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The outbreak of the US-Iran conflict and the spike in energy prices have
reignited inflationary concerns in the eurozone. Amid a general increase in
survey-based inflation expectations, especially at shorter horizons, we note
that younder respondents report lower expectations compared to older ones.
What drives this difference?

CONSUMER SURVEYS IN THE EUROZONE: DIFFERENCES BETWEEN YOUNGER AND OLDER GENERATIONS
REALISED INFLATION AND SURVEY-BASED INFLATION EXPECTATIONS (ONE YEAR AHEAD) IN THE EUROZONE (%)
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THE CONTEXT

Last week was very busy for the eurozone in terms of data and economic events. Eurozone CPI inflation accelerated
from 2.6% to 3% in April. The ECB kept the depo rate at 2% but signalled a rising likelihood of rate hikes if inflationary
pressure stays high.
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Among the recently released data, the ECB published its consumer expectations survey, which provides a monthly
snapshot of how consumers perceive developments in inflation, income, growth, jobs, housing and credit in the
eurozone. Inflation expectations have been under the spotlight as they increased substantially in March across time
horizons. In particular, the median inflation expectation over the next twelve months rose to 4%, its peak since
October 2023, the median for three years ahead to 3%, its highest rate since March 2023 and the median for five
years ahead to 2.4%, its maximum since the survey began in August 2022.

THE DATA

Today’s chart shows headline CPI inflation in yoy terms, along with consumer inflation
expectations for those aged 18-34 and 55-70 (the 35-54 group is not shown, as it follows a
similar pattern to the 55-70 dgroup). It is notable that people aged 18-34 consistently report
more contained inflation expectations than older people. This applies to all the horizons of the
ECB survey (previous 12 months, next 12 months, and three and five years ahead).

There are several factors at play. First, expectations are history-dependent: the deneration that
experienced the high inflation of the 1970s is likely to have higher expectations than
millennials. This is even more apparent as the economic environment during youth tends to
have a stronger influence on expectations. Maoreover, older individuals, particularly retirees,
tend to have more reqular income and expenditure. Expenses become more recurrent and
focused on items such as food, enerdgy and utilities, which are more volatile and more
vulnerable to external shocks, and income tends to stabilise from a certain age. In contrast, for
young people, wades often rise over time, usually offsetting the inflationary pressure.

OUR VIEW

Consumer surveys are a useful complement to policymakers’ toolkits, but they should be
interpreted cautiously. Household inflation expectations are often shaped more by personal
experiences than a careful assessment of the overall macroeconomic outlook and tend to be
noisier than firms’ expectations or market-based measures. In both the eurozone and the US
consumer-based surveys tend to overestimate inflation and are significantly affected by
current levels (anchoring). Still, they matter from a behavioural standpoint, as they can
influence spending and saving decisions.

Against this backdrop, the relatively contained expectations among 18-34-year-old people are
encouraging. Millennials and Gen Z entered economic life under a credible inflation-targeting
regime, and this anchor appears lardely intact. Notably, the 2022-23 inflation shock has not
closed the gap with older generations, suggesting that expectations remain deeply rooted in
past experiences. For central banks, this highlights that credibility is preserved not only by
controlling realised inflation, but by maintaining consistent and credible policy signals over time.
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Ledgal Notices

Glossary

Terms used in the report are available on our website: Our glossary

Marketing Communication

This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the deneral public and is provided free of
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead
of the dissemination of investment research.

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: Conflicts of interest
Any estimates and/or assessments contained in this publication represent the independent opinion of the UniCredit Group and, like all
the information contained therein, are given in good faith on the basis of the data available at the date of publication, taken from reliable
sources, but having a purely indicative value and subject to chande at any time after publication, on the completeness, corre ctness and
truthfulness of which the UniCredit Group makes no guarantees and assumes no responsibility. Interested parties must therefore carry
out their own investment assessments in a completely autonomous and independent manner, relying exclusively on their own
considerations of the market conditions and the information available overall, also in line with their risk profile and economic situation.
Investment involves risk. Before any transaction in financial instruments please refer to the relevant offering documents. It should also
be noted that:

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future results.

2. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchange rates and have an undesirable effect on the profitability of the investment.

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In the
event of bankruptcy of the issuer, the investor may lose the entire capital.

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at
the time of sale up to the entire capital invested.

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable
information on their value.

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation of
the customer and may be subject to change in the future.

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results.
8. Diversification does not guarantee a profit or protect adainst a loss.

The UniCredit Group cannot in any way be held responsible for facts and/or damades that may arise to anyone from the use of this
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication —
including data, news, information, imadges, graphics, drawings, brands, and domain names — are owned by the UniCredit Group unless
otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1
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