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Motivation and research questions:
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Empirical specifications:

● Assessment of responsiveness of medium-term inflation 

expectations (𝜋𝑖𝑡
3𝑌) to current price changes (inflation 

perceptions, 𝜋𝑖𝑡
𝑃 ) and changes in short-term expectations (𝜋𝑖𝑡

1𝑌)  

which filter shocks and information relevant for future inflation:

Δ𝜋𝑖𝑡
3𝑌 = 𝛼𝑖 + 𝛽Δ𝜋𝑖𝑡

𝑃 + 𝛾𝐶𝑜𝑣𝑖𝑑𝑖𝑡 + 𝜇𝑋𝑖𝑡 + 𝑒𝑖𝑡

Δ𝜋𝑖𝑡
3𝑌 = 𝛼𝑖 + 𝛽Δ𝜋𝑖𝑡

1𝑌 + 𝛾𝐶𝑜𝑣𝑖𝑑𝑖𝑡 + 𝜇𝑋𝑖𝑡 + 𝑒𝑖𝑡

● 𝐶𝑜𝑣𝑖𝑑 dummy captures increased concern about domestic

economy

● Control variables (𝑋): demographic, financial literacy, economic 

sentiments, time effects, country effects

● We also consider models with interactions with trust in ECB 

(𝐼=1 if high trust in ECB)

● Consumer inflation expectations are important for monetary policy 

makers

● Limited evidence on longer-term inflation expectations of European 

consumers due to lack of data

● How do euro area consumers revise their medium-term inflation 

expectations?

● What was the impact of Covid-19 pandemic on consumer inflation 

expectations?

● Do consumers who trust the ECB have less responsive inflation 

expectations?

Survey data

● New monthly ECB Consumer Expectations Survey (waves from April to 

September 2020)

● Micro level panel data for six euro area economies

● Data on qualitative and quantitative inflation views in various horizons 

(current inflation, 12-month-ahead inflation, 3-year-ahead inflation)

● Measure of concerns about domestic economy due to Covid-19 

pandemic and of level of trust in the ECB institution
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Main findings
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● Consumers who trust more central bank adjust their medium-term 

inflation expectations to a lesser degree than consumers with low 

trust (Table 2)

● Consumers with higher trust in the ECB did not increase medium-

term inflation expectations during Covid-19 (Table 2)

Table 2. Responsiveness and trust in ECB

● Medium-term inflation expectations adjust to changes in perceived 

inflation and they increased due to the Covid-19 (Table 1)

● Responsiveness of medium-term inflation expectations is lower than 

responsiveness of short-term inflation expectations (Table 1)

● Medium-term inflation expectations adjust to changes in short-term 

inflation expectations, even after orthogonalizing them with respect to 

changes in perceived inflation 𝜋𝑖𝑡
1𝑌 (Table 1)

● Results are qualitatively unchanged if we use qualitative inflation 

expectations, consider individual countries, or control for change in 

individual uncertainty

Table 1. Baseline results on responsiveness
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Additional findings
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● Limited cross-country heterogeneity in responsiveness 

of medium-term inflation expectations (Table 3)

Table 3. Responsiveness in individual countries Table 4. Asymmetry in responsiveness

● No asymmetry in adjustments of medium-term inflation 

expectations to increases/decreases in inflation perceptions 

and short-term expectations (Table 4)
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Conclusions
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● We use micro-dataset from novel ECB Consumer Expectations Survey to investigate how euro-area consumers revise their medium-term 

inflation expectations

● We find that medium-term inflation expectations adjust to current economic conditions

● responsiveness of medium-term inflation expectations is lower than responsiveness of short-term inflation expectations

● medium-term inflation expectations react symmetrically to increases and decreases in inflation perceptions and short-term inflation 

expectations

● limited cross-country heterogeneity in responsiveness of medium-term inflation expectations 

● high trust in the ECB is related to lower responsiveness of inflation expectations

● The Covid-19 pandemic contributed to higher inflation expectations
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Additional slides: wording of questions
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● How much higher/lower do you think prices in general are now compared with 12 months ago 

in the country you currently live in? Please give your best guess of the change in percentage 

terms.

● How much higher/lower do you think prices in general will be 12 months from now in the 

country you currently live in? Please give your best guess of the change in percentage terms.

● By about what percentage do you expect prices in general in the country you currently live in to 

increase/decrease over the 12-month period between [survey month, year+2] and [survey 

month, year+3]? Please give your best guess of the change in percentage terms.

Figure 1. Level of inflation views

(a) Aggregated (medians)  

(b) Individual responses (distribution)

● How concerned are you about the impact of 

the coronavirus (COVID-19) on Your 

country’s economic situation? (0 – not 

concerned at all, 10 – extremely concerned)

● How much do you trust the European 

Central Bank? (0 – no trust at all, 10 – trust 

completely)



7

Additional slides: robustness check using qualitative inflation views
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Quantitative vs qualitative inflation views:

● Are qualitative inflation views more reliable than quantitative inflation views? (Pesaran and 

Weale, 2006) 

● Qualitative responses are not affected by rounding

● Are changes in qualitative views more important for consumers' economic decisions? intensive 

margin vs extensive margin of expectations changes (Andrade et al., 2020)

Figure 4. Marginal effects based on ordered multinomial models (impact on medium-term inflation expectations)

(a) Effect of changes in inflation perceptions                                        (b) Effect of changes in short-term expectations


