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Abstract. The aim of this paper is to estimate the effect of the main macroeconomic indicators on
opinion of individuals about economic situation in their country. Correlation and regression analysis was
applied to the data about 43 economies in 2002-2021. The most positive subjective views of economic situation
were before crisis years (in 2007 and 2016-2019).

This paper confirms positive effect of economic growth on perceived national economic situation. The
effect is stronger under high income inequality in the long run and in advanced economies in the short run.
Some models suggest that acceleration of economic growth may also be important. Gross savings is another
positive factor. The long-term effect of savings is stronger in countries with high income inequality and in
2013-2021 also in advanced economies. Correlation between opinion of people and current account is
positive, but the regression analysis results show that this factor does not have a separate significant effect.

Unemployment influences perceived national economic situation negatively. But earlier (in 2002-
2012) this effect was weaker than in 2013-2021. The long-term effect is stronger in countries with high income
inequality. The effect of inflation is negative, but it existed only in the first subperiod (2002-2012) in advanced
economies. Then the fear of inflation disappeared at least before 2022, when inflation increased.

Income inequality, its change and economic development level do not affect perceived economic
situation themselves. But high income inequality increases sensitivity of people to trends in economic growth,
unemployment and gross savings. High development level also increases such sensitivity and earlier in XXI
century dependence on inflation.

Key words: macroeconomic situation, subjective well-being, business cycles, economic
growth, unemployment, gross savings, inflation, income inequality.

AHoTauis. Memoro cmammi € oyinka egpekmy 0CHOBHUX MAKPOEKOHOMIYHUX NOKAZHUKIG HA CIMABNIeHHS

Hacenenusi 00 eKOHOMIYHOI cumyayii 6 c60itll Kpaini. Bukopucmano pezpecitino-KopenayiuHul ananiz 0anux
ona 43 kpain y 2002-2021 pp. Hatibinow nosumugui cyo’eKmueni yA8neHHs: w000 eKOHOMIYHOI cumyayii
cnocmepieanucs 8 nepedxkpuzosi poxu (2007, 2016-19 pp.).
ITiomeepooiceno nosumusHuii 6naue npupocmy BBII na oyinku epomadcuvKicmio eKoHOMIYHO20 CIMAHY 6 KPAiHi.
B 0oszocmpoxosomy nepiodi 6nius ybo2o NOKA3HUKA CUTbHIWUL 8 KDATHAX 3 GUUOI0 HePIGHICIIO 00X00i8, 8
KOPOMKOCMPOKOGOMY — 6 po3eunymux xkpainax. Okpemi MoOeni nokazyoms, wo Moxjce pamu no3umueHy
PONb MAKOJC NPUCKOPEHHS eKOHOMIUHO020 3pocmanHa. Banosi saowaodosicenna enausaiomsv nosumueHo. B
00620CMPOKOGOMY NePiodi eeKm 3a0ujaddlcerb CUTbHIWMULL @ KPATHAX 3 GUIYUM PO3UADYEAHHAM HACENEHHS]
3a Odoxo0amu, a 6 nepioo 3 2013-2021 pp. i 6 pozsumymux xpainax. Kopensyis nomounoco paxynxy
NAAmMiCHO20 OANAHCY i3 2POMAOCHKOI0 OYMKOI HOZUMUBHA, alle pecpeciihull aHanis He NOKA3YE 3HAUYU020
OKpeMO020 6NIUBY NOMOUYHO20 PAXYHKY.
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Pigenv 6e3pobimms ennusac necamusro. Ilpome 6 nepuuii nepioo (2002-2012 pp.) yeti eghexm crabwuil Hisic
y 2013-2021 pp. B 0osecocmpoxosomy yeil eghekm CUnbHIULL 8 KDATHAX 3 BULUM POZULADYBAHHAM HACENEHH S
3a doxooamu. Bnaue inrayii necamusnuil, ane HaséHuil mintbku y nepwiuii nepioo (2002-2012 pp.) s
possunymux xpainax. Ilomim noborweanus wooo ingrayii snukiu npunaimui 0o 2022 p., koau iH@aayis
3pocia.
Hepisnicmv 0oxo0ie nacenenns, it OuHamika ma pieeHb eKOHOMIYHO20 PO36UMKY CAMOCHMIUHO20 6HIAUBY HE
300liCHIOIOMb. Alle 8UCOKe PO3UAPYBAHHA HACELeHHS 3a 00X00aMU NOCUTIOE YYMIAUBICIMb HACMPOI8 HACENEHHS.
w000 eKOHOMIYHOI cumyayii 6 Kpaini 00 eKOHOMIUHO20 3pOCMAHHS, 0e3poOimmsa ma 8aN08UX 3A0UAONHCEHD.
Bucoxkuii pigenv exonomiunoeo po3eumky maxoc nioguuye Yymiaugicms 00 Yyux NOKA3HUKIB, A HA NOYATNKY
XXI cmonimms it 0o ingasyii.

