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Czech Republic: Unemployment surprises on
the downside
Despite a cold month, the unemployment rate continues its decline, and
we expect the labour market's strong momentum to be the main proinflationary factor this year
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Lower than expected

Unemployment rate even below the market estimate
Despite a cold February, unemployment rate surprised on the downside and declined to 3.7%.
Date published by the Ministry of Labour shows February's share of the unemployed people
declined from 3.9% in January to 3.7%.
As such, the labour market again beat market estimates, which expected a decline to only 3.8%.
This is in spite of the fact that February was on average the coldest month in the last six years and
low temperatures complicated the beginning of some works for example construction.
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Demand for labour continues to rise
The demand for employees increased further in February as job vacancies rose again to a new
record-high level of 239 000. The highest share of vacancies (over 23%) is reported in the
manufacturing industry. In the YoY comparison, 96 000 more jobs were created (67% increase),
and the number of unemployed people declined by 100 000 (36% decline).
Thus, the number of job seekers per one job reached 1.17, which is also the lowest share in history.
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Overheating labour market will be the main pro-inflationary driver
this year
All in all, the current development of the labour market are still favourable which reflects
the overall growth of the domestic economy.
If we look at the labour market with different optics combining the number of unemployed,
the number of vacancies and the total number of employed people, we always get to
levels significantly above the pre-crisis peak in the first half of 2008. This is also seen in the
EU-harmonised definition of the unemployment rate, where the Czech economy with a
2.4% unemployment rate below all EU countries.
The Czech National Bank's recent forecast expects the share of the unemployed to decline
to 3.4% while the Ministry of Finance forecasts for 3.3% in 2018 (vs 4.2 in 2017). This means
that the number of unemployed people will fall to at least 240 000 this year, while job
vacancies are likely to reach at least 265 000.
Interestingly, we expect the economy to reach a situation where job vacancies will exceed
the number of job seekers this year, which means that an overheated labour market will be
the main pro-inflationary driver 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 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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