Main trends

· 2008
 was the year of extraordinary wobbles subsisting in dramatic and intensive changes of the Czech economy growth rate, the impact of the GDP components of supply and demand sides on the growth in individual quarters and in unseen changes of their dynamics. Entirely rare were consequences of changes in price development (impacts of consumer inflation on household consumption, rapid changes of oil prices in the world markets, wobbles of the CZK exchange rate and price development in external trade).

· The beginning of 2008 for the Czech economy was affected by the trend started in the latter half of 2007 when the GDP growth slowed down after the previous big growth in 2006. Over 2008 the aggregate output of the Czech economy worsened markedly. The growth of GDP
 decelerated gradually to increase in Q4 by only 0.2%.

· In 2008 marked structural changes on the demand and supply side of the economy were recorded, especially transfers of the demand influence (domestic final expenditures and external economic operations) on GDP and, simultaneously, conflicting changes of price levels in domestic and foreign markets were reported. 

· The Czech economy reflected more than ever that the European and world economic climate aggravated compared to the previous years. Foreign markets showed losses of national work due to unfavourable terms of trade (CZK 55 billion compared to profit amounting to CZK 33 billion in 2007) and an increased outflow of net primary income abroad. 

· Internal imbalance markedly improved y-o-y (balance of the state budged/GDP was 0.5% against 1.9% in 2007); upon revision of the balance of payment the external imbalance remained more or less the same, y-o-y (balance of payment current account deficit /GDP was –3.1% compared to –3.2%).

· In terms of structure the year 2008 was characterized by changing influence of individual GDP components on final growth. 

· while in the first quarters the external trade played the leading role in the Czech economy (net exports represented four fifths of growth), over the whole year its influence weakened to almost two thirds while in Q4 the final y-o-y growth of economy slowed down to almost 2/3 when in Q4 the y-o-y growth of economy decreased (-1.1 p.p.),

· final consumption expenditure thereby strengthened its influence (from more than a one fourth contribution to the GDP growth in Q1 and Q3 to almost one half of the total economic growth in 2008),

· the gross capital formation decelerated the GDP growth in 2008, which became obvious as early as in Q1-Q3.  

· The drop of industrial production in Q4 almost completely eliminated its growth in the previous quarters (+0.4%, y-o-y); similar growth rate was reported for construction output (0.6%).

· The Czech Republic procured direct foreign investment in the amount of CZK 182.8 billion (by CZK 29 billion less compared to 2007) and, by contrast, the Czech companies invested in abroad the amount of CZK 32.4 billion; the volume of dividends amounted to CZK 159.9 billion and exceeded the volume of reinvested income (CZK 125 billion).

· Inflation rate (6.3%) reached its highest values over the last ten years, the inflation differential to EU27 increased; export prices fell faster that import prices – external trade was negatively affected by terms of trade.

· Total employment exceeded 5 million persons with quarterly deceleration of growth rates, from Q3 the number of job vacancies began to tumble; real wages increased (+2.1%) showing the smallest growth over the last ten years.

· Deposits of companies with the banks dropped dramatically, by contrast, households savings showed the biggest figures since 2002; the y-o-y growth rate of credits provided to companies and households decreased by 10 p.p.; dynamics of money supply in the economy fell to reach 50% of its original amount. 

· The state budget deficit in the amount of CZK 19.4 billion was the lowest since 1997 with the decelerating growth rate of income and absolute drop of total budget expenditure.

� If not indicated otherwise the evaluated period is the whole year 2008.


� The data about GDP and its components are not seasonally adjusted.
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