’s bull run 

The Czech koruna climbed to its seven-year highs this week, or, in other words, it has 

reached the strongest levels since the CNB abandoned the foreign exchange 

interventions (against its currency). What is the secret of the last wave of optimism and 

does it have a chance of lasting? 

The immediate impulse for profits of the Czech koruna is the good sentiment on the 

global markets, which are savouring the relief around Brexit and the trade wars, as well 

as the first green shoots indicating the stabilization of German industry. This is also one 

reason why the American stocks attack new maximums and most of the riskier 

investments are successful, including the Central European currencies (a clear exception 

is the forint, which faces an extremely low domestic real interest rate). 

But it is not only about the global sentiment. Inflation in the entire Central European 

region surprised in the last two months by its significant acceleration. In all countries, it 

is sticking at more than one percentage point above the target of the central banks and 

the situation will become even worse in the months to come. On the Czech money 

market, this led investors to wipe out any and all bets on a cut of the official interest 

rates in the near future. This sent the two-year interest rates of the Czech koruna to 

the highest levels for more than one year, thanks to which the differential between the 

Czech and Euro rates attacks the historical maximums (2.5 percentage points). And this 

keeps improving the attractiveness of the Czech koruna under the promising global 

conditions - especially when some central bankers from the CNB indicate that a further 

increase of the repo rate might be at stake. 

And last but not least, it should be added that the level of the foreign exchange 

hedging of the Czech exporters declined at the end of 2019, which is a critical and 

fundamental factor of the CZK exchange rate development. The Czech export 

companies can thus be taken slightly by surprise by the last profits of the Czech koruna 

and some are returning to the market faster, supporting the profits with their demand 

for hedging. 

So, what can we expect next? Although the beginning of the year surprised us with 

distinct global optimism and faster profits of the Czech koruna, we remain cautious 

about changing the forecast for this year. The global sentiment is unstable and a number 

of events (phase 2 of the US-China trade deal, the American presidential election, 

negotiations about the EU-UK trade deal) may worsen investors’ sentiment in the 

course of the year. Especially when we take into account the fact that a number of risky 

assets are currently rather expensive and neither the FED nor the ECB would be able to 

help them with another additional monetary expansion this year. Therefore, it is not 

hard to imagine how the capital is flowing out of the entire Central European region. 

The Czech koruna, which has been burdened by the high volume of foreign hot 

speculative capital since the end of the CNB’s interventions, would hardly be spared in 

the massive outflows. 
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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).

CZK * HUF * PLN *

0

0.5

1

1.5

2

2.5

1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y

1/17/2020 1/10/2020

0.5 0.5 1.0 0.5 0.2 0.5 1.0

2.5 2.0 1.5

0.0

2.0

4.0

1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y

0

0.5

1

1.5

2

1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y

1/17/2020 1/10/2020

0.5 3.0 5.0 7.0 9.0 9.0 9.5 10.5 11.0 11.0

0.0

10.0

20.0

1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y

1.5

1.6

1.7

1.8

1.9

2

2.1

1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y

1/17/2020 1/10/2020

-0.8 -0.5 -1.3 -0.7

0.0 0.2 0.0

-0.9
-1.8 -2.3-4.0

-2.0
0.0
2.0

1Y 2Y 3Y 4Y 5Y 6Y 7Y 8Y 9Y 10Y

 
Calendar 

 

 

 

 

 

 

 

 

Time Indicator

 

 

 

 

 

 

 

Consensus Previous

m/m y/y m/m y/y m/m y/y m/m y/y
Country Date Period

Forecast Actual

 

Contacts 

Brussels Research (KBC)         Global Sales Force 

Mathias van der Jeugt                                  +32 2 417 51 94 Brussels                                                                                    
Peter Wuyts                                                   +32 2 417 32 35  Corporate Desk                                              +32 2 417 45 82 
Mathias Janssens                                          +32 2 417 51 95 Institutional Desk                                          +32 2 417 46 25  

 France                                                              +32 2 417 32 65 
Dublin Research London                                                        +44 207 256 4848 
Austin Hughes                                              +353 1 664 6889  Singapore                                                           +65 533 34 10 
Shawn Britton                                              +353 1 664 6892                                                                                                  
Prague Research (CSOB)  Prague                                                          +420 2 6135 3535 
Jan Čermák                                                 +420 2 6135 3578   Prague (Equities)                                         +420 2 2142 4216 

Petr Dufek                                                   +420 2 6135 3560  
Bratislava Research (CSOB)  
Marek Gabris                                              +421 2 5966 8809  Bratislava                                                     +421 2 5966 8820 
Budapest Research 

 

David Nemeth                                                 +36 1 328 9989  Budapest                                                          +36 1 328 99 85 

 

 

 

ALL OUR REPORTS ARE AVAILABLE VIA OUR KBC RESEARCH APP (iPhone, iPad, Android) 
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 o f the data of the 
report and are subject to change without notice. 


