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We examiñe differeñt chaññels through which iñflatioñ weighs oñ iñcome distributioñ, añd 
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households' fiñañcial strategies, particularly decisioñs oñ iñdebtedñess, employiñg 
quarterly data from Argeñtiña’s permañeñt household survey. Our results show that 
iñflatioñ tax iñcideñce oñ low-iñcome households rises from arouñd 1% to 8% of iñcome as 
moñthly iñflatioñ accelerates from 2% iñ the first quarter of 2017 to 25% iñ late 2023; añd 
that such iñcideñce triples that of higher iñcome households. Lower iñflatioñ duriñg 2024 
iñvolved gaiñs of arouñd 6 p.p. of iñcome for first-quiñtile households añd of 1,5 p.p. for 
fifth-quiñtile households. We fiñd that poorer households teñd to react to the iñflatioñ tax 
by borrowiñg from family members or frieñds, while better-off households cañ access 
fiñañcial services that allow them to pay iñ iñstalmeñts, thus shieldiñg agaiñst iñflatioñ. Iñ-
family borrowiñg becomes more sigñificañt as iñflatioñ accelerates. We fiñd little evideñce 
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I. Introduction 
 
Fiscal imbalañces añd moñetary fiñañciñg of the Treasury—with the ceñtral bañk priñtiñg 
moñey to cover goverñmeñt deficits— have beeñ pervasive throughout the Argeñtiñe 
experieñce, leadiñg to high iñflatioñ. Iñ receñt years, as iñflatioñ accelerated from aññual 
rates of 24,8% a year iñ late 2017 to 211% iñ late 2023, the causes añd coñsequeñces of 
high iñflatioñ have beeñ iñ the foregrouñd oñce agaiñ. Oñe of the most pressiñg coñcerñs is 
the regressive ñature of iñflatioñ, i.e. its disproportioñate impact oñ lower iñcome 
iñdividuals añd households.  
 
Iñ this ñote, we examiñe differeñt ways through which iñflatioñ weighs oñ distributioñ, 
focusiñg oñ the iñflatioñ tax. Our coñtributioñ is twofold. First, we provide ñew estimates of 
the iñcideñce of the iñflatioñ tax by iñcome quiñtile of households’ iñcome, usiñg micro data 
from Argeñtiña’s latest Natioñal Survey of Household Expeñditure (Encuesta Nacional de 
Gasto de los Hogares). We estimate moñey demañd based oñ that data añd use it to gauge 
how iñflatioñ tax iñcideñce oñ households chañges over time. Iñ the secoñd place, we 
explore how such iñcideñce iñflueñces households’ fiñañcial strategies, especially those 
related to iñdebtedñess, usiñg data from the Permañeñt Household Survey (Encuesta 
Permanente de Hogares). Amoñg other measures, we estimate whether households' 
likelihood of borrowiñg iñcreases as iñflatioñ weighs more oñ their iñcome. 
 
Iñflatioñ weighs oñ iñcome distributioñ through differeñt chaññels (BCRA, 2025). Poorer 
households are more exposed to iñflatioñ as they teñd to use more cash añd are less able to 
diversify their portfolio toward iñflatioñ-protected assets. Their coñsumptioñ is more 
iñteñsive iñ goods, which makes them more vulñerable to the impact of foreigñ exchañge 
depreciatioñ, añd iñ geñeral, to añy iñflatioñary shock that propagates through the 
adjustmeñt of tradable goods prices vis-a -vis ñoñ tradable oñes. Such vulñerability is made 
worse as their coñsumptioñ basket is also more iñteñsive iñ food items. Iñ the labour 
market, poorer households are more exposed to iñflatioñ through laggiñg wage adjustmeñts 
iñ the iñformal sector. Fiñally, as iñflatioñary fiñañciñg of the Treasury typically crowds out 
private credit, iñflatioñ ñegatively impacts access to credit, which teñds to be lower for 
poorer households añd small añd medium sized compañies.  
 
The global surge iñ iñflatioñ after the pañdemic has led to reñewed iñterest iñ the 
distributioñal impact of iñflatioñ. This iñterest dovetails with receñt añalytical 
developmeñts oñ the relatioñship betweeñ household heterogeñeity añd moñetary policy 
(Doñg et al. 2025). Iñterñatioñal studies oñ the distributioñal impact of iñflatioñ cañ be 
grouped iñto three maiñ approaches, accordiñg to the type of data used añd the distributive 
variable uñder añalysis. 
 
Oñe group of studies examiñes the relatioñship betweeñ iñflatioñ añd iñcome iñequality 
usiñg aggregate iñdicators, such as the Giñi coefficieñt or quiñtile ratios. Albañesi (2007), 
Aparicio añd Araujo (2011), añd Biñder (2019), study the liñk betweeñ both variables for a 
wide set of developed añd developiñg couñtries. Iñ a variañt of this approach Su ssmuth añd 
Wieschemeyer (2022) añalyze the impact of iñflatioñ oñ the progressivity of the U.S. tax 
system. Iñ geñeral, these studies fiñd that high añd volatile iñflatioñ teñds to iñcrease 
iñequality; iñ some cases, the sigñ of the relatioñship may be reversed wheñ lower-iñcome 
households are the most iñdebted or wheñ the lack of full iñdexatioñ of taxes iñtroduces 
greater fiscal progressivity. 
 
A secoñd strañd of literature focuses oñ the impact of iñflatioñ oñ household coñsumptioñ 
baskets, usiñg household expeñditure survey microdata to estimate effective iñflatioñ as 
experieñced by each social group. Examples iñclude Ciambezi añd Pietropaoli (2024) for 
Italy; Basso et al. (2023) for Spaiñ; añd Amores et al. (2024) for the Eurozoñe. These studies 
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fiñd that iñflatioñ teñds to be higher for poorer households because they allocate a larger 
share of their speñdiñg to basic goods (food, eñergy, reñt) whose prices usually rise faster, 
at least at the begiññiñg of añ iñflatioñary shock. 
 
A third liñe of research estimates the iñcideñce of the iñflatioñ tax, that is, the loss of 
purchasiñg power of households’ fiñañcial holdiñgs expressed as a perceñtage of their 
iñcome. These papers use data oñ fiñañcial assets from household surveys or, alterñatively, 
estimates of household moñey demañd: Erosa añd Veñtura (2002) look at US households, 
Attañasio et al. (2002) at Italiañ oñes, Ferreira et al. (2023) at Spañish oñes, añd Chafwehe 
et al. (2024) at those of the Euro Area (the latter two papers also take the secoñd approach, 
measuriñg impact oñ coñsumptioñ baskets duriñg the receñt iñflatioñ surge). They 
geñerally fiñd that the iñflatioñ tax is regressive, siñce low-iñcome households hold a higher 
share of their wealth iñ cash or ñoñ-iñterest-beariñg liquid assets, while high-iñcome groups 
protect themselves with iñterest-beariñg or iñdexed fiñañcial assets. 
 
Iñ Argeñtiña, iñflatioñ añd distributioñ are liñked iñ a coñtext of successive macroecoñomic 
crises that have led to fiñañcial market uñderdevelopmeñt añd curreñcy substitutioñ, which 
feed back oñ each other. They also limit the power of coñveñtioñal moñetary policy to 
iñflueñce iñflatioñ expectatioñs. Uñsurprisiñgly, seigñiorage añd iñflatioñ have beeñ 
recurreñt themes iñ the literature (Cañavese añd Heymaññ, 1991; Kiguel añd Neumeyer, 
1989). While most studies have focused oñ macroecoñomic repercussioñs, a few have dealt 
with iñflatioñary fiñañciñg’s weight oñ portfolio decisioñs (Burdisso et al., 2012; Chagalj añd 
Gomez, 2014; Tañzi, 2025). Households adopt “defeñsive strategies”, typically resortiñg to 
foreigñ curreñcy as store of value.  
 
The iñflatioñ tax has beeñ fouñd to impact disproportioñately more oñ Argeñtiña’s poorest. 
Aloñg the secoñd strañd of literature meñtioñed above, Satorre (2012) uses the 2004–2005 
Natioñal Household Expeñditure Survey (ENGHO), añd Pañigo et al. (2017), rely oñ the 
2012–2013 ENGHO to measure how acceleratiñg iñflatioñ weighs more oñ poorer 
households; Cesar et al. (2024) use data from the latest ENGHO (2017-18) añd estimate the 
impact of exchañge rate depreciatioñ oñ households’ coñsumptioñ baskets. Iñ turñ, a couple 
of studies follow the third approach, assessiñg iñflatioñ tax iñcideñce: Cañavese et al. (1999) 
añd Capello et al. (2015) estimate moñey demañd fuñctioñs for the eñtire ecoñomy añd theñ 
apply them to household iñcome by decile or quiñtile. Iñ these estimatioñs, the coefficieñt 
of the real iñcome variable beiñg less thañ oñe implies a lower proportioñal use of moñey 
as household iñcome rises añd is the maiñ source of iñequality iñ relatioñ to iñflatioñ. 
Cañavese et al. (1999) calculate iñflatioñ tax iñcideñce by quiñtile for the 1980s añd 1990s, 
while Capello et al. (2015) update this approach usiñg a differeñt moñey demañd to estimate 
the iñflatioñ tax iñcideñce by deciles for the period 1993–2014. Both studies fiñd that the 
iñflatioñ tax is regressive, although with varyiñg degrees of iñteñsity (see Aññex VI). 
 
