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Consumers and COVID-19:

A Real-Time Survey

Edward §. Knotek 11, Raphael S. Schoenle, Alexander M. Duetrich, Keith RKuester,
Gernot f. Miiller, Kristian Ove R. Myrseth, and Michael Weber™

We summarize the results from an ongoing survey that asks consumers questions related to the recent coronavirus
outbreak, including their expectations for how the economy is likely to be affected by the outbreak and how their own
behavior has changed in response to it. The survey began in early March, providing a window into how consumers'’
responses have evolved in real time since the early days of the acknowledged spread of COVID-19 in the United States. In
updating and charting the survey’s findings on the Cleveland Fed's website going forward, we seek to inform policymakers
and researchers about consumers’ beliefs during a time of high uncertainty and unprecedented policy responses.

The novel coronavirus that causes COVID-19 and the
virus’s spread across the globe have caused human suffering
and significant loss of life in the United States and around
the world. The virus and the steps taken to slow its spread
have produced large-scale economic disruptions and job
losses. A growing body of economic literature seeks to jointly
model the dynamics of the pandemic and the economy

m order to quantify the impacts of the virus and related
mitigation efforts and to predict how events may play out.!

Because consumers play a central role in the US economy,
their beliefs and expectations are likely to be crucial for
understanding the economy’s response to the pandemic.?

Using results from an ongoing survey maintained at the
Federal Reserve Bank of Cleveland, Dietrich et al. (2020)
present evidence that consumers’ beliefs evolved over

time to expect a large decline in output as the pandemic
unfolded. In the context of a theoretical model, Dietrich et
al. (2020) show that such revisions to beliefs can amplify the
economic costs of the pandemic in the near term.

In this Commentary, we summarize some of the key
findings from this ongoing survey, whose first waves

are described in greater detail in Dietrich et al. (2020),
with the primary intention of making the survey’s results
easily understandable in conjunction with publishing

the results of the survey on the Cleveland Fed’s public
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website. The survey has a number of useful and unique
features, including its focus on questions related to the
recent coronavirus outbreak, its daily frequency, and its
timeliness: It’s been running in real time since the early days
of the acknowledged spread of COVID-19 in the United
States. In updating the survey’s findings on the Cleveland
Fed’s external website going forward, we seek to inform
policymakers and researchers about consumers’ beliefs
during a time of high uncertainty and unprecedented

policy responses.

Between early March and early April 2020, as GOVID-19
spread across the United States, we saw a marked shift

in consumers’ beliefs about the effects the virus would
have on the economy: Consumers came to expect that

the coronavirus would have a larger negative impact

on economic activity as measured by GDP than they

had previously anticipated. Over the same time period,
consumers expected the coronavirus would put upward
pressure on inflation. We also saw marked increases in the
percentage of consumers reporting that they had postponed
planned larger purchases, changed their financial planning,
or feared that they would lose their jobs. By early April, half
of our survey respondents reported a fear of job loss as a
result of the coronavirus.

Survey Design

The survey results presented below are part of a larger
project that focuses on the beliefs of individual US consumers
(see Dietrich et al. 2020). The survey is administered on the
Qualtrics survey platform, and Qualtrics recruits a nationally
representative sample of participants to provide responses.
All respondents are required to be US residents, fluent in
English, and 18 or older.

The survey began on March 10, 2020, and we continue to
survey individuals at a daily frequency through the present
and for the foreseeable future. This survey period is of great
interest because the extent of the outbreak was not clear in
early March. For example, the World Health Organization
(WHO) did not announce that this novel coronavirus was

a pandemic—which helped to underscore the severity of the
outbreak in many people’s minds—until March 11, 2020.3
As of the first day of the survey, the United States had fewer
than 1,000 confirmed cases.*

‘We obtain survey responses of between 50 and 208 individuals
each day. Dietrich et al. (2020) present information on
some of the background characteristics of the survey
respondents. The sampling methodology uses repeated
cross sections; we do not have a panel aspect to the survey
to follow individuals’ beliefs over time. Finally, individuals
in the survey are anonymized to ensure confidentiality.

Most of the questions of interest for this Commentary, laid
out in the next section, require respondents to answer

by selecting either “Yes” or “No.” By contrast, the results
reported below for the effects of the GOVID-19 outbreak

on GDP and inflation are based on respondents’ point
forecasts, for which respondents use a short-answer format
to write in their estimates. While the survey also collects
information related to individuals’ density forecasts (i.e.,
the probabilities that individuals assign to different potential
outcomes), we do not use it here.

