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Czech manufacturing PMI better than
expected but remains sluggish
Manufacturing PMI came in better than markets expected, but the
Czech industry is still under pressure due to lukewarm European
demand. Improved confidence when looking ahead provides some
hope

Czech manufacturers
report continued
weakness in demand
across Europe

Lukewarm demand across Europe boosts price competition
The manufacturing PMI improved in August to 46.7 (from 43.8 in July) and exceeded market
expectations. The index remains below the 50-point contractionary threshold but recorded its
strongest level since September 2022. The deterioration eased across categories – output, new
orders, employment, and purchasing. At the same time, Czech manufacturers reported continued
weakness in demand across Europe as the main challenge. Still, some Czech companies saw
improved demand linked to Asian and African markets.
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Pyrrhic PMI reading signals less contraction

S&P Global, Macrobond

Higher shipping rates and material prices, among other things, pushed up overall costs along the
supply chain. Vendors reported issues related to shipping freight and disruptions at ports.
Meanwhile, the struggle for future sales amid tepid demand implied a further downgrade of selling
prices. The pressure to maintain price competitiveness is elevated as Czech firms continue to
reduce employment and streamline inventories.

Improved confidence suggests better times ahead
Things look a bit rosier when looking ahead, as the one-year outlook improved noticeably in
August. The rate of deterioration softened markedly in new orders and export prospects.
Manufacturing might receive some boost throughout the coming year after a mediocre
performance up to now, with business confidence crawling up to the highest point in three
months. Firms report a further shortage of skilled labour, while the general scarcity in this segment
of the labour market raises incentives to start hiring with sales expectations lifting off.

A healthy contribution of the manufacturing sector is vital to the Czech Republic's economic
recovery. We shall see whether this still-contractionary-but-above-market-expectations PMI
reading is a Pyrrhic victory or an onset of a new trend toward the 50-point expansionary
borderline. The Czech industry has been in limbo for quite some time, while anything better than
subdued economic performance requires a convincing turnaround. This is, however, far from
certain, as the structural issues remain a drag, so we keep our expectations of a sub-potential 1%
GDP outlook for this year.
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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 http://www.ing.com.
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