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Rising cost and uncertainty to weaken 
economic growth  

Annual GDP growth reached 3.3% in 2021 and 
is forecast to slow down to 1.9% in 2022, 
driven by exacerbating supply chain disruptions 
resulting from new bottlenecks created in 
relation to the Russian invasion of Ukraine and 
lockdowns in China, as well as an elevated 
inflation rate caused by higher energy and 
commodity prices. Domestic demand is set to 
remain the central growth driver. Supported by 
a very gradual normalisation of international 
trade as from 2023. In 2023, real GDP is 
forecast to increase by 2.7%, surpassing the 
pre-pandemic output level in the first half of 
the year.   

High inflation is projected to substantially 
squeeze real disposable income. Yet, the 
slowdown in private consumption growth is 
mitigated by the expenditure of the over 
400,000 persons fleeing from Ukraine who are 
assumed to have entered Czechia by the end of 
2023. Due to the increased economic 
uncertainty in 2022, the saving rate is forecast 
to remain high but is expected to gradually 
converge towards its long-term average, 
reflecting higher prices for consumers and the 
relaxation of pandemic restrictions.  

Government consumption growth is set to slow 
down as pandemic-related expenditure is 
phased-out. Investment activity is projected to 
increase by 3.1% in 2022, supported by low 
real interest rates, while negatively affected by 
rising uncertainty and slower economic growth. 
Investment growth is forecast to increase in 
2023, supported by the economic recovery as 
well as by a boost to public investment through 
the RRF.  

Czechia’s industry-based economy, which relies 
on imports, is set to take a strong hit from 
supply chain disruptions and increasing energy 
prices.Net exports are forecast to have a near 
neutral contribution to economic growth in 
2022 due to supply shortages, longer delivery 
times and increased transportation cost, as well 
as to a similar impacted macroeconomic 
situation in the main trading partners.  

   

Labour market to remain robust  

The population in Czechia is forecast to grow by 
more than 3% in 2022 due to the arrivals of 
those fleeing Ukraine. Czechia’s tight labour 
market is expected to gradually absorb this 
increase, noting that most persons arriving 
from Ukraine are assumed to be inactive over 
the forecast horizon. The unemployment rate is 
therefore projected to remain around 2.6%. 

Inflation expected to peak in 2022-Q2 

Inflation further increased following Russia’s 
aggression against Ukraine, mostly driven by 
elevated energy and commodity prices, as well 
as food prices. Inflation is forecast to peak in 
the second quarter of 2022, but to decline 
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Exacerbated supply-chain disruptions and rising energy prices driven by Russia’s war of 
aggression against Ukraine, as well as the fiscal costs associated with the inflow of people fleeing 
Ukraine, are impacting the recovery of the Czech economy. Economic growth is forecast at 1.9% 
in 2022 and 2.7% in 2023, whilst being fuelled by domestic demand, including public investment 
supported by the RRF. Inflation is projected to peak in the second quarter of this year, driven by 
energy prices, and forecast to overage 11.7% over 2022. Inflation is expected to gradually decline 
to 4.5% in 2023. The budget deficit is expected to start decreasing to 4.3% of GDP in 2022 and 
3.9% of GDP in 2023, supported by high nominal GDP growth. Consequently, the pace of growth 
of government debt-to-GDP ratio is set to slow down.   
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afterwards, averaging 11.7% in 2022. Inflation 
is projected to decline towards 4.5% in 2023, 
supported by well-anchored inflation 
expectations as well as a stronger domestic 
currency and more stable energy prices. 

Fiscal consolidation to start in 2022 

The budget deficit came in at 5.9% of GDP in 
2021, slightly higher than 5.8% in 2020, as 
measures to support the economy during the 
COVID-19 crisis remained in place. Measures 
like the “Antivirus” short-time work scheme, the 
“Compensation bonus for self-employed” and 
support programmes targeted at companies 
added to expenditure while a personal income 
tax reduction lowered revenues. 

