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Our regional insights: 
Is the Czech koruna losing its shine? 
Global market jitters related the collapse of the US banks - SVB and Signature Bank 
- has partly spread to the Central European foreign exchange markets. While the 
forint, as usual, proved to be the most vulnerable regional currency to the financial 
contagion, this time the sell-off affected the Czech koruna too. Hence, the latest 
developments in the Czech forex market just underline our view that the koruna 
safe-haven status will be exhausted in the face of a narrowing interest rate 
differential between CZK and euro or US dollar rates. 

However, the CNB's forex commitment not to let the koruna weaken significantly, 
supported by robust firepower on the FX reserves side (EUR 127.4bn or almost 50% 
of GDP – see the chart below), will continue to play an important stabilising role. 
From the koruna's perspective, it will also be important how the current financial 
stability issues translate into monetary policy of the Fed and the ECB, respectively. 
We do not believe that the two above-mentioned central banks are ready to resign 
from the inflation fight completely, so the ECB will probably hike official interest 
rates by 50 bps tomorrow and the Fed probably by 25 bps next Wednesday. For 
this reason, we do not see much room for the koruna to bounce back to stronger 
levels, and on the contrary, we continue to anticipate a tightening of the interest 
rate differential and the associated intensification of selling pressures in the 
medium term. 
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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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