Main trends 

· In first three quarters of 2008
 the GDP
 growth slowed down year on year in real terms from 6.0% to 4.5%, nevertheless the summary economic position of the Czech Republic in respect to EU obviously strengthened in that short period of time.

· The slowdown of economy was accompanied particularly by changes in external economic relations (particularly significant slowdown in the growth of import and export of goods) and by conflicting changes in price levels on domestic and foreign markets (particularly a faster growth of consumer prices compared to those of industrial producers and a bigger drop in export prices compared to import ones). Changes in the structure of the gross domestic product were as follows:

· while in the same period of 2007 the decisive factors for GDP growth were spendings by household on final consumption and creation of gross capital, the decisive factor in 2008 was the net export;

· although the dynamics of household expenses was nominally faster than a year ago, in real terms it significantly slowed down; its contribution to the GDP growth was less than one half of that in the same period in 2007;

· while the overall creation of gross capital remained the same in comparison with the previous year, the growth of expenses on fixed capital was the fastest one from the expense items and its contribution to GDP was only a little bit smaller than that of the final consumption; the creation of inventories significantly dropped year on year and it had a negative impact on the GDP growth.

· The significant contribution of new export to the GDP growth was overshadowed by the unfavorable development of foreign trade prices and by an increased outflow of the primary income abroad – the bigger decrease of export prices compared to import prices and the significant aggravation of the exchange rate relations resulted in a major devaluation of the national work on foreign markets. 

· Based on the current account deficit the external balance deteriorated, despite the record surplus of performance balance which resulted from the historically best outcome of the trade in goods and from significant improvement of the trade in services.

· The slowdown of economy was accompanied by an year-on-year employment increase and the GDP growth was therefore more labor-intensive – the increase in the employment accounted for slightly less than one half of it (the employment grew due to the increase in the number of persons in productive age and due to the inflow of workers from abroad); the total share of wages on GDP was relatively low, in comparison with the growth of gross operating surplus and of mixed income their dynamics was slower in real terms.

· The growth rate of industrial production in the individual quarters, without seasonal influences, decreased when compared to previous quarters, while the new orders decreased, particularly from abroad; on the contrary, the growth trend in the building production kept growing in each of the quarters.

· According to the conjunctural research conducted by the Czech Statistical office (ČSÚ), the confidence in the economy gradually decreased, particularly in the business sector.

· In comparison with previous years the price development was characterized by a significantly higher consumer inflation, which after a surge in fall of 2007 and at the turn of the year decreased only very slowly, and also with a significant aggravation of the exchange rate relations.

· Emission of new credits to households and particularly to businesses in the first three quarters decreased year on year, however, in the total balances it meant only a slowdown of the growth; in respect to deposits, the period of the three quarters was characterized by significant volatility of the year-on-year increases, the biggest one since the currency crisis in 1997; the supply of money in the economy grew faster than the nominal GDP.

· The state budget was in surplus for the third year in a row; the income tax from legal persons grew nearly three times faster than the total receipts.






� If not indicated otherwise the evaluated period is the first three quarters of 2008.


� The data about GDP and its components are shown without seasonal influences.





