Households’ Inflation Expectations Survey

Today, the Reserve Bank released the results of the December 2018 round of the Inflation
Expectations Survey of Households (IESH)" 2. The survey was conducted in 18 cities and

the results are based on responses from 5,828 urban households.
Highlights:

The proportion of respondents expecting general prices to rise in the next three months
and one year ahead horizons fell sharply in relation to the November 2018 round with a
similar pattern observed in respect of most of the product groups, and especially for food

and non-food products (Table 1a and 1b).

Respondents also moderated their expectations with respect to the rate of future price

changes. (Table 1a and 1b).

In quantitative terms, three months ahead and one year ahead median inflation
expectations dropped by 80 and 130 basis points (bps), respectively, from their readings
in the November 2018 round (Chart 1, Table 2).

The decline in quantitative expectations was observed across various groups of the

respondents (Table 2).

Chart 1: Median Inflation Rates: Perception and Expectations
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Note: Please see the excel file for time series data.

' The survey is conducted at regular intervals by the Reserve Bank of India. It provides useful directional information on near-
term inflationary pressures and also supplements other economic indicators. However, these expectations are formed by the
respondents and may reflect their own consumption pattern. Hence, these should not be treated as benchmarks for official
measures of inflation.

2 As approved by the Technical Advisory Committee on Surveys (TACS), a two-stage probability sampling scheme was

implemented in place of quota sampling from the September 2018 round onwards. Consequent changes in reporting the results
of the survey are stated in the footnote to the respective tables. Further, city-wise sample size was revised in proportion to
number of households of each city as per Census 2011, keeping the overall sample size 6,000.
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http://rbidocs.rbi.org.in/rdocs/content/docs/IESHE07022019_AN1.xlsx

Table 1(a): Product-wise Expectations of Prices for Three Months ahead
(Percentage of Respondents)

Round Sep-18 Nov-18 Dec-18
Options: General Dec-17 Jun-18 Estimate SE Estimate SE Estimate SE
Prices will increase 80.6 83.8 80.4 0.92 77.9 0.91 72.9 1.04
Price increase more than current rate 49.8 50.1 49.1 1.15 47.4 1.12 46.2 1.14
Price increase similar to current rate 24.6 26.4 27.6 1.00 25.6 1.00 233 0.96
Price increase less than current rate 6.2 7.3 3.7 0.38 4.9 0.59 34 0.39
No change in prices 17.4 14.6 17.4 0.88 19.2 0.87 21.2 0.98
Decline in prices 2.0 1.6 2.2 0.31 2.9 0.33 5.8 0.46
Options: Food Product

Prices will increase 78.1 81.4 79.5 0.89 77.2 0.89 70.7 0.98
Price increase more than current rate 45.8 47.8 48.9 1.12 46.4 1.03 42.7 1.08
Price increase similar to current rate 23.4 24.8 245 0.91 23.6 0.91 224 0.87
Price increase less than current rate 8.9 8.7 6.1 0.48 7.3 0.63 5.7 0.48
No change in prices 15.5 133 15.5 0.82 16.9 0.81 17.2 0.79
Decline in prices 6.4 5.3 4.9 0.40 5.9 0.46 12.0 0.65
Options: Non-Food Product

Prices will increase 73.3 78.2 78.9 0.87 75.8 0.90 67.6 1.00
Price increase more than current rate 41.2 44.5 47.5 111 45.2 1.07 40.8 1.08
Price increase similar to current rate 23.3 24.4 253 0.91 24.1 0.94 21.6 0.89
Price increase less than current rate 8.8 9.3 6.1 0.48 6.5 0.61 5.3 0.47
No change in prices 21.9 17.7 17.1 0.81 18.5 0.79 20.5 0.85
Decline in prices 4.8 4.1 4.0 0.38 5.8 0.48 11.9 0.63
Options: Household Durables

Prices will increase 60.0 58.7 56.6 1.05 57.9 1.06 56.8 1.08
Price increase more than current rate 35.0 32.6 324 1.05 33.8 1.03 34.8 1.08
Price increase similar to current rate 18.6 19.1 19.5 0.80 18.9 0.80 17.9 0.85
Price increase less than current rate 6.4 7.1 4.7 0.41 5.2 0.50 4.1 0.39
No change in prices 28.8 30.9 30.8 0.98 29.7 0.98 24.8 0.91
Decline in prices 11.3 10.4 12.5 0.66 12.4 0.66 18.4 0.77
Options: Housing Prices

