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Chart 1: Comparison of Medians of Inflation Expectations
(Per cent)

Notes:  "Reported" refers to the published IESH aggregate data. "Exclusion" refers to the series created from the unit-level data by excluding all outliers (No idea, <1, >/≥
16). "Trimmed" refers to the series created from the unit-level data by excluding low value outliers (No idea, <1) and trimming the data above the 80th percentile of the 
actual reported value for >/≥16 per cent.
Sources: RBI; and Authors’ calculations.
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Chart 2: Systemically Upward Bias in Household Expectation

a. Comparison with other agents’ expectations
(Per cent)

Notes: 1. Expectations data pertain to 1-year ahead for Business Inflation Expectations Survey (BIES) and IESH; and 3-quarters ahead (closest available to 1-year) for Survey 
  of Professional Forecasters (SPF).
 2. Data for BIES are from various press releases since 2017-18:Q3. Prior to that, the midpoint of the range with maximum probability has been taken.
Sources: MoSPI (CPI); IIM(A) [BIES]; RBI (SPF, IESH); and Authors’ calculations.

b. Comparison across tenors
(Per cent)
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Chart 3: Inflation Expectations across Groups

Note: Lighter colors indicate fewer proportion of households expecting price 
increases.
Sources: IESH, RBI; and Authors’ calculations.
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Chart 4: Inflation, Price Volatility and Inflation Expectations

b. Frequent and Persistent Shocks to Food Groups
(Per cent)

a. Headline and Food Inflation
(Per cent)

c. Relative Food Price Volatility
(Per cent, Standard Deviation)

d. Correlation of Inflation Expectations with Food Price Volatility
(Correlation)

CPI-Headlline Inflation CPI-Food Inflation
Inflation Expectations

Inflation Expectations
Cumulative weights (RHS)

Cumulative weights for food group (RHS)

Inflation Expectations RPV Food (RHS) Rolling Correlation (IE and RPV)

Notes: 1.  Cumulative weights refer to weights of CPI basket items with more than 6 per cent inflation.
 2.  Relative Food Price Volatility (RPV Food) is calculated as weighted standard deviation of food and beverages group items’ inflation over headline inflation (Pattanaik et al., 2023).
 3.  Rolling correlation is calculated for inflation expectations and relative food price volatility, with a 3-year window size.
Sources: MOSPI; RBI; and Authors’ calculations.
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Chart 6: Share of Respondents
(Share in per cent, Per cent)

Notes: 1.  The shaded bars represent the values of inflation expected by households 
(in per cent).

 2.  Reported values of inflation expectations (IE) are grouped as: No idea, 
inflation expected to be less than or equal to 1 per cent (IE <= 1), between 
1 and 16 per cent (1 < IE < 16) and greater than or equal to 16 per cent 
(>=16 per cent). 

Sources: MoSPI; IESH, RBI; and Authors’ calculations.
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Notes: 1. Data pertain to unit-level IESH observations for March. 
 2. While this holds in general, only selected years are depicted above for 

clarity. These years reflect pre and post behaviour in relation to the 
introduction of the  FIT regime, and the COVID-19 pandemic.

Sources: IESH, RBI; and Authors’ calculations.
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Note: Data pertain to averages of 1-year ahead median inflation expectations from various rounds in the respective fiscal years. For clarity purpose, data pertaining to 
2014-15, 2019-20 and 2024-25 have been shown, but the pattern remains similar across the years.
Sources: IESH, RBI; Authors’ calculations.

Chart 7: City-wise Inflation Expectations and the FIT Regime

b. Elevated expectations since the pandemic
(Per cent)

a. Expectations stabilised under FIT
(Per cent)
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Notes: 1.  For the reported aggregate series, data on median is available from 2012 onwards.
 2.  Inflation expectations are represented as one-year moving average.
 3.  Salaried financial and non-financial refer to financial sector employees and other employees, respectively.
Sources: IESH, RBI; and Authors’ calculations.

Chart 8: Inflation Expectations across Demographic Groups

a. Gender
(Per cent)

b. Age groups
(Per cent)

 

c. Selected Professions
(Per cent)
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12 

Notes: 1. Disagreement is measured as standard deviation of inflation expectations across responses.
 2. Disagreement levels are represented as one-year moving averages.
Sources: RBI; and Author’s calculations

Chart 9: Disagreement in Inflation Expectations

a. Aggregate
(Standard Deviation, Per cent)

b. Gender
(Standard Deviation)

 

c. Age Groups
(Standard Deviation)

d. Selected Professions
(Standard Deviation)
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