KuouoBi ciioBa: maxkpoexonomiuna cumyayis, cyo’ ekmusHuii 000pooym, eKOHOMIUHI YUKIU,
eKOHOMIUHE 3POCMAalHs, 0e3podImmsl, 8AN08I 3A0UWA0NCEHHS, THPAAYISA, HEPIBHICMb 3a OOXO00AMU.

Introduction. Measuring objective macroeconomic indicators may show whether a country has
a good economic performance or faces serious challenges requiring remedies in a form of policy
actions. But each individual has his or her own subjective impressions about well-being. Economic
situation may affect happiness of people and their confidence in future, which may influence directly
their personal decisions (in labor activity, consumption behavior, investment priorities, propensity to
stay or migrate etc.) and indirectly government policy (via elections or considering sentiment analysis
results).

The purpose of research is to estimate the effect of the main macroeconomic indicators on
opinion of individuals about economic situation in their country. First, we provide literature review
of subjective well-being factors. Then we explain the choice of the variables and the way correlation
and regression analysis was applied. In the last section research results are presented and robustness
check is provided.

Previous literature review. Several studies have found factors affecting subjective well-being
of individuals or their opinion about economic situation in their country.

Wolfers (2003) concluded that perceived well-being is negatively affected by unemployment,
its volatility and inflation. Hayo & Seifert (2003) used a sample consisting of Eastern European
countries in early 1990s to find a positive effect of relative income and prospects for economic
improvements in future on subjective well-being, and a negative impact of unemployment and
worsening economic situation relatively the past experience. Welsch (2007) suggested that people are
more satisfied under economic growth and better employment ratio as well as stability. The latter is
measured by low inflation or low interest rates. Malesevic Perovic (2008) further analyzed transition
economies to prove that inflation, and especially unemployment and GDP growth are important for
subjective feeling of economic well-being. Welsch & Bonn (2008) estimated that convergence in
macroeconomic conditions and especially in inflation rates led to convergence of life satisfaction in
the EU member states.

Stanca (2008) has found interaction effects. Income affects happiness stronger in poor
countries, while unemployment is more important factor in developed economies with high
unemployment. Pew Research Center (2012) used cross-sectional data to find a strong correlation
between GDP growth and the share of people considering the situation in their country is good. Mayer
(2015) proved the negative impact of job loss and reduced consumption of the main products. Welsch
& Kiihling (2015) wrote about a negative impact of the crisis in 2008-09 on well-being of individuals
in advanced economies. The reason was drop in GDP and unemployment which were not offset by
the positive effect of lower inflation experienced in several countries.