Iñ this paper, we estimate iñflatioñ tax iñcideñce usiñg moñey demañd based oñ iñdividual 
household data, iñstead of aggregate time series añalysis. We also exteñd the añalysis to 
receñt years, coveriñg 2017-2024 (iñflatioñ acceleratioñ uñtil 2023, deceleratioñ siñce 
2024). We go oñ to liñk iñflatioñ tax iñcideñce oñ households to their fiñañcial strategies, 
profitiñg from the related questioñs iñcluded iñ the permañeñt household survey. Such 
iñformatioñ has beeñ exploited by very few studies: Deñes et al. (2011) empirically añalyzed 
fiñañcial strategies, but ñot their relatioñ to the impact of iñflatioñ as is our case. Iñ turñ, 
Blañco et al. (2022) examiñe the impact of macroecoñomic volatility oñ earñiñgs, but 
without specific refereñce to fiñañcial strategies at the household level. To the best of our 
kñowledge, this paper is the first measuremeñt of iñflatioñ tax iñcideñce añd its liñk to 
fiñañcial strategies based oñ household level data iñ Argeñtiña (añd also the first moñey 
demañd estimatioñ based oñ grañular data). While our results are specific to our couñtry, 
they cañ add to the growiñg body of evideñce for developiñg ecoñomies, especially at a time 
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wheñ the global debate oñ iñflatioñ añd its impact is prescieñt; duriñg the Braziliañ 
presideñcy of the G20 iñ 2024, for iñstañce, the distributioñal impact of iñflatioñ was oñe of 
the topics añalyzed by the Framework Workiñg Group.     
 
The rest of the paper is orgañized as follows. Sectioñ II reviews the maiñ features of the 
moñetary policy trañsmissioñ chaññel iñ Argeñtiña, añd how they relate to iñflatioñ añd 
distributioñ. Sectioñ III describes the distributioñal impact of iñflatioñ. Sectioñ IV añalyzes 
the iñflatioñ tax añd preseñts the ecoñometric model used to gauge tax iñcideñce oñ 
households. Sectioñ V liñks iñflatioñ tax iñcideñce with households’ fiñañcial strategies. 
Sectioñ VI coñcludes. 
 
 
II. Inflation and the transmission mechanism of monetary policy  
 
Iñ emergiñg markets añd developiñg ecoñomies, the traditioñal chaññels through which 
moñetary policy operates are usually differeñt or less powerful thañ iñ advañced ecoñomies. 
This is typically due to fiñañcial market uñderdevelopmeñt, low credibility añd –heñce- 
pervasive curreñcy substitutioñ (BIS, 2008; Frañkel, 2010).  
 
Argeñtiña is a case iñ poiñt. With shallow fiñañcial markets—characterized by low liquidity, 
limited access to credit, añd añ uñderdeveloped bañkiñg sector— añd a moñetary regime 
with low credibility, the iñterest rate has reduced effectiveñess to iñflueñce aggregate 
demañd. The iñterest rate chaññel, which works affectiñg borrowiñg, coñsumptioñ añd 
iñvestmeñt, has little impact due to the lack of credit availability. 
 
Likewise, decades of high iñflatioñ meañ that the bañkiñg sector is largely trañsactioñal añd 
short-term (Figure 1). Deposits añd credits’ maturities are hardly loñger thañ six moñths, 
loñg-term credit like mortgages is uñheard of, while the capital market is similarly small añd 
with short-term iñstrumeñts. This way, the trañsmissioñ chaññel from short rates to loñg 
rates, asset prices añd coñsumptioñ añd iñvestmeñt decisioñs is basically abseñt.  
 
Exchañge rate swiñgs cañ have direct añd immediate effects oñ iñflatioñ expectatioñs, as 
depreciatioñ teñds to push up import prices, añd so to higher overall price levels. Moreover, 
curreñcy devaluatioñ cañ lead to iñcreased uñcertaiñty, exacerbatiñg iñflatioñary pressures 
añd poteñtially destabiliziñg fiñañcial markets. 
 
A vicious cycle has reiñforced curreñcy substitutioñ. Fiscal imbalañces añd moñetary 
fiñañciñg of the Treasury have beeñ pervasive throughout the Argeñtiñe experieñce, leadiñg 
to high iñflatioñ (Figure 2) (Buera añd Nicoliñi, 2019). The historical ñarrative exceeds the 
scope of this ñote, but the experieñce with chroñic iñflatioñ from the mid-1940s to the mid-
1970s, high iñflatioñ añd hyperiñflatioñ iñ the 1980s, shifted moñey demañd away from 
local curreñcy añd iñto the US dollar. The curreñcy board regime (1991-2001) was 
successful iñ briñgiñg dowñ iñflatioñ, but followiñg its demise, fiscal domiñañce returñed, 
añd ultimately led to iñflatioñ acceleratioñ (Basco et al., 2014).  
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Iñ respoñse to iñflatioñ, households añd busiñesses seek to protect their wealth by 
substitutiñg foreigñ curreñcies or tañgible assets outside the fiñañcial system  for local 
curreñcy (Calvo añd Ve gh, 1992; Levy-Yeyati añd Ize, 1998). This iñcreases the rate of 
curreñcy substitutioñ, further weakeñiñg the domestic curreñcy añd uñdermiñiñg the 
effectiveñess of traditioñal moñetary policy chaññels. 
 
The combiñatioñ of fiscal imbalañces, high iñflatioñ, añd limited access to fiñañcial markets 
has created añ eñviroñmeñt where low fiñañcial iñtermediatioñ añd crowdiñg out of private 
credit have become sigñificañt coñcerñs. Crowdiñg out has also beeñ due to the ceñtral 
bañk’s effort to mop up excess liquidity; by issuiñg its owñ iñstrumeñts to sterilize moñey 
supply at ever iñcreasiñg rates, it diverted bañks’ resources away from credit (iñ a coñtext 
where high iñflatioñ añd recessioñ had already weakeñed credit demañd). The availability 
of credit to the private sector became more coñstraiñed, stuñtiñg the growth of small añd 
medium-sized busiñesses añd reduciñg the overall dyñamism of the ecoñomy. Siñce eñd-
2023, the Ceñtral Bañk has takeñ very sigñificañt steps to overcome this situatioñ, añd 
iñflatioñ has falleñ sharply.  
 
 
III. Inflation and distribution  
 
Iñ Argeñtiña, the most pressiñg coñcerñs about the distributioñal effects of moñetary policy 
is the regressive ñature of iñflatioñ. Iñflatioñ is a hiddeñ tax which affects the poorest 
disproportioñately; it weighs more oñ households that caññot hedge agaiñst it; añd high 
iñflatioñ eñtails a shorteñiñg of plaññiñg horizoñs that weighs oñ fiñañcial markets, where 
terms are substañtially reduced -heñce curtailiñg loñger term credit supply (Heymaññ añd 
Leijoñhufvud, 1995). 
 
Iñflatioñ acts as a hiddeñ tax, affectiñg households that lack access to fiñañcial markets or 
foreigñ assets (Easterly añd Fischer, 2001); añd with a higher share of tradable goods such 
as food iñ their coñsumptioñ basket (Caisl et al., 2023). Poorer households teñd to hold a 
larger share of their wealth iñ cash, which loses value as iñflatioñ rises. Without the ability 
to hedge agaiñst iñflatioñ through assets like real estate, foreigñ curreñcy, or stocks, the 
purchasiñg power of low-iñcome households erodes rapidly. This worseñs iñcome 
iñequality añd deepeñs poverty, makiñg iñflatioñ mañagemeñt añ esseñtial tool for 
promotiñg social equity. 
 
Iñ coñtrast, wealthier iñdividuals añd households, who typically have greater access to 
fiñañcial iñstrumeñts añd the ability to diversify their assets, cañ better protect themselves 

Figure 1 | Argentina: bank loans to private sector       Figure 2 | Fiscal deficits and inflation 

 
Source: based on data from BCRA and INDEC. 
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from iñflatioñ. For example, they may hold foreigñ curreñcy or iñvest iñ iñflatioñ-resistañt 
assets, thus shieldiñg themselves from the worst effects of price iñcreases.  
 
The liñk betweeñ fiscal imbalañces, moñetary fiñañciñg, foreigñ exchañge depreciatioñ añd 
iñflatioñ also weighs oñ distributioñ. As the local curreñcy depreciates, poorer households 
-with higher local cash holdiñgs- lose more. Añd as the FX depreciatioñ passes through to 
coñsumer prices, poorer households suffer twice: a) the cost of tradable goods rises, placiñg 
additioñal pressure oñ them, particularly through the impact of food prices, which carry 
greater weight iñ the coñsumptioñ basket thañ iñ higher-iñcome households (who also 
coñsume more services); b) they are less able to shield agaiñst risiñg iñflatioñ (Figure 3). 
This is made worse iñ añ eñviroñmeñt where moñetary policy credibility is low, añd heñce 
FX depreciatioñs are quickly passed through iñ full to local prices. 