With the withdrawal of the temporary support 
measures, the budget deficit is set to decrease 
to 4.3% of GDP in 2022. High inflation is likely 
to boost tax revenues, even if private 
consumption growth will be limited in real 
terms. Further increases in compensation of 
employees are also set to contribute to 
expanding social security contributions. An 
increase in public expenses on the back of 
measures to help households cope with 

increased inflation, as well as costs related to 
those fleeing Ukraine, are likely to be offset by 
high GDP deflator. Its growth is set to reach a 
20-year high and to lead to a contraction of 
current expenses as percentage of GDP.  

In 2023, this trend is likely to continue, but 
growth in public expenditure is expected to 
accelerate due to inflation-related indexations 
(e.g. automatic indexation of pensions). The 
deficit is, thus, expected to reach 3.9% of GDP 
in 2023.  

Public investment is set to expand further 
towards 5% of GDP, supported by the RRF and 
the increase in the absorption of other EU 
funds, as the remaining funds from the 
previous programming period are still being 
drawn at the same time with those from the 
new programming period. 

While public debt is still low compared to other 
EU Member States, the pace of its growth in 
2020-2021 was above the EU average. The 
public debt-to-GDP ratio is forecast to rise 
further to 42.8% in 2022 and 44.0% in 2023, 
driven by the negative headline balance, being 
only partly offset by nominal GDP growth. 

 
 

   
 
 

bn CZK Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

6127.1 100.0 2.8 3.2 3.0 -5.8 3.3 1.9 2.7

2795.6 45.6 2.5 3.5 2.7 -6.8 4.4 2.0 2.0

1300.9 21.2 1.5 3.8 2.5 3.4 1.6 0.6 1.3

1563.2 25.5 2.2 10.0 5.9 -7.5 0.9 3.1 5.6

4442.3 72.5 7.9 3.7 1.5 -6.9 5.1 1.2 3.5

4255.7 69.5 7.2 5.8 1.5 -6.9 11.5 1.2 3.6

5876.5 95.9 2.6 3.4 2.4 -3.0 2.4 1.4 2.6

2.1 4.9 3.3 -4.5 2.6 1.8 2.7

0.1 -0.5 -0.3 -0.8 4.5 0.0 0.0

0.7 -1.2 0.0 -0.5 -3.8 0.1 0.0

0.6 1.3 0.2 -1.7 0.1 2.2 0.3

Unemployment rate (a) 6.3 2.2 2.0 2.6 2.8 2.6 2.6

4.3 8.1 7.2 3.2 5.7 2.4 5.3

2.0 6.1 4.3 7.7 2.4 2.8 2.8

11.9 12.2 13.1 21.0 20.8 15.2 13.9

1.5 2.6 3.9 4.4 4.1 7.4 4.7

1.8 2.0 2.6 3.3 3.3 11.7 4.5

-0.1 -0.2 0.4 2.0 0.2 -2.1 0.1

1.2 3.7 4.1 5.0 1.2 -0.3 -0.3

-3.1 -0.6 -0.9 2.5 -2.3 -3.7 -3.8

-2.6 0.9 0.3 -5.8 -5.9 -4.3 -3.9

0.0 -0.1 -0.9 -4.1 -4.9 -3.1 -3.5

34.0 32.1 30.1 37.7 41.9 42.8 44.0

 (a) Eurostat definition.  (b) gross saving divided by adjusted gross disposable income.  (c) as a % of GDP. (d) as a % of potential GDP.

General government gross debt (c)

Trade balance (goods) (c)

Current-account balance (c)

General government balance (c)

Structural budget balance (d)

Terms of trade goods

Domestic demand

Inventories

Net exports

Employment

Contribution to GDP growth:

Compensation of employees / head

Unit labour costs whole economy

Saving rate of households (b)

GDP deflator

Harmonised index of consumer prices

Public Consumption

Gross fixed capital formation

Exports (goods and services)

Imports (goods and services)

GNI (GDP deflator)

Private Consumption

Table II.21.1:

Main features of country forecast - CZECHIA

2021 Annual percentage change

GDP




