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ABSTRACT

This paper empirically investigates how inflation perceptions and inflation expectations are shaped
for Greek and euro area consumers, using data from the Consumer Expectations Survey (CES).
We document that median inflation perceptions as well as short-term, medium-term and long-
term inflation expectations over time are higher in Greece than in the euro area. In favour of
the supply-side narrative of inflation expectations, we find that consumers’ inflation expectations
are negatively correlated with their expectations for economic growth, while they are positively
correlated with their expectations for the unemployment rate in Greece and the euro area. We
also show that inflation perceptions are strongly and positively associated with inflation expec-
tations, yet the magnitude of this association declines as the inflation forecast horizon length-
ens. Finally, the results also indicate that the impact of socioeconomic variables on inflation expec-
tations varies between Greek and euro area consumers and is heterogeneous across different fore-
cast horizons.
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Ol ANTINHWEIL KAl Ol MPOIAOKIEX
TON KATANAAQTON TIA TON MAHOQPIIMO
ITHN EAAAAA KAl ETH ZQNH TOY EYPQ:
EYPHMATA ANO THN EPEYNA NMPOIAOKIQN
TON KATANAAQTON (CES)

Evdyyehog Xapahlapmakng
Tpanela tng EANGdog, AietBuven Owkovopikig Avdluong kar Meketav

NEPIAHWH

H pelétn diepevvad eumelound g SLOUOQPOVOVTUL Ol TTOOOOORIES TWV RATAVAMDTMV YLO TOV
aABwoioud otyv EAAdda naw ot Tahvn Tou evpn, xonornorotdvrag dedouéva and v "Epeuvva
ITpoodoxiwv twv Katavarwtdv (CES). H megrypagri avdlvon natadewnviel 6t ot didueoeg
avtMPeLs yio tov TAnfweLoud, xabag xat oL didueoeg foayvmpdbeoues, LecomEOBEoUES HaL
noxomedfeoueg mEoodoxries yio Tov TANOmELous drayeovird eivar vipnidtepes otnv EALAda
arnd 6,7 ot LAV ToV EVEX. ALATLOTHOVETAL ETIONG GTL OL TTQOOOORIES TWV RATAVOAMTAV YL, TOV
AN BwELoUS eppaviCovy 0QVNTLXY CVUOYKETLON UE TLS TEOOdOR{ES TOUS Yia TOV QUOUG OLXOVOuUL-
%NS AVATTTUENG, EVH TOQEOVOLALOUY BETIr] OCUOYETION UE TS TEOOOORIES TOVS YLaL TNV OveQY i
oty EAAdda nat oty Edvn tov evpd. Avté ouvdder ue v vtoBeon 4Tt oL XaTavalwTtég ouvOEouy
TLG TEOOOORIES TOVG YLt TOV TANOWELOUS Ue TAUQAYOVTES OT0 THV TAEVQA TG TEOOPoEds. Ta aso-
teléopata delyvouv 6Tl oL aVTLAPELS Yo TOV TANBmELoNS cvoyetiCovtol OeTirvd ®oL OTATLOTL-
KOG ONUOVTLRA PE TIC TANOMELOTIRES TTROGDORI{ES, WOTO0O0 TO HEYEDOC OVTHG TS CUOYETLONG UEL-
@vetoL 600 0 xeovirds 0pitovtag mEdPAeyns tov TANBmELonoy emunxvvetat. Téhog, ta amo-
TELEOUATO RATOIELRVIOUY GTL 1) ET(OQOLOT TMV ROLVWVIXOOLXOVOULRMV UETAPANTHV OTLS TANO0-
oLotéc mpoadoxries drapépel neta&l Tv ratavalwtav oty EMAda xar oty Ldvy tov evod
%Ol TAQOVOLALEL ETEQOYEVELD AVALOYQ UE TOV XQOVIXG 0pllovTa TESBAEYNC.
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MH TEXNIKH LYNOWH

H pekhétn diepevvad eumeloind Tig SLOUOQPOVOVTOL OL TTOOOOORIES TWV RATAVAADTMOV YLO TOV
aAnBwoiopd oty EAAGda xat otn Ldvn tou v, xonotpomotdvrag dedouéva and v "Epeuva
ITpoodonitwy tov Katavarwtdv (Consumer Expectations Survey — CES) wov dieEdyer n EKT.
H CES eivat pra pnvioia draduxtvaxrt €pggvva oty omoio ouupetéyouvv epimov 19.000 evnit-
%ot ®otavoAWTES amo 11 ydoeeg g Ldvng Tov evpd, avdueoa otig omoieg xot M EAAGOa. Ot tin-
0poQieg mov ovlLEyel mepLhaufdvouy, petaEl dilwv, unviaio dedouéva oy eTIRd LE TIG OVTL-
MYPELS TV ROTOVOADTHV YLoL TOV TANOMOLOUS C1jUEQX O€ OYEON UE TOVS TEONYOUUEVOUS dthdER
Ufveg, ®aB®g 1AL TIG TEOOAORIES TOVGS YLO TOV TANOMOLOUS TOVG ETOUEVOUS dHIERA UVES RaLL
o€ 00(CoVTa TOLWV RaL TEVTE ETAV.

H meprypaguur] avdluon ratadeinviel 6Tt T600 oL dudueoes avitMypelg 600 xou ot didpueoeg foa-
XUTEODETUES, HECOTEGOETUES KO UARQOTEOBETUES TEOTDORIES TV RaTOVALWTOV 0TV EALGOO
elvalr vynidtepeg amo 6,TL ot Lvn Tov gvp®. To evonua avtd, wotdoo, dev mepLopitetal otV
EMGda, alhd mapatnoeital xow og dALeg Y WEES ™S TiIvig TOV EVEM, SIS YL TAQAJELY AL OTHV
Ioptoyahiia. Aramiotdvetat extong ot otv EALGda naw ot Cdvn Tou evpw oL tpoodonieg tmv
RATOVALWTOV Y10 TOV TANOWELOUS ERpavICovV VN TLRY OUOYETLON WE TIC TEOOJORIES TOVG YLa
TOV QUOUG OLHOVOULXTG AVATTUENC, EVH TOROVOLALOUY BETINY OVOYETLON UE TIC TEOOOOXIES TOVG
yia Ty aveyia oty EAAAda xat ot Ldvn Tov evpd. Autd ouvddel pe v vdBeomn GTL oL koTo-
valmTEC oOVVIEOUV TIG TEOOAORIES TOUC YLO TOV TANOMOLOUS UE TAQGYOVTES ATO TNV TAEVQA TG
TEOO0POQEAC, dMNAad] oL vPNAGTEQES TANOWELOTIXES TROTOOK(ES OUVAEOVTOL UE QTaLoLOd0EES TTEO-
OTTIXES YLOL TNV OLROVOULQL.

