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Expanding the Survey of Firms'’ Inflation
Expectations

The Survey of Firms’ Inflation Expectations (SoFIE) is a quarterly survey of chief
executive officers and other top business executives in the United States that collects
information about their inflation expectations. This Economic Commentary presents
questions newly introduced to SOFIE—some related to inflation and others examining
expectations for prices, costs, employment, and wages—and provides initial analysis
of the collected responses. The expanded set of survey results will be updated on a
quarterly basis on the Federal Reserve Bank of Cleveland’s website at
clefed.org/SoFIE.
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Introduction

Economic theory and empirical evidence suggest that beliefs about the future can affect behaviorsin
the present. For example, if a firm expects that higher inflation in the future will raise its production
costs, it may be more likely to raise its prices today rather than accept impending margin
compression. If this view is widely shared by many firms that raise their prices in response, then
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inflation could rise in the near term. Thus, monitoring inflation expectations is of particular interest to
monetary policymakers to ensure that such self-fulfilling processes do not occur. While many papers
examine inflation expectations of consumers and how those expectations relate to demographic,
socioeconomic, and other characteristics, surveys examining the inflation expectations of price and
wage setters are fewer in number.

The Survey of Firms’ Inflation Expectations (SoFIE) is one of the few US-based surveys that captures
the inflation expectations of firms. Developed in 2018 by researchers Olivier Coibion and Yuriy
Gorodnichenko and subsequently assumed by the Center for Inflation Research at the Federal
Reserve Bank of Cleveland in 2023, it captures quarterly readings of firms’ short-term inflation
expectations, and on a rotating basis it annually collects readings on several additional measures of
inflation expectations. Starting in 2025, the Center expanded the number of questions asked of SoFIE
respondents. These new questions relate to confidence in achieving the Fed'’s perceived inflation
objective; the perceived optimal inflation rate; the probability of low inflation over the next year;
expectations for prices, costs, employment, wages, research and development (R&D) spending, and
GDP growth; and beliefs about uncertainty within a firm’s sector. Information coming from these
additional questions can help us better understand the determinants of firms'’ inflation expectations at
the individual firm level and how these inflation expectations affect firms’ other decisions.

In this Economic Commentary, we introduce these new survey questions and present some initial
analysis of the collected survey responses. Going forward, the Center will present updates on this
expanded set of SoFIE questions each quarter at clefed.org/SoFIE.

Survey of Firms’ Inflation Expectations

SoFIE is a nationally representative, quarterly survey of chief executive officers and other top business
executives that has been fielded since 2018:Q2. Survey data are collected quarterly during January;,
April, July, and October. Firms are repeatedly sampled, providing a panel dimension to the data set.
The questions comprising SoFIE are part of alonger privately run survey administered by an external
company. Firms from various industries are surveyed, representing both the manufacturing sector
and the services sector. For additional details on the survey, see Candia, Coibion, and Gorodnichenko
(2024) and Garciga et al. (2023).

The original survey questions are as follows:

Q1. One-year inflation expectations, asked each quarter: “What do you think will be the inflation rate
(for the Consumer Price Index) over the next 12 months? Please provide an answer in an annual
percentage rate.”
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Q2A. Inflation objective perception, asked each second quarter: “What annual inflation rate do you
think the US Federal Reserve is trying to achieve on average? Please provide an average annual
percentage rate.”

Q2B. Inflation perceptions, asked each third quarter: “What do you think the inflation rate (for the
Consumer Price Index) has been over the last 12 months? Please provide an answer in annual
percentage rate.”

Q2C. Five-year inflation expectations, asked each fourth quarter: “What do you think will be the
average inflation rate (for the Consumer Price Index) over the next 5 years? Please provide an average
annual percentage rate”

Q2D. High inflation probability, asked each first quarter: “What do you think is the probability that
the annual inflation rate (for the Consumer Price Index) over the next 12 months will exceed 5%7?”

Figure 1: Summary of Existing SoFIE questions
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Notes: “Actual (CP!) inflation” is the CPlinflation rate over the last 12 months (percent). “Expected inflation” is the expected CPlinflation rate over the next 12 months
(percent). “Perceived inflation” is the perceived CPl inflation rate over the last 12 months (percent). “Perceived Fed objective” is the perceived US Federal Reserve annual
inflation rate objective (percent). “Expected inflation 5 year” is the expected CPI inflation rate over the next 5 years (percent). “Probability inflation will exceed 5% is the
probability that the annual inflation rate (for the CP1) over the next 12 months will exceed 5 percent (percent).