Mikucka et al. (2017) used data for developing, transition, and developed countries to conclude
that income inequality reduction in advanced economies and stable social trust help to increase the
positive effect of economic growth on perceived well-being. Maison et al. (2019) used a survey of
Polish residents and came to a conclusion that subjective financial situation depends on making
savings. Yan & Wen (2020) wrote that subjective well-being negatively depends on corruption and
inequality, although there is a positive effect of inequality on the views of rural residents. Dluhosch
(2021) states that a negative effect of income inequality is amplified by trade globalization.

European Commission (2022) provided a survey of the most important problems in the EU in



summer 2022 according to its residents’ point of view. 34% respondents worried about inflation (+10
pp in comparison to winter), 28% —energy supply (+12 pp), 19% — general economic situation (+1pp),
13% — state of public finance (-5pp), 13% — immigration (-9pp), 5% — unemployment (-3pp), 3% —
pensions (-1pp) and 3% — taxation (0 pp).

Methodology. We use two variants of a dependent variable (share of respondents who consider
that the current economic situation in their country is good): static value Op in % (perceived national
economic situation) and its change relatively a previous year AOp in percentage points (pp) according
to the surveys by Pew Research Center (2022). First, Op is used to assess the general trends in
sentiments worldwide (analysis of time series) and variation of economic optimism across countries
(cross-sectional data analysis).

Then several independent variables were tested (data from Word Bank (2022)):

e EG — GNI per capita growth (annual %) to measure economic growth;

e Pr—Inflation, consumer prices (annual %) or price instability;

e Un - Unemployment, total (% of total labor force) (modeled ILO estimate) or scarcity
of jobs;

e GS - Gross savings (% of GNI) indicating ability to earn more income than it is
necessary for consumption and to use domestic resources to finance investments;

e CA — Current account balance (% of GDP) as an indicator of external competitiveness;

e GINI - Gini index measuring income inequality within a country;

e GNIpc — GNI per capita, PPP (constant 2017 thousand international $) denoting
economic development level of a country.

Independent variables marked with A mean change relatively a previous year in pp or pp/GDP.
Change in GNIpc is not used because it duplicates information about economic growth. The analyzed
period is 2002-2021 (without 2003-2006 when the data on Op is not available), which is divided into
2 subperiods: 2002-2012 and 2013-2021.

Correlation analysis is used to provide primary selection of potential factors. T-test is used to
estimate significance of correlation coefficients. Possible interaction effects are also studied (we
assume that Gini index or GDP per capita may affect the influence of other factors) by using products
of the indicators in regression formulas.

Regression models are calculated for the entire period and 2 subperiods to see possible changes
in regularities. The final models have significant regression coefficients, normal distribution of
residuals, absent multicollinearity and mostly absent substantial heteroscedasticity. Serial correlation
of residuals is also tested.

Since panel data is used within regression analysis, we use Hausman test for static models
(when the average Op differs substantially in various countries). If it rejects the hypothesis of
appropriateness of random effects estimation method, fixed effects models are estimated too. When
high serial correlation of residuals is faced, we also change specification of a model by adding the
dependent variable value in the previous year Op:1, which helpes to eliminate dependence of
residuals. Outliers are excluded in smaller samples to check robustness of results, but the coefficients
remain significant and similar.

Finally, country specific correlations between the dependent variables and factors or their
increases (except for change in Gini index due to lower availability of data) are calculated for
countries with available data for at least 8 years.

Results. Table 1 shows the values of the dependent variable Op in several countries (the entire
analyzed sample consists of 43 countries). The most positive subjective views of economic situation
were before crisis years (in 2007, 2016-19). The highest economic pessimism was in 2009 (Great
Recession) and around it, in 2002 (as a result of the slowdown in 2001) and in 2020 (Coronacrisis).
Considering the entire analyzed period, the most optimistic countries include China, Sweden, the
Netherlands, India, Philippines, Germany and Australia. The lowest average Op was registered in
Greece, Ukraine (although the data for it was available only for 2014-2015 and 2019), Lebanon,
Tunisia, Italy, Republic of Korea and Spain.

