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AKTUALNI VYVO]

RECENT DEVELOPMENT

Ceska ekonomika nerostla od 3. étvrtleti 2011 az do 2.
ctvrtleti 2013. Zazila tak nejdelsi recesi ve své
novodobé historii. K této recesi sice piispél i horsi nez
ocekavany vyvoj v Eurozéné, z velké casti vsak byla
zpusobena domacimi poptavkovymi faktory, které
pfimo ¢i nepfimo souvisely s fiskalni politikou (danové
zmény - DPH, udsporna opatfeni, signalni efekt
nedostatecné  koordinovanych a1  chaoticky
pfedkladanych navrhia na zmén hospodarské politiky).
Exporty zbozi (v béznych cenach) mezirocné vyrazné
poklesly v prvnim ctvrtleti (-4,8%), v druhém Ctvrleti
(+1,5%) a zejména pak ve tietim ctvrtleti 2013 (4,8%)
se pak vratily k rastu. Z hlediska narodnich acta ve
druhém ctvrtleti exporty pozitivné pfispély k rastu
ekonomiky (po kratké vyjimce s negativnim vlivem
v prvnim ctvrtletd).

Dusledkem vyvoje domaci a zahrani¢ni poptavky byl
propad ekonomiky o 0,9% vroce 2012 a 1,8% za
prvni polovinu roku 2013, odpovidajici nartst miry
nezaméstnanosti na 7,0% (VSPS) v roce 2012 a 7,1%
v prvni poloviné roku 2013. Spotfebitelské ceny se
vroce 2012 vyraznéji zvysily vlivem uprav DPH
(+3,5%), v roce 2013 zatim ceny rostly s ohledem na
recesi jen mirné (+1,5%). V cervenci az zafi 2013
V soucasné dobé se CR podle predstihovych a
konjunkturnich indikatort, vyvoje pramyslové vyroby
(realn¢ meziroéne +7,1% v zari 2013), i podle
vysledkd  HDP za druhé ctvreteti 2013 (+0,6%
mezictvrtletne) zda byt na bodu obratu cyklu ¢i blizko
od né&j. CR se tak zdd byt na cesté z recese, celkové
vysledky za rok 2013 vsak zustanou v zapornych
¢islech kvuali hloubce propadu v prvnim pololeti a
pomalému oziveni.

The Czech economy did not grow from the 3rd quarter
of 2011 to the 2nd quarter of 2013. This was the
longest recession in its modern history. While a worse
than the
contributed to the recession, it was largely caused by

expected development in Eurozone
domestic demand factors directly or indirectly linked
with fiscal policy (tax changes - VAT, austerity
the effect of
coordinated and sometimes even chaotically presented

measures, signalling insufficiently
proposals for changes in economic policy).
Merchandise exports (at current prices) markedly
dropped in the first quarter (-4.8%, y-o-y), but they
returned to growth in the second (+1.5%) and the third
quarter of 2013 (+4.8%). From the national accounts
perspective exports positively contributed to the
growth of GDP in the second quarter (after a short
negative intermezzo in the first quarter).

The development of domestic and foreign demand
resulted in a drop in GDP of 0.9% in 2012 and 1.8% in
the first half of 2013, and in a corresponding increase
in the unemployment rate to 7.0% (ILO) in 2013 and
7.1% in the first half of 2013. Consumer prices edged
up markedly in 2012 because of the VAT increases
(+3.5%), but they have been increasing only mildly
(+1.5%) in 2013 because of the recession. Moreover,
consumer prices were decreasing during  July-
September 2013 (month-on-month).

Leading and confidence indicators, industrial
production (+7.1% y-o-y real growth in Sept. 2013), as
well as GDP data for the second quarter (+0.6% q,/q,
,) suggest that the CR is close to the turning point of
the cycle. Growth results for 2013 will remain in
negative numbers because of the decline in the first

half of the year and because of the slow recovery.

