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Czech Republic: Confidence hits 10-year high
Economic sentiment slightly improved in February due to stronger
confidence in construction and the services sector. Consumer confidence
is close to a record high

Consumer confidence declined slightly as expected
Total confidence in the Czech economy slightly improved in February, mainly due to increased
optimism in the construction and services sectors, while consumer confidence fell slightly as
expected.
Consumer confidence has been following a similar trend over the last few years, with sentiment
improving in January and hitting historical highs only to pull back in February. Similar
developments occurred this year, with consumer confidence declining in February due to slightly
higher concern about the overall economic situation. However, this decline was only moderate
compared with previous February prints, and consumer confidence remained close to a record
high. This suggests that consumers are still perceiving the current economic situation very
positively and household consumption should remain strong in the coming months.

Confidence Indicators (seasonaly adjusted, points)
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Business confidence gradually approaching to pre-crisis levels
While consumer confidence has surpassed its 2007/2008 historical high, the business sphere is just
gradually returning to the levels of confidence seen ten years ago (see the chart). February's
improvement to the highest level since mid-2008 was driven by higher confidence in the
construction industry and services sector, which have both reached the best level since 2008.

26 February 2018

Confidence in industry fell slightly due to the weaker assessment of order-book levels, in YoY
terms, which just stagnated.

All watched segments with confidence above-its 1-year average
All in all, February indicators surprised on the upside and signalled optimism about the economy,
while confidence indicators from the Eurozone and/or Germany so far suggest more pronounced
deterioration. Although a correlation between confidence and the real output of the construction
sector is relatively weak, many sub-indicators in construction hit multi-year highs in February,
which suggests a more optimistic outlook for this sector. Other sectors are also doing well with
February confidence surpassing the one-year average for all watched segments. Given strong
household confidence, we are looking for solid consumption demand in forthcoming months. This
should be the main driver of Czech growth this year given a tight labour market.
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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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). 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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