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We examine the predictive ability, the consistency properties, and the possible 

future inflation rates, regardless of the measures of inflation used. As for the consistency 

incorporate the information content of some macroeconomic variables (current core 

Examinamos la capacidad predictiva, las propiedades de consistencia de las 
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economic theory and monetary policy (see, e. g., Gali, 

inflation beliefs. In addition, inflation expectations are 

to evaluate perceptions on the credibility of monetary 
policy.1

Despite the prominence and the ample use of expec-

basic problem of the expectations approach to forecasting 

this variable is in fact latent (it cannot be directly observed). 
Existing measurements of inflation expectations may be 

they are direct or indirect. Indirect measurements are 
inferred from either financial instruments (such as the 

methods of measuring expectations typically rely on some 

professional economists influence expectations of those 

rationality of survey forecasts has been debated (Croushore, 

forecasts made by the professionals. Indeed, there is some 
empirical evidence suggesting that median responses 

sometimes even outperforming professional forecasters 
(see, Hafer & Hein, 1985; Thomas, 1999, and Ang et al., 
2007, among others). Ang et al. (2007) argue that the 
superior performance of survey forecasts could be related 
to the fact that the surveys simply aggregate information 
from many different sources, not captured by a single 
model.

-
-

mation on credibility.

driving forces behind the expectation formation process. 
Our sample consists of thirty surveys covering the period 
from 2003:II to 2011:III.

We consider that the theme of our paper is of interest in 

side of the study of communication strategies of central 

Regarding this second aspect, a relevant feature of 

and Lamla and Lein (2011) explore the importance of 

information provided by the press conference is very 

rates.

potential determining factors in explaining the expectation 

end to deliver three and nine- month-ahead expectations, 

been recorded. We have included in the data set the 

Datos de panel;
Modelos 
econométricos

reservados.
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computing from the overall Consumer Price Index (CPI), 
Instituto 

Nacional de Estadística

experts and entrepreneurs. The panel members cover the 

of 32.22% of respondents), universities and economic 

business and professional associations (17.31%) and 

number of participants.

anonymity of forecasters. Although the names of the panel 
participants are provided for each survey, it is not possible 

forecasts, using 30 of the 33 surveys available.2 On average, 

90 people in 2009:III and its maximum value of 154 people in 

We initially evaluated the forecasting performance of the 

of the mean squared forecast error in its bias, variance and 

2. We do not have enough information for the question of the in-

far the mean of the forecast is from the mean of the actual 

unsystematic forecasting errors.

This finding is reinforced using the Theil inequality 

as such that the expected value of inflation equals the 

depends on the information that economic agents have 

information about the strategy of monetary policy applied 

ahead) should be anchored to the target or nearby. That 

credibility. 

panel. The estimated variance proportion indicates a 
notable ability of the forecasts to replicate the degree of 

k=

Forecast accuracy

   Theil inequality  
proportion

 
proportion

Covariance 
proportion

  3-month ahead 0.972937
0.011847 0.924255

  9-month ahead 1.579039 0.290485 0.023790 0.834571
 12-month ahead 1.703497 0.310188 0.045373 0.089201

  3-month ahead
0.118828 0.000012 0.983737

  9-month ahead 0.183802 0.098943 0.895398
 12-month ahead 0.201881 0.933434
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variance proportions are small, so that most of the bias is 
concentrated on the covariance proportions (i.e., in the 

panel members are not deterministic, in particular, the 

the actual value is random.
In economic applications the forecast user is often 

percentage of correct predictions. As can be seen in Panel A 
of Table 2, panel participants correctly forecast the 
change of the inflation rate in 58.82% of the cases for 
= =

Therefore, the evidence presented in Panels A of 

As can be seen, there is a general improvement in both 

inflation are rather good forecasts of core inflation. 
Therefore, our results seem to suggest that the panel 

As a further assessment of the accuracy of the forecasts 

rates. If the forecasts made by panel participants are 
unbiased and efficient predictors of the future inflation 

t+k 
(pt+k) on the expected rate determined at time t for 
k-periods ahead (pe

t+k).

pt+k = a + bpe
t+k + «t+k (1)

should result in an estimated constant (â

expected rate (b̂) not significantly different from one. 
Table 3 presents the estimation results and the Wald test on 

H0: â = 0, b̂ = 1. Moreover, Grant and 
Thomas (1999) contend that this hypothesis can be used to 

rational expectations hypothesis does not require the 
forecasts to be strictly correct in all periods but, instead, 
requires the forecast errors to be unbiased and uncorrelated 