PREDIKCE FORECAST
Minulost/Past Pramér za Q1-Q3 2013 Predikce/Forecast

2011 2012 | Average for Q1-Q3 2013 2013 2014
Realny HDP / Real GDP .
(% growth, y-o-y) 1.9 -0.9 -1.8 -1.0 1.9
Inflace / Inflation (%, y-o-y) 1.9 3.5 1.5 1.4 1.1
Nezaméstnanost (%, VSPS)/
Unemployment (%, ILO) 6.7 7.0 7.1 7.1 7.0

“ HDP pouze za Q1-Q2 2013 / GDP only for Q1-Q2 2013



PREDIKCE

FORECAST

Ekonomicka aktivita - HDP

Ve tfetim a zejména ve ctvrtém cCtvrlett bude

potvrzena zménu trendu smérem k  rastu,
mezictvrtletni tempa rGstu vSak budou niz§i nez
aktualni odhad pro druhé ctvrtleti. Celkové proto za
rok 2013 bude rast HDP v zapornych ¢islech (-1,0%)
a pozitivniho rastu v ro¢nich datech dosihne CR a%
v roce 2014. Tento rist bude soucasné tazen domaci i
zahranién{ poptavkou, pficemz vsak pifspévek
zahrani¢ni poptavky bude slabsi kvuli pokracujicim

problémum fady zemi{ EMU.

Tento scénaf vsak neni bez rizik a chovani zejména
bude

povolebniho vyjednavani a navrh programu budouci

soukromych  investic citivé na prabch
vlady. Nelze tedy zcela vyloucit i opakovani situace
z roku 2012, kdy se puvodné predikované oziveni

nedostavilo, je to vSak vyrazné méné pravdépodobné.

Trh prace: )

Ceskda mira nezaméstnanosti (VSPS) kulminovala
v poslednim ¢tvrtlet! roku 2012 a prvni ctvrtleti 2013
(7,3% po sez. ocisténi). Jak mira nez. tak pocet
nezaméstnanych dle VSPS se viak po ocisténi o
sezonni faktory od prvniho ctvrtleti snizuji a to pfi
soucasném narastu miry ekonomické aktivity. Pfi
pokracovani tohoto trendu a pii potvrzeni konce
recese by se obecnd mira nezaméstnanosti (VSPS)
méla udrzet na drovni do 7,1% (pramér za 2013).
Oziveni vroce 2014 by meélo mit mirny pozitivni
miry

nezaméstnanosti. Tento efekt bude vsak bude kvuli

dopad ve formé¢ pozvolného poklesu

pomalému ristu omezeny.

Ceny:

Oziveni ekonomiky nebude v roce 2013 ani v roce
2014 natolik silné, aby hrozil vyraznéjsi narust inflace
z cyklickych davodu.

Vyvoj spotfebitelskych cen za cervenec-zari 2013
napovida, Ze se spotfebitelské ceny vroce 2013
v pruméru zvysi o cca 1,5%. Kvuili predpokladané
absenci zmén nepfimych dani a ocekavanému vyvoji
cen energii (elektricka energie, plyn) zejména v prvni
c¢asti roku 2014 ocekavame proto v porovnani s rokem
2012 i 2013 dalsi snizeni miry inflace (1,1%). Dalsi
snizeni miry inflace naznacuji i publikovana inflacni

Economic Activity - GDP

The change in the trend towards growth will be
confirmed in the third and especially fourth quarters,
but the quarter-to-quarter rates of growth will be lower
than the current estimate for the second quarter. The
annual rate of growth of GDP in 2013 will therefore
remain in negative numbers (-1.0 %) it will only turn
positive in 2014. This growth will be simultaneously
driven by domestic and foreign demand, but the
contribution of foreign demand will be weaker because
of the ongoing problems of many EMU countries.

The scenario is not without risks. In particular the
behavior of private investment will be very sensitive to
the post-election political process and to the program
of future government. Therefore we cannot fully rule
out a recurrence of 2012, when the awaited recovery
never materialized, but it is significantly less probable.

Labor market:
The Czech rate of unemployment (ILO) culminated in

the final quarter of 2012 a in the first quarter of 2013
(7.2% after seasonal adjustment). Both the rate and the
number of unemployed have been decreasing since the
first quarter of 2013 (VSPS survey data) while the
participation rate was increasing. If this trend continues
and if the end of recession is confirmed, we expect that
the general unemployment rate (ILO) should stay at or
below 7.1% (average for 2013).

