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Czech recovery bolstered by consumer
spending
Czech consumers entered the third quarter in a confident mood,
with real retail sales adding 4.5% in July from a year earlier. This
reading beats market expectations and shows households are still
keen to spend and drive the economic rebound

Good start to the second half
Czech real retail sales, excluding motor vehicles, increased by 4.5% in July from a year earlier,
coming in above expectations. Sales of non-food goods added 5.9% year-on-year, and food sales
picked up by 4.0% in annual terms. Overall, we see a continued upward trend in household
spending, following a hiccup in May. The strongest channels for the gains were seen online and in
non-specialised stores with food dominating. In seasonally adjusted terms, retail sales added a
solid 0.7% in July on a monthly basis, with a 1.3% month-on-month increase in food and a 0.4%
gain in non-food goods from the previous month.
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Robust retail sales indicate the recovery goes on

CZSO, Macrobond

Consumer demand is strong while manufacturing lags
Consumers entered the third quarter on a solid footing, benefiting from continued real wage
growth against a backdrop of tame inflation. Despite softer household expenditures in the 2Q GDP
reading, consumers did not seem to lose their appetite to spend, which is good news for the
economic rebound. Meanwhile, we would like to see a bottoming out of the Czech supply side,
which has been deferred by stalling foreign demand, especially from Europe's main trading
partners. A protracted stagnation in Germany, including the disappointing GDP performance in the
second quarter, has turned the former engine of Czech exports into a dead weight. We will see
how far and for how long the Czech rebound can be serviced by consumers alone.

Policy rates set to decline rather gradually

CNB, ING, Macrobond

July’s solid retail sales reading will likely support the hawkish stance of the Czech National Bank. Its
summer forecast of average rates indicates potentially no more rate reduction for this year or a
late-year soft cut, while our take counts on two more soft rate cuts, bringing the policy rate to 4%
at the end of the year. That said, the real retail sales dynamic of 4.5% is just below the historical
average of 4.7% recorded during times of robust economic expansion between 2016 and 2019
when the economy added some 3.5% on average to its size in annual terms.
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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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