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LAST PREVIOUS CHANGE (%)
EURCZK 23.47 23.47 0.00
EURHUF 376.0 376.0 0.00
EURPLN 4.669 4.669 0.00
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LAST PREVIOUS CHANGE (bps)

CZGB 10Y 4.617 4.617 0.0
HUGB 10Y 8.51 8.51 0.0
PLGB 10Y 6.18 6.18 0.0

Equity indices (index)
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PX 1400.9 1400.9 0.00
BUX 44221 44221 0.00
WIG 59531 59531 0.00
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Regional insights

Czech inflation slows, but only slowly

Czech inflation fell in line with expectations in March, from 16.7% to 15% (our
estimate of 14.8%). Consumer prices rose only slightly month-on-month, by 0.1%.
While the headline figure was close to our estimate, looking at the details we were
surprised in a number of areas. This was particularly the case when looking at food,
which continued to rise instead of falling as expected. Declines in eggs, butter and
cheese were more than offset by more expensive vegetables and, rather
surprisingly, meat (something that the monthly surveys among food prices had not
pointed to). Thus, food prices rose by 0.4% month-on-month and maintained a high
momentum close to 24% year-on-year. Hospitality services, for which food prices
are often an important input, also rose faster than expected (+1.1% month-on-
month, 21.3% year-on-year).

In contrast, as expected, energy prices, (imputed) rents, fuel and seasonal
discounting in recreation and culture pulled inflation down month-on-month.
Inflation is expected to slow further in the coming months and reach single-digit
levels by mid-year. However, food inflation and core inflation (excluding imputed
rents) look set to be relatively sticky. Even after yesterday's numbers, we expect
thatinflation may average between 10-11% for the full year (our estimate is 10.9%),
with a more pronounced decline in annual inflation momentum not occurring until
early 2024, when consumers begin to see a more pronounced decline in gas and
electricity prices (coming from European commodity markets).

For the CNB, yesterday's inflation release should not come as a big surprise, and
this was confirmed by yesterday’s commentary of the Centra National Bank to
the inflation figures. Inflation is fading, but relatively slowly (the core CPl is still at
11.5% YoY), and therefore any debate about a rate cut is off the table for now.
Meanwhile, we continue to expect the central bank to cut interest rates for the first
time in Q4 2023 at the earliest.
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Interest-rate Swap Curves
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* upper plot in each panel shows interest swap curve (%), lower plot shows change in interest rates in basis points (against previous Friday).

Calendar
Gty | m | e Indicator Period Forecast Actual Consensus Previous
m/m yly m/m yly m/m yly m/im yly
PL 04/14  10:00 CPI %  03/2023 *F 1.1 161 1.1 16.2
PL 04/17  14:00 Core CPI %  03/01/2023 12 122 13 120
cz 04/19  9:00 PPI %  03/01/2023 0.4 108 -0.3 16.0
PL 04/21  10:00 Wages %  03/01/2023 6.0 123 26 136
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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 of the data of the
report and are subject to change without notice.

P.2