Figure 1summarizes the responses to the original questions. Firms’ inflation expectations largely track
actual CPl inflation. However, in recent years, their inflation expectations have remained somewhat
elevated compared to realized CPl inflation. While five-year-ahead inflation expectations are less
volatile than one-year-ahead inflation expectations, they also increased noticeably during the recent
inflation surge. Cline et al. (2026) study the degree of anchoring of US firms’ inflation expectations
using SoFIE data. Subjective perceptions of the Fed’s inflation objective increased from around 2
percentin 2019 and 2020 to 3.7 percent in 2022. Since 2022, these perceptions have steadily



declined, with the most recent reading at 2.6 percent. Perceptions of past inflation tracked actual CPI
closely until 2022 but have subsequently remained elevated compared to realized CPlinflation. The
probability that inflation will exceed 5 percent over the next 12 months has largely moved with
expected inflation. This probability increased from below 20 percent in 2021to above 50 percentin
2022, at which point it started to decline steadily, to 14 percent in 2026.

New Questions

The Center added new questions to SoFIE during the survey waves fielded in 2025:Q3, 2025:Q4,
2026:Q1, and 2026:Q2. While our focus remains on firms’ inflation expectations in various forms, we
now also have questions related to expectations for costs, employment, uncertainty, and GDP. The
new questions are as follows:

Q2A.1. Confidence in achieving the perceived inflation objective, asked each second quarter:
“How confident are you that the U.S. Federal Reserve will achieve this inflation rate in five years?”
Likert scale: not confident at all, not very confident, somewhat confident, confident, very confident,
don’t know.

Q2C.1. Perceived optimal inflation, asked each fourth quarter: “Looking further ahead, what
inflation rate do you think is optimal for the U.S. economy over the five-year period between five and
ten years from now? Please provide an average annual percentage rate”

Q2D.1. Low inflation probability, asked each first quarter: “What do you think is the probability that
the annual inflation rate (for the Consumer Price Index) over the next 12 months will be below 1%?”

Questions Q2A.1, Q2C.1, and Q2D.1 serve as follow-up questions to the original Q2A, Q2C, and Q2D
questions. In addition, we have introduced the following Q3 questions that are unrelated to the
original questions:

Q3A and Q3C. Price and unit cost expectations, asked each second and fourth quarter: “Twelve
months from now, what do you expect will be the change in..”

(QBAC.1) average prices for your firm (relative to the current level; in percent)

(QBAC.2) average unit cost for your firm (relative to the current level; in percent):
Q3B. Employment, wages, and R&D spending expectations, asked each third quarter: “Twelve
months from now, what do you expect will be the changeiin...”



(Q3B.1) employment in your firm (relative to the current level; in percent):
(Q3B.2) average wages in your firm (relative to the current level; in percent):

(Q3B.3) R&D spending in your firm (relative to the current level; in percent):

Q3D. GDP expectations, asked each first quarter: “What do you think will be the average economic
growth rate (as measured by the real GDP growth rate) over the next 12 months? Please provide an
answer in annual percentage rate.”

Q3D.1. Confidence in sector outlook, asked each first quarter: “Compared to the average
uncertainty you experience, how would you characterize the outlook in your sector over the next 12
months?” Likert scale: much more uncertain, more uncertain, same uncertainty, less uncertain, much
less uncertain, N/A.

In this Economic Commentary, and on clefed.org/SoFIE, we remove outliers and report trimmed
means for questions Q2C.1, Q3A, Q3B, Q3C, and Q3D, while we use all the data and report simple
means for questions Q2A.1, Q2D.1, and Q3D.1. We apply survey weights to the responses. All reported
means are calculated using post-stratification weights to make the sample representative relative to
the distribution of annual payrolls by industry and firm size (see Garciga et al., 2023).

Figure 2 plots the responses to questions Q2D and Q2D that were fielded in 2026:Q1. In terms of high
inflation, firms assigned a 14.2 percent probability on average that inflation would be above 5 percent
over the next year. In terms of low inflation, firms assigned low odds to such an outcome. On average,
firms saw only a 2.5 percent probability that inflation would be below 1percent over the next year, with
almost 90 percent of firms attaching zero probability to such an outcome. ! These numbers imply that
firms saw an 83 percent probability that inflation would be between 1percent and 5 percent.
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Figure 2: Low and High Inflation Probabilities as of 2026:Q1 (Questions Q2D and Q2D.1)
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Note: The figure reports the distribution of the probability that inflation over the next 12 months will be below 1 percent (empty bars) and the distribution of the probability
thatinflation over the next 12 months will exceed 5 percent (filled bars).

As afollow up to Q2A, which asks for the respondent firm’s perception of what the Fed’s inflation
objective is, Q2A.1 now asks about the firm’s confidence that the Fed will achieve this inflation
objective, see Figure 3.In 2026:Q2, firms’ average perception of the Fed’s objective was that it was 2.4
percent, and 38.5 percent of respondents selected that they were “somewhat confident” that the Fed
would achieve this objective. However, there was considerable variation in these answers, with 22.3
percent of firms reporting that they were “not confident at all” or “not very confident” while 32.8
percent of firms stated that they were either “confident” or “very confident.”