To amoteléopata 0md 1o eUTTELOLRG VTGIELYUO Qe VOUV GTL OL AVILMPELS YL TOV TANBwELoUS
ennEedlovy BeTnd Tig TANBWELOTIRES TEOGORIES TV RATAVAAWTWV YL TOVS ETGUEVOUS dIdERAL
Ufveg, ta eTOUEVa Tola ®o to emdpeva TEVTE Yoovia otV EAMGda xat ot TLdvn Tov gvpd. To
uéyeBog g Betirrig avtiig enidQaoNg HeLdVETUL STAVY 0 YEOVIXGS 0QLoVTag TEGPAEYNS TOV TTAY-
BwoLopov avEdvetot. Autd cuvAdEL ®aL UE TO YEYOVOS OTL ®OL OL OLAUETES TTOOGOOKIES TV ROTA-
valotov pewdvovior oty EAAGda nat otn Tdvn tov evpd dtav o xpovirds opiloviag modphe-
PYng avEdvetar amtd dwdena UNVeS 0€ TOl RaL O TEVTE YOOVLAL.

Emumthéov, Ta amoteléopuato votadewviouy eniong Tl VTdQyEL ETEQOYEVELD OTNV ETTIOQOON T®V
KOLVMVIROOLKOVOULRMV UETAPANTAOV OTLS TANOMELOTIRES TTROOdOoR{EC AvdloYa Ue TOV QOVIXO 0QI-
Covta medfreyns. o v EAMAdQ, 0 X0NUATOOLROVOULRGS QAQABNTIONOS ROt 1) EXTAIOEVOT| OEV
ovoyetiCovral ue tig foayvmodbeoues TANOOLOTIRES TEOGdORIES. AVTLOETMC, OL LECOTEODE-
OUES 1ol poxrEomedeouec mpoodoxies yio tov TAnBweLloud avEdvovial 6tav to emimeda yon-
UOTOOLROVOULXOU adgafntionol xal exmtaidevong eivar yaunhd. Extong, oe avtiBeon ue m Covn
TOV VW, N VTTaEEN oVVTESPOU eugpavitel Loyv1 Betiny ovoyETLon Ue Tig TANOWELOTIXES TEOO-
doxnleg omv EALdda. Emimpdobeta, oL meQLooLonol pevotdtntag, 1 SuoyeE|S YONUATOOLROVO-
wxy ®atdotaon xot 1 duoxohio tpdofaong oe Toameliniy xoNUOTodoTHON £X0UV UEYAAUTEON
Betint] emidpaon otig TN BwELOTIRES TEOGOORIES YLt TOVE ®oTavohmTég otV EAMMAda amd 6,tu
ot Ldvn Tou gVEa.

Svumepaouatind, N ueAETn euPfobdivel TV ®oTAVONOY MAS VLA TO TAOC OL ROTAVOAWTES 0TV
EAMGSO vaw oty Cddvn Tov evpd dLapo@ovouy Tig tpoodoxieg Toug Yo tov mhnbwoioud. Emi-
AoV, emonuaiver 6tL M xidQAoN TWV AVTIMIPE®WV VLo TOV TANOWELOUS OTLS TEOOdORIES YLt
Tov ThANBmELouS dragogoroteital avdloya pe Tov xoovirnd opitovra g medfreyns. Eniong, ava-
JEMVUEL TNV ETEQOYEVELD TOV TEOGOORLDV YL TOV TANOWELOUO O€ OUAdES RATAVALWTOV WUE
CUYHREXQLUEVOL ROLVOVIXOOLROVOULXA Kaoaxtnolotird. H xatavonon touv unyaviopot diapde-
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POONG TOV TEOCIORLMV TOV RATAVAADMTAV YL TOV TANOwELoud cuufdiler onuaviind otov oye-
OLaOUS PULOG OTTOTEAEOUATIXNG VOULOUATLIXAG TTOATLUNS ®OL 0T PEATIMON TNG EMKROLVWVIOS TV
REVIQLXWV TOATECMV.
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ON INFLATION PERCEPTIONS AND EXPECTATIONS
FOR GREEK AND EURO AREA CONSUMERS:
EVIDENCE FROM THE CONSUMER EXPECTATIONS

SURVEY®

Evangelos Charalambakis

Bank of Greece, Economic Analysis and Research Directorate

I. INTRODUCTION

For central banks, inflation expectations have
become a key tool in conducting monetary pol-
icy. In the euro area, the ECB has often relied
on stable inflation expectations to assess policy
choices. As Christine Lagarde (ECB 2026) said:
“Inflation has been at around our two per cent
target, longer-term inflation expectations are
well anchored, and the economy has shown
resilience over recent quarters”. The ECB,
among other central banks, has invested in set-
ting up and fielding surveys that collect direct
measures of expectations of households and
firms as a source of information to help
improve monetary policy and central bank com-
munication (see D’Acunto and Weber 2024).

To this end, the ECB launched the Consumer
Expectations Survey (CES) in April 2020 to
measure expectations and household behav-
iour in a timely and consistent manner across
the euro area countries. The survey’s country
coverage has been expanded by adding to the
six original countries, i.e. Belgium, Germany,
Spain, France, Italy and the Netherlands, an
additional set of five countries in April 2022,
i.e. Austria, Finland, Ireland, Greece and Por-
tugal. Therefore, since April 2022, the CES
collects, at a monthly frequency, Greek data on
consumer perceptions about past inflation as
well as expectations about future inflation over
the next twelve months and between two and
three years ahead.

At the same time, academic research has been
making progress in enhancing our understand-
ing of how consumers form their beliefs about
future inflation and how these beliefs feed
into their economic decisions, thus becoming
crucial for the design of monetary policy. In par-
ticular, prior research has shown that inflation
expectations matter for their consumption deci-
sions (see Bachmann et al. 2015; Duca-Radu et
al. 2021; and D’ Acunto et al. 2022).