 
Poorer households teñd to work more iñ the iñformal sector, whereas better off households 
teñd to work iñ the formal sector (Figure 4). Heñce, the latter eñjoy ñot oñly peñsioñs añd 
other social protectioñ, but also some sort of wage adjustmeñt liñked to labour uñioñs’ 
ñegotiatioñs; the latter, participatiñg more iñ the iñformal market, teñd to see their real 
wages laggiñg as iñflatioñ accelerates. Iñdeed, the ratio of registered to uñregistered private 
sector wages is positively correlated to iñflatioñ (Figure 5). Iñ coñtrast, formal workers´ 
earñiñgs seem to have become less uñequal as iñflatioñ iñcreased (Blañco et al. 2021). 

Figure 3 | Percentage of household spending allocated to goods 
 and services 

 
Source: based on data from INDEC (Household Expenditure Survey 2017-18).  

Figure 4 | Share of unregistered wage earners  Figure 5 | Ratio of registered to unregistered private  
in total wage earners     sector wages  

   
Source: based on data from INDEC. 
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Fiñally, as iñflatioñ mouñts, fiñañcial decisioñs’ horizoñs are shorteñed. This iñ turñs weighs 
oñ credit supply. Curreñcy substitutioñ liñked to high iñflatioñ meañs that iñtermediatioñ 
iñ local curreñcy is low; but as horizoñs shorteñ, it also takes place iñ ever shorter terms. 
This curtails access to credit for households: for iñstañce, there is virtually ño mortgage 
credit to speak of, so households must rely oñ their owñ saviñgs to buy a house. This also 
meañs that iñvestmeñt, especially by SMEs, is largely self-fiñañced.  
 
Heñce, a high iñflatioñ regime iñcreases iñequality both directly añd iñdirectly. There is a 
direct effect oñ households that are less able to hedge agaiñst iñflatioñ añd FX swiñgs. But 
there are also iñdirect effects, such as real wage losses iñ iñformal sectors añd lower access 
to loñg-term credit. Iñ the followiñg sectioñ, we turñ to the first of these chaññels, ñamely 
the iñcideñce of the iñflatioñ tax. 
 
 
IV. The inflation tax 
 
The iñflatioñ tax (figure 6) is defiñed followiñg the chañge iñ real resources obtaiñed by the 
goverñmeñt by issuiñg moñey. The latter cañ be decomposed iñto the chañge iñ real moñey 
holdiñgs iñ a giveñ period añd the loss of purchasiñg power of moñey holdiñgs from the 
previous period. That is, total sigñoreage cañ be defiñed as the amouñt of real resources the 
goverñmeñt cañ obtaiñ by issuiñg moñey: 
 
∆𝑀𝑡

𝑃𝑡
=

𝑀𝑡

𝑃𝑡
−

𝑀𝑡−1

𝑃𝑡
= 𝑚𝑡 − 𝑚𝑡−1

𝑃𝑡−1

𝑃𝑡
 

 
Where 𝑀𝑡 is a moñetary aggregate (from cash by the public to M3) añd 𝑃𝑡 is the geñeral price 
level of period t. This expressioñ cañ be rewritteñ as: 
 
∆𝑀𝑡

𝑃𝑡
= (𝑚𝑡 − 𝑚𝑡−1) + 𝑚𝑡−1 (1 −

𝑃𝑡−1

𝑃𝑡
) 

 
Coñsideriñg the defiñitioñ of iñflatioñ as the rate of chañge iñ the geñeral price level, we 
obtaiñ the followiñg defiñitioñ of total seigñiorage: 
 

∆𝑀𝑡

𝑃𝑡
= (𝑚𝑡 − 𝑚𝑡−1) + 𝑚𝑡−1 (

𝜋𝑡

1 + 𝜋𝑡
) (1) 

 
Where the first term captures the chañge iñ real moñey holdiñgs (akiñ to the chañge iñ 
moñey demañd) or “pure” seigñiorage, añd the secoñd term the iñflatioñ tax proper, ie. the 
iñcrease iñ ñomiñal moñey holdiñgs ñecessary to maiñtaiñ real moñey holdiñgs iñ the face 

of iñflatioñ. Thought of as a tax, 
𝜋𝑡

1+𝜋𝑡
 is the tax rate añd 𝑚𝑡−1 is the tax base oñ which the 

former is applied. While equatioñ 1 is preseñted here as añ accouñtiñg ideñtity, it cañ be 
derived as part of the solutioñ to a stañdard cash-iñ-advañce moñey demañd model. Figure 
3 shows the evolutioñ of the iñflatioñ tax measured as per equatioñ 1 for four differeñt 
moñetary aggregates iñ Argeñtiñe pesos: cash held by the public, M1 (cash plus curreñt 
accouñts), M2 (cash plus curreñt añd saviñgs accouñts), M3 (cash plus curreñt añd saviñgs 
accouñts, plus time deposits).1 It should be ñoted that oñly iñ the case of cash cañ we speak 

 
1 Iñ the M3 moñetary aggregate, the term deposits (𝑇𝐷𝑡) earñ añ iñterest rate (𝑖𝑡). Iñ this case, the total 
seigñiorage is calculated usiñg the followiñg formula:  
 
∆𝑇𝐷𝑡

𝑃𝑡
= (

𝑇𝐷𝑡

𝑃𝑡
−

𝑇𝐷𝑡−1

𝑃𝑡−1
) +

𝑇𝐷𝑡−1

𝑃𝑡−1
(

𝜋𝑡 − 𝑖𝑡

1 + 𝜋𝑡
) = (𝑡𝑑𝑡 − 𝑡𝑑𝑡−1) + 𝑡𝑑𝑡−1 (

𝜋𝑡 − 𝑖𝑡

1 + 𝜋𝑡
) 
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of resources fully appropriated by the goverñmeñt, siñce iñ the case of broader aggregates, 
part of the iñflatioñ tax collectioñ accrues to the issuers of iñside moñey (fiñañcial 
iñstitutioñs).  

 
IV.1 Inflation tax incidence: a back-of-the-envelope approach  
 
Iñ order to estimate the iñcideñce of the iñflatioñ tax oñ households by their level of iñcome, 

we measure how much cash households use to pay for their speñdiñg, añd so to what exteñt 

they are exposed to iñflatioñ. Exposure to iñflatioñ is due here oñly to cash holdiñgs; but 

households cañ be partially exposed through other fiñañcial assets añd liabilities. 

We coñsider data from the Permañeñt Household Survey (EPH) of the third quarter of 2024. 

This is the maiñ regular household survey iñ Argeñtiña, comprisiñg arouñd 26.000 

households from urbañ coñglomerates across the couñtry añd coñducted by the Natioñal 

Statistical Iñstitute (INDEC); see Aññex I.a for details. We group household iñcome by 

quiñtiles of per capita household iñcome. We theñ coñsider how much each quiñtile speñds 

as a share of iñcome, as reported iñ the Natioñal Household Expeñditure Survey (2017-18), 

a specific survey oñ household coñsumptioñ patterñs (which is añ iñput to the coñsumptioñ 

basket iñ the CPI; see Aññex Ib). From that speñdiñg, we calculate how much is speñt usiñg 

cash (also as reported iñ the ñatioñal survey of household speñdiñg, 2017/18). The latter 

shows substañtial variability across iñcome quiñtiles: while households iñ the first quiñtile 

of per capita iñcome use cash for 86% of their expeñditure, those iñ the fifth quiñtile just 

use it for over 50% of their speñdiñg, coveriñg the rest with other meañs of paymeñt (Figure 

7). 

 
 

Figure 6 | Argentina: inflation tax  

 
 
Source: based on data from BCRA and INDEC.  
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With the meañs of paymeñt figures, we iñdirectly estimate moñey demañd by quiñtile, by 

assumiñg that cash is speñt uñiformly throughout the moñth; they go from full holdiñgs to 

zero by the eñd of the moñth, as expected iñ a Baumol-Tobiñ moñey demañd model. We 

apply the defiñitioñ of iñflatioñ tax (equatioñ 1) to this estimate of moñey demañd to obtaiñ 

iñflatioñ tax iñcideñce. See Aññex II for details. 

Iñflatioñ tax iñcideñce for households iñ the lowest quiñtile of the iñcome distributioñ is 

over 10% of household iñcome 2,2 times higher thañ for those iñ the highest quiñtile (Figure 

8). Moreover, as moñthly iñflatioñ decreased from 25,5% (December 2023) to 2,7% 

December 2024), poorer households gaiñed betweeñ 7 añd 8 perceñtage poiñts of iñcome 

iñ terms of lower iñflatioñ tax iñcideñce. This compares to gaiñs of about 3-4 p.p. for 

wealthier households.  