Figure 3: Firms’ Confidence in Fed’s Achieving Perceived Fed Objective as of 2026:Q2 (Question Q2A.1)
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Note: This figure shows the distribution of responses to “How confident are you that the U.S. Federal Reserve will achieve this inflation rate in five years?”

Question Q2C1 asks firms for their perceptions of the optimal inflation rate for the American economy.
This question seeks different information than asking firms for their subjective perceptions of the
Fed's inflation target, and it is similar to recent work that has asked consumers for their beliefs about
the optimal inflation rate (Pfajfar and Winkler, 2025).

As s visible in Figure 4, the mean response across firms using data from 2025:Q4 was 2.5 percent.
About 35 percent of firms answered 2 percent exactly, a number in line with the Fed’s inflation
objective. Nearly 70 percent of firms reported a number between 2 percent and 3 percent.
Interestingly, no firms reported an optimal inflation rate of O percent or lower, and only about 5 percent
of firms reported an optimal inflation rate of below 2 percent. Firms’ views about optimal inflation
contrast sharply with those of consumers, who tend to prefer very low inflation. 2 Specifically,
consumers seem to be much more concerned with losing purchasing power, and they often answer O
percent as their optimal inflation rate.  Comparing firms’ responses to the optimal inflation question
and their responses to the question about the Fed’s perceived inflation target, we observe that the
average response is very similar across these two questions.
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Figure 4: Optimal Inflation Rate as of 2025:Q4 (Question Q2C.1)
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Notes: This figure shows the distribution of the perceived optimal inflation rate. The survey asked, “Looking further ahead, what inflation rate do you think is optimal for the
U.S. economy over the five-year period between five and ten years from now? Please provide an average annual percentage rate.”

Figure 5 provides insights into firms’ views about economic conditions at the national level based on
their expectations about growth in real (inflation-adjusted) GDP over the next 12 months. Importantly,
the responses were collected in 2026:Q1 (January) and preceded the 2026 conflict in Iran and the
subsequent surge in oil prices. On average, firms expected real GDP to grow at a robust pace of 3.2
percent. Over 40 percent of the growth expectations fell in the interval from 1percent to 2 percent,
while more than 30 percent of the growth expectations fell in the 2 percent to 3 percent range. Most
of the remaining firms were anticipating even stronger growth, with a few responses noting growth
expectations exceeding 5 percent. No firm believed that a decline in real GDP was on the horizon. By
way of comparison, the Philadelphia Fed’s Survey of Professional Forecasters conducted in February
2026 showed that forecasters expected real GDP to expand 2.1 percent over the next 12 months, a
slower pace than reflected in SoFIE.



Figure 5: Expected Real GDP Growth as of 2026:Q1 (Question Q3D)
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Note: This figure reports the distribution of expected real GDP growth rate over the next 12 months.

Figure 6: Sector-Level Uncertainty as of 2026:Q1 (Question Q3D.1)
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Note: This figure shows the distribution of responses to “Compared to the average uncertainty you experience, how would you characterize the outlookin your sector over
the next 12 months?”

Figure 6 reports firms’ assessments of the uncertainty they will be facing in their sector over the next
12 months relative to the average uncertainty they experience. The degree of confidence that firms
attach to the outlook in their sector is of particular interest. Research suggests that uncertainty plays a
key role in economic and financial decision making, and heightened uncertainty can be especially
problematic for firms’ long-term planning and capital-allocation decisions. By making it more difficult
to evaluate investment opportunities, greater uncertainty can affect productivity growth, with long-
run consequences for standards of living.



Based on responses collected in 2026:Q1(January), we see that on balance there were more firms
that indicated higher uncertainty than normal compared with lower uncertainty than normal. In
particular, 33 percent of firms reported that they were now relatively more uncertain about the
outlook in their sector, and this response was the most frequently selected among the six choices.
However, 29 percent of firms indicated that the uncertainty attached to their current outlook was
largely in line with what they have experienced on average in normal times.



Figure 7: Distribution of One-Year-Ahead Expectations about Firm-Specific Variables in 2025:Q3 (Questions Q3B.1-Q3B.3)
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Notes: Panel (a) plots the histogram of firms' one-year-ahead expectations about employment in their firm, reported in 2025:Q3. Panel (b) plots the histogram of firms’
one-year-ahead expectations about wages, reported in 2025:Q3. Panel (c) plots the histogram of firms' one-year-ahead expectations about R&D spending growth in their
firm, reported in 2025:Q3.
Finally, we examine firms’ expectations about their own economic conditions over the next 12 months
in terms of prices, costs, employment, wages, and R&D spending. Firms’ expectations about their
one-year-ahead employment, average wage growth, and R&D spending were collected in 2025:Q3,
while their expectations about one-year-ahead average price growth and unit cost growth were

collected in both 2025:Q4 and 2026:Q2.

