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CPl is weighted differently from consumer expectation surveys

Does this weighting difference matter?

Consumer expectations surveys do not include consumer
expenditure

Use consumer expenditure survey to reweight expectations
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NY Fed Consumer Expectation Survey

e 2013-

@ Demographic variables include Income (11 categories);
household size; education level, age, ethnicity and gender of
respondent; eight expenditure shares

@ Exact definitions do not match CES
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Procedure

Use 2018 interview survey (fmlilx, fmli2, fmli3, fmli4)
Put all the variables into the NY Fed format

Estimate consumer expenditure based on the variables

Impute consumer expenditure in the NY Fed data
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Regression

o EXP;=a+ B1INC; + ﬂg/NC,-2 + B3SIZE; + B4EDU; +
Zj ’)/J'SPENU +0ETH; +¢;

@ Use log expenditure from CES
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Regression Results

EXP
SIZE —0.242%**
(0.012)
EDU 0.034***
(0.002)
INC 0.124***
(0.004)
INC2 0.001***
(0.0004)
Observations 23,149
ETH Dummies Yes
SPEN Categories Yes
R? 0.631

Note: *p<0.1; **p<0.05; ***p<0.01, SPEN in-
cludes housing, utilities, health care, transporta-
tion, education, entertainment, food and apparel
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Figure: Comparison of fitted vs. actual consumption (logs)
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Figure: Comparison of fitted vs. actual consumption ($)
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Issues and Difficulties

e Make sure all relevant available variables are used (age,
gender, shares)

@ The data sets are relatively large
@ Cannot combine interview and diary survey
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Paper Results

Figure: Comparison of US One Year Ahead Mean Inflation Expectations

7.0

65 Mean Consumption Weighted Expectations

) —Mean Expectations

6.0

55

5.0

45

4.0

35

3.0
& =% % f N oM N Y Y WY O M~ M~ I~ I~ 00 0 0 0
- = = - - - - - - - - - - - - - = - -
o 0o 0o o o0 o0 o o0 o0 o0 o0 o o0 o0 o o0 o o O
o~ ~ o~ ~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o~ o o~ ~No~N o o~
Sl T Sl Sme S S Sl Sl Sal Smo el Sae el Sal Sm Sae S Sel Se S
g~ O d9F N O dF N S O %~ S o9 & O
o 0o 4 o0 0 o 9 0 0 o0 A4 0 0o A 0o o o

This figure shows the average inflation rate forecast from the NY Fed Survey as
well as the imputed consumption weighted average.
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Working Paper

e https://www2.gwu.edu/ forcpgm/2020-002.pdf
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