Prices will increase 69.5 71.6 67.1 0.92 68.7 0.96 69.1 1.03
Price increase more than current rate 45.9 45.3 45.2 1.02 44.5 1.05 46.5 1.06
Price increase similar to current rate 18.0 19.9 17.9 0.78 19.0 0.83 18.2 0.79
Price increase less than current rate 5.6 6.4 4.0 0.40 5.2 0.51 4.5 0.41
No change in prices 21.0 20.7 24.1 0.87 23.7 0.88 22.2 0.94
Decline in prices 9.5 7.7 8.8 0.59 7.6 0.54 8.6 0.57
Options: Cost of Services

Prices will increase 71.5 70.8 67.7 1.04 68.2 0.99 65.7 1.10
Price increase more than current rate 41.4 40.8 41.8 1.15 40.4 1.06 40.2 1.11
Price increase similar to current rate 23.2 22.8 21.0 0.89 22.4 0.86 21.2 0.82
Price increase less than current rate 6.8 7.3 5.0 0.43 5.3 0.48 4.3 0.41
No change in prices 25.6 26.5 29.6 1.01 28.8 0.97 28.2 1.02
Decline in prices 3.0 2.6 2.7 0.33 3.0 0.35 6.1 0.45

1. The table provides estimates and standard errors for qualitative responses for the September, November and December 2018 rounds. For
carlier rounds, the results are based on sample proportions.

2. Constituent items may not add up to the corresponding total, due to rounding off.
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Table 1(b): Product-wise Expectations of Prices for One Year ahead
(Percentage of Respondents)

Round Sep-18 Nov-18 Dec-18
Options: General Dec-17 Jun-18 Estimate SE Estimate SE Estimate SE
Prices will increase 92.7 91.6 88.3 0.77 89.7 0.65 83.8 0.82
Price increase more than current rate 63.0 59.8 59.7 1.15 60.0 1.11 57.5 1.15
Price increase similar to current rate 23.9 25.8 253 0.97 26.4 0.97 23.3 1.00
Price increase less than current rate 5.8 6.0 33 0.35 34 0.43 3.0 0.37
No change in prices 5.3 6.5 9.1 0.69 7.6 0.57 11.3 0.73
Decline in prices 2.0 1.9 2.6 0.32 2.7 0.33 4.9 0.43
Options: Food Product

Prices will increase 85.0 85.1 84.8 0.78 85.4 0.73 80.0 0.82
Price increase more than current rate 52.1 51.4 52.5 1.16 52.3 1.14 50.6 1.08
Price increase similar to current rate 24.9 26.5 27.0 0.96 27.5 0.96 24.7 0.93
Price increase less than current rate 8.1 7.1 5.3 0.45 5.7 0.51 4.7 0.43
No change in prices 10.4 9.7 9.7 0.64 9.4 0.60 12.1 0.68
Decline in prices 4.6 5.3 5.5 0.45 5.2 0.45 7.9 0.52
Options: Non-Food Product

Prices will increase 80.5 83.3 82.3 0.79 82.4 0.78 76.4 0.92
Price increase more than current rate 48.8 49.1 51.0 1.18 51.6 1.10 47.5 1.09
Price increase similar to current rate 23.7 26.6 26.1 0.91 25.2 0.90 24.2 0.92
Price increase less than current rate 7.9 7.6 5.2 0.44 5.6 0.50 4.7 0.43
No change in prices 15.4 12.7 13.1 0.70 12.7 0.68 15.8 0.78
Decline in prices 4.2 4.0 4.6 0.40 4.9 0.43 7.7 0.54
Options: Household Durables

Prices will increase 68.8 70.6 67.5 0.97 70.1 0.98 66.9 1.02
Price increase more than current rate 42.3 41.6 40.7 1.10 43.0 1.10 42.0 1.09
Price increase similar to current rate 19.8 21.8 22.0 0.83 22.0 0.88 20.4 0.84
Price increase less than current rate 6.7 7.2 4.8 0.42 5.1 0.47 4.5 0.40
No change in prices 21.7 21.2 22.6 0.84 20.4 0.85 20.1 0.91
Decline in prices 9.5 8.2 10.0 0.58 9.6 0.61 13.0 0.69
Options: Housing Prices

