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Economic Briefs

The Czech economy grew 6.1% in 2006. This tied the country’s previous record, set in 2005. Analysts had expected 5.9% growth for 2006, and still expect a small slowdown this year.

A total of 30,105 new cars were sold in the first quarter of the year, an increase of 9.2% on the previous year. Skoda continues to bestride the country, with a 39% market share; its closest competitors are Renault, with 6.45%, and Volkswagen, with 5.7%.

Merrill Lynch has predicted that wholesale electricity rates for 2008 could rise as much as 25% compared to this year. For households, this could mean an 8% to 10% rise in prices. Because of this prediction, Merrill Lynch has listed Czech energy giant CEZ as one of its recommended energy investments. 

The net income of Czech newspapers and periodicals from advertising rose 10.8% last year to 8.5 billion CZK ($411 million), according to a survey conducted by PricewaterhouseCoopers. The survey polled 14 publishing houses, including the eight largest in the country. Since 2001, press advertising revenues have grown 42.8%. 

The Labor and Social Affairs Ministry has announced that the unemployment rate for March was 7.3%, down 1.5 percentage points from last March and the lowest since 2004, when the ministry began using a new calculating methodology. Prague had the lowest unemployment, at 2.6%; Most, north Bohemia, had the highest rate, at 18.3%. 

The amount of power generated by Czech wind farms has grown some 40% year-to-year. The growth has been buffeted by extremely windy weather blowing steadily from the west. Wind farm operators are convinced this shows that turbines provide a viable power alternative for the country.

The green tax on energies that the government will impose is expected to boost public revenues some 4.3 billion CZK ($208 million). Environment Minister Martin Bursik has said he expected tax revenue would come in at 3 billion CZK ($145 million) a year.

Bear Stearns has upgraded its rating of the Czech Republic from “underweight” to “market weight.” The country benefited from strong earnings estimates for 2007 and 2008, and also from its move toward public finance reform. Companies rated favorably by the firm include the Orco Property Group and CETV.

The Industry and Trade Ministry will propose a system of green cards for foreigners already living in the country seeking to work legally. Applicants for the cards will have to be skilled — preferably with medical or technical training — and hold two-year work contracts. Previously, such contracts were required before workers entered the country.

The Prague airport cleared 2,343,599 passengers in the first quarter of the year, a year-on-year growth of almost 16%.
The ATM withdrawal fee charged by Czech banks to their own customers was voted the most absurd bank fee in the country in an annual survey by Bankovnipoplatky.com. ATM fees took 37.5% of the vote, followed closely by monthly account fees at a flat 37%. 

Nearly 600,000 people visited Czech spas last year, an increase of 19% over 2005. Germans were the most frequent visitors, with 188,000 guests, followed by Russians, Austrians, Americans and Ukrainians. Spas in west Bohemia, which experienced the highest growth, saw visits from foreigners increase 40%.

The natural gas market became completely deregulated April 1. The move is largely symbolic, as most households and businesses cannot choose between suppliers, the largest of which is RWE Transgas. The average cost of gas is expected to increase 0.5%.

Japan has agreed to buy up to 20 million metric tons (22 million short tons) in carbon emissions from the Czech Republic. The emissions would be sold under the carbon trading system stipulated in the Kyoto Protocol. The Czech Republic has promised to use profits from the deal to fund environmental projects such as renewable energy.

The Temelin nuclear power station in southern Bohemia should produce 12.4-12.5 terawatt-hours of power this year, roughly the same amount year-on-year.
Last year the average gross monthly wage in the Czech Republic increased by 1,226 CZK ($56) to 20,211 CZK ($981). In a y/y comparison, this represents an increase of 6.5%. Real wages, with inflation taken into account, increased by 3.9%. According to analysts, the wage-growth rate is healthy and is not endangering the economy's competitiveness thanks to increasing labour productivity.

The European Commission fined the Czech Republic 12.3 million euros ($17 million/346 million CZK) for the stockpile of agricultural products it stored up before European Union accession. The country exceeded its quotas for meat, fruit and rice. The Agriculture Ministry said there was no proof that the country held food and vowed to fight the decision.

The Czech Republic posted a 13.6 billion CZK ($659 million) trade surplus in February, an 8.8 billion CZK  ($426 million) rise year on year and the largest surplus in the country’s history. The growth was supported by auto and electronics exports, while the mild winter limited gas and oil imports.

Work has begun on the second phase of the government’s electronic toll system for commercial vehicles. This will expand tolls to major two-lane highways. Plans for the third and fourth phases, which will expand tolls to regional and local roads, are under way.

More than 782,000 new computers were sold in the Czech Republic last year, up by 24.6% on the year.

The consumption of medicines in the Czech Republic in 2006 dropped by 4.1% year-on-year by number of packets, the biggest fall in the last five years, and by 0.5% in financial terms.

Czechs still have 4.3 billion CZK ($208 million)  in anonymous deposit books with Ceska sporitelna. The accounts, which are owned by whoever happens to be holding the official deposit book, have to disappear by 2013 thanks to a law aimed at reducing money laundering. No interest has been paid on those accounts since 2003.

The gap between the Czech Republic’s highest and lowest earners is growing, according to statistics by the Organization for Economic Cooperation and Development (OECD). The Czech Republic — as measured by the Gini coefficient, a number in which zero represents total economic equality — scored 26 in 2006, up from 25 two years ago. The OECD average is 31.

A study by the Dutch firm SEO predicts that the Czech Republic will be short 1.5 million workers by 2050, which will be the worst labor shortage in the European Union. The cause is the country’s rapidly aging population, and the only solution will be increased immigration.

