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Differences in Individuals’ Expectations of Future Inflation and Changes in Labor

Income’: Multiple Correspondence Analysis Using the Results of “March 2024 Survey”

KOZU, Takashi™, TAKEMURA, Toshihiko ¥,

TAKEDA, Koichi?®, and SUEHIRO, Toru™

Abstract

This paper analyzes the relationship between individuals’ expectations of future inflation
and their expectations of changes in their own labor income, using data from a web-based
survey conducted in March 2024, and applying multiple correspondence analysis. The
distribution of responses shows that about 80% of respondents have some image or
expectation regarding the future inflation rate, and among them more than 60% expect
inflation to exceed 2% in each of the one-year-ahead, three-year-ahead, and five-year-ahead
horizons. By contrast, although roughly three quarters of the respondents report having some
expectation regarding changes in their labor income, only around 20-30% expect an increase
of more than 2%. A large proportion therefore believe that increases in labor income will not
be sufficient to offset rising prices. As a result, many respondents are supposed to expect their

future real labor income to decline. The multiple correspondence analysis on the data can be
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interpreted as extracting the following two dimensions: (i) whether respondents are able to
form a clear expectation, and (ii) the strength of the expected rate of increase (optimistic
versus pessimistic). Expectations regarding inflation are held with greater confidence than
expectations regarding labor income, and the proportion of respondents who answer “cannot
imagine” or “do not know” is higher for labor income. For both inflation and labor income,
the small groups that expect relatively strong increases are located far from other categories,
and responses for these groups exhibit large dispersion. Furthermore, when a joint multiple
correspondence analysis is conducted on expectations of inflation and labor income
simultaneously, respondents who expect higher inflation also tend to expect higher growth in
labor income. However, among those who anticipate particularly high rates of increase,
expectations for inflation and labor income do not necessarily coincide. Even after adding
attributes such as age, income group, and financial literacy, no clear differences are found in
the relationship between inflation expectations and labor income expectations. Nevertheless,
the categories “cannot imagine” or “do not know” are found to be relatively close to younger
respondents, lower-income groups, and groups with lower financial literacy. Overall, the
results indicate that while individuals have a certain outlook for future price increases, they
face substantial uncertainty regarding the growth of their own labor income, and, as a result,
it could be said that a cautious view regarding future improvements in real wages is

predominant.

Keywords: web-based survey; individual inflation expectations; individual labor income

growth expectations; multiple correspondence analysis.
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Appendix : ZEI LR HY 7Y RAHC & 5 EEEOBREN OMIEHETHE & 38

R R EPRT R OR%

FA1D2LEA3 T, FEANBHEOLTEIL ARV TV RO EETFLCELN 2 B
HEREFTLDE-LDTHDE, 7. MA-1D2LHA3HBLEIL ARV TV ADFEERT
»H 5,

<YK XTI X FFBPTRAEE T X FinkEE >

FA-1: R 7 (BEFE5ER)
1E% | 3Es | oEe
Dim1 11.83 11.62 11.53
Dim2 21.53 21.13 21.03
Dim3 30.43 30.07 30.11

K A-1: HAER 8 (FEHa L AE YTV R5HT)
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<V B R T8 X FTBPTR LB T X FrigkEE >

RA2: hER 9 (BEFEH)
15 3FR 5%%&
Diml1 | 14.76 | 14.40 | 14.07
Dim2 | 25.66 | 25.13 | 24.94
Dim3 | 36.00 | 35.18 | 35.21

3tk

A-2 2 PHTHEER 10 (BEI L ZF VT ¥V ZA0HT)

<V BYR T X ST BRTR A B T8 X SRR >

F A3 OWEER 11 (BEFSXE
&% | 3% | 5%
Dim1 15.58 | 15.13 | 14.76
Dim2 | 26.63 | 25.94 | 25.71
Dim3 | 37.10 | 36.05 | 36.00
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X A-3: HAER 12 (BEaL 2KV T v 25T
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