Prices will increase 78.4 81.0 77.9 0.89 80.6 0.79 79.6 0.85
Price increase more than current rate 53.3 53.0 52.9 1.08 53.8 1.04 55.9 1.00
Price increase similar to current rate 19.2 21.5 21.0 0.87 22.5 0.91 19.8 0.78
Price increase less than current rate 5.9 6.5 4.0 0.38 4.3 0.44 39 0.39
No change in prices 14.0 13.3 15.1 0.74 13.3 0.68 13.7 0.74
Decline in prices 7.7 5.7 7.0 0.52 6.1 0.50 6.7 0.50
Options: Cost of Services

Prices will increase 82.8 84.1 82.0 0.81 83.3 0.75 77.9 0.88
Price increase more than current rate 50.5 49.5 49.7 1.18 52.2 1.11 49.0 1.11
Price increase similar to current rate 243 26.6 27.3 0.96 25.7 0.92 24.1 0.90
Price increase less than current rate 8.0 8.0 5.0 0.44 5.4 0.48 4.8 0.44
No change in prices 14.2 13.7 15.6 0.76 135 0.68 17.1 0.82
Decline in prices 3.0 2.2 2.4 0.29 3.1 0.34 5.0 0.44

3. The table provides estimates and standard errors for qualitative responses for the September, November and December 2018 rounds. For
carlier rounds, the results are based on sample proportions.

4. Constituent items may not add up to the corresponding total, due to rounding off.
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Table 2: Inflation Expectations of Various Groups: December 2018

Current Three months ahead One year ahead
Mean Median Mean Median Mean Median

Estimate SE Estimate SE Estimate SE Estimate SE Estimate SE Estimate SE
Overall 8.3 0.11 7.1 0.18 9.1 0.11 8.2 0.15 8.6 0.13 8.5 0.17
Gender-wise
Male 8.4 0.14 7.1 0.20 9.1 0.14 8.1 0.21 8.6 0.17 8.2 0.22
Female 8.5 0.14 7.4 0.25 9.3 0.14 8.6 0.19 9.0 0.18 9.2 0.31
Category-wise
Elr;i?(;;;aelezector 81 |osa| 72 |o073| 90 |oe2| 81 |o079| 78 |o67| 76 0.73
Other Employees 8.2 0.19 6.9 0.25 8.9 0.20 7.8 0.24 8.5 0.23 8.1 0.27
Self Employed 8.7 0.21 7.6 0.30 9.2 0.21 8.5 0.31 8.4 0.26 8.3 0.31
Homemaker 8.4 0.16 7.3 0.26 9.2 0.16 8.6 0.21 8.9 0.22 9.1 0.34
Retired Persons 8.9 0.36 7.8 0.43 9.6 0.41 8.9 0.52 9.0 0.43 9.0 0.57
Daily Workers 8.6 0.22 7.2 0.45 9.5 0.23 8.7 0.32 9.1 0.28 9.4 0.50
Other category 8.0 0.22 6.9 0.28 8.7 0.23 7.8 0.26 8.7 0.27 8.3 0.32
Age Group-wise
Up to 25 years 7.8 0.19 6.5 0.26 8.5 0.19 7.7 0.22 8.5 0.23 8.3 0.22
25 to 30 years 8.2 0.18 6.9 0.28 9.1 0.19 8.4 0.27 8.8 0.23 8.8 0.34
30 to 35 years 8.4 0.20 7.0 0.29 9.1 0.21 8.0 0.24 8.9 0.25 8.8 0.39
35 to 40 years 8.5 0.21 7.1 0.32 9.3 0.21 8.4 0.32 8.9 0.25 8.7 0.47
40 to 45 years 9.0 0.25 7.8 0.44 9.6 0.26 8.9 0.42 8.8 0.31 8.8 0.45
45 to 50 years 8.6 0.25 7.5 0.41 9.2 0.24 8.7 0.31 8.5 0.30 8.7 0.45
50 to 55 years 9.2 0.31 8.3 0.58 9.9 0.32 9.1 0.54 8.9 0.39 9.2 0.60
55 to 60 years 8.7 0.35 7.1 0.56 9.5 0.37 8.5 0.42 8.7 0.40 8.4 0.65
60 years and above 9.0 0.29 8.0 0.37 9.7 0.28 9.1 0.49 9.0 0.36 9.0 0.56
City-wise
Ahmedabad 8.6 0.39 7.9 0.61 9.9 0.35 9.0 0.64 9.2 0.35 8.7 0.38
Bengaluru 6.0 0.31 5.3 0.12 7.6 0.32 7.1 0.48 8.5 0.35 8.4 0.63
Bhopal 7.8 0.66 6.1 0.59 8.0 0.63 6.9 0.85 6.5 0.61 5.5 1.26
Bhubaneswar 6.1 0.50 5.3 0.26 7.0 0.58 6.2 0.59 7.2 1.25 7.1 0.89
Chennai 9.0 0.36 8.7 0.68 10.1 0.39 9.9 0.61 11.4 0.43 11.0 0.70
Delhi 9.2 0.27 8.9 0.64 9.6 0.28 9.4 0.59 8.4 0.34 8.3 0.57
Guwahati 5.8 0.36 5.5 0.22 5.9 0.45 5.7 0.34 4.6 0.55 4.5 1.07
Hyderabad 9.1 0.54 7.2 0.92 9.9 0.53 8.7 1.05 9.8 0.56 9.6 1.16
Jaipur 6.4 0.28 5.9 0.20 6.4 0.28 6.0 0.22 4.2 0.34 3.6 1.68
Kolkata 9.5 0.37 8.4 0.82 10.2 0.38 9.3 0.78 10.4 0.42 10.1 0.52
Lucknow 8.8 0.46 8.4 0.49 9.6 0.46 9.4 0.56 9.7 0.69 10.5 0.47
Mumbai 8.5 0.26 7.6 0.37 9.1 0.26 8.4 0.39 8.0 0.30 8.0 0.42
Nagpur 7.7 0.48 6.3 0.65 8.1 0.50 7.0 0.76 6.6 0.68 6.2 0.90
Patna 7.3 0.38 6.8 0.62 7.7 0.40 7.5 0.50 7.0 0.47 6.8 0.69
Thiruvananthapuram 5.6 0.38 5.0 0.44 6.7 0.45 5.8 0.61 7.5 0.70 6.8 1.17
Chandigarh 8.7 1.02 8.5 1.36 7.8 0.63 7.5 1.12 7.8 0.86 7.7 1.07
Ranchi 10.1 0.63 9.4 0.74 10.7 0.51 10.6 0.49 10.5 0.69 11.6 1.29
Raipur 7.3 0.74 5.8 0.45 7.0 0.90 5.8 0.64 4.7 1.39 2.0 1.73

