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By using subjective data at the household level, this study conducted two

analyses.

The first is the impact of expected inflation on household spending, which was analyzed by matching
three government statistics. The results showed that a temporary increase in the expected inflation
rate stimulates household spending, especially on durable goods, but that it is followed by a
reactionary decline of the same magnitude in about two quarters, indicating that household spending
may not be affected in the long run.

The second is the impact of permanent and temporary income shocks on household expenditures. The
estimation results indicate that Japanese households may be able to insure a significant portion of
the effects of permanent income shocks as well as temporary income shocks.
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