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WHY FIRMS’ INFLATION EXPECTATIONS

* Ben Bernanke (2007): “How should we measure inflation expectations, and how
should we use that information for forecasting and controlling inflation? I certainly
do not have complete answers to those questions, but I believe that they are of great
practical importance. ... Information on the price expectations of businesses--who
are, after all, the price setters 1n the first instance--... 1s particularly scarce.”
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DISAGREEMENT IN INFLATION EXPECTATIONS
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Survey on Access to Finance of Enterprises (SAFE) 1s a European firm-
level survey covering more than 11,000 firms, launched 1n 2009.

A pilot to measure 1nflation expectations (June-December 2023)

The survey 1s now quarterly and covers euro area firms.

Q1: What do you think the euro area inflation rate will be at the following
points in time? Please provide your answer as an annual percentage rate.
a) in 12 months
b) in three years, i.e., in 2026
c) in five years, i.e., in 2028



ECB: SAFE INFLATION EXPECTATIONS
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ECB: SAFE INFLATION EXPECTATIONS
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National and Euro area inflation expectations are highly correlated



ECB: SAFE INFLATION EXPECTATIONS
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Convergence 1n expectations but more challenges for policy communication
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e Firms’ inflation expectations: very important & understudied

e In terms of inflation expectations, firms are somewhere between
households and professional forecasters
o Not as anchored as professional forecasters
o Less disagreement then households

e Challenges and opportunities:
o Local conditions shape aggregate expectations
o Taylor communication to specific audiences

e Need a survey of firms!