Note: The table provides estimates and standard errors for quantitative responses for the December 2018 round.
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Table 3: Households Expecting General Price Movements in Coherence with Movements in
Price Expectations of Various Product Groups: Three Months Ahead and One Year Ahead

(Percentage of Respondents)

Survey period ended Food Non-Food ngfaegl::is Housing Sc;?\ztcg;
Three Months Ahead
Dec-17 64.9 64.1 55.5 58.4 63.8
Jun-18 65.6 64.7 53.8 60.0 63.7
Sep-18 64.4 65.3 52.8 58.6 64.3
Nov-18 65.6 66.8 56.5 61.4 66.2
Dec-18 62.9 64.0 55.3 62.4 64.3
One Year Ahead
Dec-17 70.1 69.0 58.8 65.1 70.5
Jun-18 71.9 71.4 60.9 67.4 71.9
Sep-18 72.2 71.5 60.0 66.5 71.4
Nov-18 73.5 72.3 62.7 67.7 73.2
Dec-18 72.5 71.7 62.5 70.3 72.9

Note: Figures are based on sample observations

Table 4(a): Cross-tabulation of Number of Respondents by Current Inflation Perception and Three Months

Ahead Inflation Expectations: December 2018

Three Months Ahead Inflation Rate (per cent)

Current Inflation Rate (per cent)

