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Introduction 



Introduction 

 How household inflation expectation are formed or 
can be affected? 

 This series of online and offline survey: 

 To assess the role of rational inattention 

 Low-inflation context and High-inflation context 

 Also, Inflation Statistic or Price Change? 

 To assess the role of personal consumer experience 
(apart from rational inattention)  

 even it is biased 

 The experiment subjects mainly to spurious 
problem 

 

 



Experimental Design 



Estimating Learning Rates - Model 

 Future Inflation Expectation follows AR(1) process with a linear 

specification: 

 

 
 And the point is to establish: 

 
 

 Assume a Bayesian Learning Model and Gaussian distribution: 

 

 



Estimating Learning Rates - Model 

 Then, we have: 

 

 

 So forward-looking equation will be: 

 

 

 
 Run above empirical model to obtain  

 



Estimating Learning Rates - Model 

 To disentangle the genuine learning rate from 

spurious learning: 

 They further conduct: 

 
 

 

 Preferred method – salient effect removed as well 

 

 And also: 



Structure of the Survey 



Treatment Arms 

 Control Group 

 Statistic (1.5%) treatment arm 

 Product treatment arm (include sub-treatment 

of product price change range from -2 to 7%)  

 Statistic (1.5%) + Product treatment arm 

 Hypothesis treatment arm 

 





• USA  

(Inflation rate was 1.8% on five-year average) 

• Argentina 

(Inflation rate was 22.5% on five-year average) 

 

Result and Interpretation 



Result from Online Experiment - US 
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Result from Online Experiment - Argentina 



The Supermarket Experiment 

Further Experiment 



The Supermarket Experiment 

 Does individual really use price memories in 

forming inflation expectation? (even they know 

it could be biased) 



Experimental Design 

 First Information Treatment 

 Pick 4 items (include salient product) that relevant 

to subject 

 For 2 items, ask for its current price and past 

price (12 months earlier) 

Other 2 items, tell subject the current price and 

ask them to recall the past price 

 Second information treatment 

 Identical to online experiment 



Result from the Supermarket Experiment 
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Result from the Supermarket Experiment 

 Interestingly, most of the subject are really 

confidence about their answer to question 

about the prices and inflation 

 For the bundle of goods, same result 



Result from the Supermarket Experiment 



Result from the Supermarket Experiment 
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Conclusion 

 Subjects are highly influenced by given 
inflation information in forming inflation 
expectation 

 Rational Inattention – US vs Argentina 

 Also, easy to understand data 

 Personal Consumer Experience 

 Even it is biased, consumer still use their 
memories about price change. 

 Spurious Learning 

 Efficiency of Monetary Policy 
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