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Czech inflation slightly below forecast in September ... 

… but could exceed 1 % by the year-end 

While the forint slightly weakened on Friday, the zloty was only little changed and 

the koruna remained close to the central bank’s intervention floor. 

Today, the latter watches inflation figures for September. At 0.5% Y/Y, headline 

inflation came out a touch lower than we had expected. Despite that, we believe 

that inflation may exceed 1% by the end of this year which would mean its return 

to 1 p.p. tolerance band around the central bank’s (CNB) target. We therefore 

think that the CNB could be more or less happy not only with inflation but also 

with overall development of the economy. And although we expect inflation may 

approach the target a bit later than the CNB predicts, it should not have influence 

on previously announced plan of ending interventions around the half of the next 

year. Rather than domestic inflation developments (stemming mainly from low 

unemployment, see below), we perceive the possibility of QE extension in the 

euro zone as the main risk factor that could make the CNB postpone the exit. 

Apart from inflation, Czech unemployment rate figures for September were also 

released today. In line with expectations, it fell to 5.2% which is by nearly one 

percentage point lower than a year ago. Relatively low unemployment rate mean 

that pressure on wages growth should persist in months to come. Although we 

expect seasonal increase in unemployment rate towards the end of the year, we 

believe that it could be below 5 % in the most of the next year. 
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Interest-rate Swap Curves 