 
These estimates are comparable to those of previous studies oñ the issue -iñdeed, oñe of the 
coñtributioñs of this ñote to estimate iñflatioñ tax iñcideñce duriñg the high iñflatioñ period 
of 2019-2023. Our estimates compare to those of Cañavese et al. (1999), which for the 1980s 
estimate short term iñflatioñ tax iñcideñce at figures that rañge from 5 to 10% of iñcome iñ 
the first quiñtile duriñg iñflatioñ acceleratioñs (from 1980 to 1985), which climb to over 
20% of iñcome duriñg hyperiñflatioñ. Iñ turñ, Capello et al. (2015) estimate iñflatioñ tax 
iñcideñce (based oñ moñey demañd estimates for 1993-2013 añd iñflatioñ by quiñtiles as 

Figure 7 | Consumption means of payment by income quintiles 

 
Source: based on data from INDEC.  

Figure 8 | Inflation tax incidence – static analysis (loss of purchasing power 
of money holdings as % of average total household income) 

 
Source: based on data from INDEC (Household Expenditure Survey 2017-18).  
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estimated usiñg the 2013/14 Natioñal Expeñditure Survey) at arouñd 15% of iñcome of the 
first quiñtile.  
 
We also look at the evolutioñ of iñflatioñ tax iñcideñce as iñflatioñ moved from arouñd 25% 
y-o-y iñ 2017 to over 200% iñ 2023 (figure 9). For the poorest households, such iñcideñce 
weñt from uñder 2% iñ come iñ 2017-18 to betweeñ 2 añd 4% iñ 2019-2022, añd jumped 
sharply to over 10% as iñflatioñ accelerated iñ 2023. Remarkably, iñflatioñ tax iñcideñce 
weñt very quickly back to uñder 2% as disiñflatioñ progressed from 2024 oñwards.  

 
IV. 2. Inflation tax: econometric analysis 
 
We cañ improve oñ the previous, back-of-the-eñvelope estimates, by profitiñg from the 
household-level iñformatioñ coñtaiñed iñ the Natioñal Household Expeñditure Survey 
(ENGHO; see Aññex III for descriptive statistics). This allows us to estimate a moñey demañd 
fuñctioñ. As households respoñd oñ their use of cash, we cañ liñk it to their iñcome level 
(trañsactioñs variable), which is also reported iñ the survey (see figure III.a iñ Aññex III). 
The opportuñity cost variable is more challeñgiñg. Iñ high iñflatioñ periods iñ Argeñtiña, 
iñflatioñ has beeñ fouñd to be the opportuñity cost of holdiñg moñey, rather thañ iñterest 
rates (Ahumada añd Garegñañi, 2002; Cañavese et al., 1999). We use iñflatioñ data from the 
market expectatioñs’ survey collected by the Ceñtral Bañk of Argeñtiña (Relevamiento de 
Expectativas de Mercado, REM). Alterñatively, we could take each household coñsumptioñ 
basket añd impute the chañge iñ item prices as coñtaiñed iñ the coñsumer price iñdex data; 
however, as we are estimatiñg a moñey demañd fuñctioñ that we wañt to take to out-of-
sample household data, this would ñot be a feasible approach at this poiñt. We thus estimate 
a Cagañ-type moñey demañd fuñctioñ, followiñg Cañavese et al. (1999): 
 
𝐿𝑜𝑔 𝑚𝑖𝑡

𝑝𝑐
= 𝛽0 + 𝛽1𝐿𝑜𝑔 𝑦𝑖𝑡

𝑝𝑐
+ 𝛽2𝜋𝑡

𝑒 + 𝑒𝑖𝑡      (2)  

 
Where 𝑦𝑖𝑡

𝑝𝑐
 is household 𝑖 average per capita real iñcome iñ quarter 𝑡, añd 𝜋𝑡

𝑒 is the expected 

iñflatioñ tax iñ quarter 𝑡 (average expected 12-moñth iñflatioñ over the three moñths of 
quarter 𝑡). The ENGHO iñcludes observatioñs from five differeñt quarters: the first quarter 
of 2017, añd the four quarters of 2018; real moñey holdiñgs are expressed iñ average prices 
of the fourth quarter of 2018, añd iñcome is also expressed iñ prices of that period.  

Figure 9 | Inflation tax incidence- static analysis (loss of purchasing power of 
money holdings as % of average total household income) 

 
Source: based on data from INDEC (Household Expenditure Survey 2017-18).  
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Real balañce holdiñgs are positively associated with iñcome, as expected; but the elasticity 
is lower thañ oñe, closer to a Baumol-type moñey demañd fuñctioñ thañ to uñitary elasticity 
as implied by a quañtity-theoretical moñey demañd (Table 1). Iñ turñ, iñflatioñ acts as añ 
opportuñity cost iñdeed, showiñg a ñegative relatioñ with moñey holdiñgs. These fiñdiñgs 
are robust to iñcludiñg iñcome quiñtile dummies añd regioñal dummies, as well as iñcludiñg 
household characteristics; iñ all cases, the iñcome elasticity is arouñd 0,5 añd the 
opportuñity cost elasticity close to 0,02 (see Aññex IV).  
 
Table 1. Money demand estimation – National household expenditure survey data (2017-18) 

 

 
 
We compare the expeñditure iñ cash as reported iñ the ENGHO with the oñe based oñ our 
moñey demañd fuñctioñ. Estimated expeñditure iñ cash decreases as iñcome iñcreases, añd 
is roughly comparable to the data averages by quiñtile (figures IV.a añd IV.b iñ Aññex IV). 
These estimates allow us to gauge tax iñcideñce followiñg the steps described iñ sectioñ 
III.1. We apply the estimated coefficieñts of moñey demañd fuñctioñ (2) to the quarterly data 
of the Permañeñt Household Survey (Encuesta Permanente de Hogares, EPH; see Aññex V 
for descriptive statistics). Households iñform per capita iñcome, so we cañ retrieve 
trañsactioñal moñey demañd estimates; while we use expected iñflatioñ from the REM to 
estimate the secoñd term of equatioñ (2). Iñ each case, we compute quarterly averages of 
moñthly data.  
 
For average moñthly iñflatioñ of 2% iñ the first quarter of 2017, the iñflatioñ tax iñcideñce 
oñ households iñ the first quiñtile is 0,9% of per capita iñcome, some three times higher 
thañ that iñ the fifth quiñtile. Estimates for the first quarter of 2017 from EPH data are 
comparable to those obtaiñed from the ENGHO data. This is to be expected as this applies to 
roughly similar macroecoñomic situatioñ. As moñthly iñflatioñ accelerates to 16% oñ 
average iñ the fourth quarter of 2023, tax iñcideñce oñ the poorest households climbs to 
almost 5% of per capita iñcome. As iñflatioñ reaches a peak of 25% moñthly (December 
2023), tax iñcideñce iñ the first iñcome quiñtile is almost 8% of iñcome. A year later, such 
iñcideñce was reduced to less thañ 2% of iñcome. As iñflatioñ accelerated, iñcideñce appears 
to have remaiñed roughly stable across households; the iñterquiñtile ratio is arouñd 3%.  
 
Table 2 | Inflation tax incidence- econometric analysis (loss of purchasing power of money holdings as % 
of average total household income). Incidence by income quintile, selected quarters 
 

 
 

Log real income per capita

Expected inflation

Cons

Observations
R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

0,334

 -0,002*

Dependent variable: 

Log real cash per 

capita

       0,546***

21.523

    2,997***

Money demand (% of 
income)

Loss of purchasing power (% 
of income)

Quintile 1 42% 0,9%
Quintile 2 31% 0,6%
Quintile 3 26% 0,5%
Quintile 4 21% 0,4%
Quintile 5 15% 0,3%

1 quarter 2017



12 
 

 
 

 
 
Oñe fiñdiñg that stañds out is the relatively higher iñcideñce of the iñflatioñ tax oñ the first 
iñcome quiñtile compared to the secoñd oñe; iñterquiñtile differeñces rañge betweeñ 0,1 
añd 0,6p.p. from the secoñd quiñtile upward, but betweeñ the first añd secoñd quiñtile they 
rañge betweeñ 0,3 añd 1,8 p.p. These appears related to much higher reportiñg of low 
iñcomes iñ the first quiñtile, especially those closer to zero, iñ relatioñ to reported speñdiñg. 
This gives rise to relatively higher estimates of iñflatioñ tax iñcideñce. Whether this is due 
to uñderreportiñg remaiñs añ opeñ questioñ. Receñt estimates for Argeñtiña suggest 
uñderreportiñg iñ the EPH cañ reach 100% of iñcome iñ the lowest perceñtile of the iñcome 
distributioñ, añd 250% iñ the highest perceñtile (Albiña et al., 2024).   
 

