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Abstract

Research background: At the background, there are issues related to policy credibility and
policy targets. For these issues, long-term forecasts can provide important information. Of course,
long-term forecasts are needed also e.g. for evaluation of real returns.

Purpose of the article: This paper tries to find out how informative the ECB Survey of Profes-
sional Forecasters data on long-term inflation prospects are from the point of view of the overall
quality of the survey and on the other hand from the point of view of monetary policy credibility.
Methods: The analysis makes use of individual forecaster level quarterly panel data for the peri-
od 1999Q1-2018Q4. Conventional panel econometrics tools are used to find out whether fore-
casts are sensitive to changes in actual inflation and other relevant variables.

Findings & Value added: We find some weaknesses considering the size of the survey, the
selection of the sample (more precisely the participation to the survey) and the inertial responses
of forecasters which suggest that the survey values are not actively updated. Moreover, we find
that towards the end of the sample period, the survey values are related to actual inflation and to
short-term expectations, which is not consistent with the credibility of the official inflation target.
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Introduction

This paper deals with the question of how reliable are the ECB Survey of
Professional Forecasters’ (SPF) long-term inflation expectations. Are they
genuinely unbiased (rational) forecasts based on all possible information
and expertise of the respondents or are they merely some byproducts of
surveys so that the responses are not seriously evaluated and updated over
time. Or, do they just repeat the public authorities’ policy statements?

Here we try to find out some answers by scrutinizing the responses of
the ECB SPF survey of long-term inflation for the period of 1999-2018.
First, we scrutinize the data of responses. Are they in any way related to
short-term expectations or expectations derived from assets prices or actual
developments of consumer prices? Moreover, can we distinguish between
different behavioral models among the forecasters e.g. in terms of changes
(or no changes) of forecast values (pick up a number and stick to it, or ad-
just the forecast when new information arrives)?

The analysis makes use of conventional panel econometrics tools in as-
sessing the persistence of survey responses, the frequency in participating
in the survey and the sensitivity of expectations to changes in actual infla-
tion and other relevant variables. The paper also provides descriptive data
on response rates and response patterns.

Literature review and research questions development

The question of the validity of long-term inflation expectations is by no
means new. All the way since inflation targets became a policy issue there
has been a lot of interest to see whether the expressed target values are
consistent with the general public’s expectations. The problem is that there
have been very few proper survey data sources for the required analyses.
Long-term inflation expectations that have been derived from asset prices
have provided more opportunities for comparison and analysis. The prob-
lem is only that the latter mentioned proxies for long-term inflation expec-
tations have been largely different from existing survey data (see e.g. Ger-
lach-Kristen et al., 2017; Christensen & Lopez, 2016)'. And a priori, it is
not clear how the expectations should be measured. What assets should be
considered and which kind of survey should be used? If survey data are
used, should the data be collected from households, firms, financial market

' As for short-term forecasts, the difference between survey and asset price based
measures appears to be rather small. Both of them appear to provide better forecasts of the
actual inflation than data-based time-series models (See Grothe & Meyler, 2015).
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participants or all of them? It has been shown in many places that the com-
position of survey respondents makes a lot of difference. For instance, Coi-
bion et al. (2018a) pointed out that professional forecasters’ expectations
are largely different from business and consumers’ expectations. In recent
times, the latter have been much higher, more volatile and their dispersion
has been much larger. As the consequence, they found consumer expecta-
tions more explanatory e.g. for “missing disinflation” puzzle in the US in
the post-crisis period. Even “professional forecasters” are a heterogeneous
group in terms of background, information set and motivation to respond to
the survey. Thus, the results may not follow a simple behavioral pattern.
Although the “professional forecasters” are supposed to be experts in eco-
nomics, they are not active traders and thus they may not perform better in
terms of forecasting accuracy or they may not be more forward-looking.
For instance, Gerberding (2001) found French professionals less forward-
looking than consumers. Coibion et al. (2018b) also show in a different
paper that in particular firms are not so interested in inflation, at least in
countries where the rate of inflation is low. Thus, only a few of them de-
vote much resources to collecting and processing information about infla-
tion. The problem might well be more serious in the case of long-term ex-
pectations. Market participants might not consider them utterly important
for their own activities especially in the current single-digit inflation envi-
ronment.