This paper, using CES data, provides useful
insights into: a) how Greek consumers form
their perceptions and their short-, medium- and
long-term expectations about inflation and
b) whether and to what extent inflation per-
ceptions and expectations in Greece differ
from those in the euro area. It contributes and
relates to the literature in several important
ways. First, it documents the evolution of con-
sumers’ inflation perceptions and expectations
in Greece over time. Second, it shows how per-
ceptions and expectations about inflation cor-
relate with macroeconomic indicators, namely
the expected economic growth rate and the
unemployment rate. This is in line with the
“supply-side narrative” documented in the
study of Coibion et al. (2023), whereby higher
inflation expectations are associated with bad
news and a more pessimistic outlook for the
economy.

Third, we document how Greek consumers’
inflation perceptions impact their expectations
about inflation extending the relevant litera-
ture (see, among others, Drager 2015; Cavallo
et al. 2017; Arioli et al. 2017; Stanistawska et
al. 2021; D’Acunto et al. 2021; as well as
Stanistawska and Paloviita 2024). Fourth, we
provide evidence on the heterogeneity of infla-
tion expectations in Greece across socioeco-
nomic groups, which adds to previous studies
(see Arioli et al. 2017; Del Giovane et al. 2009;
and Weber et al. 2022, among others).

The remainder of the paper is structured as fol-
lows: Section 2 describes the data and outlines
the empirical methodology. Section 3 illus-
trates the evolution of inflation perceptions
and expectations over time and how inflation
expectations are correlated with macroeco-
nomic indicators. Section 4 presents the results
and Section 5 concludes.

* The views expressed in this article are of the author and do not
necessarily reflect those of the Bank of Greece. The author is

responsible for any errors or omissions.
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2 DATA AND EMPIRICAL DESIGN

We use the CES dataset from April 2022 to
December 2025, which covers eleven euro area
countries (EA11) including Greece. The CES
is a monthly online survey of around 19,000
adult consumers, which features a panel com-
ponent that ensures monitoring of the same
respondents over time.! Among other expec-
tation measures, the CES collects at a monthly
frequency data on consumer perceptions
about past inflation as well as expectations
about future inflation over the next twelve
months, between two and three years ahead
and five years ahead. In that way, the CES cap-
tures effectively the cross-section and time-
series variation of households’ inflation expec-
tations. It also collects a wide range of socioe-
conomic characteristics, such as age, gender,
education, financial literacy, household size,
income, etc. The wealth of information col-
lected by the CES enables us to explore the
heterogeneity in consumer inflation expecta-
tions across specific demographic and socio-
economic groups.

Our empirical model is of the following form:

E(Inflation;+12) = Bo+ 1 Perceived Inflation;,
+6:X,+Y, +1+ €, (1)

where E(Inflation;,.2) is the dependent vari-
able and represents short-term inflation expec-
tations, i.e. inflation expectations over the next
twelve months.

With respect to the independent variables of
the model, Perceived Inflation reflects the sub-
jective consumers’ perceptions of how prices
have changed over the past twelve months
compared to today, capturing their realised
inflation experiences at the individual level. A
vector X of sociodemographic variables is also
included and consists of age, gender, partner
status, education, household size, low level of
financial literacy (LFL), unemployment status,
income quintiles, homeownership status,
mortgage holder status, liquidity constraints,
hard financial situation and hard credit access.
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Financial literacy is measured in the CES
according to a standardised set of questions
developed by Lusardi and Mitchell (2011). The
CES asks three multiple-choice questions to
help us assess consumers’ understanding of a)
interest rate compounding, b) nominal vs real
values and c) portfolio risk diversification. We
categorise the respondents with lower scores as
those with a low level of financial literacy.

Respondents that face liquidity constraints are
identified among those who report that —- when
thinking about their available financial
resources, including access to credit, savings,
loans from relatives or friends, etc. — they would
not have sufficient financial resources to pay for
an unexpected payment equal to one month of
their household income. Consumers that are
subject to a hard financial situation are those
who responded that their household is much or
somewhat worse off compared to twelve
months ago. Finally, consumers that find it hard
to access credit are those who reported that it
is much or somewhat harder to obtain credit or
loans compared to twelve months ago.

Y, denotes the wave dummies to account for
time effects and [; denotes country dummies to
account for country effects for the pooled
EAI11 dataset.

Equation (1) is rewritten as the following two
equations, when the outcome variable is infla-
tion expectations three years ahead and infla-
tion expectations five years ahead, respectively.

E(Inflation;+3,) =Po+B1 Perceived Inflation;,
+68.X,+Y +1+€;, (2)

and

E(Inflation;,+s,) =fo+p1 Perceived Inflation;,
+ﬂ2X,‘y[+Yt+If+ 6[’[7 (3)

We also enhance the empirical specification
described in equations (1), (2) and (3) to
account for individual fixed effects (FE).

1 For a detailed description of CES, see Bankowska et al. (2021) and
Georgarakos and Kenny (2022).



3 INFLATION PERCEPTIONS AND EXPECTATIONS
OVER TIME AND THE SUPPLY-SIDE NARRATIVE

The left panel of Chart 1 illustrates the evolution
of inflation, based on the Harmonised Index of
Consumer Prices (HICP), in Greece and the
euro area during the period between April 2022
and December 2025. There was a sharp increase
in inflation in 2022, owing to disruptions in
global supply chains caused by the pandemic, as
well as inflationary pressures in the energy sec-
tor, which were intensified by the war in
Ukraine. In Greece, the HICP inflation rate rose
from 9.1% in April 2022 to 12.1% in September
2022, reaching its peak value, while, in the euro
area, it increased from 7.5% in April 2022 to its
highest point of 10.6% in October 2022.

Subsequently, as a result of the ECB’s mone-
tary policy, inflation in the euro area declined
significantly, from 10.6% to 1.7% in Septem-
ber 2024, its lowest level during the period
under review, and reached the inflation target
of 2% in December 2025. In Greece, the HICP
decreased from 12.1% in September 2022 to
2.9% in December 2025. Also, note that infla-
tion in Greece rose from 2.5% in June 2024 to
3.2% in August 2024, mainly due to increases
in energy and services prices.