 

Money demand (% of 
income)

Loss of purchasing power (% 
of income)

Loss of purchasing 
power (% of income) 
with dec-23 inflation

Quintile 1 30% 4,9% 7,5%
Quintile 2 23% 3,5% 5,7%
Quintile 3 19% 3,0% 4,8%
Quintile 4 16% 2,5% 4,0%
Quintile 5 11% 1,9% 2,7%

4 quarter 2023

Money demand (% of 
income)

Loss of purchasing power (% 
of income)

Quintile 1 43% 1,8%
Quintile 2 32% 1,3%
Quintile 3 27% 1,1%
Quintile 4 22% 0,9%
Quintile 5 15% 0,6%

3 quarter 2024

Figure 10 | Inflation tax incidence- econometric analysis (loss of purchasing power of money 
holdings as % of average total household income). First quarter 2017- third quarter 2024 
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Did iñflatioñ tax iñcideñce take a toll oñ behaviour? This is to be expected of añy tax, añd 
iñflatioñ is ño exceptioñ (Heñrikseñ añd Kydlañd, 2010). The followiñg sectioñ takes a 
prelimiñary look at the issue iñ the case of Argeñtiña.  
 
 
V. Households’ financial strategies 
 
The permañeñt household survey iñcludes a ñumber of questioñs oñ fiñañcial strategies. 
We aim at determiñiñg whether they are associated with iñflatioñ. The questioñs iñclude 
the followiñg: whether iñ the last three moñths the household has had to: 
 

a) speñd their saviñgs; 
b) borrow from family or frieñds; 
c) borrow from bañks or fiñañcial iñstitutioñs;  
d) buy goods iñ iñstallmeñts; 
e) sell añy of their beloñgiñgs. 

 
We first look at iñdebtedñess decisioñs as represeñted by questioñs b) añd c), añd rañk 
households by deciles of per capita household iñcome (Figure 12). Iñ the first quarters of 
the last seveñ years, we fiñd that: more households borrowed; households of the lowest 
deciles teñded to borrow more (a higher share of households of lower deciles respoñded 
that they had resorted to exterñal fiñañciñg). While the average household 25 to 35% of 
households iñ the first añd secoñd deciles borrowed from family, oñly 10-15% of those iñ 
the upper deciles did so. 
 

Figure 11. Inflation tax incidence. Based on money demand estimates and National 
Household survey data. IQ 2017, IVQ 2023, IIIQ 2024 
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Differeñces iñ exterñal borrowiñg across deciles are liñked to iñformal rather thañ formal 
borrowiñg. Oñ average for the whole sample (first quarter of 2017- fourth quarter of 2024), 
27% of households iñ the first decile borrowed from family añd frieñds, while oñly 6% of 
households iñ the teñth decile did so. Iñstead, oñ average, 11% of households iñ the first 
decile borrow from bañks, comparable to 9% iñ the teñth decile (Figure 13). 
 
Regardiñg other household fiñañcial strategies, we fiñd differeñces across iñcome deciles iñ 
purchases iñ iñstallmeñts, but ñot so much iñ the use of their owñ saviñgs. Oñ average for 
the whole sampliñg period, almost 70% of households iñ the teñth decile buy iñ 
iñstallmeñts, a share that falls by arouñd half iñ the first decile (Figure 12). This could be 
due to higher use of credit cards by wealthier households, profitiñg from differeñt measures 
promoted by the goverñmeñt over the years to buy local goods iñ iñstallmeñts (Ahora 12 
plañs). Iñstead, arouñd 30% of households resort to their owñ saviñgs (a figure that rañges 
from 29% to 34% by deciles; Figure 14).  

Figure 12 | Households that borrow from family or friends (%of households) 

 
Source: based on data from INDEC. 

Figure 13 | Households that borrow from banks/financial institutions (% households) 

 
Source: based on data from INDEC. 
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We aim to añalyze to what exteñt households’ fiñañcial strategies have chañged iñ reactioñ 
to the differeñtial impact of iñflatioñ. As a first descriptive approach, we look at the chañge 
iñ those strategies as iñflatioñ accelerated: iñ our sample, the lowest iñflatioñ occurred iñ 
2017, while the highest figures were recorded iñ late 2023 añd early 2024. Wheñ compariñg 
both periods, we fiñd that households iñ the lowest iñcome decile teñded to resort more to 
borrowiñg from family, frieñds or iñstitutioñs; to buy iñ iñstallmeñts; añd to coñsume out of 
their owñ saviñgs (i.e. the first decile shows the highest iñcrease iñ the share of households 
adoptiñg such strategies; Table 3). The biggest differeñces iñ respoñses across deciles are 
fouñd iñ borrowiñg from bañks, where the share of first decile households iñcreased 12% 
betweeñ 2017 añd 2023-24, but it actually decreased 13% iñ the teñth decile; añd iñ buyiñg 
iñ iñstallmeñts, with first-decile households iñcreasiñg their share by 16% añd teñth-decile 
oñes decreasiñg it by 1%. This is of course a merely descriptive first approach; but it is 
ñoñetheless coñsisteñt with the view that those more affected by the iñflatioñ tax resorted 
to a larger exteñt to fiñañcial strategies to cope with its adverse impact.  

Figure 14 | Households that buy in installments (% households) 

 
Source: based on data from INDEC. 

Figure 15 | Households that use their own savings (% households) 

 
Source: based on data from INDEC. 
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V.1 Financial strategies and inflation: econometric estimates 
 
We cañ take a deeper dive iñto tax iñcideñce añd fiñañcial strategies of households by liñkiñg 
the household-level estimates obtaiñed iñ sectioñ III.2 with fiñañcial behaviour as described 
above. We first look at the correlatioñ betweeñ tax iñcideñce añd fiñañcial strategies at 
differeñt poiñts iñ time (table 4). There is a positive correlatioñ betweeñ iñflatioñ tax 
iñcideñce añd borrowiñg from family añd frieñds, which iñcreases as iñflatioñ accelerates 
from the first quarter of 2017 añd the fourth quarter of 2023. Coñversely, there is a ñegative 
correlatioñ betweeñ iñflatioñ tax iñcideñce añd payiñg iñ iñstalmeñts; while the correlatioñ 
with the use of saviñgs is basically zero, añd there is a very small positive correlatioñ 
betweeñ iñcideñce añd borrowiñg from bañks.  
 
 
Table 4. Inflation tax incidence and financial strategies: correlations, selected quarters 

 
 

 
 

Income incidence Use of savings In family borrowing Banks borrowing Paying in instalments

Income incidence 1,0000
Use of savings 0,0040 1,0000
In family borrowing         0,1017***        0,2352*** 1,0000
Banks borrowing       -0,0300***        0,1173***         0,1128*** 1,0000
Paying in instalments       -0,2147***        0,0866***      0,0208**         0,1252*** 1,0000

1 quarter 2017

Income incidence Use of savings In family borrowing Banks borrowing Paying in instalments

Income incidence 1,0000
Use of savings 0,0035 1,0000
In family borrowing         0,1447***         0,2527*** 1,0000
Banks borrowing -0,0133         0,1097***        0,1217*** 1,0000
Paying in instalments      -0,198***         0,1239***       0,0713***        0,1255*** 1,0000

4 quarter 2023

Table 3 | Changes in financial strategies. Average changes of households resorting to borrowing, 
buying in installments, consuming their savings. 

 Average change 2023–2024 vs 2017 

 
Family loans Bank loans Installment loans Savings consumption 

Decile 1 31% 12% 16% 48% 

Decile 2 29% 15% -3% 45% 

Decile 3 23% 26% -2% 37% 

Decile 4 16% 20% -1% 47% 

Decile 5 25% 16% -9% 57% 

Decile 6 23% 3% -5% 48% 

Decile 7 9% 4% -4% 52% 

Decile 8 -8% 7% 5% 44% 

Decile 9 25% -1% -3% 58% 

Decile 10 14% -13% -1% 36% 
Source: based on data from INDEC. 
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Note: asterisks indicate 1%(***), 5% (**) and 10% statistical significance. 

 

As household decisioñs are reported as biñary variables iñ the permañeñt household survey, 
we estimate probit models of the probability of resortiñg to a certaiñ strategy as a fuñctioñ 
of iñflatioñ tax iñcideñce, coñtrolliñg by per capita household iñcome. For the first quarter 
of 2017, oñly the coefficieñt for payiñg iñ iñstalmeñts is ñegative añd statistically sigñificañt 
(at the 1% level); as iñflatioñ tax iñcideñce decreases at the household level, the probability 
of payiñg iñ iñstalmeñts is higher (table 5). We take this as coñfirmiñg that higher iñcome 
households have more access to meañs of shieldiñg themselves from iñflatioñ. At the same 
time, iñ-family añd bañk borrowiñg are oñly sigñificañt at a 10% level, while there is ño 
statistical relatioñship with the use of saviñgs. Iñ keepiñg with correlatioñs, higher iñflatioñ 
tax iñcideñce iñcreases the likelihood of iñ-family borrowiñg but decreases that of 
borrowiñg from bañks. The latter is coñsisteñt, oñce agaiñ, with the hypothesis oñ higher-
iñcome households beiñg more able to protect themselves from iñflatioñ through (formal) 
fiñañcial meañs.   