It is well-known that survey studies are akin to several problems. Dif-
ferent types of questions may lead to different interpretation. A more severe
(potential) problem arises because of socially desirable responding. Re-
spondents may answer in a manner that will be viewed favorable by the
issuer of the questionnaire (see e.g. Paulhus, 2002). Thus, in our case, fore-
casters may respond in line with the ECB’s official inflation target.

In the literature, long term inflation expectations have played a major
role — maybe not so much as expectations itself, but because they provide
a means to assess the credibility of the central bank’s inflation target. Thus,
it has been studied in several papers (see e.g. Demertzis et al., 2011)
whether the long-term expectations have been constant and unrelated to
actual development of inflation (and other macro variables). In general, it
has been found that this is indeed roughly true, at least for Europe. The
observation is not particularly striking because the time series of long-term
inflation expectations do indeed look like a constant term which obviously
cannot be correlated with any other variable. However, the most recent data
suggest that some form of de-anchoring has taken place after the financial
crisis (see Kenny & Dovern, 2017; Lyziak & Paloviita, 2016; Pagenhardt et
al., 2017). Recently, Coibion et al. (2020) showed that FED’s decision to
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adopt the new average inflation targeting rule in August 27, 2020 did not
make any difference in inflation expectations among the households. This
example shows how difficult it is to communicate the meaning of inflation
targeting to the general public, not to speak of the credibility of this target.

In what follows, we first scrutinize the basic properties of the data: what
kind of changes have taken place over time, what kind of responses the
respondents give and what kind of profiles we find among the respondents?
Then the basic research question is: does the way of responding to the sur-
vey show up in the forecast values? First, we pay special attention to those
who do not update their forecasts and compare their responses to responses
of new forecasters and those who change their values. We also investigate
whether there is a difference between the “first” forecasts of the respondent
and subsequent forecasts and whether the number of forecasts provided by
the respondent (“forecast experience”) makes a difference?

The second research questions deals with the question of whether the
long-term expectations are indeed unrelated to actual inflation, short-term
expectations and long-term expectations derived from asset prices. In the
end, we discuss our findings and try to make a final assessment of the relia-
bility of long-terms SPF expectations and make some proposals of possible
ways to increase the reliability of the survey answers.

In what follows, we first characterize the data. Then we analyze the re-
sponse rates and the sensitivity of expectations to other variables. Some
concluding remarks are presented in the final section.

Analysis
Data

The ECB Survey on Professional forecasters has been carried out since the
beginning of 1999. The long-run (five-year) inflation forecasts have be-
longed to the menu already from the beginning, but during the two first
years the long-run forecasts were made only once a year (in the first quar-
ters of 1999 and 2000). Thus, altogether we have data for 74 quarterly ob-
servations. The short-run (one year) survey covers the whole period and
contains 80 observations. As for the other details of the survey, see e.g.
ECB (2019). In total 104 forecasters have participated the survey over time.
If all had responded to every survey, the number of observations would be
7693 in the long-run inflation survey and 8320 in the short-run inflation
survey. In practice, the data consist of 3284 (7692) answers to the long-run
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(short-run) inflation question while lags reduce the data even more: with
one lag to 2574 (7592) data points.

The sample size is rather small compared e.g. to usual consumer sur-
veys. Thus, despite the total number of respondents is 104, there is a quite
a lot turnover among the participants so that on average only 44 respond-
ents/institutes responded to the long-run inflation questions. The smallest
sample was 32.

As said, the respondents are practically all institutes (proceedings inside
the institute are obviously a black box). According to ECB (see ECB,
2018), most of institutions are financial institutions. More precisely, 45 of
the 81 institutions that have allowed their name to be listed on ECB internet
page, 23 are research/forecast organizations and 13 other economic organi-
zations (representatives of firms/entrepreneurs).

