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News-Driven Consumer Expectations: Topic-Based Forecast
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Understanding households' economic expectations is essential for economic stability and effective economic policy. The study examines the relationships between news, consumer confidence index, and inflation expectations. Using LDA topic models built from approximately 2 million online articles, I forecasted consumer expectations. While the models did not predict monthly fluctuations, they well represented aggregate changes over time. Additionally, my research also highlights the limitations of predicting expectations based on news, as in many cases, topics do not appear before the shocks themselves.