Figure 7, panel (a) shows that, as of 2025:Q3, firms on average expected to increase employment by
2.2 percent in the next 12 months. While expectations about employment growth were positive on
average, about 20 percent of firms expected to reduce their employment over this period, and 34
percent of firms anticipated no change in their future employment over the same period.

Figure 7, panel (b) shows that firms on average expected to increase their wages by 2.9 percent over
the next 12 months. About half of firms expected to increase wages by 3 percent over the next 12
months. However, about a quarter of firms anticipated that they would not change the wages they
paid their workers. No firm reported plans of cutting wages. 4

Figure 7, panel (c) provides insights into firms’ planned R&D spending. Overall, firms expected to
increase R&D spending by 3.1 percent in the next 12 months. However, spending plans varied greatly
across firms. A little more than half of firms reported plans to expand their R&D spending, while a little
less than half of firms indicated that they had no plans to increase their R&D spending. For those firms
that did not plan to increase their R&D spending, this situation may have reflected elevated
uncertainty surrounding the outlook for their sector, noted in Figure 6.

Figure 8 plots the distributions of firms’ one-year-ahead expectations for the growth rate of their
average prices and average unit costs, combining the data reported in 2025:Q4 and 2026:Q2. Figure
8, panel (a) shows that firms’ expectations about their one-year-ahead price growth were, on average,
3.6 percent across these two quarters of data. No firm expected to lower its average price over the
next 12 months. This finding is consistent with the fact that the share of actual price declinesis
typically much smaller than the share of actual price increases in the micropricing data (see, for
instance, Montag and Villar, 2025). Moving to Figure 8, panel (b), firms’ one-year-ahead expectations
about their unit cost growth were 3.4 percent. As with prices, no firm expected a decline in their future
unit costs.

Similar questions about firms’ expectations for one-year-ahead price growth and unit cost growth can
be found in the Atlanta Fed Business Inflation Expectations (BIE) survey. Note, however, that the SoFIE
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survey is nationally representative, while the BIE surveys firms only in the Sixth Federal Reserve
District. Compared to the results documented in the BIE survey in November 2025, the average firm’s
price growth expectations in SOFIE were 80 basis points higher, and the average firm’s unit cost
growth expectations were 1percentage point higher. ®
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Figure 8: Distribution of One-Year-Ahead Price Growth and Unit-Cost Growth Expectations in 2025:Q4 and 2026:Q2
(Questions Q3A and Q3C)
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Motes: Panel (a) plots the histogram of firms’ one-year-ahead expectations about their average price growth, reported in 2025:Q4 and 2026:Q2. Panel (b) plots the
histogram of firms' one-year-ahead expectations about their unit cost growth, reported in 2025:Q4 and 2026:Q2.

Conclusion

This Economic Commentary introduces the new questions that were added to the Survey of Firms’
Inflation Expectations during 2025 and 2026. In addition to the original questions that focused on
inflation expectations, these new questions asked firms about their confidence in the Federal
Reserve’s achieving what they perceived to be the Fed's inflation objective; the perceived optimal



inflation rate; the probability of low inflation over the next year; expectations for prices, costs,
employment, wages, R&D spending, and GDP growth; and beliefs about uncertainty within a firm’s
sector. Going forward, answers to these questions will be reported on a quarterly basis and available
at clefed.org/SoFIE.
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Endnotes

1.

This probability is similar to the implied probability in the Survey of Professional Forecasters (SPF) for core CPI
to be below 1.5 percent. In the SPF survey this probability can be calculated by adding the average individual
probabilities for the four bins that capture core CPl inflation below 1.5 percent. Return to 1
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2. Shiller (1997) and Stantcheva (2024) discuss reasons for households’ aversion to inflation. Hajdini et al. (2025)
and Jain, Kostyshyna, and Zhang (2024) present evidence of a labor market channel of why people dislike
inflation. Return to 2

3. Pfajfar and Winkler (2025) report a mean optimal inflation rate of 0.75 percent when consumers are asked for
the optimal inflation rate for the American economy. When consumers are asked instead for the optimal inflation
rate for them personally, the mean response is around O percent inflation or even slightly negative (see, for
example, Afrouzi et al., 2024). Return to 3

4. Thisresultis consistent with the presence of downward wage rigidity; see, for instance, Fallick, Villar, and
Wascher (2022) and references therein for a discussion of the evidence on downward wage rigidity in the
United States. Returnto 4

5. We note that SoFIE collects responses during the first month of each quarter, whereas the BIE collects data on
firms’ own price growth expectations every second month of each quarter. Returnto 5
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