Low-cost airlines are taking a bigger share of the increasing traffic at Prague’s Ruzyne Airport. Budget airlines accounted for one-fifth of the 11.5 million passengers who passed through the airport last year. Carrier easyJet alone transported nearly 814,000 last year. SkyEurope came in second, with nearly 300,000 passengers.

The Czech Republic will see some 6.7 million foreign tourists this year, up 3% against 2006. An increasing number of visitors will see regions outside of Prague, and the number of Russian tourists will increase the fastest this year. Spending by foreign tourists should hit 112 billion CZK ($5 billion).

The number of cars on Czech roads grew by almost 150,000 in 2006 to reach some 4.1 million. The average age of Czech cars remained steady, at nearly 14 years. The share of new cars reached 3.13% in 2006, against 10 percent to 12% throughout the EU.

The sale of the state-owned Letiste Praha airport may bring 65 billion CZK ($3 billion) if it compares favorably to other airports in the region. The government plans to turn the airport into a joint-stock company this year and sell it in 2008. Several multinational companies have expressed interest in purchasing the airport.

This year the Czech Road and Motorways Directorate plans to begin operating 73.7 kilometres of new roads and highways worth more than 35 billion CZK ($2 billion). The directorate's priority is to complete the highway network by 2013. The Czech Republic currently has roughly 640 km of highways and will have 948 km when the network is completed. 

The foreign trade surplus reached its highest level on record in 2006, hitting 47.3 billion CZK ($2 billion). The surplus was buoyed by a record year for car exports. Exports grew by 14.6% year-on-year to 2.1 trillion CZK ($102 billion). Exporters had had to cope with a firming crown and growing fuel and gas prices.

Czech breweries produced a record 19.8 mil​lion hectoliters (514.5 million gallons) of beer last year, a 3.8% increase from the previous year and an all-time record. Domestic consumption remained level at 158 liters (170 quarts) annually per person, the highest average in the world, while exports grew 14%, to 3.5 million hectoliters. 

The European Commission has announced that Czech food producers can no longer use the name “pomazankove maslo” for a domestic butterlike spread. Under EU regulations, products labeled butter (maslo in Czech) must contain 39% dairy fat, and pomazankove maslo, at only 34% dairy fat, falls short.

The Railway Infrastructure Administration has finalized plans to build a 24.7-kilometer (15.3-mile) tunnel on the train route between Prague and Plzen, west Bohemia. While expected to significantly reduce the commute time between the cities, the project will cost 30 billion CZK ($1 billion), 10 billion CZK ($484 million)  more than expected. Construction should begin in 2010 or 2011.

The Czech Republic is the leading CEE country in terms of the popularity of golf. More than half of the region’s golfers, specifically 57%, are from the Czech Republic. The country is unique in this part of Europe not only in the number of registered golfers (over 23,000), but also in that it has the most golf courses. Since 1990, the number of courses here has experienced an eightfold increase to the current 68. The CEE region has a total of 134 golf courses, which represents 2% of the total number of courses in Europe.

Year in Review:  the Czech Economy in 2006
The Czech economy experienced another favorable year in 2006.  Economic growth remained near 6 percent as it had in 2005.  In fact, the growth rate was 2.1 times higher than the EU average. Inflation increased only slightly and unemployment declined. Further, the balance of trade was the best since the country’s independence. Hence, this continued growth narrowed the gap in the economic standard between the Czech Republic and the most developed EU countries.
As in 2005, last year’s economic growth within the Czech Republic rested on solid ground.  Whereas the 2005 GDP growth was primarily due to increasing exports accompanied by a noticeable improvement of the balance of trade, the 2006 growth was based mainly on domestic demand, specifically on investment followed by household consumption.  A decline in unemployment coupled with the rise in real incomes was partly responsible for the improvement in the consumer mood.  There is an increasing indebtedness of the population, but households still prefer mortgages to consumer credits. Expected economic growth of 6 percent was also due to foreign trade, but not as much as the previous year.

Moreover, the economic recovery of the EU countries coincides with the favourable performance of the Czech economy in recent years. Exports to the common market are increasing at a two-digit rate. Last year’s increase in exports to the common market was mainly due to machinery and transport equipment.  The most succesful Czech export commodity on the EU market were road vehicles.  

Although the economic growth in 2007 is predicted to be lower and inflation slightly higher, it should be a favourable year once again. In summary, the Czech economy is doing well and its potential continues to soar.  It’s only serious problem is the long-term deficit in public budgets, which is delaying the introduction of the EUR. 

INVESTMENT BRIEFS

Foxconn Electronics plans to build an LCD display factory in Kutna Hora, central Bohemia. The factory could employ up to 5,000 people. Foxconn has not yet made an official announcement on where its factory will be built.

The Kolin-based carmaker TPCA – Toyota Peugeot Citroen Automobile – is celebrating the fifth anniversary of its establishment and two years since the start of full production with full capacity of 300,000 cars annually. The TPCA joint-venture project is currently the largest completed foreign investment in the Czech Republic. According to economists’ estimates, TPCA con-tributed 1.5 – 2% to GDP growth of the Czech economy in 2005, which is also due to the fact that 80% of its components are sourced locally.
The Chinese consumer electronics manufacturer Changhong has officially launched production of televisions at its facility in Nymburk. The company invested $15 million  (309 milion CZK) in opening the plant and launching production. It also has plans to build an innovation and development centre in Nymburk. The firm is planning to produce up to 1 million TVs per year and intends to expand both production and its product line in the future to include computers, refrigerators, mobile phones, and air-conditioning units. 