Table 1
The share of population who consider the current economic situation in their country to be
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2002 70 |52 |45 |27 |36 |6 20 |31 |7 13 14 |65 |46 |310
2007 80 |8 |30 |63 [25 [28 |8 51 |36 |38 |65 |46 |69 |50 |469
2008 | 69 82 |19 |53 13 |7 36 |52 |52 |3 |21 [30 |20 |359
2009 43 |88 |16 |28 |22 |10 |5 30 |38 |28 |12 |24 |16 |20 | 253
2010 62 91 |13 | 44 12 |18 |24 |53 [33 |13 |34 |20 |24 |[320
2011 54 88 |17 |67 10 30 |26 |29 |10 [49 [15 |18 | 329
2012 65 83 |19 |73 |6 7 35 |29 [32 |6 57 |15 |31 | 285
2013 |67 |59 |67 |88 |9 75 |3 27 |20 |38 |27 [33 |4 53 |15 |33 |381
2014 32 89 |12 [8 |3 35 |33 |40 |29 |44 |8 50 |43 |40 | 401
2015 |55 |13 |57 |90 |14 |75 |12 |37 |16 |34 |38 |24 |18 |47 |52 |40 |411
2016 | 57 48 |87 |12 |75 [33 |30 49 13 47 |44 | 450
2017 | 60 |15 |59 21 |8 |15 |41 [15 |28 |64 |46 |28 |65 |51 |58 | 460
2018 | 67 |9 63 43 |78 |15 |44 |31 |28 [e69 [42 |30 46 |65 | 464
2019 |66 |21 |72 37 |79 |23 [37 [30 |49 [74 [35 |42 |40 [50 [60 |[470
2020 | 36 38 18 |51 |11 |13 |16 15 21 |30 |315
2021 | 74 49 26 |60 |12 |18 |28 13 44 |29 | 412

Correlation analysis (see table 2) shows that static variable Op is usually associated with static

values of factors, while dynamic AOp is likely to depend on changes in independent variables. The
highest positive correlation is with economic growth and gross savings, negative — with
unemployment. The positive correlation with current account is significant but lower. Inflation,
income inequality and economic development level do not correlate with subjective views of

economic situation.

Variables Op AOp
Opt1 0.86* 0.19*
AOpr1 -0.27 -0.15
EG 0.61* 0.40*
AEG -0.11 0.42*
Pr -0.05 -0.12
APr -0.10 -0.02
un -0.68* -0.02
AUn -0.20* -0.42*
GS 0.71* 0.02
AGS -0.12 0.25*
CA 0.37* 0.11
ACA -0.19* -0.09

Table 2
Correlation between positive views of economic situation and macroeconomic indicators




GINI -0.03 -0.16
AGINI -0.04 0.08
GNlpc -0.08 0.07

Note. * - significant correlations at p<0,05.

The first static model for the entire period S1 using random effects method demonstrates long-
term effects of economic growth, unemployment and gross savings on perceived economic well-
being (see table 3). The fixed effects model S2 confirms that these 3 factors affect Op with similar
regression coefficients. The models S3 and S4 for the subperiods prove that the effect of GDP per
capita growth and gross savings has not changed substantially, but the negative impact of
unemployment became twice as stronger in the last period (2013-2021) than in the first one (2002-
2012). l.e. opinion of the public nowadays depends more on unemployment than at the very beginning
of the XXI century.

