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A.1 Survey Noise and Simulation

In this section, we assess the role of survey noise in individually reported values and
the tendency of respondents to round to integers or multiples of 5 (see, e. g., Heitjan and
Rubin (1990), Jappelli and Pistaferri (2010)).

First, we ask the following questions: If our proposed model were true in the
underlying data generating process, implying an R? of 1, how much noise would be
needed to obtain an R? akin to that in our baseline estimation? Table A.7 reports the
corresponding simulations. We assume the estimating equation of column (5) in Table 2
as the true association between inflation expectations and the Frequency CPI. Panel A
shows the R? from re-estimating column (5) of Table 2 (assumed to be the true model in
the data generation) when 70% of respondents round to multiples of 5, as is the case in our
data, and we add zero-mean normally-distributed noise, ranging from 0 to 10 (cf. columns
1-11). The noise reduces the measured fit from 82% to 5%. Results without any rounding
(in Panel B) are similar.

In Panel C, we proxy for an empirically plausible level of noise by setting the standard
deviation equal to the one of the estimated residuals of the specification we assume to
be true (7.8%) and vary the degree of rounding. Across all columns, the R? is similar to
our baseline estimation. Panel D shows that rounding without noise reduces the R? only
partially. All simulations indicate that an empirically plausible amount of survey noise

suffices to generate the R? from our baseline estimation.
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Table A.3: Alternative Frequency Measures

Notes. This table reports OLS estimates of regressing individuals’ inflation expectations on
the inflation rates in their household consumption bundles. Inflation expectations are from the
customized Chicago Booth Ezxpectations and Attitudes Survey, fielded in 6/2015 and 6/2016. The
inflation question is randomized to ask about changes in prices (as in the Michigan Survey of
Consumers) or about inflation (as in the New York Fed Survey). Measures of household-level
inflation are constructed from the Kilts-Nielsen Consumer Panel. We use the 12 months before
the June of each survey wave to measure price changes, and the 12 months before that period as
the base period. The Household CPI uses the Nielsen expenditure shares in the base periods as
weights; the Frequency CPI uses the frequencies of purchase (overall quantity) in the base period;
the Trip CPI uses the number of shopping trips in which a good was purchased in the base period;
and the Volume CPI uses only the price changes of goods above the median by purchased volume
at the household level. All CPIs use volume-weighted net prices (gross prices net of discounts).
Demographic controls include age, square of age, sex, employment status, 16 income dummies,
home ownership, marital status, household size, college dummy, four race dummies, and reported
risk tolerance. Expectation controls include household income expectations, aggregate economic
outlook, and personal financial outlook. All columns include survey-wave, inflation-question, and
county fixed effects. Standard errors are clustered at the household level.

Trip CPI Volume CPI
(1) (2) (3) (4) (5) (6)
Alternative CPI 0.172***  0.186™**  0.075 0.175***  0.105** 0.048
(4.24) (3.30) (1.29) (4.42) (2.08) (0.05)
Household CPI —0.021 0.113**
(—0.38) (0.05)
Frequency CPI 0.164*** 0.193***
(2.89) (0.005)
Observations 56,220 56,220 56,220 56,212 56,212 56,212
Adj R? 0.09 0.09 0.09 0.09 0.09 0.09
Demographic controls X X X X X X
Expectation controls X X X X X X
County FE X X X X X X

t-statistics in parentheses
*p < 0.10,"* p < 0.05,"** p < 0.01



‘rancesco D'Acunto, Ulrike Malmendier, Juan Ospina, Michael Weber. 2021. "Exposure to Grocery

Prices and Inflation Expectations." Journal of Political Economy 129(5). DOI: https://doi.org/10.1086/713192.

Supplemental Material (not copyedited or formatted) for:

10°0 > @ 4,600 > d ,,0T°0 > d,
sosoyjuored UT SOTISI)R)S-}

X X X X X X X X Hd Ayunop
X X X X X X X X S[0I)U09 UOTYe}2dxXs]
X X X X X X X X sjo1guoo orgdersowd (I
av0°0 av0°0 av0°0 160°0 160°0 ¢60°0 ¢60°0 €60°0 A PV
281G 128'TS 128°TS 0229 02g'9S 7907S 8e1'es reg'es SUOI}RAIdSG O
(92°0-) (L20-) (¢8°0-) (ozo)  (ov'1-) (980-)  (9z1-)  (e81-)
6¢0°0— 0€0°0— €€0°0— 800°0 €50°0— ¢E0°0— 870°0— «0L0°0— IdD AR
(87°7) (87°7) (67°7) (9g¢)  (eL9) (veg) (G0°¢) (0g7¢)
#xx68T°0 xxx68T°0 #7810 #xx70G'0  4xx81C°0 #xxG 160 #xx80C°0 #xxL0C°0 IdD Adouenbaig
(8) (2) (9) (9) () (€) (@) (1)
SyooMm ¢ SyeaM Moom T oduey)  oFuey) Syuouws g  SYUOW g  [IUOW |
Arerodwa], Armerodwo], Arerodway, URIPOTN XeIN UOZLIOF] UOZLIO[] | UOZLIOH

