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Research question

-

Do media narratives about fiscal policy shape
household inflation expectations and affect the
transmission of fiscal shocks?
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We use an LLM to extract fiscal narratives from
German newspaper articles and test their
macroeconomic effects using the ECB Consumer

Expectations Survey.
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/ The effect of narratives on GDP \

(1)

(2)

(3)

(4)

Exp—Infl Debt Sus. Save Spend
Narrative;_1 0.055%** 0.004 0.011%*** 0.018%**
(0.009) (0.005) (0.002) (0.003)
Ti—1 —0.072%**  —0.057*** —0.047*** —0.060***
(0.017) (0.017) (0.017) (0.017)
IP;_4 —0.512 —0.317 —0.269 —0.860**
(0.366) (0.369) (0.365) (0.373)
ECB _rates_q —0.704***  —0.803*** —(0.795%** —(.821%**
(0.055) (0.053) (0.053) (0.053)
total_fiscal;_1 0.001** 0.003*** 0.001 0.001*
(0.001) (0.001) (0.001) (0.001)
ifo_klima;_1 —0.070*%**  —0.080*** —0.080*** —0.061***
(0.005) (0.005) (0.005) (0.006)
fiscal _shock;_1 0.289%** 0.366%** 0.337*** 0.429%***
(0.037) (0.038) (0.038) (0.040)
unemp_rate;_1 —0.862%**  —(0.954%** _—(0.915%** —(0.770***
(0.097) (0.098) (0.097) (0.100)
enerqy_4dT;_q 0.045%** 0.043***  0.044***  (0.045%**
(0.005) (0.005) (0.004) (0.004)
bund_yield; 1 0.230** 0.327%** 0.313%** 0.336**
(0.100) (0.104) (0.098) (0.098)
Household FE Yes Yes Yes Yes
Month-of-year FE Yes Yes Yes Yes
Observations 142,761 142,761 142,761 142,761
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