Table 3
Models of perceived national economic situation Op without interaction effects
Model | S1 S2 S3 S4 S5 S6 S7
Period, | 2002- 2002- 2012- 2002- 2002- 2012-
2002-2021
years 2021 2012 2021 2021 2012 2021
Y- 23.3%** 27.9%** 16.9%** | 28.1%** | 10.0%** | 6.55*** | 12,0%**
intercept | (3.47) (3.74) (4.73) (4.73) (2.03) (1.90) (2.89)
0.792*** | 0.839*** | 0.769***
Opt1
(0.034) | (0.059) (0.046)
£G 1.34%** 1.44%%* 1.59%** | 127*** | 0.644*** | 0.628* 0.635%**
(0.28) (0.30) (0.38) (0.38) (0.213) | (0.319) (0.294)
UN -0.888*** | -0.978*** | -0.496* | -1.08*** | -0.314** -0.400**
(0.179) (0.187) (0.286) (0.224) (0.135) (0.167)
oS 0.928*** | 0,758*** 0.831*** | 0.946%**
(0.122) (0.135) (0.168) (0.167)
R? 0.36 0.41/0.33 0.36 0.39 0.76 0.77 0.74
p 0.000 0.000 0.000 0.000 0.000 0.000 0.000
N 379 379 142 237 269 94 175

Note. In tables 3-6 standard errors are in brackets; significance of regression coefficients is marked by * at p<0,1, ** at
p<0,05, ** ar p<0,01, according to t-test.

The advantage of these 4 models is estimation of the long-term effects. The disadvantage is
existence of high serial correlation of residuals (about 0.70). As for cross sectional data analysis at
each particular year, correlation between Op and economic growth varied between -0.10 in 2021 and
0.70 in 2011 (on average 0.39), with unemployment — between -0.61 in 2016 and -0.04 in 2008 (-
0.35), with gross savings — between 0.25 in 2002 and 0.68 in 2014 (0.52), which proves the effect of
these factors anyway.

The models without serial correlation S5, S6 and S7 demonstrate existence of short-term effect
of gross savings and high inertia of public opinion considering importance of Opt.1 (the value of the
dependent variable in a previous year). And unemployment had no significant short-term effect in
2002-2012.

Static random effects (S8) and fixed effects (S9) models for the entire period with interaction
of factors show significant dependence of Op on economic growth, unemployment and gross savings
in the long run (see table 4). Their effects are stronger in countries with high income inequality. Gross



savings are more important also in advanced economies. The models S10 and S11 for the subperiods
prove robustness of the results in general. But the impact of unemployment is stronger and more
reliable in the second period. Again these long-term effect models have high serial correlation of
residuals. But in any case including interaction effects enabled to increase coefficients of
determination.

Table 4
Models of perceived national economic situation Op with interaction effects
Model S8 S9 S10 s11 S12 S13 S14 S15
Period, 2002- 2002- 2002- 2012- 2002- 2002- 2012-
2002-2021

years 2021 2012 2012 2021 2021 2012 2021

_ 15.0%** 19.3%x* 8.28* 21.20%** | 14.8** 7.78%%* 9.26%** | 2.95
Y-intercept

(4.42) (4.51) (4.29) (5.05) (6.20) (2.96) (2.56) (4.28)

o 0.765*** | 0.760*** | 0.780***
P (0.043) (0.083) | (0.057)
0.050*** | 0.057*** | 0.056*** | 0.043*** | 0.055%** 0.026*

EG*GINI
(0.011) (0.011) (0.012) | (0.012) | (0.020) (0.013)
-0.028*** | -0.028*** -0.018** | -0.035*** | -0.014*** -0.013**
UN*GINI
(0.0056) | (0.0059) (0.0084) | (0.0071) | (0.0045) (0.0054)
CSGIN| 0.024*** | 0.016*** | 0.019%** | 0.020%** | 0.029%** | 0.0077*** 0.012%**
(0.0039) | (0.0043) (0.0050) | (0.0050) | (0.0059) | (0.028) (0.043)
0.015%** | 0.018*** | 0.012** 0.016***
GS*GNlIpc
(0.0030) | (0.0033) (0.0048) (0.0036)
R? 0.51 0.63/0.51 | 0.44 0.43 0.58 0.79 0.76 0.82
0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000
N 221 221 94 94 127 186 64 106

The models without serial correlation S13, S14 and S15 confirm a short-term effect of economic
growth (especially under high income inequality), but only in 2002-2012. Unemployment and gross
savings are more important since 2013 (especially under high income inequality). The interaction
effect of gross savings and economic development level has not been proved in the short run.
Considering coefficient of determination, the model S15 with interaction effects has better predictive
power in the second subperiod than the similar model S7 without interaction effects. But using
interaction effect in the model S14 provides no additional advantage in comparison to S6.