The left panel of Chart 1 also shows that
median inflation perceptions in Greece are
higher than those in the euro area based on
CES data.? Moreover, other euro area coun-
tries, such as Portugal, also exhibit higher infla-
tion perceptions than the euro area as a whole.
While median perceptions about inflation for
Greek consumers remained at high levels until
April 2024 - reaching a maximum of 25% in
February 2023 — they have been declining at a
steady pace, falling to 10.1% in December
2025. Median inflation perceptions for euro
area consumers follow a similar pattern. While
they sustained high levels of 10% until March
2023, they started to decline gradually, result-
ing in a rate of 3.2% in December 2025.

We also observe that inflation perceptions are
systematically higher than the actual inflation

rate throughout the entire period for Greece
and for the euro area since October 2022.
Compared to the euro area, the overestimation
of perceived inflation in Greece is both
stronger and more persistent, indicating that
Greek consumers overreact more to news
about inflation than their euro area counter-
parts. This pattern is also observed in other
euro area countries, such as Portugal (see
Chart 1, left panel).

The overestimation bias in consumers’ infla-
tion perceptions is well documented in several
studies (see Arioli et al. 2017; Abildgren and
Kuchler 2021; as well as Reiche and Meyler
2022, among others). These studies highlight
the fact that part of this bias may reflect that
the respondents may have another price con-
cept in mind, such as food prices, rather than
consumer prices in general when interviewed
about their perceptions about inflation.

The right panel of Chart 1 (left axis) depicts the
median inflation expectations over the next
twelve months for Greece and the euro area.
We observe that the trend in inflation expec-
tations mirrors that of inflation perceptions.
However, consumers’ inflation expectations are
noticeably lower than their perceptions. Fur-
thermore, as with perceptions, consumer infla-
tion expectations in Greece and Portugal are
higher than those in the euro area. Short-term
inflation expectations in Greece and the euro
area reached their peak levels — 14.6% and
5.8%, respectively — at the same time as the
HICP also peaked in Greece and in the euro
area, i.e. in September and October 2022,
respectively. Since then, median inflation
expectations declined in Greece and in the euro
area reaching 7.7% and 2.8%, respectively, in
December 2025. This significant decline in con-
sumer inflation expectations is primarily the
outcome of the ECB’s restrictive monetary pol-
icy, characterised by the implementation of ten
consecutive substantial interest rate increases
between July 2022 and September 2023.

2 This is also in line with the EU-Harmonised Consumer

Expectations Survey.
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Chart | Inflation perceptions and inflation expectations

(percentage changes)

Median inflation perceptions and HICP: Greece, Portugal, EA11
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Median inflation expectations over the next 12 months. Inflation
uncertainty: Greece, Portugal, EA11

=== Inflation exp. 1y EA1l

=== [nflation exp. ly EL

=== [nflation exp. ly PT

== = Median inflation uncertainty EA11

= =Median inflation uncertainty EL

= = Median inflation uncertainty PT
16 30

14

12

Apr. 22 Nov. 22 Jun. 23 Jan. 24 Aug. 24 Mar. 25 Oct. 25

Source: Consumer Expectations Survey (CES).
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Notes: Weighted data. Consumers’ inflation perceptions and expectations are winsorised at the most extreme two percentiles to deal with
outliers. Inflation uncertainty (right-hand side axis) is based on the respondent-specific probability distributions derived from the
probabilistic bin question on inflation expectations. Note that the number of underlying bins increased from eight to a total of ten as of
July 2022. The implied inflation uncertainty is computed as the interquartile range between the 75th and the 25th percentile of the
respondent-specific subjective distribution. CES data span the period from April 2022 to December 2025.

The probabilistic question on inflation expec-
tations over the next twelve months in the CES
enables the elicitation of a subjective proba-
bility distribution of inflation expectations
(over the next 12 months) that is consumer-spe-
cific. In particular, respondents are asked to
allocate 100 points across specific intervals of
changes in prices (bins) to indicate the likeli-
hood of future inflation. Therefore, inflation
uncertainty can be measured as the interquar-
tile range from the respondent-specific sub-
jective distribution and is shown in the right
panel of Chart 1 (right axis). Not surprisingly,
we notice that inflation uncertainty increases
when inflation expectations are high and
decreases as inflation expectations decline sub-
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stantially. Inflation uncertainty decreases for
Greek consumers from 6.9% in April 2022 to
3.6% in December 2025 and from 2.3% to 1.7%
for euro area consumers over the same period.

Medium-term consumer inflation expectations
in Greece and the euro area are considerably
lower than short-term expectations. In partic-
ular, as with one year ahead expectations, three
years ahead inflation expectations are higher
and exhibit greater volatility in Greece and Por-
tugal compared to the euro area (see Chart 2,
left panel). Medium term inflation expectations
in Greece reached their maximum level of
10.2% in October 2023, but subsequently
declined significantly to 5.1% in December



Chart 2 Inflation expectations three and five years ahead

(percentage changes)

Median inflation expectations 3 years ahead in Greece, Portugal
and EA11
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Median inflation expectations 5 years ahead in Greece, Portugal
and EA11
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Notes: Weighted data. Consumers’ inflation expectations three and five years ahead are winsorised at the most extreme two percentiles to
deal with outliers. CES data for inflation expectations three years ahead span the period from April 2022 to December 2025. CES data for
five years ahead inflation expectations span the period from August 2022 to December 2025.

2025. On the other hand, three years ahead
inflation expectations in the euro area peaked
at 3.1% in October 2022 but, since then, they
declined, standing at 2.6% in December 2025.

Long-term inflation expectations for Greek
and euro area consumers remain relatively sta-
ble over extended periods of time without
undergoing substantial variations (see Chart 2,
left panel). Median five years ahead inflation
expectations in Greece remained broadly
unchanged at 5% for two years, from Septem-
ber 2023 to August 2025. They increased a bit
since then, reverting back to 5% in December
2025. Likewise, median five years ahead infla-
tion expectations in the euro area remained
broadly unchanged at 2.1% for approximately

three years, from September 2022 to July 2025,
and then they increased to 2.4% in December
2025. On the other hand, long-term inflation
expectations in Portugal exhibit greater
volatility.

