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Czech Central Bank Preview: May 2022 
  

Details:  

 

Monetary policy decision: 1330GMT, 1430CET, 0830ET, Thursday 5th May 2022. 

 

MNI Point of View  
CNB To Hike Policy Rate To 5.5% 

The Czech National Bank is likely to raise its benchmark rate by 50bps to 5.5% at its next meeting on May 5 to 

continue its ‘f ight’ against inf lation, which is expected to remain elevated longer than what policymakers previously 

estimated. The other area of  focus at this week’s meeting will be whether the CNB turns more open to using the 

exchange rate more actively as a policy tool.  

CPI inf lation continued to surprise positively in March and accelerated to 12.7% YoY (vs. 12.4% exp.), its highest 

level since May 1998, up f rom 11.1% the previous month, mainly driven by the surge in food and energy prices. 

Figure 1 (lef t f rame) shows that inf lation has been diverging signif icantly f rom the CNB 3-percent upper tolerance 

band, which has been pressuring policymakers to remain ‘hawkish’. Inf lation could reach 14% in the near term 

according to CNB Governor Rusnok, mainly due to the Ukraine war shock. Sell-side analysts have increased their 

year-end target to 8.9% and their 2023 (end-year) target to 3.5%. 

Figure 1 

 

Source: Bloomberg, MNI 

Terminal rate at 6%? 

While some analysts expect this week’s hike to be the last one, other sell-side analysts are pricing in a terminal rate 

at 6% (STIR market pricing in a terminal rate between 6% and 6.25%).  Governor Rusnok recently reiterated that he 

‘cannot rule out’ further rate hikes, but new rate increase is likely to be ‘cosmetic’. Deputy Governor Mora mentioned 

in an interview last month that there was ‘no ceiling’ for Czech rate hikes and that this week’s decision could range 

f rom no hike to a 100bps hike (although the latter seems unlikely according to Mora). Deputy Governor Nidetzky 

sees debate about 25bps/50bps hike on May 5 but argues that the CNB is nearing the end of  its tightening cycle as 

further rate hikes will start to weigh on growth expectations. CNB Holub continues to sound hawkish and mentioned 

in a recent Bloomberg interview that he would seek at least a 50bps hike on May 5. CNB Benda said last month that 

Czech inf lation return towards the 2-percent target will be delayed by at least half  a year (to end -2023).  
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CNB ‘doves’ Dedek and Michl are likely to vote for stable rates again at this week’s meeting, with Michl continuing 

to see inf lation as temporary and driven by external factors outside of  the CNB monetary policy realm.  

With the FRA 6Mx9M currently trading at 6.07%, the market is currently pricing in a terminal rate at 6% (at least), 

implying that this week’s rate hike will be likely followed by another 50bps at the next meeting on June 22 (or two 

25bps hikes on June 22 and August 4). 

Rising recession risks? 

Even though GDP growth surprised positively in the f irst quarter, coming in higher than expected at 4.6% YoY (vs. 

4.3% exp.) and up f rom 3.6% YoY in Q4, the sharp tightening in f inancial conditions with the surge in ST rates has 

been pricing in a signif icant deceleration in the economic activity  in the coming 6 to 9 months. In addition, consumer 

conf idence fell to -26 in April, its lowest level since 2013, as the renewed geopolitical tensions continue to weigh on 

the CEE region. Figure 1 (right f rame) shows that consumer conf idence has also been pricing in a signif icant 

slowdown in the economic activity in the coming 6 months.  CNB deputy Governor Mora mentioned in a recent 

interview that he expects the 2022 growth outlook to be cut markedly. 

Markets 

The constant upward revision in inf lation expectations have been pressuring LT bond yields to the upside since the 

start of  the year, with the 10Y yield approaching its 4.35% resistance (Dec 2012 high) af ter breaking above the key 

4% level last month. Next ST resistance to watch on the topside stands at 4.50% (Oct 2009 high). With an inf lation 

rate of  12.7%, Czech Republic currently of fers the lowest 10Y real yield among the CEE region (-8.4%).  

Renewed geopolitical tensions have been weighing on CEE currencies in recent weeks including CZK ahead of  the 

CNB meeting, particularly against the US Dollar. CZK is down nearly 6% against the USD since the beginning of  

April, with USDCZK f inding support slightly above the 23.50 level this week; key resistance to watch on the topside 

stands at 23.9210 (high reached in early March following the Ukraine invasion).  Interestingly, CZK continues to trade 

close to its historical highs when we look at the LT historical range of  the broad index (NEER CZK, f igure 2, right 

f rame). 