The recovery in 2014 should have a positive impact in
the form of a gradual decrease of the unemployment
rate. However, the decrease will be limited due to the
low speed of the recovery.

Prices:

The recovery in 2013 and 2014 will not be fast enough
to induce a significant cyclically-driven increase in
inflation.

The development of consumer prices during July-
September 2013 suggests that consumer prices will on
average increase by 1.5% for the whole of 2013.
Because of the assumed absence of changes in indirect
taxes and because of the expected development of
energy prices (electric energy, gas), especially during
early 2014, we expect that consumer prices will further
decelerate in 2014 (1, 1%). A further decrease in
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ocekavani finanéniho trhu publikovani CNB.

inflation is also indicated by the inflation expectations
of financial markets published by the Czech National
Bank

VYCHODISKA PREDIKCE

ASSUMPTIONS OF THE FORECAST

Externi prostfedi:
Predikce je zalozena na pfedpokladu pokracovani

soucasné situace v Burozéoné (EMU), tj. ze nedojde
k nahlému zvratu ve stabilit¢t EMU a na pfedkladu, Ze
v souladu s predikcemi MMF bude EMU a zejména
pak Némecko v roce 2014 rast. Piedpokladany rast
némecké ekonomiky je nizky (do 1% v roce 2013, 1-
1,5% v roce 2014), ceské exporty vsak porostou
rychleji diky ndvaznosti na némecké exporty.

Rizika pokracovani propadu ¢i stagnace v Eurozéneé,
¢i vypuknuti nahlé politické krize v EMU jsou vsak
nenulové a jeho realizace by znamenala podstatné
horsi vysledky i pro CR.

Ceska ekonomika i nadile nebude zavisli na piilivu
likvidity ze zahranici a pfipadné negativni ¢i pozitivni
aspekty zahrani¢niho vyvoje se budou do ceské situace
promitat pfedevs§im pfes obchodni vztahy.

Vyvoj mimoevropskych trha je na prvni pohled pro
CR dilezity  vzhledem
k nizkému podilu na ceskych exportech, je vSak nutno

relativné méné pfimo
vzit v uvahu vazby zprostfedkované pfes exportné
orientovanou némeckou ekonomiku. Nelze proto
zcela opominout rizika souvisejici s vyvojem na
dilezitych rozvijejicich se trzich (Cina a Indie),
pfedpokladime vsak, Zze nedojde k dalsi destabilizaci
téchto trhi a e tedy k situaci CR budou piispivat

spiSe neutralné.

Finan¢ni sektor:

Predikce pfedpoklada zachovani ¢i maximalné mirné
zhorsovan{ soucasného stabilizovaného a (v porovnani
s jinymi zemémi stfedni a vychodni Evropy) velmi
dobrého stavu bankovniho sektoru. I pfes postupné
zhorsovani nékterych ukazatelt vlivem dlouhé recese
(napf. pocet osobnich bankrotd) zustava podil
problematickych uvéra nizky. 1 kdyby problémy
financ¢nich instituci v dalsich novych clenskych zemich
EU vedly ke zvySenému zajmu ceskych vkladateld o
zdravi bankovniho sektoru, ceské bankovnictvi je
schopné podobnym vlivim odolat.

Financéni sektor a dostupnost financovani proto

External environment:
This forecast assumes that the status quo of the

Eurozone (EMU) will be preserved (i.e. there will be
no sudden turn for the worse in the stability of the
EMU) and that the Eurozone, and especially Germany
will grow in 2014 in line with IMF forecasts. The
assumed growth of the German economy is very mild
(below 1% in 2013, 1-1.5% in 2014), but Czech exports
can grow faster thanks to dependencies in German
exports

However, the risks of another year of decline or
stagnation in the Eurozone or even of another bout of
political crisis in the EMU still exist and their
realization would imply substantially worse results for
the Czech Republic too.

The Czech economy has not been dependent on the
inflow of foreign liquidity; any positive or negative
aspects of external development will affect the Czech
situation mainly via trade relations.