Recently, ECB made a questionnaire to all respondents on how they
made their forecasts that were published in the survey (ECB, 2018). The
answers are quite interesting because they tell that in the case of long-term
inflation predictions the institutions rely mainly (over 50%) on judgement.
As for judgement, one can see that over 80% of respondents tell that they
use the ECB inflation objective as one point of reference in their forecasts.
The second most often cited source of information is the trend develop-
ments of actual inflation, which was mentioned by over 50% of survey
respondents, see ECB (2019).2

Analysis of the response rates

The survey the forecasters’ responses represent a quarterly dated panel
but the panel is very incomplete as is shown in Figure 1. The average num-
ber of occasions that a respondent has participated to the survey is 30 and
furthermore in many cases there are long periods of time during which
a respondent has not provided a long-term inflation forecast (according to
the data the total number of observations in which the previous value is
missing is 22% (with the short-term inflation expectations the correspond-
ing number is 17%). This “incompleteness” of the panel shows up in Figure
2, in which we have the shares of respondents (out of all respondents dur-
ing the sample period 1999Q1-2018Q4). Quite clearly, the response rates
vary a lot over time and show up as declining tendency towards the end of
the period. The response rates for short-term and long term inflation ques-
tions are far from being perfectly correlated®. Moreover, the probability to

2 In this survey, only about 20% of respondents told that long-term inflation and output
(unemployment) forecasts were updated together.
3 The coefficient of correlation is 0.75; moreover the AR(1) coefficient of long-term
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response seems to depend on the average level of individual forecasts.
Thus, the response rate is higher for respondents with a higher average
long-term inflation forecast. In other words, there are some, even though
not very strong evidence of sample selection in the response rates suggest-
ing that the response rates are not completely unrelated to the overall view
of inflation developments.* The response rate does not seem to be related to
actual inflation but, as we can see from Table 1, the response rate is related
to inflation uncertainty in such a way that long-term uncertainty seems to
increase response activity and short-term uncertainty to decrease it. Basi-
cally, a similar relationship applies to the response rate of short term infla-
tion. It is interesting to note that short- and long term inflation uncertainties
measured by the dispersion (standard deviation of point forecasts) are not
strongly correlated (see the graphs in the Appendix). In fact, the coefficient
of correlation is only 0.34. All in all, the participation decision (and the
resulting sample selection) is to some extent the weak link of the system
and given the very small sample size it may have some impact on the (re-
ported) forecast outcomes.

As for the forecast values, “experience” (measured by the total number
of forecasts supplied by an individual forecaster during the whole sample
period) does not seem to affect very much the forecast values. It is only that
“new” forecasters seem to begin their forecast career with somewhat lower
values. This level difference also shows up in estimates (see the last col-
umns of Table 4).

Another typical feature in the responses is persistence, or as we call it
“inertia”. The respondents do only rarely change their forecast from the
previous round. 59% of long-term responses are such that the values are the
same as the previous quarter’s values (first-time responses are not included
in comparisons). 37% of answers the response is the same as a year ago.
With the short-run (one-year) inflation forecasts, the “no change” number
at the quarterly level is only 15%. The short-term and log-term inertia val-
ues are correlated, but not very strongly (r = 0.37). Thus, the long-term
values are updated in a completely different way compared with the treat-
ment of other forecast variables.

It is, however, interesting that the forecasts for the long-term inertia and
non-inertia periods do not seem to differ. In other words, it does not make
much difference whether the forecast value is the same as in previous peri-

(short-term) responses is 0.66 (0.69).

4 Average values (of each respondent) of long- and short term forecasts (in a cross-
section sense) are positively correlated but not very much (r = 0.19). The number of re-
sponses (of each respondent) and the average forecast value are not related in a significant
way.
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od or a new one. In the case of (individual) short-term forecasts, there is
already considerable difference between the values, even though at the
sample average level the difference is negligible also here. To some extent,
the result is consistent with the findings of Lahiri and Zhao (2020), who
scrutinize the answers from Blue Chip Economic Indicators survey. In their
study, zero revisions dominate in the short run (up to 80%) with inflation
forecasts. For the long run forecasts, only 40% of zero revisions are zeros.’
The somewhat surprising result is that the updaters (those who make non-
zero revisions), are not found to perform better than their “inattentive”
peers.