Consumer Responses and Expectations

We walk through the key questions asked in the initial
survey by Dietrich et al. (2020) and show the associated
time series of responses in figures. However, the main
contribution of this Commentary comes through our ongoing
surveys and sharing of the most up-to-date results on the
Cleveland Fed’s website. We encourage readers to view
the most recent data online, data which, as the pandemic
progresses, may differ from the results described below.

For economic activity and inflation, we use two-part
questions to assess respondents’ beliefs regarding the
effects of the COVID-19 outbreak.” Our economic activity
questions are preceded by an introductory paragraph:

e Since January 2020 the coronavirus (COVID-19) is spreading
with human infections around the world. Besides causing
human suffering, this might also affect economic activity.
We now want to know your personal expectations on this
topic. Of course, no one can know the future. These ques-
tions have no right or wrong answers—we are interested in
your views and opinions.

¢ Inyour view, within 12 months from today, will the overall
economic impact of the coronavirus be positive or nega-
tive? This would include direct effects and indirect effects.

After selecting “Positive” or “Negative,” respondents are
next asked the following question and given a text box to
type an answer, for which the wording in brackets follows
from their previous choice:

e What do you expect the overall economic impact of the
coronavirus to be over the next 12 months? Please give
your best guess. | expect the overall economic impact of
the coronavirus to be [positive/negative] ___ percent of
GDP.

Our survey procedure for inflation was similar. We first
asked respondents to choose “Higher” or “Lower” in
response to the following question:

e Qver the next 12 months do you think that the coronavirus
will cause inflation to be higher or lower?

Respondents then typed an answer in a text box in response
to the following:

e How much [higher/lower] do you expect the rate of inflation
to be over the next 12 months because of coronavirus?
Please give your best guess. | expect the rate of inflation
to be ___ percentage points [higher/lower] because of
coronavirus.
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We plot the evolution of the median across consumers’
responses to these two questions in figure 1.° Consumers
tended to expect that the coronavirus outbreak would
result in higher inflation over the next 12 months. In

our initial survey, the median expected impact of the
coronavirus on inflation was +2 percentage points.
Thereafter, consumers expected a somewhat larger effect
of the coronavirus on inflation, with the effect fluctuating
around +5 percentage points. By contrast, expectations for
the effect on economic activity over the next 12 months
have changed dramatically since early March. In our initial
survey, the median expected impact of the coronavirus on
GDP was —2 percent. By early April, the median expected
impact was as large as —20 percent—an order of magnitude
larger than the first reading.”

Over the same period, professional forecasters have reduced
their expectations for GDP growth in the first half of 2020,
and in many cases this reduction also resulted in reducing
the Q4/Q4 GDP growth rate. At the time of this writing,
many forecasters expected a deeply negative reading on
GDP growth in the second quarter of 2020, with many
estimates in the range of —20 percent to —30 percent at

a quarterly annualized rate. However, many professional
forecasters have also reduced their forecasts for inflation

in 2020 over this same time period in light of the declines
in economic activity occurring because of the coronavirus.
These forecasts likely rely on the stylized fact that large
declines in economic activity, as usually occur at the start
of recessions, have historically coincided with declines in
inflation via Phillips curve effects.®

How can one explain consumers’ beliefs that the
coronavirus will lead to a large decline in GDP and an
increase in inflation? While a decline in economic activity
is consistent with social distancing measures that have
closed nonessential businesses in many parts of the country,
consumers may expect that supply constraints generated
by the coronavirus outbreak will eventually push up
prices. Dietrich et al. (2020) propose a model in which

the pandemic resembles an anticipated adverse supply
shock, and the combination of uncertainty around the
economic costs of the pandemic and arriving news related
to the pandemic leads to a dramatic reduction in spending.
Consumers’ expectations for declining economic activity
and rising inflation may also simply reflect widespread
pessimism about the economy in light of the coronavirus
outbreak. This interpretation aligns with the findings in
Kamdar (2019) that “optimistic” consumers expect rising
activity and declining inflation.

In figure 2, we plot the percentage of consumers who
responded “Yes” to the following two questions related to
financial planning and the outbreak of the coronavirus:

e Have you increased your personal savings due to the
outbreak of the coronavirus?

e Has your financial planning changed due to the outbreak of
the coronavirus?

Over our sample, roughly 40 percent of consumers indicated
that they had increased their personal savings, perhaps out
of precautionary savings motives, and this percentage has
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held roughly constant even as the coronavirus outbreak has
worsened. By contrast, we see a strong increase over time
in the percentage of consumers who have changed their
financial planning—either voluntarily or out of necessity—as
the coronavirus outbreak intensified.

In figure 3, we focus on the labor market and expensive
purchases. We plot the percentage of consumers who
responded “Yes” to the following:

¢ Have you refrained from planned larger purchases due to
the outbreak of the coronavirus?