Chart 3 illustrates a clear negative association
between consumers’ expectations of economic
growth and inflation for both Greece and the
euro area. This association appears consistent
with a “supply-side narrative”, where higher
inflation expectations are mainly associated
with a pessimistic economic outlook and lower
expectations about economic growth, and is
documented in Coibion et al. (2023). Further,
Chart 4 shows a clear positive association
between inflation expectations and expecta-

63
Economic Bulletin [y
July 2026



m

Chart 3 Association between inflation expectations and expected economic growth
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Source: Consumer Expectations Survey (CES).

Notes: The chart plots inflation expectations over the next twelve months and economic growth rate expectations over the next twelve
months for Greece and EA11. Both series are winsorised at the most extreme two percentiles to deal with outliers. The linear fit considers
wave and individual specific fixed effects. CES data span the period from April 2022 to December 2025.

Chart 4 Association between inflation expectations and expected unemployment rate
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Source: Consumer Expectations Survey (CES).

Notes: The chart plots expectations about inflation and the unemployment rate over the next twelve months for Greece and EA11. Both
series are winsorised at the most extreme two percentiles to deal with outliers. The linear fit considers wave and individual specific fixed
effects. CES data span the period from April 2022 to December 2025.
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tions about the unemployment rate for both
Greece and the euro area, providing additional
evidence on the supply-side narrative that high
consumers’ inflation expectations are corre-
lated with negative economic sentiment.

4 EMPIRICAL RESULTS

We present the results from a linear regression
model of short-term inflation expectations
described in equation (1). Table 1 shows that
inflation expectations over the next twelve
months are positively and strongly associated
with inflation perceptions in Greece and the
euro area, although the effect is relatively
higher for Greek consumers. The effect of
some socioeconomic variables on inflation
expectations is heterogeneous in Greece com-
pared to the euro area. In addition, while
women and consumers with a low level of
financial literacy have higher inflation expec-
tations in the euro area, gender and financial
literacy do not impact inflation expectations in
Greece. Consumers’ inflation expectations
increase with age in Greece and the euro area.
Nevertheless, while the effect is not significant
at 5% for the two age groups in Greece, the
effect is positive only for the last age category
for euro area consumers, i.e. consumers aged
55 and above. We observe that income is neg-
atively related to inflation expectations for
both Greece and euro area consumers. How-
ever, for Greece the effect is negative in one
of the highest income groups (quintile 4),
whereas for the euro area the effect is positive
in the lowest income group (quintiles 1 and 2).
Previous studies have also shown that age, gen-
der and income are correlated with inflation
expectations (see Arioli et al. 2017; Ehrmann
et al. 2017; and Abildgren and Kuchler 2021,
among others). Partnership status is positively
and strongly associated with inflation expec-
tations in Greece. However, there is no sig-
nificant impact of partnership status on infla-
tion expectations in the euro area. Holding a
mortgage is negatively associated with short-
term inflation expectations for euro area con-
sumers, but this effect is absent for Greek con-

Table | Regression model of short-term

inflation expectations |

E(Inflationi+12)

Greece EAllL
o . 0.5805%** 0.4954%**
Perceived inflation (0.0496) (0.0109)
RO -1.0609 0.1566***
(0.6646) (0.0558)
0.7778* -0.0660
Age: 35-54 (0.4659) (0.2191)
) 1.1146* 0.6813***
Age: 55+ (0.5749) (0.2480)
. . -1.1619 -0.0506
High education level (0.7623) (0.0465)
] . -0.3986* 0.0596***
Household size (0.2387) (0.0213)
0.6131 0.1926***
LFL (0.6119) (0.0428)
Unemployed 09253 TN
ploy (0.8254) (0.1024)
Partner RN e
(0.5829) (0.0552)

. -1.5084*
Home ownership (0.8129) -0.0286 (0.0667)
Home mortgage 0-0%%6 O o
gag (0.3970) (0.0500)
Income - Q1 0.7228 023507
(0.8152) (0.0794)
0.9221* 0.2184***
Income — Q2 (0.5341) (0.0615)
0.2648 0.0837
Income — Q3 (0.4834) (0.0564)
-1.1372%* -0.0243
Income — Q4 (0.5677) (0.0510)
Lo e 0.8250** 0.4764***
Liquidity constraints (0.3453) (0.0451)
. S 1.2546%** 0.5588***
Hard financial situation (0.2325) (0.0443)
. 3 1.8244%** 0.6251***
Hard credit access (0.3019) (0.0355)
Country FE NO YES
Wave FE YES YES
Observations 47,185 918,908
R-squared 0.5369 0.4851

Notes: We use a linear regression model of inflation expectations over
the next twelve months. Survey weights are used. Wave fixed effects
are included but not reported. For the EA11 dataset, country fixed
effects are also included. The sample includes robust standard errors
in parenthesis. The symbols ***, ** and * denote statistical significance
at 1%, 5% and 10%, respectively. CES data span the period from April
2022 to December 2025.

sumers. While household size is not related to
inflation expectations for Greek consumers at
the 5 percent confidence level, its effect is pos-
itive for euro area consumers. In addition, edu-
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Table 2 Regression model of short-term

inflation expectations Il

E(Inflationi+12)

Greece EAll

R . 0.4036*** 0.3702%**
Perceived inflation (0.0158) (0.0037)
2.8093* 0.4835%*

LESLEe) (1.6364) (0.1969)
2.7694* 0.4874%**

Income - Q2 (1.5861) (0.1575)
0.7223 0.2925%**

LSO (0.8300) (0.1092)
0.3918 0.2681%**

Income - Q4 (0.6381) (0.0706)
Lo NI 0.0824 -0.0798**
Liquidity constraints (0.2795) (0.0378)
. e 0.5707*** 0.3417%**

Hard financial situation (0.1969) (0.0250)
. 0.2786 0.1850***

Hard credit access (0.1758) (0.0247)
Country FE NO YES
Wave FE YES YES
Individual FE YES YES
Observations 41,775 872,844
R-squared 0.7870 0.71541

Notes: We use a linear regression model of inflation expectations over
the next twelve months accounting for individual fixed effects. Sur-
vey weights are used. Wave fixed effects are included but not reported.
For the EA11 dataset, country fixed effects are also included. The
sample includes robust standard errors in parenthesis. The symbols
##x %% and * denote statistical significance at 1%, 5% and 10%,
respectively. CES data span the period from April 2022 to December
2025.

cation, home ownership and unemployment
are not associated with inflation expectations
for both Greece and euro area countries.