But let us first have a look at the numbers that the respondents provide.
Table 2 gives a short summary of the most typical numbers. Not surprising-
ly, number 2 is the most popular, comprising of roughly one third of all
answers. Then come numbers 1.8% and 1.9%, which already cover over
two thirds of responses. If one takes into account all first digit numbers
between 1.5 and 2.0 (plus number 1.75), we have already 83% of all re-
sponses. By contrast, values below 1.5 and above 2.0 represent only 12% of
all reported values.

It is interesting to see how much the responses for each respondent de-
viate from the most popular values (modes). That shows up in Figure 3
where we have the difference between quarterly forecast values and the
sample mode value for each forecaster. The mean values of this difference
come quite close to zero; the average deviation is 0.006. The median values
are zero (with two exceptions), while the median absolute values (as shown
in the figure) are even smaller. Quite interestingly, for 2009-2013 the me-
dian value is practically always zero, suggesting that the forecasters just
stick to their “whole sample best estimates”. The estimates between fore-
casters could, of course, still deviate.®

Instead of looking at the mean/median/mode values of inflation expecta-
tions, we should perhaps look at measures of expectation uncertainty. Thus,
we could follow the approach of Grishchenko et al (2017). For that pur-
pose, we compute the probability that expectations fall inside some range
of values. Here we use the range of 1.5-2.0% as the relevant corridor. The

> This pattern is clearly at odds with the ECB SPF data where zero revisions dominate
the long forecasts.

6 First differences of long-term inflation forecasts are negatively (and significantly) au-
tocorrelated (p1 being -0.225), which illustrates the temporary nature of the eventual changes
in the forecast values. Similar values are obtained when the RHS variable is the lagged long-
term survey value variable in an error-correction type specification (for details, see the
Appendix).
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result can be seen in Figure 4. The probability is about 0.90 for the whole
period. Only in the aftermath of the financial crisis, the probabilities are
somewhat lower. The mean values are almost always below 2% but the 2%
value is always inside the confidence interval. From this point of view, one
may say that expectations are anchored but as we see later on, results that
are conditional to past information cast some doubt on the anchoring prop-
erty.

Testing the invariance of long-term expectations

Now let us turn to time series evidence, starting with the question
whether the forecast values of (long-term) inflation are constant over time?
If that were the case, first differences of these time series would just be
“white noise”. But that is not the case. The AR1 coefficient is -0.225 (2.80)
even though higher order AR coefficients are just zeroes. Therefore, it is
worth scrutinizing the existence of possible relationships between expecta-
tions and other variables.

If one scrutinizes the time series of inflation, trend inflation or long-term
inflation expectations values derived from 5/10-year inflation swap rates it
is more than obvious that they have very little in common with the SPF
long-term inflation expectations. The long-term SPF expectations exceed
the short-term expectations almost over the whole Euro period (the only
difference is the period 2006-2008). The long-term SPF forecasts (oppo-
site to short-run forecasts) reflect only poorly changes in the long-term
expectations derived from the swap rates even though the series are clearly
positively correlated. With the short-term rates, these two series come
quite close to each other, even though there is a small permanent level dif-
ference after 2012 so that the SPF values are higher. Prior to 2008, the op-
posite holds (see Figure 5).

But from the point of view of causality, the case is not clear because it
looks like both actual inflation and short-term forecasts seem to Granger
cause long-term forecasts (and vice versa) indicating that the long-term
expected values are sensitive to current developments in macro variables
(Table 3). Also, the panel regression results in Table 4 confirm the same
outcome: the long-term results seem to be, after all, sensitive to both short-
term inflation expectations and asset-price based (SWAP) inflation expec-
tations (thus confirming earlier findings of e.g. Lyziak & Paloviita, 2016, as
well as Pagenhardt et al., 2017)”. The result seems to be rather robust in
terms of particular panel estimation set-up and also in terms of the estima-

7 Both papers find that the sensitivity has increased markedly after the financial crisis.
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tor. True, with panel GMM with differencing, the coefficients are much
smaller but the dependencies are still statistically significant. Much strong-
er relations exist between short-term SPF expectations and the asset price-
based (SWAP) expectations but this is surprising given the Figure 6.