The development of extra-EU markets seems to be of
less direct importance for the Czech Republic because
of the low share in Czech exportts, but it is necessary to
take into account linkages mediated by the export-
oriented German economy. That is why we cannot
tully ignore risks related to important emerging markets
(China and India). However, we expect that these
will further destabilize their
contribution to the Czech situation will be rather

markets not and

neutral.

Financial sector:
The forecast the

comparison with other countries in Central and

assumes that stable and (in
Eastern Europe) very good health of the banking
sector will be preserved. The share of classified loans
remains low in spite of the gradual degradation of
some indicators caused by the long recession (e.g. the
incidence of personal bankruptcies). Czech banking is
able to withstand adverse shocks such as the increased
anxiety of Czech depositors, which may be caused by

future problems in financial institutions in other new

(O8]



nebudou hrat roli pfekazek budouciho rastu (to
potvrzuji i konjunkturni prizkumy) ¢i faktoru, ktery
by tahl ekonomiku do recese. Soukromou spotfebu
vsak od vyuzivani uvérového financovani bézné
mirn¢ odrazovat

spotfeby muze problematicka

regulace exekucnich fizeni.

Ocekavané zmény hospodaiské politiky:
Z dostupnych dat Ize usoudit, ze Necasova vlada
2013

opatfenim a prozatimni Ruskova vlada v tomto trendu

upravila v roce svij postoj k uspornym

pokracovala. 'V porovnan{ s rokem 2013 tak realné¢
vydaje vladnich instituci na konec¢nou spotiebu
vzrostly v prvnim a druhém ctvrtleti o 1,4%, resp.
1,8%. Dusledky této zmény se postupné promitaji do
makroekonomického vyvoje.

Lze pfedpokladat, Ze pfisti vlada bude jesté¢ vice
naklonéna fiskalni expanzi, soucasné vsak bude jeji
snahou neohrozit

rozlet mirnén

Maastrichtskych kriterii.

zfejmé plnéni

Rozpocet pfipraveny Rusnokovou vladou (s mensim
3% schodkem)

Snémovnou, nova vlada jej vsak zfejmé nebude mit

nez sice nebyl dosud schvilen
¢as podstatné¢ zménit. Naopak muze dojit k tomu, Ze
CR nebude mit do zacitku roku #adné schvaleny
rozpocet, coz by znamenalo, Ze vydaje budou
zmrazeny na urovni roku 2013. Priority nové vlady
vyrazné ovlivni az rozpocet pro rok 2015.

V soucasné dobé¢ neni schvalena zadna dalsi vyznamna
zména nepfimych dani (DPH, spotfebni dané) c¢i
by

makroekonomicky vyvoj do konce roku 2013 a v roce

regulace, ktera podstatné ovlivnila
2014. Tato situace se sice muze zmeénit po nastupu
nové vlady, pravdépodobnéjsi vsak je, ze hlubsi zmény
navrzené novou vladou budou vstupovat v platnost
od zacatku roku 2015. Predikce tedy predpoklada
neutralnf dodate¢ny vliv danové politiky na vyvoj
spotfebitelskych cen.

Kurz a ceny komodit:

Kurz ceské koruny k Euru bude spiSe stagnovat,
nepfedpokladame rozhodujici dopady zmény kurzt na
ceskou inflaci ¢ konkurenceschopnost ceskych
exportéru.

Ceny paliv (zejména ropa) budou mit tendenci
k poklesu v duasledku slabsi poptavky na svétovém
trhu (véetné poptavky rozvijejicih se trha, napt. Ciny)
a kvuali rostoucimu objemu nabidky ze zemi mimo

OPEC. Redlné sménné relace by tak meély hrat ve

EU member countries.

The financial sector and availability of financing will
thus not inhibit future growth (as demonstrated also by
business sentiment surveys) or be a factor which would
drag the economy back into recession. Unsatisfactory
regulation of loan enforcement, however, may hold
back credit financing of private consumption.

