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Czech inflation back in single digits
Inflation fell into single-digit territory for the first time since early 2022
and is the lowest in the CEE region. However, this will not be enough
for the Czech National Bank to change its tone. Disinflation will slow
next month. We do not expect the first cut until November

Czech inflation has
fallen into single digits

9.7% YoY inflation

As expected

Lowest inflation in the CEE region
June consumer prices rose 0.34% month-on-month, which translated into a drop from 11.1% to
9.7% year-on-year. Inflation in the Czech Republic is the lowest since December 2021 and the
country is now the first in the CEE region to have returned to single-digit territory. Prices were
pushed up in June mainly by seasonal factors in recreation prices. Otherwise, we saw a steady rise
across the consumer basket.

Core inflation fell from 8.6% to 7.8% YoY with downside risk, according to our calculations. The CNB
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will release official numbers later today, as always. June inflation is four-tenths below the central
bank's forecast, but this means a one-tenth reduction in the previous forecast deviation. Core
inflation in the second quarter, by our calculations, surprised the central bank to the downside by
two-tenths on average.

Contributions to year-on-year inflation (bp)

Source: Macrobond, ING

The CNB wants to see more before cutting rates
Looking ahead, our fresh nowcast indicator points to July inflation falling to 8.6% YoY. The pace of
disinflation should thus start to slow in line with our earlier expectations. Therefore, we think
today's result will not be a game-changer and the current drop in inflation will not be enough for
the CNB. Today's inflation number is the last before the central bank's August meeting, including a
new forecast. We expect the CNB to wait to cut rates until the November meeting with the risk of
postponement until the first quarter of next year.
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Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
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.
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