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Abstract

In the current research, we analyze expectations of businesses for changes in two main
economic indicators - Consumer Price Index (CPI) and the US dollar in 3 and 12 months,
based on the Business Tendency Survey data. This monthly survey, which is conducted by the
Israeli Central Bureau of Statistics from 10.2010, aims to gather information on the situation of
the private sector, and on the expectations of businesses regarding economic developments in
the near future.

This study aims (1) to examine weather there are a "pessimistic" and "optimistic" respondents,
and (2) to check the accuracy of the businesses predictions. In the current research,
"pessimists" are respondents that consistently report low expectations every month, and
"optimists" are ones that report consistently high expectations.

The methodology based on the correlation analysis. In particular, Gini correlation coefficients
were estimated and compared. In addition, NLMA curve (Yitzhaki and Schechtman (2012))
was estimated and analyzed.

We found that one can identify two groups of respondents: "optimists" and "pessimists". It was
also founded that the probability to dramatic change in expectations in two consequent months
is negligible. Three-month predictions for the changes in CPI were found to be accurate, where
the distribution of the differences between the predicted and actual changes is close to being
symmetric. In addition, NLMA analysis shows that a monotonic transformation of the

researched data will not change a sign of correlation coefficients.

Key words: expectation analysis, Gini correlation coefficients, NLMA curve, Business

Tendency Survey
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