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Czech wages continue to grow at a rapid pace
Czech nominal wages picked up by 6.8% year-on-year in the third
quarter. A solid figure, but slightly behind the market and CNB
expectations

6.8%

Czech wage growth in 3Q17 (YoY)
Below the CNB and market expectations

Worse than expected

The reasons for the growth
The Czech average nominal wage increased by 6.8% YoY in the third quarter of 2017. Wage
dynamics moderated slightly compared to the previous quarter's growth of 7.6% YoY and ended
behind both the market (7.8%) and the Czech National Bank's forecast of 7.5%.
Wages are growing faster in below-average-paid professions, which shows a more rapid rise in
median wages, which accelerated by 7.1% year on year (vs. 8.1% in 2Q17). This is partly due to
the gradual increase in the minimum wage, which has grown from the original CZK 9,900 to CZK
11,000 this year and should increase to CZK 12,200 at the beginning of 2018.

Wages dynamics (% YoY)
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Weaker wages might not support hawks in the CNB
As in the previous quarter, the fastest growing wages were seen in accommodation and food
service activities (10.3% YoY after 15.7% in 2Q17), which is related to the introduction of an online
sales registration system, pushing wage compensation figures from the grey economy to the
official statistics and also to the rise in the minimum wages. On the other hand, the slowest wage
growth was recorded for the financial sector (2.8%).
Wage dynamics in the third quarter were also influenced by a compensation increase for state
sector employees after July 2017, especially among security officers, nurses and social services
workers. As such, wages accelerated in these segments, but both market and non-market sector
wages in 3Q17 ended behind the CNB expectations form its latest November forecast. This is likely
to support the arguments of those CNB Board members who do not consider an interest rate rise
necessary in the upcoming December meeting. Market expectations for the December hike also
declined after the wage-data release.

Wages should further accelearte next year
Despite the slightly weaker 3Q17 figure, these numbers are still some of the highest in the past ten
years. That's also reflected in strong consumer confidence and generally favourable household
consumption figures. Average wage growth for this year should reach almost 7%, the highest fullyear number since 2008 when nominal wage grew by 7.8 %. Due to the very tight labour market,
however, wage dynamics should accelerate further next year, supported not only by favourable
economic developments but also other increases in the minimum wage, planned rises in wages for
state employees and the increased pressure of trade unions.

Jakub Seidler
Chief Economist, Czech Republic
+420 257 47 4432
jakub.seidler@ing.com

ing.com/think

2

4 December 2017

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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