The Italian cast-alloy wheel manufacturer Cromodora Wheels will build a production facility in the Mosnov industrial zone. Annual production is to be in excess of 310,000 wheels. In the first phase, the firm will create more than 90 jobs in Mosnov. It will supply its products to the Hyundai plant in Nosovice and the Kia plant in Zilina. The total investment could reach 1  billion CZK ($48 milion).

The Japanese firm Nitto Denko will build a facility for the production of foils for LCD monitors in the Cernovicka Terasa industrial zone in Brno. The facility should employ more than 80 people in 2008 and twice this number over the following two years. The total investment should exceed 700 million CZK ($34 milion) in the next three years.

The Czech company ZAT has built a new development centre at a cost of 100 million CZK ($5 milion) in Plzen. ZAT will transfer its hundred-member development team to the new centre, which is focused mainly on the development of control and automation systems for nuclear and conventional power engineering. 

At the beginning of this year, the company D.S.K. announced that in Teplice it would conduct research and development of further versions of combustion units for using all types of biomass and waste in the production of energy from renewable resources. The firm is investing 77 million CZK ($4 milion) and is creating 50 new, specialised positions. 

ELCOM, which employs 19 specialists in de-velopment and production of automated measuring, control and testing systems for various fields of industry, is planning to invest nearly 50 million CZK ($2 milion) in the Ostrava Science and Technology Park. 

South Korean auto body part manufacturer Sungwoo Hitech will build a new stamping shop and a new welding shop on its grounds in the Ostrava-Hrabova industrial zone. The new facilities will allow the firm to double its production capacity to 600,000 auto body sets; the firm will also double its existing employee base of 800, 750 of the new employees will work in production.

Skanska Property has plans to build an administrative building worth roughly 400 milion CZK ($19 milion) in Ostrava. The Nordica property will offer more than 12,000 m2 of office space. The firm expects to begin construction this August.

The Czech branch of Korean firm Dymos is preparing to build a facility for the production of automobile seats in North Moravia's Nosovice in May. The firm expects to launch production in October 2008, when its customer, Hyundai Motor Manufacturing Czech, is also expected to begin production. Dymos will invest roughly 850 million CZK ($41 milion) in Nosovice and employ 430 workers once the plant is fully operational in 2011.
The American company Briggs & Stratton, which produces motors for garden equipment, has opened its first European factory in Ostrava’s Hrabova industrial zone. Within five years, the plant should turn out one million motors annually and employ up to 250 people. The planned total investment in the plant, which will supply the whole of Europe, is $24 million (495 milion CZK).

The Czech company SQS Vlaknova optika is responding to the growing trend of data transfer via the internet by expanding its plant in Nova Paka, in which it will produce components for optical transfer systems of computer networks. Expansion of the plant, which currently employs just under 300 people, should result in the hiring of several times as many new employees, particularly univer-sity-educated specialists. 

The Year of THe Largest Foreign Investment in the Czech republic

In 2006, the governmental CzechInvest Agency mediated a total of 176 investment projects worth $4.6 billion (95 billion CZK).  The number of projects and the volume of investment were a record in the Agency’s history.  In comparison with the previous year of 2005, the increase accounted for 25 companies and $2.5 billion (52 bilion CZK).  These projects should create at least 34,824 jobs in the next years.  

Most projects and the highest investment worth $2.2 billion (45 bilion CZK) went to the Moravia-Silesia Region.  The second largest sum in the amount of $0.6 billion (12 bilion CZK) was invested in the Usti Region. These two areas rank among those hit by the most serious structural problems. 

As one half of the ten largest projects that the agency worked on were expansions, one may surely presume that investors are doing well in the Czech Republic, they want to develop their activities further and certainly do not intend to leave the country. 

Infosys technologies expand into the Czech Republic

Infosys Technologies (NASDAQ: INFY) announced the expansion of its nearshore facility in Brno, Czech Republic. Infosys has set up a 400-seat facility to provide BPO as well as additional IT service capacity to its clients in Europe. With existing nearshore Development Centers in Swindon, UK, Germany and Mauritius, Infosys continues to increase its strategic global sourcing capabilities to suit clients in the Europe, Middle East and Africa regions. 

The President of the Czech Republic, His Excellency Vaclav Klaus, inaugurated the new centre of Infosys BPO, the outsourcing subsidiary of Infosys Technologies Ltd. President Klaus was given a tour of the facility before he addressed guests and Infosys employees. 

The company’s chairman emphasized that the city of Brno offers access to a highly skilled, multilingual talent pool.  As the company had opened its center in Brno two years ago, its relocation to a high-capacity facility is a reflection of its rapid and successful growth in the Czech Republic. 

The Czech Republic proves to be an attractive destination for Indian companies thanks to its strategic position as a gateway to the European markets.
companies and businesses
Microsoft has announced that its Czech operation is the best of the firm's 103 branches worldwide. The Czech Republic was followed by Ireland and Russia in the assessment of the company’s overseas operations for the first half of the 2007 fiscal year. Microsoft conducts the assessment every six months according to a range of criteria including, for example, per capita income, growth and the firm’s efficiency. The Czech branch’s high ranking is also the result of the opening in Prague of Microsoft’s first technology centre for the support of mobile technologies. 
Siemens and Eltodo have won a contract worth 156 million euros ($205 million/4 billion CZK) to modernize the traffic infrastructure of Prague. The project will last 15 years and equip the city with 10 traffic control centers, each connected to a central computer that, from 2010 onward, will allow dynamic control of traffic lights based on congestion. 