The dynamic models D1 and D2 for the entire period demonstrate significance of short-term
effects: a negative one of unemployment growth and a positive one of economic growth for
improvement of subjective views about current economic situation in a country (see table 5). The
third factor may be either acceleration of economic growth or gross savings growth. In the first
subperiod (models D3 and D4) acceleration of economic growth was the most important together
with economic growth or unemployment growth. In the second period all the 4 factors turned out to
be significant. At the same time, the role of unemployment growth has increased, while importance
of GDP growth acceleration has abated.

Table 5
Models of changes in perceived national economic situation AOp without interaction effects
Model D1 D2 D3 D4 D5




Period, years | 2002-2021 | 2002-2021 | 2002-2012 | 2002-2012 | 2012-2021
) 1.51%* -2.09%** -4 58*** -2.661** -1.24
Y-intercept
(0.73) (0.72) (1.40) (1.29) (0.83)
EG 0.572** 1.00%*** 0.781** 0.753**
(0.246) (0.21) (0.391) (0.300)
0.702*** 0.677** 0.900*** 0.447*
AEG
(0.188) (0.315) (0.281) (0.247)
-2.87%** -2.69*** -1.96** -3.58***
AUN
(0.65) (0.66) (0.99) (0.83)
0.739** 0.760**
AGS
(0.305) (0.415)
R? 0.26 0.23 0.18 0.18 0.30
p 0.000 0.000 0.001 0.001 0.000
N 268 270 76 76 192

The dynamic model D6 including interaction with GINI index for the entire period shows
significant positive impact of economic growth acceleration and negative effect of inflation
(marginally significant) and unemployment (see table 6). But the models D6, D7 and D8 have no
advantage in predictive power over the similar models without interaction effects.

Table 6
Models of changes in perceived national economic situation AOp without interaction effects

with interaction effects

Model D6 D7 D8 D9 D10 D11
Period, years | 2002-2021 | 2002-2012 | 2012-2021 | 2002-2021 | 2002-2012 | 2012-2021
) 1.29 -0.80 1.28 -0.71 -0.95 -1.53**
Y-intercept
(2.07) (2.73) (0.99) (0.91) (2.00) (0.77)
0.031**
EG*GINI
(0.014)
0.026*** 0.034**
AEG*GINI
(0.0093) (0.013)
-0.010* -0.028**
Pr*GINI
(0.0056) (0.014)
-0.094*** | -0.069* -0.080**
AUN*GINI
(0.021) (0.036) (0.031)
0.051*** 0.077*** 0.044%**
EG*GNIpc
(0.0067) (0.014) (0.0073)
-0.026* -0.054**
Pr*GNlIpc
(0.010) (0.022)
-0.055*** -0.066***
AUN*GNIpc
(0.018) (0.022)




R? 0.20 0.24 0.13 0.32 0.34 0.31

0.000 0.004 0.001 0.000 0.000 0.000

N 153 52 105 260 73 191

The model D9 including interaction effect with economic development level is better than the
similar models D1 and D2 without interaction effects. It shows that economic growth, unemployment
and inflation may be more important in advanced economies. The positive effect of GDP growth
weakened in recent years, the negative influence of inflation was significant only in 2002-2012, and
the one of unemployment — in 2012-2021. In the second period the model D11 with interaction effect
has no advantage over D5. But the model D10 for the first period is better than D4.

Thus, the models S10, S11 and S12 (for the entire period, first and second period respectively)
have the best predictive power among the static models for long-term effects, although serial
correlation is their drawback. S5, S6 and S15 are the best choices among static models for short-term
effects (considering also model complexity criterion). D9, D10 and D5 perform better than other
dynamic models.