¢ Due to the economic consequences of the coronavirus, do
you fear you may lose your job?

In both cases, we see marked increases in the shares of
consumers who did not make planned larger purchases

or who feared losing their job because of the coronavirus
outbreak.” Among the survey respondents, about half of
consumers feared losing their job by early April 2020,
double the share who responded that way in early March.
These reports reflect a sudden shift in the labor market
compared with its status in February 2020, when the Bureau
of Labor Statistics calculated a national unemployment rate
of 3.5 percent. However, the finding that half of respondents
reported fears of losing their job as a result of the
economic consequences of the coronavirus is not far
from the estimates of some analysts who posit that the

unemployment rate could rise to the vicinity of 30.0 percent."

Figure 4 documents the real-time evolution of consumers’
purchasing habits, focusing on food supplies and medical
supplies. We plot the percentages of respondents who
answered “Yes” to the following questions:

e Since the outbreak of the coronavirus, have you started
to store larger quantities of food supplies at home than
before?

e Since the outbreak of the coronavirus, have you started
to store larger quantities of medical supplies at home
than before?

We have seen substantive increases in both measures
since early March 2020, in line with press reports and
company financial statements regarding consumer
stockpiling behavior.

Finally, we show results that reveal consumers’ beliefs about
the duration of the coronavirus outbreak.! The survey
poses the following question:

e How many years do you think the coronavirus outbreak
will last?

Respondents are required to choose one of the following
options: (a) Less than 6 months; (b) 1 year; (c) 2 years;

(d) 3 years; (e) More than 3 years. Figure 5 plots the distribution
of responses. On March 10, more than half of respondents
believed that the coronavirus outbreak would last less than
6 months. Over time, however, respondents’ views have
shifted toward a realization that the outbreak could be
longer-lasting. Now, only about one-third of respondents
expect that the outbreak will last less than 6 months, while
the other two-thirds believe it will last 1 year or longer.

Figure 3. The Coronavirus, Large Purchases, and the
Labor Market
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Figure 4. The Coronavirus and Stockpiling
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Figure 5. The Expected Duration of the
Coronavirus Outbreak
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Conclusion

This Commentary summarizes the results of surveys

of consumers regarding their views on the evolving
coronavirus outbreak, based on recent work by Dietrich
et al. (2020). It provides background on the survey tool
used to produce the outcomes for the Consumers and
COVID-19 webpage on the Cleveland Fed’s website. We
encourage readers to view the most recent data online,
mcluding additional observations, new survey questions
that may be added, and access to additional resources.

Footnotes

1. The literature is growing rapidly; see, for example,
McKibbin and Fernando (2020), Atkeson (2020), Barro,
Urstia, and Wang (2020), Eichenbaum, Rebelo, and
Trabandt (2020), Guerrieri et al. (2020), and Alvarez,
Argente, and Lippi (2020).

2. Binder (2020) presents a snapshot of consumers’ views
regarding the coronavirus in early March 2020, but the
focus of that study is on the interaction between the
coronavirus and the initial monetary policy response to it.
Barrios and Hochberg (2020) and Allcott et al. (2020) study
consumers’ responses to the GOVID-19 pandemic through
the lens of political polarization.

3. See World Health Organization (2020).
4. See Lyons (2020).

5. We use this two-part structure to ensure that respondents
clearly identify whether they believe GDP and inflation are
likely to be higher or lower as a result of the coronavirus
outbreak and then to capture the extent to which they will
be higher or lower.

6. By focusing on the midpoint of the distribution, the
median is immune to outliers in beliefs, as these can
dramatically influence the mean (average).

7. There is a great deal of uncertainty surrounding the
expected coronavirus impacts on economic activity and
inflation from our survey of consumers, whether we look
at forecast dispersion across respondents (which is not
always the same as forecast uncertainty; see Rich and
Tracy, 2018) or uncertainty measures based on the weights
that respondents assign to different potential outcomes

for economic activity and inflation (i.e., implied density
forecasts).

8. See Stock and Watson (2010) and Ashley and Verbrugge
(2019).

9. The survey does not ask respondents about the reasons
for refraining from planned larger purchases, reasons which
could reflect either a lack of opportunity to make such
purchases (because businesses were closed) or a pullback in
desired spending among consumers because of uncertainty
and rising joblessness.

10. See Bullard (2020) and Faria-e-Castro (2020).

11. Because the survey is ongoing, new questions are
occasionally added whose time series will also appear on the
Cleveland Fed’s website. For example, on April 3 the survey
began asking respondents the following:

e Have you increased the amount of cash and currency
in your wallet or your house due to the outbreak of the
coronavirus?
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