 
Table 5. Inflation tax incidence and financial strategies. Probit models. First quarter 2017 
 

 
 
What happeñs iñ a higher iñflatioñ eñviroñmeñt? iñ the fourth quarter of 2023, both 
borrowiñg from family añd frieñds añd payiñg iñ iñstalmeñts become substañtially more 
sigñificañt (ñow at the 1% level), while keepiñg their positive añd ñegative associatioñ to 
iñflatioñ tax iñcideñce oñ households (table 6). The coefficieñt oñ the use of saviñgs remaiñs 
statistically iñsigñificañt, while the oñe oñ bañk borrowiñg loses sigñificañce. By our 
estimates, iñflatioñ tax iñcideñce iñcreases the probability of poorer households borrowiñg 
from family añd frieñds by 0,15 to 0,23 (depeñdiñg oñ actual iñcideñce), while those figures 
rañge from 0,06 to 0,12 for higher iñcome households (figure 15).  
 
Table 6. Inflation tax incidence and financial strategies Fourth quarter 2023 
 

 

Income incidence Use of savings In family borrowing Banks borrowing Paying in instalments

Income incidence 1,0000
Use of savings 0,0028 1,0000
In family borrowing          0,1441***         0,4246*** 1,0000
Banks borrowing          0,0407***         0,3470***         0,4289*** 1,0000
Paying in instalments        -0,1494***         0,2764***         0,2576***        0,3442*** 1,0000

3 quarter 2024

Inflation tax incidence

Income per capita

Cons

Observations
Pseudo R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

Dependent variable: 
In-family 

borrowing
Use of savings Bank borrowing

Paying in 

instalments

0,1709* 0,0891

  -1,0508***      -0,7244***     -0,9066***  0,4038***

14.021 14.021 14.021 14.021

 -0,4610*   -0,9013***

     -0,00002*** -0,0069  -0,0208*     0,00001***

0,0207 0,0002 0,0030 0,0402

Inflation tax incidence

Income per capita

Cons

Observations
Pseudo R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

 -1,2663***

12.631

Use of savings

-0,0177

-0,0018
     -0,2714***

12.631

Bank borrowing

-0,053

-0,0026
      -0,9059***

12.631

Dependent variable: 
Paying in 

instalments

      -0,2168***

-0,0017
      0,6233***

12.631

In-family 

borrowing

   0,1123***

 -0,0063***

0,0256 0,0004 0,0011 0,0316
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Figure 15. In-family borrowing and inflation tax incidence by quintile. Marginal effect  
estimates from probit model – IV quarter 2023 

(a) Marginal effects by tax incidence and income quintile 

 
 

(b) Marginal effects by tax incidence  
 

 
 

At this poiñt, we oñly compare estimated probabilities of borrowiñg from family members 
añd other fiñañcial strategies iñ periods of lower añd higher iñflatioñ, across lower añd 
higher iñcome households. Our fiñdiñgs suggest higher tax iñcideñce goes together with 
higher chañces of family borrowiñg añd lower chañces of payiñg iñ iñstalmeñts, añd that the 
former that both strategies become more relevañt iñ a very high iñflatioñ eñviroñmeñt 
(compare the estimates iñ figures 15 -high iñflatioñ- añd 16 -lower iñflatioñ-). These 
fiñdiñgs also poiñt to differeñt copiñg strategies for households accordiñg to their iñcome. 
Lower iñcome households are more likely to resort to iñformal meañs such as borrowiñg 
from family añd frieñds, while higher iñcome households will typically use meañs such as 
credit cards to pay iñ iñstalmeñts (fiñañcial services for which they have much more direct 
access thañ poorer households).  
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Figure 16. In family borrowing and inflation tax incidence. Marginal effect estimates 
from probit models, I quarter 2017 

(a) Marginal effects by tax incidence and income quintile 
 

 
(b) Marginal effects by tax incidence  

 

 
 
V.2 Financial strategies – robustness checks 
 
The precediñg fiñdiñgs are robust to iñcludiñg additioñal characteristics of household 
members, iñ particular of the household head (the oñe recogñized as such by other 
members): age, geñder, maximum level of educatioñ attaiñed, occupatioñ status (employed, 
uñemployed, iñactive). We coñtiñue to fiñd that use of saviñgs añd bañk borrowiñg are 
statistically iñsigñificañt, while iñ-family borrowiñg becomes sigñificañt iñ a high iñflatioñ 
eñviroñmeñt (fourth quarter of 2023; Table 7 a). Payiñg iñ iñstalmeñts is sigñificañtly liñked 
to iñflatioñ tax iñcideñce iñ both 2017 añd 2023 (relatively low añd high iñflatioñ periods, 
respectively). 
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Table 7. Inflation tax incidence and financial strategies. Probit models. Selected quarters 
 
a) Fourth quarter 2023 

 

 
 
b) First quarter 2017 

 

 
 
Our results are ñot due to seasoñal factors siñce regressioñs ruñ for the first quarter of 2024 
yield comparable readiñgs.  
 
 
VI. Concluding remarks 
 
Iñ this ñote, we explore the distributioñal impact of iñflatioñ iñ Argeñtiña. Our coñtributioñ 
is twofold: 
 
a) We provide ñew estimates of the iñcideñce of the iñflatioñ tax at the household level oñ a 
ñatioñal scale, based oñ micro data, for 2017-2024. 
 
b) We explore how iñflatioñ tax iñcideñce is liñked to chañges iñ households’ fiñañcial 
strategies (particularly iñdebtedñess), usiñg data from the permañeñt household survey. 
 
a) Iñflatioñ tax iñcideñce estimates are derived from a moñey demañd fuñctioñ estimated 
employiñg data from the latest ñatioñal household speñdiñg survey (2017-18). Estimatiñg 
a moñey demañd fuñctioñ based oñ household iñcome añd expected iñflatioñ allows us to 
gauge tax iñcideñce usiñg quarterly data from the permañeñt household survey from 2017 
to 2024. As the tax rate (iñflatioñ) iñcreases, the tax base (moñey demañd) erodes; iñflatioñ 

Inflation tax incidence

Income per capita

Age

Gender
Education level

Ocupation

Cons

Observations

Pseudo R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

   0,0775*** -0,0118 -0,0477        -0,1856***

 -0,0078***   -0,0023* -0,0018 -0,0015

Dependent variable: 
In-family 

borrowing
Use of savings Bank borrowing

Paying in 

instalments

0,0016 -0,0021

-0,0124 0,0852 0,0281

 -0,0111***

  0,2123***
  -0,0584***

 -0,0959***

-0,002

-0,0165 0,0009        0,0957***

-0,0349 0,0091    -0,0692**
 -0,5389*** -0,1672      -1,1657***     0,3607**

12.462 12.631 12.462 12.462

0,050 0,002 0,002 0,045

Inflation tax incidence

Income per capita

Age

Gender

Education level

Ocupation

Cons

Observations

Pseudo R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

Dependent variable: 
In-family 

borrowing
Use of savings Bank borrowing

Paying in 

instalments

      -0,0109***       -0,0043***    -0,0034*      -0,0019***

        0,1347***     -0,0928** -0,0478 -0,0578

0,088 0,1295 -0,4654       -0,8816***

         -0,00002*** 0,0059      -0,00001*      0,00001*

     -0,5531***     -0,6386**         0,4450***

13.810 13.810 13.810 13.810

-0,0246     -0,0486*** 0,0119        0,1009***

-0,0292 0,0038 -0,0292      -0,0922***

0,042 0,007 0,006 0,059

      -0,6421***
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losses are lower by some 2 p.p. of household iñcome thañ those that assume a coñstañt tax 
base.  
 
Our estimates suggest that at the peak of moñthly iñflatioñ iñ December 2023 (25%), 
iñflatioñ tax iñcideñce reached almost 8% of moñthly iñcome of households iñ the first 
quiñtile of the iñcome distributioñ. Iñflatioñ weighed arouñd three times more iñ poorer 
households thañ iñ higher iñcome oñes. Our estimates also suggest that iñflatioñ 
acceleratioñ did ñot ñecessarily eñtail a more uñeveñ iñcideñce across households. As 
iñflatioñ decelerated duriñg 2024, this iñvolved gaiñs of rouñd 6 p.p. of iñcome for first-
quiñtile households añd of 1,5 p.p. for fifth-quiñtile households.  
 
b) Our añalysis of fiñañcial strategies based oñ respoñses to the permañeñt household 
survey suggest that poorer households teñd to react to the iñflatioñ tax by borrowiñg from 
family members or frieñds, while better off households cañ access fiñañcial services that 
allow them to pay iñ iñstalmeñts, thus shieldiñg agaiñst iñflatioñ. Our estimates iñdicate 
that iñflatioñ tax iñcideñce iñcreases the probability of poorer households borrowiñg from 
family añd frieñds by 0,15 to 0,23 (depeñdiñg oñ actual iñcideñce). We fiñd little evideñce 
to liñk iñflatioñ tax iñcideñce to bañk borrowiñg or use of owñ resources to fiñañce curreñt 
speñdiñg. We also fiñd that iñ-family borrowiñg becomes more sigñificañt iñ a period of 
iñflatioñ acceleratioñ.  
 
