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Abstract

This paper proposes a monthly quantitative indicator of firms’ inflation expec-
tations, developed from the textual data of a nation-wide survey for firms in Japan.
The text-based expectations are computed by extracting firms’ views from survey
comments, using a machine learning method. FEmpirical analyses show that the
indicator tends to precede consumer price inflation by several months and that it is
highly correlated with existing quarterly indicators of inflation expectations, imply-
ing that the text-based expectations could be a timely indicator of firms’ inflation
expectations. The analyses also indicates that the text-based expectations comove
with both demand and cost variables while it also includes unique information for

forecasting inflation rates.

JEL classification: C53, C55, E31, E37.

Key words: Inflation Expectations, Machine Learning, Text Analysis.

*The authors thank Kosuke Aoki, Ryo Jinnai, Seisaku Kameda, Kazushige Kamiyama, Takuji
Kawamoto, Ichiro Muto, Takashi Nagahata, Teppei Nagano, Koji Nakamura, Koji Takahashi, and staff
members of the Bank of Japan for their valuable comments. Financial support from the Ministry of
Education, Culture, Sports, Science and Technology of the Japanese Government through Grant-in-Aid
for Scientific Research (No.20H00073) and the Hitotsubashi Institute for Advanced Study is gratefully
acknowledged. The views expressed in this paper are those of the authors and do not necessarily reflect
the official views of the Bank of Japan.

fCorresponding author. Hitotsubashi University. 2-1 Naka, Kunitachi-city, Tokyo 186-8603, Japan.
E-mail: jouchi.nakajima@gmail.com

fBank of Japan.