French insurance company AXA plans to expand its offerings to Czechs beyond life insurance to include car, house and liability insurance. The firm also introduced five new mutual funds for its pension clients. AXA entered the Czech market through its recent purchase of the Swiss firm Winterthur.

Skoda cars will be sold in Australia beginning this October, the Web site www.carsguide.com.au. The company’s full line will be distributed by Volkswagen Group Australia. Škoda had hoped to enter Australia last year but was delayed by pricing issues and lack of consumer awareness.

Anheuser-Busch has won a recent case against Budejovicky Budvar. An Italian appellate court affirmed Anheuser-Busch’s control of the Budweiser trademark in Italy, canceling Budvar’s three trademarks in the country. The court also ruled that Budvar could not use Budweiser as a protected geographic indication in Italy.

Czech brewer Budejovicky Budvar won a trademark dispute against US brewing giant Anheuser-Busch as the European Comunity Trademark Office rejected Anheuser’s application for registration of the trademark Budweiser in all EU countries. Over the past six years, Buvar and Anheuser have been involved in 86 disputes, of which 69 were won by Budvar, 12 by Anheuser and 5 had no winner or loser. Budvar is the third biggest brewery in the Czech Republic and a major exporter of beer. It is also the last state-run brewery in the country.

Prima TV won the rights to broadcast the 2008 Euro soccer tournament. The station will become the first Czech commercial channel to air a major international sporting event. All other international events had been broadcast by the public Czech Television. The terms of the deal were undisclosed.

National air carrier Czech Airlines (CSA) was Europe’s second most punctual airline in 2006, behind Romania’s Tarom. Nearly 85% of CSA flights left on time, compared to a European average of 78%. The airline ranked 20th in 2003. 


Mittal Steel Ostrava will dismiss 1,000 employees this year, as part of its ongoing efforts to cut labor costs. Three years ago, the company had 11,000 employees; by the end of 2008, it will have 6,500 employees.
Deutsche Borse officially opened its Czech IT development centre. The Prague-based Deutsche Borse Services s.r.o. is 100% subsidiary of Deutsche Borse, one of the largest exchange organisations in the world. The new centre will be contributing to the software development of the trading and clearing systems of Deutsche Börse Group. The Czech branch currently employs 40 software developers, it aims to hire 150 IT experts by the end of 2008.
CSOB saw its 2006 net profit drop 8% year on year to 9.5 billion CZK ($436 million), amid accusations of accounting irregularities levied by the Czech National Bank (CNB). The CNB called on CSOB to include in its income potential losses from the acquisition of IPB Bank, which could reach 5.6 billion CZK ($272 milion), and revise its income statement downward by several billion crowns.

Pharmaceutical producer Zentiva netted 2.2 bilion CZK ($107 milion) last year, up 17.3% against 2005, and its total net sales grew by 18.3% to over 14 bilion CZK ($680 milion).  Sales in the Czech Republic, however, decreased by 4.5 percent to 5.09 bilion CZK ($243 milion).

Gas and oil company Moravske naftove doly (MND) extracted 16% less oil in 2006 than in 2005. MND drew 287,000 cubic meters (10 million cubic feet), its lowest total since 2001. Natural gas extraction grew to 101 million cubic meters in 2006.

Czech coal company OKD and the Polish group Jastrzebska spolnota weglowa may collaborate on reopening the former coal mine Morcinek on the Czech-Polish border. The mine was closed in 2000, and still has some 250 million metric tons (275.6 million short tons) of high-quality coke left in it. Similar plans were proposed in 2002 and 2004.

State-controlled energy giant CEZ approved a record dividend payout of 20 CZK (97 U.S. cents) a share at the company’s general meeting this month. The company’s dividends will total 11.8 billion CZK ($573 million), two-thirds of which will be paid to the government and used for infrastructure. The dividend payout is already reflected in this year’s budget.

A Polish court has canceled the sale of the bankrupt soda company Hellena to Kofola. The court found Kofola’s 125 million CZK ($6 million) bid too low. Hellena’s assets are valued at 949 million CZK ($46 million), about equal to its current debt. Kofola also has a pending merger with Hoop, Poland’s third-largest soda company.

The Anti-Monopoly Office (UOHS) has ruled that a contract amendment signed between the Transportation Ministry and Kapsch in mid-2006 is illegal. The case will have to be settled by a court. Kapsch is installing the country’s highway e-toll system.

RWE Transgas will have to return hundreds of millions of crowns to customers. The warm winter weather has kept demand low for gas, deflating prices below estimates set by the company. 

The Finance Ministry has threatened to revoke Fortuna’s gaming license following the company’s efforts to launch an online gambling service in Malta that would serve the Czech Republic. It is illegal for Czech companies to offer online gambling, though estimates put the local online gaming market at 4 billion CZK ($194 million).

Skoda Auto’s redesigned Fabia model, introduced in March in Geneva, began shipping at the end of March. The basic model costs 249,900 CZK ($12,000), while the deluxe Elegance configuration costs 469,000 CZK ($23,000). Skoda expects to sell 34,000 new Fabias to Czechs this year.

The PPF group is looking to sell a minority share of its profitable insurance company Ceska pojistovna. The insurer made a record profit of 8.3 billion CZK ($403 milion) last year. Four buyers are believed to be interested, including the French insurer AXA, the banking group KBC and German insurer Allianz.

State-owned brewery Budejovicky Budvar will be transformed into a joint-stock company next year as a first step toward privatization. Agriculture Minster Petr Gandalovic announced the move on a tour of the brewery. Budvar is the last state-controlled brewery.