Then time series data analysis is applied to assess country-specific regularities. Table 7 provides
information about correlation between Op and independent variables or AOp and changes in
independent variables in countries with available data at least for 8 years. Economic growth, gross
savings and current account affect perceived economic situation either positively or insignificantly
almost in all the countries. Insignificance can be partially explained by small number of cases in time
series analysis. The effect of unemployment is either negative or insignificant almost everywhere.

The effects of inflation and income inequality are usually insignificant. When these effects are
significant, we see that correlations vary by their sign (+ and —). Positive correlation with income
inequality exists in core Anglosphere, Mexico and Germany. The negative correlation is more typical
for Southern Europe, Israel, Poland and Republic of Korea.

Table 7
Correlation between perceived economic situation and macroeconomic indicators
Country EG | AEG |Pr APr | Un AUn |[GS |AGS |[CA |[ACA |GINI |N
Argentina 0.75 | 0.60 -0.72 [ 015 |-0.02 |-0.14 |-041 |[-0.17 |-047 |11
Australia 055 |[071 |[069 |09 |-0.80 |-098 [017 [0.19 |-0.16 |-051 [0.86 |9
Brazil 0.73 |053 |017 |-056 |-0.77 |-0.26 | 092 |043 |-043 |-024 |-0.06 |9
Canada 045 |066 |039 |064 |-075 |-0.94 |065 |[064 |040 |038 [0.78 |11
China -0.20 | -0.03 [035 |-024 [079 |011 |[070 |0.18 |-0.03 |-047 |-0.25 |11
Egypt 078 |[0.05 |032 |011 |-051 |076 |084 [040 |077 [025 |[053 |8
France 0.17 |045 |043 |035 |-040 |-005 {068 |055 |0.63 |[037 |[-016 |16
Germany 043 | 065 |009 |067 |-0.68 |-0.65 {069 |0.72 |0.77 |[014 [079 |16
Greece 0.84 |-0.04 [039 |005 |-0.84 |-045 [031 |-0.16 |-0.80 | 058 |-0.66 |8
Indonesia -0.17 | -0.81 |-0.86 |-0.69 |-0.80 |-044 |056 |-0.07 |-053 [045 |0.16 |11
Israel 037 |064 |-045 |-011 |-0.82 |058 |[063 [079 |003 |[028 |-0.81 |9
Italy 0.30 |0.37 |004 |-014 |-047 |-003 {038 |043 |-024 [016 |[-0.32 |13
Japan 041 |046 |059 |022 |-073 |-045 {038 [0.36 (028 [030 |[-017 |16
Jordan 031 |-048 039 |011 |-045 |-046 |027 |-0.03 |-0.07 |011 |-042 |11




Kenya 0.55 | 0.67 008 |-0.81 (004 |-012 |[040 |0.09 |-0.38 |0.36 12
Korea, Rep. | -0.06 | 0.04 |-052 |0.21 |0.28 |-0.43 |0.32 -0.37 | 044 |-048 |-099 |13

Lebanon 0.01 0.48 0.28 0.17 0.06 -0.39 | 0.00 0.06 0.10 0.18 12
Mexico -0.12 | -0.20 | -0.38 | -0.39 | -0.25 | -0.16 | -0.03 | -0.13 | 0.16 0.49 0.59 13
Nigeria -0.09 | 0.12 -0.29 |-055 |-0.08 |-0.62 |-0.30 |-0.19 |-0.39 |-0.39 | 0.26 8
Pakistan 0.12 0.44 -0.35 | -0.30 | -0.10 | 0.02 0.48 0.30 -0.14 | -0.19 | 0.52 10
Poland 0.51 0.11 0.01 0.04 -0.88 | -0.42 | 0.65 -0.37 | 0.34 -0.36 | -0.70 | 14
Russian
] 0.61 -0.75 | -0.45 | -0.10 | -0.53 | -0.62 | 0.15 0.39 -0.27 | 0.12 0.31 13