As for its CEE peers, USD strength combined with the global risk of f  has been weighing on Czech equities, which 

are still trading 10% below their all-time high reached in early February. However, we saw the move was signif icantly 

lower than for Poland or Hungary equities (i.e. WIG20 index is trading nearly 30% below its all-time high reached in 

October 2021). Figure 2 (lef t f rame) shows that Czech equities remain ‘expensive’ relative to other EM equity markets 

using a price-to-book z-score approach (using data since January 2010).  

Figure 2 

 

Source: Bloomberg/MNI 



  

3 | P a g e  
Business Address – MNI Market News, 5th Floor, 69 Leadenhall Street, London, EC3M 2DB  

  

Czech National Bank Watch 

 
 

 

Sell-side Views  

 

Goldman Sachs: CNB to Hike by 50bp to +5.50% (consensus: +5.50%) and Publish Hawkish Rate Forecast 

 

• The Board of  the Czech National Bank (CNB) is scheduled to meet on Thursday, May 5. GS expects the CNB 

to continue with its hiking cycle, delivering a further 50bp hike bringing the policy rate to +5.50% (consensus: 

+5.50%).  

• Accompanying this week’s meeting, the CNB will also publish updated staf f  forecasts (the f irst since the 

Russia-Ukraine war began in late February).  

• The Winter forecast (published February 3rd) implied that policy rates would peak at around 4.75/5.0%, but 

developments since then have been very hawkish and we expect the Staf f  will raise their forecast for the peak 

in rates signif icantly higher (to 6.0% or more).  

• GS expects Czech inf lation to rise to a peak above +13.5-14.0%yoy in the middle of  the year. 

 

 

ING: Expecting a 50bps Hike With Risks Skewed to Upside 

 

• ING expects the CNB to raise its key rate by 50bp next week, but the latest GDP data raises the odds of  a 

75bp hike. 

• The new forecast will show signif icant rate cuts in 2H22, which will be challenging for the Board's 

communication. 
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• Although ING does not expect the f irst cut until the middle of  next year at the earliest, it will be the main story 

for the market this year. 

• A reassessment of  market expectations for faster rate cuts will be negative news for the koruna, though on 

the other hand, it may be supported by questions about possible central bank intervention and FX reserve 

sales. 

 

JP Morgan: Expecting a 50bps hike this week 

 

• JPM expects the CNB to hike rates by 50bps on May 5. 

 

Morgan Stanley: Expecting a 50bps Hike on May 5 

 

• MS expects the MPC to look to smooth out the policy rates prof ile by delivering less in the near term but by 

guiding to a delayed easing cycle relative to the new forecast.  

• With that, MS maintain its expectation for rates to peak at 5.75% and expects the CNB to deliver a 50bp hike 

at its upcoming May 5 core meeting but to leave the door open for more tightening in this quarter.  

• Risks to MS call remain skewed to the upside on the back of  still elevated inf lation expectations and potential 

FX weakness, depending on geopolitical developments.  

 

 

RBC: Expecting Another 50bps Hike on May 5 

 

• RBC expects the CNB to deliver another 50bps hike to 5.50% (in line w/ consensus).  

• The mixed messages f rom CNB members pose a downside risk to RBC view, though simultaneously, a 

weaker CZK, slower f iscal consolidation, and the better-than-expected Q1 GDP print pose upside risks, 

including to RBC terminal rate estimate. 

• The focus in the forward guidance will be on how much more space to hike (if  any) and how soon rate cuts 

may come. 

• On the former, RBC has been expecting the CNB’s terminal rate to come in at 5.50%.  

• On the latter, the CNB is unlikely to signal that cuts will be soon, even if  the new forecasts continue to show 

rate cuts this year. 

• Meanwhile, President Zeman noted over the weekend that he is close to choosing the next CNB Governor 

(Rusnok’s term expires at end-June). 

 

Societe Generale: Expecting a 50bps hike, then CNB on hold until the end of 2022 

 

• SocGen expects the CNB to raise the two-week repo rate by 50bp to 5.5% at the May meeting, and to hold it 

at that level until the end of  this year.  

• The CNB was among the f irst to raise interest rates in the middle of  last year, and the impact in terms of  

cooling domestic demand should be evident in a slowdown in core inf lation f rom the second half  of  this year.  

• The sharp fall in real wages that SocGen expects this year should also contribute to this.  

• Analysts assume that the share of  rising energy and food prices in yoy inf lation will increase in the coming 

months.  

• SocGen expects inf lation to reach a peak of  around 14% in the middle of  the year and to remain in double 

digits until its end.  

• Due to the persistence of  strong inf lationary pressures, the risks to SocGen interest rate forecasts are still 

skewed towards a possibly higher peak or a delayed decline. 