Expected changes in economic policy:
Available data suggests that the government of Prime

Minister Necas adjusted its attitude towards austerity
measures in 2013, and that the government of Prime
Minister Rusnok carried on the trend. Real final
the

increased in the first and second quarters by 1, 4% and

consumption  expenditures  of government
1, 8% respectively. The effects of this change will
gradually be reflected in macroeconomic development.
We expect that a new government will be even more
prone to fiscal expansion, and at the same time its
actions will be restricted by the effort to keep the
Maastricht criteria in sight.

The budget prepared by Rusnok’s government (with
deficit below 3% of GDP) has not yet been passed, but
the new government will not have time to change it
substantially. Quite to the contrary, the Czech Republic
2014 without an budget.
Government expenditures would be frozen at the level

may enter official
of 2013 in this eventuality. The priorities of the new
government will have a major effect only on the budget
for 2015.

There is no major change envisaged in indirect taxes
(VAT or consumption taxes) or regulation with
significant implications for macroeconomic
development by the end of 2013 and in 2014. While
this can change with the new government, deeper
changes are more likely to take effect at the beginning
of 2015. The forecast thus assumes a neutral additional
effect of tax policies on consumer prices.

Exchange rate and commodity prices:

The CZK/EUR exchange rate is likely to stagnate, we
do not expect any major impacts of exchange rate
shocks on inflation or the competitiveness of Czech
exporters.

Fuel prices (especially crude oil) will have a tendency to
decrease because of weaker demand in global markets
(incl. the demand of emerging markets, e.g. China) and
because of increasing volume of supply of non-OPEC
countries.



prospéch ceské ekonomiky.

The Czech economy should therefore benefit from a
positive development of terms of trade.

PREDIKCNI MODEL

FORECASTING MODEL

Zakladem predikce je model vychazejici z metodiky
vyvinuté na Michiganské univerzit¢ (WDI) a dale
rozpracované CERGE-EI. Model kombinuje fadu
ckonometrickych metod a umoznuje vyuzit predikce
jinych instituci jako vstupy.

Vystupy modelu pak mohou byt dile modifikovany
s pfihlédnutim k ocekavanym zménam (zmény politiky,
exogenni $oky), které se nepromitly do vstupnich dat.

Podrobna specifikace ekonometrického modelu:

Our forecasts start with an econometric model
developed at Michigan University (WDI) and further
improved at CERGE-EIL. The model combines a
whole range of econometric techniques; it can also use

forecasts of other institutions as inputs.

The results can be further modified by taking into
account expected factors (policy changes, exogenous
shocks) that might not have been reflected in the input
data.

Detailed specification of the econometric model:

http://www.cerge-ei.cz/pdf/forecast/methodology.pdf

informace

Kontakt pro  dalsi
vysledktim predikce: vilem.semerak(@cerge-ei.cz

k metodologii  ¢i

http://www.cerge-ei.cz/pdf/forecast/methodology.pdf

For further information on the methodology or results

please contact: vilem.semerak(@cerge-ei.cz

THINK TANK IDEA

Institut pro demokracii a ekonomickou analyzu (IDEA) je nezavisly think-tank zaméfujici se na analyzu,
vyhodnocovani a vlastni navrhy vefejnych politik. Doporuceni IDEA vychazi z analyz zalozenych na faktech,
datech, jejich nestranné interpretaci a moderni ekonomické teorii.

IDEA je soucsti akademického pracovisté CERGE-EI a vznikla z iniciativy a pod vedenim prof. Jana Svejnara.

Principy fungovani IDEA

1. Vytvareni shody na zaklad¢ intelektualni otevienosti — pfijiman{ volné soutéze myslenek, otevienost podnétam
z ruznych casti svéta, pfehodnocovani existujicich stanovisek vzhledem k novym vyzvam.

2. Vyuzivani nejvhodnéjsich teoretickych a praktickych poznatki — snaha o rozvinuti postupu na zaklade
nejlepsich teoretickych i praktickych poznatkt (z Ceské republiky i ze zahranici).

3. Zaméreni aktivit na vytvofeni efektivni politiky a strategie Ceské republiky — doplnovat akademické instituce
vytvafenim podkladu efektivnim a operativaim zpusobem.

http://idea.cerge-ei.cz
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