COVID-19 and dispersion of inflation expectations in Europe
The outbreak of COVID-19 pandemic induced extreme uncertainty concerning many dimensions of economic activity as well as economic expectations including inflation expectations. Even though inflation expectations are frequently analyzed by economist in the context of COVID-19, their dispersion showing the disagreement among respondents is usually not analyzed. Armantier et al. (2020) analyze the disagreement in the United States, however, there have been no analyses for European countries. The aim of the paper is to fill this gap in the literature. To this purpose, we use qualitative data on inflation expectations collected by the European Commission until September 2021, inflation rates (Eurostat, 2021) and other control variables and we estimate the impact of COVID-19 on dispersion of inflation expectations in European countries measured by the index of ordinal variation proposed by Lacy (2006). First results show a negative impact of inflation rates and positive impact of COVID-19 pandemic on dispersion of inflation expectations, however, as well as a significant heterogeneity among analyzed countries. Importantly, the impact of COVID-19 on dispersion of inflation expectations is different compared to the impact of the global financial crisis which was initially associated with decreasing heterogeneity of opinions (cf. Acedański & Włodarczyk, 2016).
