Abstract

This thesis examines how individuals’ values, perceptions, and demographic
traits shape their inflation expectations in the Czech Republic. It uses a
new household panel data from the 2024 IPSOS survey. The thesis tests
ten hypotheses on heterogeneity in inflation expectations and saving decisions.
Methodologically, it applies the Correlated Random Effects specification to
separate within- and between-individual variation. Results indicate that gen-
der, income, education, trust in the Czech National Bank, and political affili-
ation systematically predict heterogeneity in expectations, while single-person
households and media consumption show negligible effects. Inflation percep-
tions strongly influence inflation expectations. Consistent with the logic of the
consumption Euler equation, respondents who habitually expect higher real
interest rates are more likely to report plans to save more. Within-individual
increases in real interest rate expectations are negatively associated with the
probability of saving more. We find evidence that people who habitually expect
higher unemployment have higher inflation expectations. Within-individual
changes in expected unemployment do not seem to have an effect. We find
some value orientations to influence inflation expectations. The findings chal-

lenge the assumption that inflation expectations are uniform and rational.
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