Daikin’s plant at Cernovicka terasa in Brno will employ an additional 200 people this year. From September, the plant will operate in three shifts at full production capacity. A year after its opening, the firm employs 585 people. Last year it produced 380 thousand air-conditioning compressors worth CZK 750 million; production will nearly double beginning in September. By 2011, the firm plans to expand in two additional phases, eventually employing up to 1,200 people. 

The world-famous fashion brand Giorgio Armani may have its suits made at Czech clothing producer OP Prostejov which has already prepared a trial order for the Italian company.

Lesy CR canceled 6 billion CZK ($291 milion) worth of controversial tenders. January’s windstorms damaged two-thirds of the country’s lumber crop, which these tenders did not reflect. Less & Forest, which held 60% of the tenders, plans to complain to the European Union’s anti-trust agency about the decision.

The government plans to review the distribution deal signed between Budejovicky Budvar and Anheuser-Busch. Under the deal, Anheuser-Busch will distribute Budvar in the United States under the name Czechvar. The state is concerned the deal could harm revenues gained from Budvar’s eventual privatization. 

The shareholders of the defunct bank Agrobanka Praha voted to declare bankruptcy and begin selling off the firm’s assets. The shareholders are seeking 850 million CZK ($41 million) in compensation from GE Money Bank, which took over a large stake in the bank in 1998.

Skoda will introduce a FlexiFuel model of its Octavia sedan in Sweden later this year. The car will run on 85% bioethanol. The company also introduced the prototype of an Octavia that runs on liquefied natural gas, which it hopes to introduce to domestic and foreign markets in the future.

RE/MAX plans to expand its total number of offices from 33 to 150 within three years, making it the largest real estate company in the country. The company plans to hire 750 new agents and will open a real estate academy in the country.

The Czech Republic lost an arbitration case to Eastern Sugar and owes the company 700 million CZK ($34 milion). Eastern Sugar, the second-largest Czech sugar manufacturer, filed the case in 2004, complaining about the country’s unfair practices in reducing the company’s sugar quotas. The government is still deciding whether to appeal the ruling.

Starbucks has signed a preliminary joint-venture agreement with AmRest, the operator of KFC, to open Starbucks coffee shops in the Czech Republic, Hungary and Poland. Negotiations are expected to last until the summer, with the first cafes slated to open next year.

GE Money Bank attracted 20,000 new customers over the first month of its new promotion, half of whom opened accounts that used GE’s new flat monthly charge, covering fees and common transactions. Analysts say other banks will have to respond, or they risk losing customers.

Skoda Auto plans to hire more than 3,000 new employees at its manufacturing plant in Vrchlabi, north Bohemia. The plant will produce 1,000 cars a day, up from its current level of 150 a day. The expansion should begin in December and be finished by 2009, and is still pending government approval.

Pharmaceutical company Zentiva will purchase a 75% stake in the Turkish firm Eczacibasi Generic Pharmaceuticals. At some 12.9 billion CZK ($625 million), the deal is the largest foreign investment ever made by a Czech company. After the pact is finalized, Zentiva will become Turkey’s third-largest pharmaceutical company.

Czech Airlines lost 397 million CZK ($19 milion) last year, 99 million CZK ($5 milion) less than in 2005. The airline’s performance was boosted by a 4.7% growth in passengers. The company plans to net a profit of 42 million CZK ($2 milion) this year.

Czech police are investigating the disappearance of 114 million CZK ($6 milion) from Ceske drahy, the state-owned railway company. The company lost the money during a debt settlement involving the company Michin, which has since gone bankrupt and had several “stooges” appear on its payroll before it did so.

REWE/Billa has changed plans and will not immediately close any Delvita supermarkets once it has taken over the chain. Where Billa and Delvita shops are located close to each other, the company will monitor the performance of each store, deciding then if either should close. Delvita’s selection of products also will not change.

Czechs and Taxes

Beginning in 2008, the Czech government plans to introduce a 15 percent flat tax on personal income.  It shall be calculated from the so called rough pension, i.e. including health and social security. The 5 percent Value Added Tax (VAT) that affects food stuffs, services, new dwellings and transportation should rise to 9 percent.  The government would like to lower maternity and sick leave and pay parental support differently. Excluding pensions, social benefits should not be automatically adjusted and, hence, the government treasury should save additional billions.  This proposal takes under consideration the gradual lowering of taxes for firms from the current 24 percent to 19 percent by 2010. Less popular is the intent to establish regulatory taxes in health care. As the majority of the government coalition is very tight, a strong battle about each single item of the bill is expected. The Prime Minister Topolanek has already announced that it will be a crucial vote in regards to the future of actual government.

Economic Policy Brief
The Czech Republic should be able to adopt the euro by 2012. The Czech Republic originally planned to adopt the currency by 2010, but was forced to delay the move due to a high public finance debt.

The Cabinet has approved a plan charting the public finance reforms necessary to lower the country’s deficit. The plan acknowledges that the deficit will be at 4% this year, rather than 3.3%, and sets a path to lowering the deficit to 2.3% by 2010.

The Cabinet agreed to increase farm subsidies taken from EU funds to 10 billion CZK ($485 million) this year, up from 8.8 billion CZK ($426 milion) last year. Domestic funds will provide another 7 billion CZK ($339 milion) in payments. Farmers now receive subsidies equal to 70% of those paid to farmers in the EU 15.

