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Mean Year-Ahead Inflation Expectations, 3mma

Growing risks to inflation expectations
despite moderation by end of 2025

Year-Ahead Inflation Expectations and CPI Inflation
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* 1960s-80s: expectations fell
with each inflationary
episode, but ebbed to higher
trough each time

* 2025-26: Recovery from

initial shock of tariffs halted
< by Iran conflict; ebbed to
L, much higher trough than

2024

Long-run inflation expectations above 2024,
when inflation slowed but never reached target

Long-run Inflation Expectations Since 2017
(Web interviews — methodologically consistent time series)
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* Expectations well above
2024 range, still trending up

* Spontaneous comments
reveal perception of
successive supply shocks:

* ~30% mention tariffs

* ~40% mention gas

* Consumers expect elevated
energy prices to persist and
proliferate in the economy




J. Hsu 10/14/2026

Consumers increasingly view inflation as the greater risk

Which of the two problems do you think will
cause the more serious economic hardship
for people during the next year or so?

(Methodologically consistent time series)
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Unanimous decline in sentiment since Jan 2026
Substantial drops for Republicans, independents, and less wealthy

Political Party Stockholdings

No Bottom Middle Top
Stock Tercile Tercile  Tercile

0%
-10% I -10%
-20% -20%

-30% -30%

% Change in Sentiment Since Jan 2026

(Methodologically consistent comparisons)