‘[0A9] PIOYASTIOY 9Y3} JB PAI9)SN]d dIk SIOLId PIBPURIS "SI090 POXI AJUNOD pUR ‘UOIISOND-UOIIR[UI ‘OARM-ADAINS OPNOUL
SUWN[Od [y "YOO[INO [RIOUBUY [euU0SIod pu® ‘YOO[INO IIWIOU0D 9)e30135e ‘SuoIe)}oodxs ou0odUl PIOYSSTIOY dPNOUL S[OIJU0D UOIR)IAXH
‘90URIS[0Y YSLI pojIodol PUR ‘SOIWUIWUND 99RI INOJ ‘ATIWNP 939[[00 ‘©ZIS P[OYSSNOY ‘snjels [ejlret ‘dIYSIoUMO SWOY ‘SOIWNp SWOdUL 9T
‘snyeys Juowfojdure ‘xos ‘o8e jo arenbs ‘08e epnpour sjo1juod osyderdows ‘(SIUNOISIP Jo 10U soolId $5013) se0LId 10U PO ITom-oWN[0A
osn ST [V '(9) Uwnjoo ut syoem 901} Iojje Pue ‘() UWI[OD UL Syoom 0M] ‘(9) UWN[OD Ul YoM sUO I9jJe 9011d safes-a1d oy) 0f pouInial
oorxd oyy Jt ootxd rendar oayy Yjm ootid sofes Areroduwo) oY) 9oe[dal oA\ "BIEP ISUURIS [IRIOI A[YooMm UAS[OIN O3 03 I3[ sores padeys-A
e Ajdde pue (9707) 19GOA\ PUR ONULYDIUPOIOr) MO[[0] (8) 0% (9) SUWN[OD UT S]J)) PAIIRUINY O], "$0oLId pojSrom-omm[oA Uel[} IOyl
soot1d URIpow o1} SosN () UWN[0d pue ‘sogueyd 9dLId 9)e[noTes 0} PoLIed JUOWDINSLIW PULR UOTPRAIdSO [0q Ul 9o11d WNUWIXRU d) Sosh
() uwmjoo ur 14 9AIYRUI)[Y oYL, ‘(g) UWN[0D Ul ABJN O} dUN[ WOIJ pue ‘(z) UWn[od ul ARJy 0} IOQUIDAON WOIj ‘(]) uwnioo ul AeJy
0} Tudy woIj :pajemored oIk sagueld 90L1d oY} YOIYM I9A0 TOZLIOY o1} AIRA PUR AGAINS 91} 9I0J9( IUOUW U0 poserpind poyesnor] o1y}
Spo03 U0 WONIPU0D (¢) 07 (T) SUWN]0D UT S[J)) 9ATYRUINI[Y O], "S1Som se porrad aseq oY) ul (A1yuenb [[eiaso) aseyopind jo serouanbaiy
oY) sAojdue 1) Aouenbaig oy, ‘so[qeLrea juepuadopul sk [ ) SAIJRIIAIY Ue pur [J)) Aouenbaig o) [10q apnoul oAy ‘potiad aseq oY)
se poltad Jey) 9I0Joq SYIUOUW ZT O pur ‘so8uryd 90LId SINSLOW 0) dARM ADAINS [ORD JO SUN[ 9} 9I0J0q SYIUOW ZT 92 9SN 9\\ 79UDJ
LOWNSUOY) UIS]PINT-53]2}] I WOIJ POJOTLIISUOD dIe UOTJRJUI [9AS]-P[OYSTIOY JO SOINSBIJA *(A0AING P JIOX MON o) Ul SB) UOJRPUI JNoqeR
10 (s1owmsuo)) jo AoAIng weSTydIIN o) Ul sk) seorrd Ul seSueId JNOqe JSk 0} PazIuopuel ST uoljsenb uoryeyur o, "9T0¢/9 PUR GT0G/9
Ul popley ‘fiaadng Sapniy puv suoynidadzi Y00 0bvpo1y) POZIIOISND oY) WO} dIe suolpe1dadxe uomrepu] ‘so[pung uoljpdwnsuod
ployesnoy Iy} Ul sojel UOIJeHuUl o) UO Suore)oodxo UOIIRHUI S[BRNPIAIPUI SUISSOISAI JO Sojew)so Q) sHodol o[qe) SIY], S0\

S9OLIJ pU® UOZLIOF] :UOIJePU] P[OYSSNOF JO SUOIIUYI(] 2AIYRUId)Y :F'V O[R],



Supplemental Material (not copyedited or formatted) for: Francesco D'Acunto, Ulrike Malmendier, Juan Ospina, Michael Weber. 2021. "Exposure to Grocery
Prices and Inflation Expectations." Journal of Political Economy 129(5). DOI: https://doi.org/10.1086/713192.

