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Box 2.5

Pricing Behavior and Expectations of the Real Sector

Pricing behavior, which reflects companies' decision-making processes regarding when and to what
extent they will change their prices, plays an important role in inflation dynamics and monetary policy
effectiveness. The interaction between pricing behavior and inflation expectations is one of the main
factors shaping the pace and persistence of disinflation. In this context, closely monitoring companies'
pricing behavior and expectations is of critical importance for central banks.

This box examines the recent pricing behavior and inflation expectations of real sector firms and
assesses their alignment with the disinflation process that began in June 2024. To this end, indicators
such as the ratio of firms forecasting increases in domestic sales prices, the frequency of price
changes, and the duration of price stability are examined alongside the distribution of firms' annual PPI
inflation expectations for the next 12-month period.

The analysis uses microdata from the Business Tendency Survey conducted monthly by the CBRT. The
Business Tendency Survey provides qualitative information on the assessments of firms operating in
the manufacturing industry regarding the recent past and current situation, as well as their
expectations for the future. It also provides quantitative information on capacity utilization rates and
inflation expectations. Owing to its comprehensive structure, it serves as a suitable, reliable, up-to-
date, and timely data source for studies on pricing behavior.

Firms’ pricing decisions are shaped by cost and demand conditions as well as their inflation
expectations. As the share of firms raising prices increases, inflation is more likely to accelerate.
Indeed, the share of firms anticipating an increase in domestic market retail prices over the next three
months moves in tandem with manufacturing PPl inflation (Chart 1).
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Between 2021 and 2024, the share of firms anticipating an increase in domestic sales prices moved
broadly in line with producer inflation. However, in 2025, the proportion of firms anticipating an
increase in sales prices decreased even for the months that had a relatively flat outlook for producer
inflation. This divergence implies that the pricing behavior of real sector firms is becoming more
aligned with the disinflation outlook and the guidance of monetary policy, rather than past trends.

Chart 2 shows real sector firms’ price change frequency over the past year and corresponding implied
price durations. During the 2021-2022 period, price change frequency increased under high inflation
conditions, while price durations shortened significantly. The gradual downward trend in price change
frequency observed from the second half of 2024 continued throughout 2025, with indicators
converging towards historical averages. These findings indicate that pricing behavior in the
manufacturing industry has become more balanced and aligned with the disinflation process. The
share of firms anticipating price increases due to cost pressures also confirms the gradual
improvement in pricing behavior (Chart 3).
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Chart 3: The Share of Firms Anticipating Price Increases under Cost
Pressure** (%)
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** The share of firms anticipating price increases under the cost pressure refers to the

share of firms that anticipate increases in domestic sales prices over the next three

months, among those reporting that over the past three months costs have increased, but

domestic demand has remained same.
Despite cost pressures, the recent decline in the share of firms anticipating price increases indicates
greater caution regarding pass-through of cost increases (Chart 3). This signals a shift in real-sector
pricing behavior, moving away from past inertia and aligning with the medium-term outlook for
disinflation and monetary policy guidance.
Normalization and a cautious improvement in the real sector's pricing behavior are supported by an
improvement in expectations (Chart 4). The steady leftward shift and narrowing of the distribution of
inflation expectations for the next twelve months in 2025 indicates that divergence in real sector
expectations has decreased and that inflation expectations have begun to anchor more firmly around
the monetary policy target. These developments confirm that the observed improvement in the real
sector's pricing behavior and expectations is laying a lasting foundation for the disinflation process.
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In sum, real sector pricing dynamics have become more stable and predictable as of 2025. The decline
in the share of firms anticipating price increases, even among those under cost pressure, the
lengthening of price duration, and the improvement in inflation expectations indicate that the inertia
effect in real sector pricing behavior has diminished. These developments imply that pricing behavior
has become more consistent with the disinflation outlook. The observed improvement in pricing
behavior supports the credibility of monetary policy and its effectiveness through expectations,
thereby contributing to the sustainability of the disinflation process.
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