The Czech Finance Ministry expects this year's public finance gap at 138.4 billion CZK ($7 bilion) or 4% of the GDP. The new forecast is in line with the target set in the 2006 Convergence Programme and 0.7 points higher than expected in the 2005 Convergence Programme. The ministry expects the Czech public debt to reach 1,074.2 billion CZK ($52 milion) this year, or 31% of the GDP. The euro adoption criteria set a ceiling at 3.0% of GDP for public finance deficit and 60% of the GDP for public debt. 

R&D:  Czech scientists share in the Descartes Prize
This year, the European Commission's most prestigious scientific award – the Descartes Prize – was awarded to the HESS Project, whose inter-national team of scientists from seven countries includes Prof. Ladislav Rob from Charles University's Faculty of Math-ematics and Physics, as well as his graduate student Dalibor Nedbal. The aim of the project is to discover the origin of gamma rays, a type of cosmic ray with a million times more energy than visible light, involved setting up of complex telescopes in Namibia, where the world's largest observatory of this type is located.

the czech PUlp and paper industry
The pulp and paper industry is one of the most forward looking branches of the Czech manufacturing industry, with a good environmental record.  The Czech production is based on renewable raw materials (wood mass) and secondary raw materials (waste and scrap paper), mostly of Czech origin. Its products are used in all the other branches of the manufacturing industry, particularly printing. The industry’s high energy consumption is partly offset by its us of renewable sources (mainly biomass). Currently this environmentally friendly method of biomass incineration covers approximately one-fourth of total gross energy consumption. 

In relation to the European Union, Czech enterprises within this branch account for approximately 1 percent of total EU output.  

In terms of investment, between 2000 and 2006, material investments amounted to around 105 million EUR ($143 million, 3 bilion CZK) a year. Of said figure, investments in machinery and equipment amounted to approximately 88 million EUR ($120 million, 2 billion CZK).  The volume of direct foreign investment in the pulp and paper industry in 2004 was worth approximately 776 million EUR ($1 billion, 22 billion CZK) or 10.7 percent more than in the previous year. 

Survey  of Successful Firms Operating in the Pulp and Paper Industry

Norske Skog Steti, a.s.:  It is the world’s second largest printing paper manufacturer with 23 enterprises in 15 countries.  Newsprint is their only product with annual production capacity of 130 000 tons of newsprint of 48.8g/sq.m basis weight.  www. norskeskog.com

Model Obaly, a.s.:  It makes packing from corrugated, back-up and smooth paperboard.  The company has wide technological possibilities, such as five-colour flexographic printing, six-colour offset printing, refining technologies, e.g. foil embossing, relief embossing, slotting, pasting-in metallic tear-off saws, hybrid printing, FX metal printing, etc.   www.modelgroup.com
JIP- Papirny Vetrni, a.s.:  It is a traditional paper manufacturer.  Its portfolio of products can be divided into two groups: printing and wrapping paper.  In the area of printing paper, JIP focuses on magazine paper of SC-A quality, with an output of 50,000 tons a year. In the area of wrapping paper, JIP supplies a wide range of bleached, unbleached, fat-proof, and speacial paper, althogether 30,000 tons a year.

www.jip.cz
EMBA spol, s.r.o.: The company specializes in the manufacture of smooth paperboard which it makes on two automatic paperboard machines.  One half of the paperboard is sold in the form of sheets and the other half is processed into card board products and folders.  www.emba.cz 

THIMM Service, k.s.:  It provides a wide range of specific services, such as gluing, packing, palletisation, etc.  It participates in the develoopment of packing design and packing.   www.thimm.cz
Exhibitions and Trade Fairs in the Area of Pulp and Paper Industry in the Czech Republic in 2007 

Embax Print

24th International Fair of Packing, Paper and Printing- materials, machines and technologies

May 22-25, 2007 

Brno- Exhibition Ground

Veletrhy Brno, a.s. 

email:  embaxprint@bvv.cz;  www.bvv.cz
Official Participation of the Czech Republic in International Fairs and Exhibitions in other Countries in 2007

Intergrafika

International fair of printing and paper industries

May 29- June 1, 2007 

Zagreb, Croatia

Intergraf, spol. s.r.o.

Email: info@intergrapraha.cz
www.intergrapraha.cz
Modernpak

International fair of packing equipment and technologies

May 29- June 1, 2007

Zagreb, Croatia

Email: info@integrapraha.cz
www.integrapraha.cz
Printpack

Trade fair fro printing, packing, and manufacture of packing materials

September 25-27, 2007 

Nuremberg, Germany

Email: messe1@dtihk.cz
www.printpack.de
JapanPack

International fair of packing technology

October 16-20, 2007 

Tokyo, Japan

Email: japanpack@jpmma.or.jp
czech company looking for representatives, importers, distributors
The SUNLAMP Company has been operating on the market since 1994, focusing mainly on lighting technology, as well as solar public and garden lamps (including mobiliary) made of stainless steel (since 1998). It also sells electronic accessories (own design) to lamps and photovoltaic applications, including photovoltaic panels. The company provides a 10-year warranty.

SUNLAMP s.r.o.

Jaurisova 1500/21, 140 00  Praha 4 – Nusle

Phone: +420 573 902 004

Fax: +420 572 551 554

E-mail: sunlamp@sunlamp.cz
Web: www.sunlamp.cz 

The UTOPIA Design company has been successfully producing and distributing the RESPIRO outfit at Czech, Slovak, Croatian, Estonian and Slovenian markets since 2002. The company is ready to offer both their wear and highly helpful and accommodating services. 