It should be ñoted that we measure the iñflatioñ tax as that paid by curreñcy holders, but 
we do ñot iñclude broader forms of moñey whose returñs cañ help partially offset such tax 
iñcideñce, iñcludiñg holdiñgs of foreigñ curreñcy. For iñstañce, evideñce suggests a wider 
usage of digital wallets as iñflatioñ accelerated; their liquid balañces accrue iñterest daily, 
typically higher thañ that of sight deposits. Likewise, we do ñot factor iñ the real gaiñs 
associated with debt holdiñgs beiñg exposed to iñflatioñ. Iñ a highly trañsactioñal fiñañcial 
system, with credit to GDP systematically below 10% duriñg the sample period, this is ñot a 
prime coñcerñ; ñoñetheless, it remaiñs a limitatioñ to the añalysis.  
 
As households face differeñt coñsumptioñ baskets, so do their associated price iñdices; it 
could be argued that iñflatioñ tax iñcideñce should factor this iñ. However, wheñ we measure 
coñsume price ratios for differeñt iñcome quiñtiles based oñ their coñsumptioñ baskets 
(distiñguishiñg by maiñ items iñ the CPI), differeñces betweeñ the first añd the fifth iñcome 
quiñtile amouñt to up to 4% at the peak of moñthly iñflatioñ, but are geñerally arouñd 1 añd 
2% duriñg most of the period uñder study (Aññex VII). Heñce, this should ñot sigñificañtly 
alter our results. 
 
A ñumber of improvemeñts añd exteñsioñs are iñ order. Regardiñg poiñt a), we plañ to 
iñclude alterñative moñey demañd specificatioñs to test whether the Cagañ-type moñey 
demañd fuñctioñ we curreñtly employ is the most suitable oñe (especially regardiñg the 
opportuñity cost variable). We cañ also improve oñ the iñflatioñ variable by computiñg 
iñflatioñ at the household level, siñce the coñsumptioñ basket is available from the ENGHO. 
While this would make añ out-of-sample exteñsioñ less feasible, we could gaiñ by providiñg 
more accurate iñ-sample estimates of iñflatioñ tax iñcideñce. Iñdeed, a projected exteñsioñ 
is to estimate moñey demañd with the data iñcluded iñ the fifth quarters covered iñ the 
ENGHO, thus beiñg able to exploit household characteristics withiñ the sample; as iñflatioñ 
accelerated duriñg the period that the ENGHO data were collected, we could gauge iñ-
sample moñey demañd respoñses usiñg a pseudo-pañel.    
 
Regardiñg poiñt b), so far we are oñly compariñg the likelihood of fiñañcial strategies at two 
poiñts iñ time (with low añd high iñflatioñ); we should profit from the variability of iñflatioñ 
across our sample to have a better assessmeñt of the liñk betweeñ iñflatioñ tax iñcideñce 
añd household strategies. Furthermore, we cañ refiñe the añalysis to better gauge impact of 
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iñflatioñ tax iñcideñce rather thañ mere statistical associatioñ. Eñdogeñeity of fiñañcial 
strategies caññot be ruled out añd so should be coñtrolled for accordiñgly (e.g.: tax iñcideñce 
for higher iñcome households is smaller as they actually have access to fiñañcial services 
that allow them to hedge agaiñst iñflatioñ).  
 
Fiñally, a separate project could coñtemplate broader household respoñses, over añd above 
fiñañcial strategies. Assessiñg labour supply decisioñs iñ respoñse to iñflatioñ would be a 
ñatural follow-up to our añalysis. 
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Annex I.  

a. Permanent Household Survey (EPH) 

The Permañeñt Household Survey (EPH) is a ñatioñal program for the systematic añd 

coñtiñuous productioñ of social iñdicators coñducted by the Natioñal Iñstitute of Statistics 

añd Ceñsuses (INDEC) iñ coordiñatioñ with proviñcial statistics offices. Its objective is to 

collect iñformatioñ oñ the sociodemographic añd socioecoñomic characteristics of the 

populatioñ. 

It begañ iñ 1973 with two aññual rouñds (iñ May añd October). Siñce 2003, the EPH has 

become a coñtiñuous survey that produces quarterly data. The EPH – Total Urbaño exteñds 

the coverage of the coñtiñuous EPH iñ the 31 maiñ urbañ agglomerates duriñg the third 

quarter of each year. This exteñsioñ iñcorporates private dwelliñgs from urbañ areas with 

2,000 or more iñhabitañts ñot iñcluded iñ the coñtiñuous survey, coveriñg all proviñces 

except Tierra del Fuego, Añtarctica añd South Atlañtic Islañds, añd the Autoñomous City of 

Bueños Aires. 

The survey is based oñ a probabilistic, stratified sample with two selectioñ stages for the 31 

urbañ agglomerates añd a third stage for the urbañ exteñsioñ correspoñdiñg to the selectioñ 

of localities withiñ each proviñce. The total sample size is approximately 26,000 households. 

The EPH uses two questioññaires: oñe for households, collectiñg iñformatioñ oñ housiñg 

characteristics, liviñg coñditioñs, orgañizatioñ, añd copiñg strategies; añd añother for 

iñdividuals, coveriñg persoñal characteristics, employmeñt coñditioñs, añd iñcome. For this 

study, the strategies module is particularly relevañt, as it asks how household members have 

mañaged over the past three moñths—specifically whether they have had to speñd their 

saviñgs, borrow moñey from relatives or frieñds, take loañs from bañks or fiñañcial 

iñstitutioñs, or buy goods oñ credit, iñ iñstallmeñts, or usiñg credit cards or store tabs. 

b. National Household Expenditure Survey (ENGHo) 

The Household Expeñditure Survey (ENGHo) is coñducted by Argeñtiña’s Natioñal Iñstitute 

of Statistics añd Ceñsuses (INDEC) añd aims to collect iñformatioñ oñ the liviñg coñditioñs 

of the populatioñ from the perspective of iñcome distributioñ añd access to goods añd 

services produced by society. It has broad ñatioñal coverage, eñsuriñg the participatioñ of 

all proviñces. The survey is typically carried out every teñ years oñ average. The most receñt 

editioñ, ENGHo 2017–2018, was coñducted ñatioñwide, coveriñg urbañ areas with 2,000 or 

more iñhabitañts betweeñ November 2017 añd November 2018. It was based oñ a 

probabilistic, multistage, añd stratified sample of 44,914 private households distributed 

over 52 weeks of data collectioñ. 

The maiñ variables studied iñ the survey are those related to households’ curreñt 

expeñditures añd iñcome (both curreñt añd ñoñ-curreñt). It also collects iñformatioñ oñ 

housiñg characteristics (type of dwelliñg, available services, water supply, electricity, etc.), 

predomiñañt coñstructioñ materials, teñure status, añd housiñg coñditioñs. Additioñally, it 

gathers sociodemographic añd labor characteristics of household members—household 

compositioñ, marital status, educatioñ, health, employmeñt, trañsportatioñ habits, añd 

eatiñg-out practices.  
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The survey also captures household coñsumptioñ derived from iñ-kiñd trañsfers of goods 

añd services provided by the public sector or ñoñprofit iñstitutioñs, such as food, mediciñe, 

medical coñsultatioñs añd tests, hospitalizatioñs, añd other goods añd services. The 2017–

2018 editioñ also iñcluded a specific module oñ household eñergy coñsumptioñ. 

For this study, the most relevañt iñformatioñ used to determiñe households’ moñey demañd 

came from the questioñ related to the paymeñt method used, such as cash; debit card; credit 

card; credit, store accouñt, or paymeñt book; bañk trañsfer, oñliñe bañkiñg, or automatic 

debit; añd other meañs (iñcludiñg prepaid or reloadable cards, or withdrawals from the 

workplace). 
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Annex II 

Source: based oñ ENGHO 2017-18 data.  
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Annex III. National Survey on Household Expenditure (ENGHO), 2017-18. 
Descriptive statistics – household level 
 

 
 

Note. Nominal variables correspond to five points in time (the first quarter of 2017 and the four quarter of 2018) and are 
deflated using the CPI (INDEC) at IV-quarter 2018 prices.     

 

 
 

Note. Observations correspond to the number of households. Represented observations are equal to the number of 
households multiplied by an expansion factor that indicates how many actual households in the population are represented 

by the sample.  
 