Interestingly, liquidity constraints, hard finan-
cial situation and hard credit access are posi-
tively associated with short-term inflation
expectations, albeit the impact is stronger for
Greek compared to euro area consumers. In
particular, the estimated coefficients of liq-
uidity constraints and hard financial situation
are twice as high for Greece, while the impact
of hard credit access is three times higher.

In Table 2 we present the results from a linear
regression model of short-term inflation expec-
tations using the same empirical specification
as in equation (1) but this time we also account

63
) Economic Bulletin
OB july 2026

for individual fixed effects. Controlling for
individual fixed effects, the impact of inflation
perceptions on inflation expectations over the
next twelve months is similar for Greece and
the euro area with the estimated coefficient of
0.4 for perceived inflation. The inference on
the impact of the remaining variables is qual-
itatively the same, with the exception of liq-
uidity constraints and hard credit access. Liq-
uidity constraints are not associated with infla-
tion expectations for Greek consumers and
euro area consumers (at 5 percent confidence
level). Unlike the euro area, hard credit access
is not related to inflation expectations over the
next twelve months in Greece.

We present the results from a linear regression
model of medium-term inflation expectations
described in equation (2). Table 3 shows that
the perceived inflation also has a positive and
strong effect on medium-term inflation expec-
tations for both Greece and the euro area. A
one-percentage-point increase in inflation per-
ceptions raises three-year-ahead inflation
expectations by 0.5 percentage points on aver-
age for Greek consumers, compared to 0.4 per-
centage points for euro area consumers.

In line with the findings for inflation expecta-
tions over the next twelve months, the qualita-
tive impact of age, gender, partnership status
and mortgage holder status on three-year-ahead
inflation expectations is the same for Greek and
euro area consumers. Low financial literacy is
positively associated with medium-term infla-
tion expectations in both Greece and the euro
area. However, the estimated coefficient for
Greek consumers is six times larger than that for
euro area consumers. Unlike in the euro area,
where education has a muted effect, a high level
of education significantly reduces inflation
expectations three years ahead in Greece.
Medium-term inflation expectations increase
with income in the euro area, but this associa-
tion does not apply to Greek consumers.
Finally, the positive effect of liquidity con-
straints, hard financial situation and hard
credit access on inflation expectations three
years ahead is stronger for Greek consumers



Table 3 Regression model of medium-term

inflation expectations |

Table 4 Regression model of medium-term
inflation expectations Il

E(Inflationi+3)

Greece EA11

. . . 0.5142%** 0.3765%**
Perceived inflation (0.0631) (0.0146)
Women -0.8315 0.1573**
(0.8691) (0.0761)

1.0458* 0.3696%**

Age: 35-54 0.6173) (0.0654)
. 1.3493* 0.5480%***
SERI (0.8190) (0.0729)
. . -2.5077** -0.0779
High education level (1.0210) (0.0616)
. -0.4864 0.0693**

Household size (03352) (0.0290)
1.8142%* 0.3821%**

LFL (0.7499) (0.0536)
Unemployed 0.7357 0.1941
ploy (1.0154) (0.1362)
Partner 2.2890%** 0.0164
(0.7961) (0.0759)

Home ownershi Afs5e Wy
P (1.0980) (0.0960)

Home mortgage 04804 -0.2602*"*
&ag (0.5597) (0.0646)

eae =0l 1.7333 0.4241%**
(1.0851) (0.1092)

1.1735 0.3001***

Income - Q2 (0.7842) (0.0801)
1.0098 0.0735

A0 (0.7114) (0.0713)
-0.7536 -0.0261

Income - Q4 (0.7057) (0.0653)
Lo . 0.9431%* 0.4257***
Liquidity constraints (0.4199) (0.0608)
. . . 0.8871%** 0.6681***

Hard financial situation (0.3012) (0.0589)
. 2.8270%** 0.7434%%**

Hard credit access (0.3890) (0.0485)
Country FE NO YES
Wave FE YES YES
Observations 47,185 918,908
R-squared 0.3717 0.2923

We use a linear regression model of inflation expectations three years
ahead. Survey weights are used. Wave fixed effects are included but
not reported. For the EA11 dataset, country fixed effects are also
included. The sample includes robust standard errors in parenthesis.
The symbols ***, ** and * denote statistical significance at 1%, 5%
and 10%, respectively. CES data span the period from April 2022 to
December 2025.

compared to their euro area counterparts.

In Table 4 we augment the empirical specifi-
cation described in equation (2) to account for

E(Inflationi;+s,)

Greece EA11

L . 0.2877*** 0.2200%**
Perceived inflation (0.0136) (0.0036)
-0.2311 0.2282

Lo (1.6330) (0.1956)
-0.1591 0.3634**

Income - Q2 (1.5006) (0.1570)
-0.9664 0.2276**

Lt (08 (0.9612) (0.1131)
-0.1679 0.2445%**

Income - Q4 (0.6819) (0.0742)
Lo . 0.4892* -0.0095
Liquidity constraints (0.2858) (0.0388)
) S 0.4657** 0.1797***

Hard financial situation (02187 (0.0328)
. 0.0281 0.1297***

Hard credit access (0.1983) (0.0333)
Country FE NO YES
Wave FE YES YES
Individual FE YES YES
Observations 41,775 872,845
R-squared 0.7526 0.6637

Notes: We use a linear regression model of inflation expectations three
years ahead accounting for individual fixed effects. Survey weights are
used. Wave fixed effects are included but not reported. For the EA11
dataset, country fixed effects are also included. The sample includes
robust standard errors in parenthesis. The symbols ***, ** and *
denote statistical significance at 1%, 5% and 10%, respectively. CES
data span the period from April 2022 to December 2025.

individual fixed effects. Compared to the
results presented in Table 3, the qualitative
effect of inflation perceptions on medium-term
inflation expectations is identical for Greece
and the euro area, though the magnitude of the
estimated coefficient is smaller in both cases.
All the remaining variables enter the same sign
as those reported in Table 2.