Utopia design s.r.o

Pobialova 15

702 00 Ostrava

Czech Republic

Phone: +420 775 610 780

Fax: +420 596 117 754

E-mail: tatana@respiro.cz
Web: www.respiro.cz

_____________________________________________________________________________________________________

TACOMA provides a comprehensive range of professional consultancy services to medium and large-sized firms, including multinationals, in the following areas:

· mergers and acquisitions
· corporate finance
· tax consultancy
· business and asset valuations
· investment consultancy
· auditing
· accounting and payroll consultancy
· sale of ready-made companies
· legal services provided in cooperation with our partner law firm

TACOMA is an effective business partner. 
TACOMA provides one-stop integrated solutions delivered by experienced teams of professionals.
TACOMA services can be arranged in Czech, English, German and French.

TACOMA
Bredovsky dvur – Olivova 4
110 00 Praha 1
tel.:  +420 226 219 000, 
fax: +420 226 219 111
e-mail:   marketing@tacoma.cz 
web:   www.tacoma.cz
Attn: Darina Novikova – Business Development Manager

Czech business company of  Pavel Viktora with 16 years of business activities seeks a partner with joint-venture, or offers for sale: 
- new premises of 3,500 m2, in 500 m distance from the D5 highway exit in a short distance from Prague. 

· a newly built-up storage hall as per EU standards, with area of 800 m2 and height of 7m, heat-insulated, with heating, rack stand system, handling and cleaning devices, cold store, hygienic amenities, well-furnished offices, computer network led in all offices, gas heating, electronic safety system connected to the police. 

·  a large handling area with a parking lot roofed loading platform suitable for trucks and vans

Vit. Halka 1245, 26601 Beroun, Czech Republic

contact:
Ing. Pavel Viktora
tel:
+420 602 348 338 
e-mail: 
pviktora@seznam.cz
web:
http://pviktora.sweb.cz
C.D.G. s.r.o. is looking for business partners for their “Stick’n Shade” product for promotional use.  The company is the Trade Mark owner for “Stick’n Shade”.  The product is a specially designed shade for advertising purposes. 
contact:
Ondrej Horak, C.D.G. s.r.o.
e-mail: 
ondy.horak@gmail.com
skype:

OndrejHop
cell phone:
+420 6 0387 6697 

Special Medical Technology, Ltd. Co.
The firm‘s orientation and operation is the development and designing, manufacturing, sale and service of Electrosurgery and Cryosurgery systems, instruments, tools and accessories for various medical specializations, including the special accessory equipment for dentistry, as well as the parallel line of equipment for veterinary surgery. The firm manufactures and has an international certificate conformable with  standard of the European Council Guidelines 93/42 EEC. 
SMT is looking to gain entry into the U.S. market. 
contact:
Jan Straus, Dipl. Eng., Managing Director
telephone:
+420 224 316 720, fax: +420 224 318 011
e-mail: 
straus@smt-praha.com
website:
http://www.smt-praha.com
Upcoming Events in the US 

Czech firms and trade agencies will attend the BIO International Convention on May 6-9, 2007, in Boston, MA.  BIOI’s mission centers on advocacy to strengthen biotechnology innovation and progress. BIOI seeks supportive biotechnology policies at all levels—local, state, federal, and international. It’s advocacy covers regulatory and reimbursement policy, intellectual property laws, research grant policies, agricultural regulations, energy policy, and other biotechnology-related issues.

DOING BUSINESS IN THE CZECH REPUBLIC, a seminar organized by 
The Czech Commercial Office at the Czech Consulate in New York and CzechInvest, Chicago

May 17, 2007 in New York
The seminar offers an opportunity for attendees to gain insight into the Czech economy, learn about future business opportunities and about experiences of leading companies already established in the Czech Republic (for example: Accenture, Honeywell). The event will be followed by a networking reception with food and music.  For more information and the registration form, please refer to both the attached invitation and the following website at http://www.mzv.cz/ny.
TRADESHOWS AND EXHIBITIONS IN the Czech Republic/ Spring 2007

06. 09 – 06. 14. 2007
AUTOSALON Brno 2007
International Motor Show
Contact person: Katerina Schejbalova
phone: +420 541 159 408
fax: +420 541 153 049
e-mail: autosalon@bvv.cz
http://www.bvv.cz/autosalon


06. 14. – 24. 2007
PRAGUE QUADRIENNALE 2007
11th International Competitive Exhibition of Scenography and Theatre Architecture
Organizer: Divadelni ustav Praha
Contact person: Petr Oukropec
phone: +420 224 812 754
fax: +420 224 3810 278
e-mail: petr@negativ.cz
http://www.pq.cz


06. 22 – 06. 24. 2007
PROPET
International Pet Supply and Horse Equipment Exhibition
Contact person: Jitka Zemanova
phone: +420 541 159 584
fax: +420 541 153 049
e-mail: zemanova@expodata.cz
http://www.bvv.cz/propet-gb


07. 12. – 15. 2007
RETRO PRAGUE
8th Bohemia rally historic
Organizer: Auto Stangl
Contact person: Jiri Cap
phone: +420 272 703 048
fax: +420 272 702 255
e-mail: styl@bvv.czwww.retroprague.cz




08. 21. – 23. 2007
STYL KABO
International Fashion and Textiles Fair
phone: +420 541 152 983 
fax: +420 541 153 060
e-mail: sekretariat@autostangl.cz 


http://, kabo@bvv.cz
http://www.bvv.cz/styl-gb


08. 21. – 23. 2007
KABO
International Fair of Footwear and Leatherware
phone: +420 541 152 983
fax: +420 541 153 060
styl@bvv.cz, kabo@bvv.cz
http://www.bvv.cz/styl-gb


