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Key events in EMEA next week
Expect the Czech National Bank to keep rates on hold, while activity
data in Hungary points to an ongoing technical recession

Source: Shutterstock

Czech Republic: CNB to keep rates unchanged
The Czech National Bank will likely keep its interest rate unchanged at 7%. The future development
of wages and the government's strategy for fiscal consolidation will play a crucial role in any
decision to ease monetary policy. We expect the CNB's statement to remain hawkish, stressing the
risks associated with the tight labour market, wage growth increases and deteriorating public
finances. On the one hand, CNB can feel more comfortable with the gradual decline of both
headline and core inflation. Core inflation has declined gradually from 14.7% in September to
11.5% in March. However we've still seen hefty growth of industry wages at the beginning of the
year, exceeding 10% YoY. The lingering tightness of the labour market was also confirmed by
a decline in the unemployment rate of 0.2bp to 3.7% in March.

The other issue is the adverse development of the country's fiscal stance. In March the state
budget reached a deficit of CZK166.2bn, which was historically the worst March result, jeopardizing
the government's plan for this year of a deficit of CZK295bn. Therefore, we expect the CNB to stay
vigilant and follow those trends before the looking at rate cuts.
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Hungary: Painful retail sales points to continued technical
recession

The highlight day in Hungary is Friday, when the Statistical Office will release the March industrial
production and retail sales data. We expect industry to remain divided. On one hand, with easing
supply chain concerns, we expect a further improvement in the production numbers in car and
electronic products, and also in electrical equipment (EV batteries). On the other hand, with
domestic demand shrinking at a significant pace, the domestically-focussed industrial sectors will
continue to suffer. In total, we're expecting 1.3% MoM growth, but on a yearly basis, this will still
mark a 3% drop in industrial production volumes.

The really painful story however comes from retail sales. Given the high base in fuel retailing, we're
expecting total retail sales volumes to drop by almost 15% on a yearly basis. But even if we
exclude fuel sales, we still think we could get a double-digit dip in retailing turnover due to the
evaporating purchasing power of households. With that in mind, we can be sure that the technical
recession has continued in Hungary during the first quarter of 2023.

Turkey: Inflation to slip further to 46%
Annual inflation continued its downtrend to 50.5% in March, and will likely do the same in April,
slipping to 46% (or 4.0% on a monthly basis). This is attributable to large base effects. While the
outlook is quite uncertain for the rest of 2023, a Lira adjustment post-election and potential
adjustments in wages and administered prices will likely weigh on inflation momentum.

Key events next week



THINK economic and financial analysis

Article | 28 April 2023 3

Source: Refinitiv, ING

Author

Muhammet Mercan
Chief Economist, Turkey
muhammet.mercan@ingbank.com.tr

Peter Virovacz
Senior Economist, Hungary
peter.virovacz@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.

mailto:muhammet.mercan@ingbank.com.tr
mailto:peter.virovacz@ing.com


THINK economic and financial analysis

Article | 28 April 2023 4

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 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.

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

https://www.ing.com