Table 5 displays the results from a linear
regression model of long-term inflation
expectations for Greece and the euro area. Our
results show that, for both Greek and euro area
consumers, perceptions about current inflation
compared to the past twelve months still affect
five-year-ahead inflation expectations, though
the estimated coefficients are smaller in mag-
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Table 5 Regression model of long-term

inflation expectations |

Table 6 Regression model of long-term
inflation expectations Il

E(Inflationi+s,)

Greece EA11

R . 0.4444%==* 0.3012%**
Perceived inflation (0.0800) 0.0179)
Women -1.5637 0.0756
(1.0670) (0.0909)

1.2466* -0.4249%**

Age: 35-54 (0.6922) (0.0708)
X 1.5272* 0.5069***
LRI (0.8323) (0.0778)
. . -2.7747%* -0.0923
High education level (1.2090) (0.0685)
. -0.6149* 0.0663**

Household size (0.3391) (0.0313)
1.8326%** 0.3275%**

LFL (0.6959) (0.0538)
Unemployed -0.0713 0.1282
ploy (0.9591) (0.1474)
Partner 2.5399%** -0.0292
(0.8824) (0.0851)

Home ownershi A IR
P (1.3161) (0.1147)

Home mortgage -0.5974 -0.27327%
sag (0.5586) (0.0684)

Income — O1 1.2455 0.3828%***
(1.0087) (0.1169)

Income — Q2 1.5036* 0.2894***
(0.8305) (0.0862)

1.0830 0.0382

A0 (0.8092) (0.0735)
-0.7361 -0.0605

Income - Q4 0.6770) (0.0657)
Lo . 0.3478 0.2795%**
Liquidity constraints (0.4412) (0.0639)
. S 0.7588** 0.5338***

Hard financial situation (03137) (0.0703)
. 2.6200%** 0.6204***

Hard credit access (0.4239) (0.0543)
Country FE NO YES
Wave FE YES YES
Observations 42,723 839,426
R-squared 0.3058 0.2132

Notes: We use a linear regression model of inflation expectations five
years ahead. Survey weights are used. Wave fixed effects are included
but not reported. For the EA11 dataset, country fixed effects are also
included. The sample includes robust standard errors in parenthesis.
The symbols ***, ** and * denote statistical significance at 1%, 5%
and 10%, respectively. CES data span the period from August 2022
to December 2025.

nitude than those for medium-term expecta-
tions (i.e. 0.4 and 0.3, respectively). In addi-
tion, as with medium-term inflation expecta-
tions, education, partnership status and
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E(Inflationi+s,)

Greece EA11

R . 0.1881*** 0.1533%**
Perceived inflation (0.0141) (0.0034)
0.8948 0.1755

LESLE0) (1.5006) (0.1980)
0.7495 0.2212%*

Income - Q2 (1.1351) (0.1527)
-0.1285 0.1896*

LSO (0.8582) (0.1125)
Income — O4 0.8736* 0.2487%**
(0.4600) (0.0722)

Lo . 0.1034 -0.0711*
Liquidity constraints (0.3902) (0.0427)
. S 0.1674 0.1289%***

Hard financial situation (0.2426) (0.0326)
. 0.1893 0.1384***

Hard credit access (0.2161) (0.0326)
Country FE NO YES
Wave FE YES YES
Individual FE YES YES
Observations 37,490 795,084
R-squared 0.7419 0.6442

Notes: We use a linear regression model of inflation expectations five
years ahead accounting for individual fixed effects. Survey weights are
used. Wave fixed effects are included but not reported. For the EA11
dataset, country fixed effects are also included. The sample includes
robust standard errors in parenthesis. The symbols ***, ** and *
denote statistical significance at 1%, 5% and 10%, respectively. CES
data span the period from August 2022 to December 2025.

financial literacy are strongly associated with
long-term inflation expectations in Greece.
While hard financial situation and hard credit
access impact long-term inflation expectations,
the effect of liquidity constraints is not statis-
tically significant for Greek consumers.
Finally, among euro area consumers, the influ-
ence of socioeconomic variables on long-term
inflation expectations closely mirrors that
observed for medium-term inflation expecta-
tions, as reported in Table 3.

According to Table 6, when accounting for
individual fixed effects, the effect of perceived
inflation on inflation expectations five years
ahead for both Greece and the euro area is
lower and similar, with the estimated coeffi-
cient of inflation perceptions standing at



approximately 0.2. Moreover, we find that
long-term inflation expectations in Greece are
driven exclusively by inflation perceptions, as
no other variables appear to exert any signifi-
cant influence on them. For euro area con-
sumers, income, hard financial situation and
hard credit access are associated with inflation
expectations five years ahead.

5 CONCLUDING REMARKS

This paper, using the CES data, empirically
investigates how inflation perceptions and
inflation expectations are shaped for Greek
and euro area consumers. Descriptive evidence
shows that inflation perceptions and expecta-
tions closely track the movements in the offi-
cial inflation rate, as measured by the Har-
monised Index of Consumer Prices (HICP). In
addition, we document that median inflation
perceptions as well as short-term, medium-
term and long-term inflation expectations over
time are higher in Greece than in the euro
area. Moreover, inflation uncertainty tends to
increase when inflation expectations are ele-
vated, though it remains relatively stable over
time and is not subject to large fluctuations.

We also provide support for the supply-side nar-
rative documented in Coibion et al. (2023),
which posits that consumers generally tend not
to associate higher inflation with stronger
demand and higher economic growth, but
instead higher inflation expectations are asso-
ciated with bad news and a more pessimistic
outlook for the economy. In particular, we find
that consumers’ inflation expectations for the
next twelve months are negatively correlated
with their expectations for economic growth
over the same period, while they are positively
correlated with their expectations for the unem-
ployment rate in both Greece and the euro area.

The results show that inflation perceptions
have a positive impact on inflation expecta-
tions over the next months, as well as three
years and five years ahead for Greece and the
euro area. As the forecast horizon increases,

the effect of inflation perceptions is lower, pro-
viding evidence of the downward sloping of the
term structure of inflation expectations. This
is further supported by the fact that median
inflation expectations decrease when the fore-
cast horizon lengthens from twelve months to
three and five years ahead. These findings pro-
vide a positive indication of the anchoring of
inflation expectations, as consumers expect
inflation to decline over time.