08. 29. – 31. 2007
MODA PRAHA
8th International Fashion Fair
Organizer: Incheba Praha
Contact person: Jindra Konecna
phone: +420 220 103 794
fax: +420 220 103 462
e-mail: modapraha@incheba.cz 

http://m.wohlrabova@incheba.czwww.modapraha.cz




09. 06. – 09. 2007
PRAGOINTERIER LIVING FAIR
18th International Fair of Interiors and Living
Organizer: Incheba Praha
Contact person: Maria Wohlrabova
phone: +420 220 103 480
fax: +420 233 371 517
e-mail:  

http://www.pragointerier.cz/living




09. 06. – 09. 2007
PRAGOINTERIER BUILDING FAIR
3rd Exhibition Specializing in House, Flat and Reconstruction 
Organizer: Incheba Praha
Contact person: Maria Wohlrabova
phone: +420 220 103 480
fax: +420 233 371 517
e-mail: m.wohlrabova@incheba.cz 

http://www.pragointerier.cz/building

09. 07. – 08. 2007
THE GREEN WORLD
Horticultural Fair
Contact person: Kristina Dudova, Veronika Simonikova
phone: +420 545 232 157
e-mail: info@green-world.info
http://www.zelenysvet.info/cz/

09. 11. – 14. 2007
WOOD - TECH
International Fair of Machinery, Equipment and Materials for the Wood Industry
Contact person: Katerina Schejbalova
phone: +420 541 159 408
fax: +420 541 153 049
e-mail: schejbalova@expodata.cz
http://www.bvv.cz/wood-tec-gb


09. 14. – 15. 2007
BEAUTY EXPO
International Trade Fair of Cosmetics and Hair-dressing
Organizer: Beauty Expo
Contact person: Lenka Konecna
phone: +420 257 941 691
fax: +420 257 941 702
e-mail: www.beautyexpo.czinfo@beautyexpo.cz


http:// 


09. 14. – 16. 2007
COLLECTOR
10th International Fair for Stamps, Coins, Telephone cards, Minerals and Collecting
Organizer: Progres Partners Advertising
Contact person: Jindrich Jirasek
phone: +420 224 213 905 
fax: +420 224 235 033
e-mail: sberatel@ppa.cz 

http:// r.danielisova@incheba.czwww.ppa.cz




09. 20. – 22. 2007
MUZIKA
Music fair
Organizer: Incheba Praha
Contact person: Renata Danielisova
phone: +420 220 103 471 
fax: +420 220 103 462
e-mail: 
http:// www.incheba.cz/muzika


If you are interested on receiving information about upcoming tradeshows and exhibitions that were featured in January’s Czech Trade Focus, please contact our office at the phone number below.

Czech Commercial Offices in the United States

Czech Embassy in Washington, D.C.: Alabama, Arkansas, Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi,  North Carolina, Ohio, Oklahoma, South Carolina, Texas, Tennessee, Virginia, West Virginia. 

Contact: Mrs. Andrea Krejci, Phone: 202.274.9104 
Fax: 202.244.2147, eco_washington@embassy.mzv.cz
Consulate General in Chicago: Illinois, Indiana, Iowa, Kansas, Michigan, Minnesota, Missouri, Nebraska, North Dakota, South Dakota a Wisconsin.

Phone: 312.861.1037, Fax: 312.861.1944, 

Contact: Borek Lizec

chicago@embassy.mzv.cz

Consulate General in Los Angeles: Alaska, Arizona, California, Colorado, Hawaii, Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, Wyoming.

Contact: Ms. Ludmila Kundratova, Phone: 310.473.0889 x.229 

Fax: 310.473.9813, losangeles@embassy.mzv.cz
Consulate General in New York: Connecticut, Delaware, Maine, Massachusetts, New Hampshire, New Jersey, New York, Pennsylvania, Rhode Island, Vermont.

Contact: Mr. Josef Dvoracek, Phone: 212.717.5643 

Fax: 212.717.5064, consulate.newyork@embassy.mzv.cz
CzechTrade - Chicago Office (Czech producers & Opportunities)

Contact: Ms. Ivana Ingram, Phone: 312.644.1790, Fax: 312.527.5544, chicago@czechtrade.cz 

Czech Center New York

Contact: Ms. Monika Koblerova, Phone: 212.288.0830 x.103, 

Fax: 212.288.0971, koblerova@czechcenter.com 

CzechInvest – Chicago Office 

(investment opportunities in the CR)
Contact: Mr. Bohuslav Frelich, Phone: 312.245.0180,

 Fax: 312.245.0183, chicago@czechinvest.org
CzechInvest – U.S. Operation West, Campbell Office

(investment opportunities in the CR)
Contact: Mr. Radomil Novak, Phone: 408.376.4555, 

Fax: 408.376.4557, california@czechinvest.org

Business and trade websites

( General Information
                       www.czech.cz

( Czech Supplier
                                   www.supplier.cz

( CzechTrade

               www.czechtrade.cz

( CzechInvest

           
       www.czechinvest.org 

( Tradeshows                            
www.veletrhyavystavy.cz    

( Czech Embassy 

  
 www.mzv.cz/washington

Subscription information 

The Czech Trade Focus( is published by the Commercial Office of the Czech Embassy in Washington, DC.

Editors in Chief: Andrea Pohl, Andrea Krejci 

Sources:  The Prague Post, Financni Noviny, CzechInvest, CzechTrade

If you would like to receive Czech Trade Focus( by e-mail, please submit your request to: eco_washington@embassy.mzv.cz.
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