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First, we find that information rigidities are determinants of
cross-sectional disagreement among not only households but also experts and there is dissonance
regarding the long-run forecasts of inflation rates between the central bank and economic entities,
despite the adoption of a 2% inflation target in January 2013. Second, we show that information
advantage in Federal Reserve disappears after the publication of implicit inflation targets. Third,
we present that inflation expectation formation is less relevant for optimal monetary policy and
expectation formation matters for Taylor rule or price-level targeting rule. In other words, policy
effectiveness significantly changes in Japan by expectation formation.
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