<1 | 1<2 | 2<3 | 3<4 | 4-<5 | 5.<6 | 6-<7 | 7-<8 | 8-<0 <%_o 12)1 ) 112 1123 !f4 lf’5 1156 >=16 i(’j“é’a Total
<1 [33] o] 2 1 1 | 3 olo] ool z12]of]oflo|lo]o 1 | o | a2
1<2 | 5 [ 35 | 16 | s 1 o[ ool ool 1]of]oflololo] o] o] es
2<3 | 4 | 14 [105 ] 50 [ 26 | 15 | 1 1 1ol 1l o] ololo] 1| o] o] 209
3<4 [ 1| 5 |18 |we|8s || 2]s]3|o]3]of]z1]oflo]o] o] o]fs3m
4<s | 2 [ o [ o [ 26 22|86 [ 77 25| 3] 1 [ s o[ 1]olof] ol of ofass
5<6 | 2 | 1 |10 ] a8 [ a6 [587 | 177 208 [ 114 20 [1a| 1 [ 2 [ 1 [ o] 7 2 | 4 | 1339
6<z o[ o | 2 | 3 |12 ]9 200|1a|l63|] 9o || 1] 2]1]0]o 1 | o | a4
7<¢ [ o | o | 1 | 2 | 3 [ 18| 15[ 8 [s5s[33]6 a4 2]1]21] o] of aos
s<9 o | o [ 2 [ 3 [ 3] a] 76 [wm3[se]ow]|s [u]1]o]1 2 | o | 385
o<t0 [ o | o | 1 [ o] o] 3 1 1| 4 [ 8 [3 ||| 1] 1]s 2 | o | 162
10<11] 2 | o [ o [ o 1 | 22 [ 4 | 8 [ 23| 12 [407] a6 |51 27| o0 [124] 36 | 4 | 877
<2 o | 1 [ o] o o 1 1 1| 2o 332wl as]lse ]| 3 |o] s
12<13] 0 | o [ o [ o] o] o 1 1| 2 1 | 7 237|227 lw.| 6 | o] o
B3<t4| o | ol oo ololololololr2l1lol7]7]o] 770l a2
14<t5] 0o | o [ o J o[ ol 2ol ololololol1]lolo|[s[w]olss
15<t6| 1 | o | o | o] of o 1| 2 2o B3] o] 3] z1]o0]e | 70] 2] 164
>=16 | 1 | 1 | o | o 1 | s [ ol o[ 1t o231 1ol z1]2t]em]| 6 | 702
Total | 51 | 57 | 164 | 302 | 387 | 845 | 498 | 552 | 464 | 235 [ 757 | 110 [ 238 [ 65 | 39 [ 263 | 785 | 16 | 5828

Note: Figures are based on sample observations
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Table 4(b): Cross-tabulation of Number of Respondents by Current Inflation Perception and One Year
Ahead Inflation Expectations: December 2018

One Year Ahead Inflation Rate (per cent)

Current Inflation Rate (per cent)

o [ 10- [ 1= [ 12 [ 15 | 1% | 15 [aoe | N0
<1 | 1<2 | 2<3 | 3<4 | 4<5 | 5<6 | 6<7 [ 7<8 | B<o | S| 10| 1| 12 130 M 18 agg | N0 potal
< Jso[ s a1t a] 21 oflo]ofo]oflo]o]o 1 [ 1| .
<2 |16 | 16| 9 |13 6| 1| 1] 0o o|1[of]ofo[o[o]o]|ofe
2<3 |2 o [a7 |35 [sa|w | s [ 2] 1061 [o] o] 2]0o]a0
s<a |65 o [ 3 [e7 e[| 2fw]| 7|1 1o 11| o]o]sm
4<s (oo o [ o [ 1 [Jw|ea [7[as]s[ sz 2]a{2]o02]0/]1]as
5<6 [217| 0 | o | 7 | 17 | 315 [ 101 [ 200 | 137 [ 37 [245| 6 |11 [ 2 [ 1 [30 | 13 [ 0 [1339
6<7 |68 | o | o | 2 | 2 |5 [m|se | o7 |3 |a]a w2163 |o]an
7<8 [ss| o [ o[ 1 [ 2] 3] 6 [wa]|sa]|ss|[s]|o s 2]5s o] s | o]aoe
e<o [s2| 1 [ 1 o[ 2266 oo o] s]3s[ul7]1]ss
o<t0 33| 0o o | o | 1|1 |o| 1|3 a2 ]u]s]o]iw
a0l o[ o | o oo | ofa]| 7 |11 |25]2a 108f20| 21 |267]122] 3 | 877
T leololo|lo|lo|r|o|r|o|zs|1]r|7]|9|w|[]1]|o]s
Zls|lolo|lo|lo|lo|lo|lo|r|ofr]|o|a|7|9|w]|2as]|1]|e
B l2lolo|lo|lo|lo|lo|lo|o|2|o|1]|o]|s3|3|1]s]|o]as
W lelo|lo|loflof|o|o|lo|lo]o|lz1]|ofo]o|3]|a]|w]|o]ss
Bl o|lo|loflo]o|o|lof1]|ofe]|o|2]o0o|o]|a|s|o]aies
>=t6 [108| 0 | 0 | o | o | 1 | o1 [ s ]o]aolo]2]o0]w]|ses] s ]|
Total | 970 | 20 | 61 | 127 | 233 | 507 | 362 | 440 | 428 | 223 | 786 | 95 [ 221 | 75 | 59 [ 345 | 865 | 11 | 5828

Note: Figures are based on sample observations
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