(see Clements, 2005).

inflation measures (headline or core inflation) used as 

expectations, partially reflecting the degree of sophis-

 Directional forecast

  3-month ahead 58.82

  9-month ahead 58.82
 12-month ahead

  3-month ahead 82.35

  9-month ahead
 12-month ahead

Forecast optimality

 3-month ahead 9-month ahead 12-month ahead

 â 3.452318 (0.0000)
 b̂ 0.299054 (0.0000)
 Prob(F-statistic) 0.0000 0.0000 0.0000
 Wald F-test (0.0000) 454.0752 (0.0000) 700.3444 (0.0000)

1937 1504 1937 1504

 â 1.030993 (0.0000) 1.458905 (0.0000)
 b̂ 0.429859 (0.0000) 0.297322 (0.0000)
 Prob(F-statistic) 0.0000 0.0000 0.0000 0.0000
 Wald F-test 1272.243 (0.0000)

1937 1504 1937 1504
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According to Froot and Ito (1989), consistency of 
expectations formed at the same point in time prevails if 

that consistency is a necessary condition if expectations are 

not require that the expectation process matches the 

can, in its simplest form, be expressed as a distributed lag 

Et,i(pt+k pt = ak + bk(p 1 pt) + «t,i (2)

pt and Et,i(pt+k) denote, respectively, the inflation 
rate at time t t+k 
made by forecaster i at time t k denotes the 

A positive bk

during the period preceding the time of the forecast leads 
panel members to expect an opposite effect for the next 

t+k exceeds t, expectations being in this case stabilising. On 
the contrary, if bk is negative, and in the preceding period 

t+k is less than t, 
expectations being in this case destabilising.

the information set available to the agent being the same, 

seen in Panel A, the short-run bk and the long-run bk are 

12 months), indicating that survey participants form 
stabilising expectations in the short-run and in the long-run 

the estimated betas do not coincide in sign, either in the 
short or in the long term. Regarding the long term, on the one 

positive). On the other hand, if the panel participants observe 
that the core inflation rate in the month of the survey is 

being therefore, destabilising expectations. While consistency 
is inde terminate in the long run, the situation does not 

forms destabilising expectations and, although the estimated 
=

the regression, the estimated beta experiences a change of 
sign, implying stabilising expectations.

To shed further light on the expectation formation process, 

expectations are formed.

pe
t+k = ptarget,t + a1st + a2rt + a3pcore,t + a4Di + a5p

e
t+  + «t+k (3)

Expectation formation processes

 3-month ahead 9-month ahead 12-month ahead

 â

 b̂ 0.919159 (0.0000) 0.758780 (0.0000) 1.325477 (0.0000)
 Prob(F-statistic) 0.0000 0.0000 0.0000 0.0000

1937 1937 1504 1504

 â 0.358212 (0.0000) 0.274911 (0.0000) 0.422821 (0.0000)
 b̂ 0.392143 (0.0000)
 Prob(F-statistic) 0.407949 0.0000 0.0000 0.0000

1937 1937 1504 1504
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As can be seen in Table 5, our results indicate quite a 

rates and the exchange rate. On the other hand, results also 

is negative for k=3 and 9, and positive for k=9 and 12. 

information content of a broad set of macroeconomic 

2 years ahead). Although this exercise could shed some light 

implications, it is not possible due data unavailability.

Expectations are essential for determining economic 

longer term. 

expectations directly observed from survey data.

 3-month ahead 9-month ahead 12-month ahead

0.243537 (0.0001) 0.270501 (0.0000)
0.004353 (0.0000) 0.004332 (0.0000)

0.108148 (0.0000) 0.073107 (0.0000) 0.097373 (0.0000)
 

 Interest Rate 
 

 Expectations
0.929534 (0.0000) 0.904352 (0.0000)

R-squared
Durbin-Watson stat 2.033311 1.907787 1.924588

1503 1503

survey participants are neither unbiased nor efficient 
predictors of future inflation rates, regardless of the 

As for the consistency properties of the inflation 

form stabilising expectations in the case of the headline 

indeterminate.
When considering a set of information variables that are 

relevant for predicting inflation and are available at the 

expectations are very persistent, and that they are 

Innovation (Ref. AP2008-004015).

helpful comments and suggestions on a previous draft of this 
paper, substantially improving the content and quality of 

targeting: Lessons from the international experience. Princeton 
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