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Investment climate 
The World Bank ranks the Czech Republic 44th among the world’s most attractive 
countries for doing business1; the country improved its 47th position held in 2014. 
Economist Intelligence Unit lists the Czech Republic 2nd in a regional rating of business 
attractiveness among other eastern European countries2. This reflects investor 
confidence in the economy’s sustainable development, rooting specifically in solid 
external trade figures, consistency of infrastructure investments and governmental 
foreign investment policy compared to those alike on regional and global levels. Main 
weakness is the country’s complicated fiscal system, which provides for high social 
security contributions.  ` 

The Czech Republic is one of industrially developed countries of central and eastern 
Europe. The IMF reports that Czech industry accounted for 0.35% of total global 
output at the end of 2014 occupying 44th position in the world by GDP volumes.  

Czech economy follows an export-oriented path and is one of the major global 
exporters of car-manufacturing products – the 2nd place in the world in manufacturing 
passenger cars per capita. It is annually included in the list of the world’s 15 largest 
car manufacturers. 

Given that, CR’s economic development to a certain degree depends upon 
multinational corporations, which own CR’s largest businesses, which primarily 
produce spare parts for equipment manufacturing or industrial line production. Czech 
exports grow steadily and account for 79% GDP.  

High credit ratings assigned to the country by international rating agencies (S&P – AA, 
Moody’s – A1 and Fitch – A+) boost its economic development and attract FDI inflow. 

Trade and economic cooperation with other member states of the 
Bank3 

 

 
Area 78 866 sq. km 
Population (2014) 10.7 million 
Unemployment rate (2014) 6.3% 
GDP (2014) USD 190.5 billion 
GDP growth (2014) 1.9% 
Inflation (2014) 1.4% 
Annual average exchange rate (2014) 
28.00 CZK/USD 
Sovereign debt (2014)   42.6% GDP 
Net FDI inflow (2014)  USD 6.6 billion 
FDI outflow  (2014)  USD 0 billion 
 
Main industries: 
• engineering, car manufacturing 
• iron and steel industry 
• electric engineering and electronics 
• chemicals and petrochemicals 
• agriculture 
• food processing 
• textile manufacturing 
• pharmaceuticals 
 
National development bank: 
• Czech-Moravian Guarantee and 
Development Bank 
• Czech Export Bank 
 
Czech Republic is member of 64 
international economic and financial 
institutions, including (share in 
authorized capital):  
• World Bank Group – IBRD (0.38%),  
    IFC (0.37%), IDA (0.45%) 
• IMF (0.43%)  
• EIB (0.76%), EBRD (0.85%)  
• CEB (0.79%) 
• IBEC (13.34%) 
  
Exports / Imports (2014):  USD 159.3 
billion / USD 146.2 billion 
Exports / Imports, CR’s share (2013): 
 • Bulgaria             0.5% / 0.2% 
 • Hungary            2.6% / 2/4% 
 • Vietnam             0.1% / 0.3% 
 • Cuba                   0.0% / 0.0% 
 • Mongolia            0.0% / 0.0% 
 • Russia                  3.7% / 5.6%    
 • Romania              1.2% / 1.0%           
 • Slovak Republic  8.9% / 5.9%   

1 Source: World Bank Group - Doing Business 2015. 
2 Source: Economist Intelligence Unit, Czech Republic: Business environment ranking summary, April 2015. 
3 Source: UNCTAD 

                                                           



  

Economic development forecast 
The country’s economic growth reached 2% at the end of 2014, industrial production grew by 4.8%. Real GDP in 2015 
is forecasted to grow by 2.9%4. Annual GDP growth in 2015-2019 will reach on average 2.7%. Budget deficit in the 
same period will not exceed the limits of 3% GDP set by the EU (this indicator reached 1.3% GDP at the end of 2014). 
The pace of the country’s economic growth heavily depends upon the Eurozone’s macroeconomic figures, and in 
particular those of Germany – a key trade partner of the Czech Republic.   

Trade surplus hit a record level of USD 16.3 billion (8.6% GDP), partially owing to measures taken by the Czech 
National Bank (CNB) to weaken national currency in order to increase price competitiveness of Czech products. 
Current account surplus reached 0.2% GDP at the end of 2014 (compared to the deficit of 1.4% GDP reported in 2013). 
Current account is forecasted to return to deficit in 2015, but it will remain within the limits of 1% GDP. Net exports 
will carry on their positive contribution to GDP growth, however, internal demand will remain a driving force behind 
the economic growth. Capital investments will carry on their growth, adding on average more than one percentage 
point to GDP growth rate annually. 

An average wage continued its moderate growth in 2014 (2% year on year) reaching CZK 25,686 (USD 1,014). Real 
average wages grew by 1.4% in private sector, public sector saw wages grew by 3.3% year on year. Slow wages growth 
in private sector, which contrasts the high figures of industrial production and exports, demonstrates that Czech 
companies utilize their additional funds to create new jobs. This is confirmed by unemployment figures, which at the 
end of 2014 shrunk by more than 1%. Further growth of wages and employment combined with a nearly-zero inflation 
and low oil prices in 2015 will positively affect household expenses and, therefore, boost domestic consumption.  

Falling food and fuel prices on global markets amidst moderate wages growth within the country will suppress 
inflation in 2015-2016 and hold it below targeted value of 2% set by the CNB. Average inflation rate in 2015 will dwell 
at 0.2%.   

The CNB will continue its policy of currency interventions to maintain Czech Krona at 27 CZK/1 EUR.  

Banking sector 
In 2015-2016 Czech banking sector will remain one of the region’s most stable systems. Despite moderate figures of 
private sector lending at the end of 2014, 2015 is expected to see the revival of lending activities against the 
background of internal consumption growth. In 2015 lending growth will reach 6% (compared to 4.8% at the end of 
2014), and in 2016 it will reach 6.5%. Loan portfolio growth will surpass asset growth by 5.5% in 2015.  

Low interest rates became a key factor behind growth of lending against the background of a favourable monetary 
policy applied by the CNB. This positively influenced mortgage market, which is expected to become a key driver for 
growth, because mortgage lending accounts for 45% of the total amount of consumer lending, which, respectively, 
accounts for 57% of the private sector’s loan portfolio.  

In terms of structural stability, Czech banking sector is able to retain sustainability even amidst a negative economic 
scenario. The latest stress tests performed by the CNB in 2013 showed that, even in the case, when a three-year 
recession triggered by deflation occurs, core capital average would significantly exceed a minimum of 8%. Besides, 
NPL indicator for Czech banking sector at 4.2% is the lowest in the region. Loan-to-deposit ratio, which reaches 0.7, 
indicates that lending is performed on the account of internal depositary base and, therefore, reduces the 
dependence upon external finance and external shocks.   

4 Source hereinafter, if not stated otherwise -  Economist Intelligence Unit, Views Wire, April 2015; Business Monitor International, Czech Republic -  Country 
Risk Report, Q2 2015. 

                                                           