As for relationship between (actual) inflation and expectations, we find
that long-term inflation expectations depend on past inflation (cf. Table 4),
and moreover, the dependency seems to have even increased after the 2008
(outbreak of financial crisis)®. Thus, we found the following relationship
between long-term expectations (long) and lagged actual inflation (CPI)

long = 1.835 +.129 = CPI_, +.018 = CPI_, |t > 2008
(256.4)  (7.74) (4.67) (1)

SEE = 0.187,R? = 0.327,DW = 0.638

Another interesting feature in the expectations — inflation relationship
is the fact that the probability of expectation revision seems to depend on
the level of inflation and the relationship is nonlinear. Thus, if we estimate
a Probit model in terms of a change in expectations, we get the following
estimates:

NC = —417 + 1.457NC_, + .285 * CPI_, + .793 * CPI_,|CPI_,

(297) (14.14) (3.05) (2.61)
< 0—.267 * CPI_4|CPI_; > 2 2)
(1.66)

SEE = 0.427,R?>(MF) = 0.084

where NC denotes “no change” in expectations (NC = 1, if ALong=0),
R?(MF) is the McFadden R squared and the numbers inside parentheses
robust t-values. Perhaps somewhat surprisingly, the results tell that the
probability of expectation revision depends on the rate of inflation so that
the sensitivity is particularly high when inflation is low (even deflation). If
the inflation rate exceeds 2%, sensitivity tends to decrease. Thus, the long-
run expectations are not totally immune to current/past developments of
inflation witch is at odds with the idea of expectations being anchored to
the inflation target.

The dominant feature of long-term expectations is huge persistence.
Thus, it is hard to find clear signs of sensitivity either in terms of the partic-
ipation rate or the forecast values. The problem is probably due to the fact
that the whole period is characterized by very low and almost constant in-

8 The significant long-term inflation forecast — actual inflation relationship also holds
in first differences of the data.
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flation. In this kind of environment, it is hard to identify possible regime
changes and interlinkages with third variables. Persistence could just be due
to the fact that incentives to make big changes has been very small.

Conclusions

Our preliminary conclusion is that long-run inflation expectations in the
ECB Survey of Professionals suffer from some weaknesses. First of all, the
sample of forecasters is very small, especially when taking into account the
“efficient” number of respondents. In this environment, the sample selec-
tion problem is of some importance. Moreover, the background of respond-
ents is rather specific. Another problematic feature of the data is the fact
that the predictions stay constant for a very long time and deviations from
this constant term appear to be rather erratic, if not being some sort of mis-
takes. On the basis of the response rates, one may suspect that the respond-
ents do not consider the long-term inflation forecasts as the main item of
the survey. This is probably true for all similar surveys as well. The fact
that all forecast values come close to 2% may be explained by the respond-
ents’ interpretation of ECB’s policy goals. As pointed out earlier, ECB’s
own questionnaire to survey participants indicate that ECB’ inflation target
is indeed the most important point of reference for the respondents of the
survey. After all, a substantial part of the respondents come from the finan-
cial community and they are probably more than the general public willing
to take the ECB’ policy targets as granted and thus find no reason to chal-
lenge openly the Central Bank in this respect while responding to other
survey questions in the “usual way”. Of course, the respondents (some of
them or all of them) may also firmly believe in scenario where inflation
returns to the level of the official inflation target.

The long-run inflation forecasts are not entirely independent of current
and lagged inflation and short-term inflation forecasts, but it is not clear
how much this means from the point of view of the credibility of the CB’s
inflation target. The magnitude of the effects is anyway rather small, sug-
gesting that the forecasters just routinely make some minor changes in the
long-term predictions when major changes take place in the current infla-
tion environment, especially when inflation is very low or even negative. It
is only that changes are typically temporary and the predicted values return
to “normal” in a quarter or two.

