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Czech GDP breakdown shows solid private
spending

The Czech economy expanded by a solid 2.4% annually at the
beginning of the year. The real GDP revision supports our view that
households remain on a spending spree, while firms remain reluctant
to unleash investment and unlock future growth potential. Resilient
spending will likely prevent any further monetary policy easing

Prague, Czech Republic

Households spend while companies wait

Household per capita consumption gained 0.3% quarter-on-quarter in real terms in 1Q25, gaining
2.7% year-on-year. Meanwhile, the household savings rate dropped 1.5pp from the previous
quarter to 18.3% in 1Q25, which was 1.2pp softer than a year earlier. Still, it remains above the
average for previous years. The rate of investment in the household sector stagnated in quarterly
terms at 10.2%, while it softened by 0.6pp from a year earlier.

The profit rate of non-financial corporations remained unchanged as compared to the previous
quarter at 43.4% in 1Q25, yet it dropped 1.2pp below the previous year. The investment rate of
non-financial corporations dropped 1.7pp from the previous quarter to 26.2% in 1Q25 and shed 0.8
pp from a year earlier. Total wage costs for companies gained 7.3% YoY in 1Q25.
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Investment fell sharply during 2024
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Fixed investment remains weak, down 1.7% from a year ago. That said, we saw a whole year of
quarterly declines throughout 2024, which has brought Czech investment roughly to mid-2022
levels. Such an anaemic appetite for investment reflects the structural hurdles and uncertainty
Europe is facing, which are taking a toll on today's investment and future growth potential.
Moreover, the overall sentiment during the first quarter of this year was positively affected by the
following one-off effects: i) the election outcome in Germany, ii) tariff-driven front-loading driving
Europe’s exports, and iii) the focus on ameliorating the EU's competitiveness.

But that is in the past. Now, uncertainty continues to surround the future role of and overall
conditions for industry across the continent. The positive drivers left when looking ahead are the
German defence and infrastructure package, as well as the general willingness of EU Member
States, including Czechiq, to gradually increase their defence spending. The still unimpressive
appetite for investment remains a reason for a potentially more relaxed monetary policy stance.
This is, however, currently held back by concerns about price stability, accumulated domestic price
pressures, and inflation flying too close to or potentially exceeding the upper bound threshold of
the inflation target, which is keeping any further cuts at bay.

Revision is in line with our view

The quarterly GDP growth was revised 0.1pp downward to 0.7% QoQ, yet in annual terms, it was
revised by 0.2pp upward to 2.4% YoY in 1Q25. Household consumption growth was revised up to
0.5% QoQ (from 0.1%), aligning it more with what we observe in the real retail sales statistics. The
decline in government consumption was reduced in the revised figures to -0.2% QoQ (from -1.5%).
In contrast, the fixed investment gain in 1Q25 was reduced to 0.5% QoQ (from 1.1%), resulting in
an annual decline of 1.7% (0.6% unrevised). The dynamics in exports of 2.6% QoQ and imports of
1.9% were subject to only minor revisions.

The revision is in line with our base case view, so our annual average forecast for the Czech
economic performance remains at 2.3% for this year and at 2.5% for the next. This year, growth
will still be driven predominantly by domestic consumption and the buoyant contribution of
changes in inventories. That said, we see a gradual rebound in fixed investment over subsequent
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quarters, with a positive contribution to annual GDP growth towards the year-end.

Domestic spending and inventories take the lead
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Overall, the latest observations confirm the story we all know: consumers are spending vigorously
and driving the rebound, while industry is unable to take off properly, leaving investment activity
rather lukewarm. Households' continued propensity to spend will reinforce the CNB's hawkish
stance, as disinflation in the services sector is not progressing as expected.

Author

David Havrlant

Chief Economist, Czech Republic
420770 321 486
david.havrlant@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10

Article | 27 June 2025 3


mailto:david.havrlant@ing.com

THINK economic and financial analysis

Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.

Article | 27 June 2025


https://www.ing.com