The results also indicate that the impact of
socioeconomic variables on inflation expecta-
tions is heterogeneous across different forecast
horizons. For Greek consumers, financial lit-
eracy and education are not associated with
short-term inflation expectations. However,
medium and long-term inflation expectations
increase with a low level of financial literacy
and education. Unlike the euro area, partner-
ship status is strongly and positively related to
inflation expectations in Greece.

In addition, the positive impact of liquidity
constraints, hard financial situation and hard
credit access on inflation expectations is more
pronounced for Greek consumers than for
their euro area counterparts. Notably, the mag-
nitude of the estimated coefficients of these
variables diminishes once we control for indi-
vidual fixed effects.

Overall, this study provides useful insights on
how Greek consumers form their inflation
expectations across different forecast horizons,
using data from the CES. The CES is particu-
larly well-suited for this purpose, as it collects
novel and timely information on consumers’
inflation perceptions, as well as their short-,
medium- and long-term inflation expectations.
In addition, the granularity of the data allows us
to examine heterogeneity in expectations for-
mation across different socioeconomic groups
of consumers. Furthermore, it complements
measures of inflation expectations derived from
financial markets, deepening our understanding
on the formation of inflation expectations,
which has major implications for monetary pol-
icy and central bank communication.

63
Economic Bulletin 9 Yo
July 2026



100

REFERENCES

Abildgren, K. and A. Kuchler (2021), “Revisiting the inflation perception conundrum”, Journal
of Macroeconomics, 67, 103264.

Arioli, R., C. Bates, H. Dieden, 1. Duca, R. Friz, C. Gayer, G. Kenny, A. Meyler and I. Pavlova
(2017), “EU consumers’ quantitative inflation perceptions and expectations: An evaluation”,
ECB, Occasional Paper No. 186.

Bachmann, R., T.O. Berg and E.R. Sims (2015), “Inflation expectations and readiness to spend:
Cross-sectional evidence”, American Economic Journal: Economic Policy, 7(1), 1-35.

Bankowska K., A.M. Borlescu, E. Charalambakis, A. Dias Da Silva, D. Di Laurea, M. Dossche,
D. Georgarakos, J. Honkkila, N. Kennedy, G. Kenny, A. Kolndrekaj, J. Meyer, D. Rusinova,
F. Teppa and V.-M. Térmalehto (2021), “ECB Consumer Expectations Survey: An overview
and first evaluation”, ECB, Occasional Paper No. 287.

Cavallo, A., G. Cruces and R. Perez-Truglia (2017), “Inflation expectations, learning, and supermarket
prices: Evidence from survey experiments”, American Economic Journal: Macroeconomics, 9(3), 1-35.

Coibion, O., D. Georgarakos, Y. Gorodnichenko and M. van Rooij (2023), “How does con-
sumption respond to news about inflation? Field evidence from a randomized control trial”,
American Economic Journal: Macroeconomics, 15(3), 109-152.

D’Acunto, F. and M. Weber (2024), “Why survey-based subjective expectations are meaningful
and important”, Annual Review of Economics, 16, 329-357.

D’Acunto, F., D. Hoang and M. Weber (2022), “Managing households’ expectations with uncon-
ventional policies”, The Review of Financial Studies, 35(4), 1597-1642.

D’Acunto, F., U. Malmendier, J. Ospina and M. Weber (2021), “Exposure to grocery prices and
inflation expectations”, Journal of Political Economy, 129(5), 1615-1639.

Del Giovane, P., S. Fabiani and R. Sabbatini (2009), “What’s behind ‘inflation perceptions’? A survey-
based analysis of Italian consumers”, Giornale degli Economisti e Annali di Economia, 68(1), 25-52.
Driager, L. (2015), “Inflation perceptions and expectations in Sweden — Are media reports the

missing link?”, Oxford Bulletin of Economics and Statistics, 77(5), 681-700.

Driger, L. and G. Nghiem (2021), “Are consumers’ spending decisions in line with a euler equa-
tion?”, The Review of Economics and Statistics, 103(3), 580-596.

Duca-Radu, I., G. Kenny and A. Reuter (2021), “Inflation expectations, consumption and the
lower bound: Micro evidence from a large multi-country survey”, Journal of Monetary Economics,
118, 120-134.

ECB (2026), Monetary policy statement (with Q&A), https://www.ecb.europa.eu/press/press
conference/monetary-policy-statement/2026/html/ecb.is260319 ~ 93blcbad97.en.html, March 19.

Ehrmann, M., D. Pfajfar and E. Santoro (2017), “Consumers’ attitudes and their inflation expec-
tations”, International Journal of Central Banking, 13(1), 225-259.

Georgarakos, D. and G. Kenny (2022), “Household spending and fiscal support during the COVID-
19 pandemic: Insights from a new consumer survey”, Journal of Monetary Economics, 129, S1-S14.

Lusardi, A. and O.S. Mitchell (2011), “Financial literacy and planning: Implications for retire-
ment wellbeing”, in Lusardi, A. and O.S. Mitchell (eds.), Financial literacy: Implications for retire-
ment security and the financial marketplace, Oxford: Oxford University Press.

Reiche, L. and A. Meyler (2022), “Making sense of consumer inflation expectations: The role
of uncertainty”, ECB, Working Paper No. 2642.

Stanistawska, E. and M. Paloviita (2024), “Heterogeneous responsiveness of consumers’ medium-
term inflation expectations”, Economics Letters, 237, 111629.

Stanistawska, E., M. Paloviita and T. Lyziak (2021), “Consumer inflation views: Micro-level incon-
sistencies and macro-level measures”, Economics Letters, 206, 110004.

Weber, M., F. D’Acunto, Y. Gorodnichenko and O. Coibion (2022), “The subjective inflation
expectations of households and firms: Measurement, determinants, and implications”, Journal
of Economic Perspectives, 36(3), 157-184.

63
Economic Bulletin
July 2026


https://www.ecb.europa.eu/press/press_conference/monetary-policy-statement/2026/html/ecb.is260319~93b1cbad97.en.html
https://www.ecb.europa.eu/press/press_conference/monetary-policy-statement/2026/html/ecb.is260319~93b1cbad97.en.html

