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The paper in a nutshell

• The paper studies recent trends on households’ inflation expectations
during COVID

• Authors match micro data on household spending to survey data to
understand the rise and dispersion in inflation expectations

• They find evidence of:

• Households’ perceived and experienced inflation positively correlated
with expectations and dispersion

• Perceived inflation better explains increase and dispersion in
expectations

• Positive relationship between inflation and unemployment forecasts –
shocks perceived as supply-driven



A bit about the empirical analysis

• Details on the main variables:

• Quarterly data (2018Q1 - 2020Q4) on spending and survey on
expectations from Nielsen Homescan Panel data

• Spending on consumption goods (food, beverage, small nondurables) to
measure inflation experienced by households

• Inflation expectations: 12-months ahead

• Inflation perceptions: inflation over the last 12 months

• Unemployment perceptions: current unemployment

• Unemployment expectations: 12-months ahead

• Questions:

• Is quarterly data good for COVID-period analysis?

• Changes to consumption baskets and the shift to other goods’
categories

• Past perceived inflation versus current perceived unemployment



Adding a bit of perspective
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Figure 5. Expected Inflation of U.S. Households 

Panel A: Expected Inflation from Point Forecasts 

  
Panel B: Expected Inflation from Implied Means 

 
Notes: The figure plots Huber estimates of the mean and cross-sectional standard deviation of survey respondents’ expected inflation over 
the next 12 months based on questions asking for a point forecast (Panel A) or implied means from distributional questions (Panel B).  
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Figure 8. Perceived Inflation of U.S. Households 

Panel A: Perceived Inflation over Time 

 

Panel B: Cross-Sectional Correlation between Perceived and Expected Inflation 

 
Notes: The top panel plots the time series of the Huber-robust mean of perceived inflation by U.S. households as well as the time series 
of the cross-sectional standard deviation in perceived inflation. The bottom panel plots a binscatter of households’ perceived level of 
inflation over the last 12 months (x-axis) versus their expected level of inflation (point prediction) over the next 12 months (y-axis) in 
the pre-COVID19 sample (black triangles) as well as the COVID19 sample (red squares).  
 
 
  

0

2

4

6

8

10

12

0

1

2

3

4

5

CPI

CPI All Items

CPI Food and Beverage



Supply-driven concerns?
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Figure 11. Unemployment and Inflation Expectations. 

 
Notes: The figure shows a binscatter of expected inflation (y-axis; implied mean) and expected unemployment (x-axis) in the survey. 
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A few additional questions

• How is this different from the GFC or any large recession episode?

• What to learn from 12-month-ahead expectations?

• How is this different from professionals?

• Evidence of contagion to other longer horizons or other forecasts?
Effects on consumption?

• What should policymakers do? Appropriate policy response?

0

1

2

3

4

5

6

7

‐2

0

2

4

6

8

10

12

M
ar
‐0
8

Au
g‐
08

Ja
n‐
09

Ju
n‐
09

N
ov

‐0
9

Ap
r‐
10

Se
p‐
10

Fe
b‐
11

Ju
l‐1

1
De

c‐
11

M
ay
‐1
2

O
ct
‐1
2

M
ar
‐1
3

Au
g‐
13

Ja
n‐
14

Ju
n‐
14

N
ov

‐1
4

Ap
r‐
15

Se
p‐
15

Fe
b‐
16

Ju
l‐1

6
De

c‐
16

M
ay
‐1
7

O
ct
‐1
7

M
ar
‐1
8

Au
g‐
18

Ja
n‐
19

Ju
n‐
19

N
ov

‐1
9

Ap
r‐
20

Se
p‐
20

Fe
b‐
21

Ju
l‐2

1

Michigan Survey ‐‐ 12‐month‐ahead inflation forecast

25th Percentile Median 75th Percentile Standard Deviation

0

0.5

1

1.5

2

2.5

3

3.5

4

4.5

0

1

2

3

4

5

6

Michigan Survey ‐‐ 5‐years‐ahead inflation forecast

25th Percentile Median 75th Percentile Standard deviation



Conclusion

• Very interesting paper and results

• A bit more needed on interpreting the results:

• nature of forecast changes

• how to related to other data sets

• implications for policymakers

• changes to consumption patterns

• the role of fiscal packages