But what to do to get more affirmative results? Maybe, some estimates
of the forecast time path of inflation (not just 12 months and 5 years) would
nail down the values more accurately? Perhaps more information could be
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obtained if we turned the whole thing upside down and asked what about
your opinion of the proper inflation target in the current environment or in
an environment of a completely different economic outlook?
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Annex

Table 1. Responses to SPF survey

Dependent

. constant VIX SDL SDS R¥FE/Estimator

variable

long-term -.237 -.001 .008 0.774/FE/OLS

forecast (534.32) (0.32) (2.03)

- 421 .001 .010 -004 0.775/FE/OLS
(480.07) (074) (2.27) (1.90)

B =273 .186 0.001/NO/Probit
(5.17) (0.90)

short-term .4409 .002 .007 -.006 0.358/FE/OLS

forecast (568.23) (1.11 (1.81) (2.54)

- -.046 -.102 0.000/NO/Probit
(0.48) (0.49)

Note: The dependent variable is a 0/1 indicator of participation to the survey. Numbers
inside parentheses are corrected/clustered t-ratios. VIX is the VIX (Europe) uncertainty
index, SDL (SDS) the standard deviation of long (short) CPI forecasts. In the case Probit
estimation, R? is the McFadden R2. Fixed affects (FE) are used for each respondent.

Table 2. Most popular long-term inflation forecast numbers

predicted number observations
2 1010
1.5 171
1.75 26
1.8 577
1.9 610
1.7 225
1.6 123
Total of these numbers 2742
<15 44
>2 376
All 3284




Table 3. Granger causality tests and selected correlation coefficients

Granger causality tests:

N F stat Prob.
Long does not Granger Cause Short 2043 0.688 0.5024
Short does not Granger Cause Long 7.740 0.0004
Short inertia does not GC Long inertia 2079 3.965 0.0191
Long inertia does not GC Short inertia 2.013 0.1338
Long does not Granger Cause CPI 2175 0.051 0.9499
CPI does not Granger Cause Long 8.893 0.0001
Short does not Granger Cause CPI 2822 1.918 0.1470
CPI does not Granger Cause Short 182.9 0.0000

Correlations:

Between ALong and AShort = 0.082 (4.07) all obs.
Between ALong and AShort = 0.204 (3.47) if no inertia
Between Long inertia and Short inertia = 0.512 (21.63)

Note: CPI denotes actual inflation (the Euro Area Harmonized CPI). “Long” denotes long-
term inflation expectations and “‘Short” their short-term counterparts.



*O1ISTIB)S UOSIE AN -UIGIN( 9Y) A (] PUB S1BWNSI JO JOLIS pIepue)s oyl = gS (L2€°0)
789/ SI 9Ie SJUSWINIISUL Y} J0J dN[BA-J SII PUB JLISTIBIS-[ UL, "BIEp OU) JO SOOUAISJJIP ISIY YIIM SAJeWNSO (JNJAD) SIUSWOIA JO POYIQJA POZI[BISUID)
9ABY 9M QIOUM ‘f uwNjod (. IoJ 3dedxe sejewnse SO ore serewnsy (11+) 0v0° Hoys pue (94°8¢) £6S 1-SUol “(66°17) 10L° O :pasn aIe $)09J0
PIXIJ UONOIIS-SSOIO PUB QW) JOq USYM PIuUIRIqo dIe SIUAIOJe0d Sumol[oj oy ‘g uonenba Jo 9sed ur ‘0oue)sur Joj ‘sny[, “oSueyd jou op s}nsal
oY) JO sInjed) OIseq ‘pasn e Ady} JI INQ SI09JJO PIXIy opnjoul jou op suonenba peyiodal Y], "SISBII0) (ULISI-1I0YS) WLIA)-SUO] (SWIN-ISIL) MU
10§ J0JBOIpUI UB )oudp (J10ys~mau) uo[ mau "A[uo +0810Z-cOY00T ST 10400 Y3 souds dems ay) Yiim 1nq ‘bO8T10Z- 106661 I9A0D BIep Y], 910N