Federation
South Africa | -0.39 | 0.51 -0.42 | -0.89 |-0.54 | -0.29 | -0.40 | 0.29 -0.67 | -0.49 9
Spain 0.17 0.42 0.29 0.27 -0.84 | -0.70 | 0.58 0.75 -0.49 | -0.26 |-0.81 | 15
Tirkiye -0.54 | -0.18 |-0.35 | -0.52 | 0.46 -0.13 | -0.47 | -0.27 | 0.26 12
United

) 0.44 | 0.69 -0.36 | 0.00 -0.73 | -0.61 | 0.60 0.65 -0.13 | 0.18 0.73 16
Kingdom

United States | 0.27 | 051 |-0.06 |-0.02 |-0.83 |-0.59 | 071 |059 |026 |020 |0.58 16

Note. Correlation coefficients are significant at p<0,05 if their absolute value >0.7 if N=8, >0.6 if N=11, >0.5 if N=16.

A typical enough effect of the majority of factors (like in the regression models) exists in
Argentina, Australia, Brazil, Canada, Egypt, Germany, Greece, Israel, Kenya, Poland, Spain, United
Kingdom and United States. There is a group of countries where perceived well-being depends much
less on macroeconomic indicators: Italy, Jordan, Republic of Korea, Lebanon, Mexico, Nigeria,
Pakistan and Tiirkiye.

Conclusion. Previous literature considered a positive effect of economic growth, relative
income and savings on subjective well-being of individuals or their opinion about economic situation
in their country, and a negative effect of unemployment, inflation, high interest rates, corruption,
problems in energy supply, unsound public finance and immigration. The effects may be modified
by factors’ interaction with national GDP per capita, social trust, income inequality or trade
globalization.

This paper confirms positive effect of economic growth on perceived national economic
situation: each additional GDP per capita growth by 1 pp leads to increase in the share of people who
consider that economic situation in their country is good by 0.6-1 pp in the short run and 1.4 pp in the
long run. The effect is stronger under high income inequality in the long run and in advanced
economies in the short run. Some models suggest that acceleration of economic growth may also be
important with similar magnitude of the effect in the short run.

Unemployment influences perceived national economic situation negatively. In 2013-2021
each additional 1 pp of unemployment decreased the share of people who consider that economic
situation in their country is good by 0.4 pp in the short run and 1.1 in the long run. But earlier (in
2002-2012) this effect was weaker and existed only in the long run (0.5 pp). It is interesting that
increase in unemployment leads to a larger drop in positive views about economic situation (2 pp in
the first subperiod and 3.6 pp in the second one). The long-term negative effect of unemployment is
stronger in countries with high income inequality.

Gross savings ratio is a positive factor. Each additional 1 pp of the savings relatively GDP
improved positive public opinion by 0.8-0.9 pp in the long run, and their change — by 0.75 pp. The
long-term effect of savings is stronger in countries with high income inequality, and in 2013-2021
also in advanced economies.

The effect of inflation is negative, but it existed only in advanced economies in the first
subperiod (2002-2012). Nevertheless the analyzed period ends before 2022, which was a year when
developed economies faced unusually higher inflation. Therefore it is too early to make a final
conclusion about the effect of inflation. Correlation between opinion of people and current account
is positive, but our regression analysis results show that this factor does not have a separate significant



effect.

Income inequality, its change and economic development level do not affect perceived
economic situation themselves. But high income inequality increases sensitivity of people to trends
in economic growth, unemployment and gross savings. High development level also increases such
sensitivity and earlier in XXI century dependence on inflation.

Thus, subjective views about current economic situation mostly depend on economic growth
and savings. Unemployment became increasingly important. Fear of inflation in advanced economies
abated before 2022.
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