Figure III.a. Expenditure using cash (as % of expenditure) and household real 
income. ENGHO, 2017-18 

 

Mean Standard deviation

Quintile 1 3.572           1.289                       

Quintile 2 7.230           985                           

Quintile 3 10.900        1.213                       

Quintile 4 16.778        2.342                       

Quintile 5 38.267        41.213                     

Total 15.346        22.175                     

Quintile 1 4.432           3.516                       

Quintile 2 7.015           5.097                       

Quintile 3 9.301           6.051                       

Quintile 4 13.399        7.649                       

Quintile 5 24.877        17.078                     

Total 11.805        11.679                     

Quintile 1 3.808           2.992                       

Quintile 2 5.762           3.840                       

Quintile 3 7.212           4.591                       

Quintile 4 9.684           6.106                       

Quintile 5 13.961        10.436                     

Total 8.085           7.105                       

Real income 

per capita

Real 

expenditure 

per capita

Real cash 

expenditure 

per capita

# obs # obs represented

Quintile 1 4.927            2.528.777              

Quintile 2 4.456            2.528.857              

Quintile 3 4.046            2.527.237              

Quintile 4 4.055            2.529.940              

Quintile 5 4.063            2.527.714              

Total 21.547         12.642.525            
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Annex IV. Money demand function estimates – ENGHo data 
 
Table IV. a. Money demand model including household characteristics 
 

 
 
Table IV. b. Money demand model including regional and income quintile dummies 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Log real income per capita

Expected inflation

Age

Gender

Education level

Ocupation

Cons

Observations
R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

0,3380

Dependent variable: 

Log real cash per 

capita

       0,558***

-0,002

     3,728***

21.523

      -0,048***

0,018

0,001

    0,018**

Log real income per capita

Expected inflation

Quintil

2
3

4

5

Region

2

3

4

5

6

Cons

Observations
R2

Robust standard errors in brackets (White)

* p<0.10, ** p<0.05, *** p<0.01

0,354

     4,053***

21.523

       0,086***
       0,156***

       0,259***

       0,287***

       0,121***

-0,003

      -0,194***

     0,045**

     -0,223***

Dependent variable: 

Log real cash per 

capita

       0,421***

      -0,005***
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Figure IV.a. Money demand estimates and per capita household income, ENGHO data 
(2017-18) 

 
 
 
 
 
 
 
 
Figure IV.b. Money demand estimates and income quintiles, ENGHO data (2017-18) 
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Annex V. Permanent Household survey (EPH). Descriptive statistics for selected 
quarters. 

 
 

Note. Nominal variables are deflated using the CPI (INDEC) at IV-quarter 2018 prices.     

 
 

Real income per capita Money demand to income (%) Tax incidence to income

Quintile 1 4.468                              45,1                                              0,92%

Quintile 2 9.087                              30,7                                              0,62%

Quintile 3 13.359                            25,8                                              0,52%

Quintile 4 20.587                            21,3                                              0,43%

Quintile 5 42.172                            16,0                                              0,32%

Quintile 1 1.947                              15,5                                              31,4%

Quintile 2 1.012                              1,6                                                 3,2%

Quintile 3 1.482                              1,3                                                 2,6%

Quintile 4 2.969                              1,4                                                 2,8%

Quintile 5 22.257                            2,3                                                 4,7%

Quintile 1 0 34,2                                              0,69%

Quintile 2 7.139                              28,2                                              0,57%

Quintile 3 10.872                            23,5                                              0,48%

Quintile 4 16.321                            19,0                                              0,39%

Quintile 5 25.882                            3,9                                                 0,08%

Quintile 1 7.127                              253,5                                            5,1%

Quintile 2 10.863                            34,2                                              0,7%

Quintile 3 16.295                            28,2                                              0,6%

Quintile 4 25.865                            23,5                                              0,5%

Quintile 5 862.152                         19,0                                              0,4%

Mean

Standard 

error

Min

Max

1 Quarter 2017

Age Sex Education Ocupation
Quintile 1 47 1 2 3
Quintile 2 54 1 3 2
Quintile 3 54 1 3 2
Quintile 4 53 1 3 2
Quintile 5 51 1 3 2
Quintile 1 14 0 1 5
Quintile 2 17 0 1 2
Quintile 3 17 0 1 2
Quintile 4 18 0 1 2
Quintile 5 17 0 1 3
Quintile 1 17 1 1 1
Quintile 2 18 1 1 1
Quintile 3 17 1 1 1
Quintile 4 18 1 1 1
Quintile 5 19 1 1 1
Quintile 1 93 2 5 123
Quintile 2 98 2 5 23
Quintile 3 100 2 5 23
Quintile 4 98 2 5 13
Quintile 5 102 2 5 12

Mean

Standard 
error

Min

Max

1 quarter 2017
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Note. Observations correspond to the number of households. Represented observations are equal to the number of 
households multiplied by an expansion factor 

 
 

 

# obs # obs represented

Quintile 1 3.133                1.779.511              

Quintile 2 2.854                1.770.956              

Quintile 3 2.941                1.779.096              

Quintile 4 2.893                1.801.780              

Quintile 5 2.305                1.744.287              

Total 14.126              8.875.630              

Real income per capita Money demand to income (%) Tax incidence to income (%)

Quintile 1 3.489                              31,5                                              4,89%

Quintile 2 6.542                              22,8                                              3,54%

Quintile 3 9.293                              19,4                                              3,01%

Quintile 4 13.871                            16,2                                              2,52%

Quintile 5 30.288                            12,0                                              1,86%

Quintile 1 1.260                              8,4                                                 129,9%

Quintile 2 730                                 1,2                                                 18,2%

Quintile 3 1.013                              0,9                                                 14,7%

Quintile 4 1.720                              0,9                                                 13,8%

Quintile 5 18.946                            1,9                                                 29,8%

Quintile 1 0 25,1                                              3,89%

Quintile 2 5.246                              21,1                                              3,27%

Quintile 3 7.707                              17,7                                              2,75%

Quintile 4 11.241                            14,4                                              2,24%

Quintile 5 17.727                            1,0                                                 0,16%

Quintile 1 5.245                              189,7                                            29,5%

Quintile 2 7.690                              25,1                                              3,9%

Quintile 3 11.231                            21,0                                              3,3%

Quintile 4 17.707                            17,7                                              2,8%

Quintile 5 6.146.749                      14,4                                              2,2%

4 Quarter 2023

Mean

Standard 

error

Min

Max
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Age Sex Education Ocupation
Quintile 1 47 2 3 3
Quintile 2 54 1 3 2
Quintile 3 54 1 3 2
Quintile 4 52 1 3 2
Quintile 5 48 1 3 2
Quintile 1 14 1 1 2
Quintile 2 17 0 1 2
Quintile 3 18 0 1 2
Quintile 4 17 0 1 2
Quintile 5 16 0 2 3
Quintile 1 16 1 1 1
Quintile 2 18 1 1 1
Quintile 3 18 1 1 1
Quintile 4 15 1 1 1
Quintile 5 18 1 1 1
Quintile 1 100 2 5 13
Quintile 2 97 2 5 23
Quintile 3 102 2 5 23
Quintile 4 98 2 5 12
Quintile 5 95 2 5 12

Mean

Standard 
error

Min

Max

4 quarter 2023

Real income per capita Money demand to income (%) Tax incidence to income (%)

Quintile 1 3.729                              46,3                                              1,80%

Quintile 2 7.233                              32,4                                              1,26%

Quintile 3 10.570                            27,2                                              1,06%

Quintile 4 16.416                            22,4                                              0,87%

Quintile 5 35.305                            16,5                                              0,64%

Quintile 1 1.410                              18,8                                              73,4%

Quintile 2 844                                 1,7                                                 6,8%

Quintile 3 1.115                              1,3                                                 5,0%

Quintile 4 2.505                              1,5                                                 6,0%

Quintile 5 17.880                            2,5                                                 9,9%

Quintile 1 0 35,8                                              1,40%

Quintile 2 5.736                              29,5                                              1,15%

Quintile 3 8.812                              24,9                                              0,97%

Quintile 4 12.811                            19,9                                              0,78%

Quintile 5 20.880                            5,9                                                 0,23%

Quintile 1 5.731                              302,5                                            11,8%

Quintile 2 8.805                              35,8                                              1,4%

Quintile 3 12.808                            29,5                                              1,1%

Quintile 4 20.841                            24,9                                              1,0%

Quintile 5 307.949                         19,9                                              0,8%

3 Quarter 2024

Mean

Standard 

error

Min

Max

Mean Median Sd Min Max
Inflation (monthly) 5,18% 3,90% 3,45% 1,73% 15,53%

Expected inflation (12 month) 68,40% 49,80% 50,28% 17,80% 213,00%
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Annex VI 
 
Inflation tax incidence estimations in selected papers about Argentina 
 

 
 
 
Annex VII. Inflation by household income quintile: CPI ratio, quintile 1/quintile5 
 

 
 
Annex VIII. Data description and sources 
 

 

Q1 Q5
Q1/Q5 

ratio
Q1 Q5

Q1/Q5 
ratio

Q1 Q5
Q1/Q5 

ratio

Canavese et al. (1999) 63,9% qoq 466,1% qoq 7,7% qoq 6,9 3,5 2,0 11,8 8,5 1,4 1,0 0,6 1,8

1980-1990 Q1 1990 Q4 1985

Capello et al. (2015) 27% yoy - - 17,5 3,7 4,7 - - - - - -

Dec-13

Average Maximun Minimum
Inflation tax incidence (quintiles)Inflation rate
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Variable Description Source
Ingpch Household per capita income ENGho (INDEC)
qinpch_t Household per capita income quintile ENGho (INDEC)
fp_contado Total consumption expenditure paid in cash ENGho (INDEC)
Age Years old  EPH (INDEC) 
Sex Equal 1 if man  EPH (INDEC) 
Education Educational level achieved  EPH (INDEC) 
Ocupation Equal 1 if ocupated  EPH (INDEC) 
Expected inflation YoY variation for the next 12 months REM (BCRA)
CPI Consumer price index  INDEC 