0 w0 07T L0T 06’1 454 (154 (G« L6 S0'C 1T Ma
0ZH0 °TTo ¥LT0 ¥92°0 6€1°0 6820 6820 ¥S1°0 rIT0 IE1°0 2210 EEN
S00°0 2000 1290 L09°0 $96°0 LTS0 9750 - 6850 6450 6190 |
1oy Suo1 1oy 1oy Suo1 1oys yoys SuoT Suo1 Suo1 SuoT Teatdop
(99%)
€80°- ﬁoamlaoc
00
220'- Suo[~mau
(16'020)
65T [1deng
(17°¢)
620° godemg
(61°02) (89°¢)
6ST €10’ 1dD
(LzLe)  (Lg6d) ((rad9) (To'19) (T1'tv0) 9t°9)
9LS 1233 S vIL w0 Se0° uoyg
(90°8)
0S0° 1oys
(1€°09) (arn (1'801) (Iren (T8'LS) (0£°09)
L 620° 0ze” 9L ovL ovL "Suog
90'%)
I Suo
(L'€2D) (€cep) F6'11) (sT61) (98°¢D) (€1°8) F6°%) (€L°9) (ToLD F1°LD)
8¢9'1 €06'1 89T 44 YTy 91t 86T 8T’ LEY Sy JUBISUOD
11 1] 6 8 L 9 S [ v T |1

S9[qeLreA A1ojeue[dxXa SNOLIBA UO san[eA A9AINS Jo Aouapuado(] * d[qelL.



"$109JJ0 W PAXY I, PUB UONIIS-SSOID PAXIJ $AI0UIP S “MOYS - SuoT st D "SuoTy St 9[qerrea juopuadop oy ], :910N

e A5 €re 0T Mda

8€T1°0 €C10 ¥Z10 8210 adS

LT1°0 7920 1220 6€1°0 A
SL®SD SL®SD o) suou S109JJ2 paxy
(seon) 0£2) (Tre (r'e)

vIT 120 920" 620° 1OySy
(FL91)

SLI- e

(S6'¥2) (L€ Ten
L8E- ¥Se- LET- "Suog

(8z°2D) (88'+2) (€9°€D) (S1°61)

840" LEL ¥LY" SH0° JUBISUOD

[ € T I

son[eA AoAIns WLI9}-3UO[ JOJ  SOIBWIISS UONDRII0-10114,, Xipuaddy

panunuo) “p AqEL



Figure 1. The number of answers of forecasters to inflation questions
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Note: The x-axis corresponds to all 104 forecasters that have participated in the
survey in 1999-2018.
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Figure 2. The response shares

0.65

0.6

o5 WL | |

— A = g 0N = F oA = F 0 = F 0N — F 0 A —= I D
o [cdeodeolodolododololodododolodeololodolololololeNed
R SSS ST L 885883 S8 aIIREERSR

E]ong-run M short-run

Note: The response rate indicates the share of responses of all survey respondents for
1999Q1-2018Q4. Keep in mind that in 1999 and 2000 the long-term inflation forecast
question was asked only once.



Figure 3. Difference between long-term forecasts from the mode value of the

forecaster
Difference between forecasts and their mode
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Figure 4. Long-run inflation forecasts’ deviation from the inflation target
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Note: “Prob 1.5-2.0” indicates the probability that long-term expectations are in the
respective regime. The confidence intervals for the mean values of long-terms expectations
are derived from subjective uncertainty measures of the respondents.



Figure 5. Difference between long and short-term SPF inflation expectations
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Figure 6. Inflation expectations according to SPF and Swap rates
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Figure 6. Continued
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Note: Swap55 denotes the values derived from 5 and 10 year Swap rates. Similarly Swap
denotes the values derived from 1 and 2 year Swap rates. The confidence bans for SPF are
computed with +/- 1 standard deviation.



Appendix

“Error-correction estimates’ for long-term survey values

1 2 3 4
constant .045 .674 137 .048

(19.15) (23.63) (24.88) (12.28)
Long -.237 -.354 -.387

(19.24) (23.71) (24.95)
EC, -175

(16.74)

AShort .029 .026 .021 114

(3.44) (3.12) (2.30) (10.35)
fixed effects none CS CS&TS CS&TS
R? 0.139 0.221 0.262 0.127
SEE 0.128 0.124 0.123 0.138
DW 2.20 2.13 2.12 242

Note: The dependent variable is ALong. EC is Long - Short. CS denotes fixed cross-section

and TS fixed time effects.
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