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Abstract: 
 

We study how households form inflation uncertainty, how it affects nominal wage expectations, and what 

this implies for monetary policy. Using microdata from the New York Fed’s Survey of Consumer 

Expectations, we construct novel sector specific measures of inflation uncertainty from rounding in 

forecasts for salient consumption categories such as food, petrol, and rent. We show that uncertainty 

about food and petrol prices is a key driver of overall inflation uncertainty, and that higher inflation 

uncertainty is associated with stronger expected nominal wage growth, especially among lower income 

households. To interpret this relationship, we develop a search and matching model with heterogeneous 

households in which wages are determined through bargaining under uncertainty. We then separately 

analyse a New Keynesian model and show that monetary policy can reduce both inflation expectations 

and inflation uncertainty. 
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To sign up for the seminar, please send an email to seminar@bsi.si. You can sign up by 

Wednesday, 13 May 2026. The seminar will be held in English. 
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