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Czech growth revised slightly upwards,
while PMI remains gloomy
September’s manufacturing PMI came in weaker than in the previous
month, in line with market expectations. Czech quarterly real GDP
growth was revised slightly upward in the second quarter, suggesting
no pause in the rebound
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Economic rebound remains intact in 2Q
The aggregate real household income in the second quarter of 2024  declined 0.1% from the
previous quarter. Real per capita consumption rose by 0.8% quarter-on-quarter. The savings rate
rose 0.3ppt to 18.7%, remaining elevated, as compared to an average savings rate of around 11%
in the years before the pandemic. The investment rate of non-financial corporations added 0.6ppt
from the previous quarter and reached 26.5% in 2Q24, compared to an average of 26.3% recorded
between 2016 and 2019.

The profit rate in 2Q24 was 46.5%, up 0.2ppt from the previous quarter. Total labour costs of non-
financial corporations rose by 5.9% year-on-year. The investment rate increased 0.6ppt from the
preceding quarter to 26.5%. The estimate of real GDP growth in 2Q24 was revised upwards by
0.1ppt to 0.4% QoQ, yet it remained unchanged in annual terms at 0.6%. This outcome aligns with
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our base-case scenario of a gradual economic recovery of around 1% for the year as a whole.

PMI closes 3Q in contraction zone
Czech manufacturing PMI weakened to 46.0 in September, correcting the previous improvement in
line with market expectations. It has remained in contractionary territory since
mid-2022 though the figures this year are a bit less disappointing than in the previous one. Still,
the tepid demand across European trading partners is the foremost hurdle to any expansion. Due
to the prolonged challenging environment, the reduction of employees has accelerated to its
fastest pace in nearly a year. Output and new orders fell faster than in preceding months, adding
to the softening in overall sentiment. Nonetheless, dum spiro spero. Companies have
expressed hope when it comes to a rebound in demand going forward.

Less gloomy than in 2023, but still under pressure

Source: S&P Global, Macrobond

Rising transportation costs and longer delivery times due to strikes at ports in Germany are
driving overall operating costs higher. Czech manufacturers passed on the increasing costs to end
prices in September, increasing selling prices for the first time since June. However, overall
producer price inflation has remained moderate due to the intense price competition resulting
from the lack of demand.

The dichotomy between solid consumer spending and the underperformance in industry
continues. The question is when the reduction in factory employment will trickle down to a tighter
aggregate budget constraint and start limiting household consumption expenditures. Given the
elevated savings rate, getting the timing right is a challenging task.
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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 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.
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