Table A.5: Alternative Definitions of Household Inflation: Aggregation

Notes. This table reports OLS estimates of regressing individuals’ inflation
expectations on the inflation rates in their household consumption bundles.
Inflation expectations are from the customized Chicago Booth FExpectations
and Attitudes Survey, fielded in 6/2015 and 6/2016. The inflation question
is randomized to ask about changes in prices (as in the Michigan Survey of
Consumers) or about inflation (as in the New York Fed Survey). Measures
of household-level inflation are constructed from the Kilts-Nielsen Consumer
Panel. We use the 12 months before the June of each survey wave to measure
price changes, and the 12 months before that period as the base period.
We include both the Frequency CPI and an Alternative CPI as independent
variables. The Frequency CPI employs the frequencies of purchase (overall
quantity) in the base period as weights. The Alternative CPIs aggregates UPCs
to the group level in column (1), to the department level in column (2), and
to the module level in column (3). In column (4), we use prices from the retail
(store-level) panel instead of individual-level prices to calculate price changes.
All CPIs use volume-weighted net prices (gross prices net of discounts).
Demographic controls include age, square of age, sex, employment status,
16 income dummies, home ownership, marital status, household size, college
dummy, four race dummies, and reported risk tolerance. Expectation controls
include household income expectations, aggregate economic outlook, and
personal financial outlook. All columns include survey-wave, inflation-question,
and county fixed effects. Standard errors are clustered at the household level.

Group  Department Module Store Prices

(1) (2) (3) (4)

Frequency CPI 0.208*** 0.204*** 0.209*** 0.209***
(5.38) (5.28) (5.40) (5.40)
Alternative CPI —0.043 0.013 —0.012 —0.042
(—1.10) (0.34) (—0.32) (—1.12)
Observations 52,048 52,048 52,048 52,048
Adj R? 0.091 0.091 0.091 0.091
Demographic controls X X X X
Expectation controls X X X X
County FE X X X X

t-statistics in parentheses
*p < 0.10,"* p < 0.05,*** p < 0.01
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Table A.6: Alternative Definitions of Household Inflation: Weights

Notes.  This table reports OLS estimates of regressing individuals’ inflation
expectations on the inflation rates in their household consumption bundles. Inflation
expectations are from the customized Chicago Booth FEzxpectations and Attitudes
Survey, fielded in 6/2015 and 6/2016. The inflation question is randomized to
ask about changes in prices (as in the Michigan Survey of Consumers) or about
inflation (as in the New York Fed Survey). Measures of household-level inflation are
constructed from the Kilts-Nielsen Consumer Panel. We use the 12 months before
the June of each survey wave to measure price changes, and the 12 months before that
period as the base period. We include both Frequency CPI and, in columns (2) to (5),
an Alternative CPI as independent variables, which are based on volume-weighted net
prices (gross prices net of discounts). The Frequency CPI employs the frequencies of
purchase (overall quantity) in the base period to construct Laspeyres weights. The
Alternative CPIs use Paasche weights in column (2) and Fisher weights in column (3).
In column (4), we construct weights across both the base and observation period; and
in column (5), we use absolute price changes as weights. Demographic controls include
age, square of age, sex, employment status, 16 income dummies, home ownership,
marital status, household size, college dummy, four race dummies, and reported risk
tolerance. Expectation controls include household income expectations, aggregate
economic outlook, and personal financial outlook. All columns include survey-wave,
inflation-question, and county fixed effects. Standard errors are clustered at the
household level.

Paasche Fisher Total Absolute

(1) 2) 3) (4) ©)

Frequency CPI 0.221*  0.218"*  0.183***  0.186*"*  0.199***
(5.83)  (5.63)  (3.93)  (3.65) (4.42)
Alternative CPT 0.015 0.067 0.050 0.038

(0.38) (1.41) (1.05) (0.84)

Observations 56,220 56,220 56,219 56,195 56,220
Adj R? 0.091 0.091 0.091 0.091 0.091
Demographic controls X X X X X
Expectation controls X X X X X
County FE X X X X X

t-statistics in parentheses
*p < 0.10,** p < 0.05,** p < 0.01
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