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Table 3 Results of basic regression analysis
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Table 4 Behavior mechanism test
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Table 5 Summary statistic of average trigger frequency and adjustment amplitude of interest rate policy ( %)
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Policy communication ambiguity, investor expectations and asset prices: Evi-

dence from a laboratory experiment

ZONG Ji-chuan', LIU Zhen-zhi’, LI Jiang-yan'®

1. School of Finance, Dongbei University of Finance and Economics, Dalian 116025, China;

2. School of Fintech, Dongbei University of Finance and Economics, Dalian 116025, China

Abstract; In policy communication practice, exploring the impact of ambiguous policy communication on in-
vestor expectations and market stability is with significant theoretical and practical relevance. Using a learning-
to-forecast experiments, this paper distinguishes between two dimensions of policy communication information ;
the policy trigger dimension and the adjustment scale dimension and examines the impacts of ambiguous com-
munication from either dimension. The experimental findings reveal that reducing ambiguity in the policy trig-
ger dimension significantly enhances asset price stability, while reducing ambiguity in the adjustment magni-
tude dimension either fails to enhance or may even destabilize asset prices. This counterintuitive result sug-
gests that the effects of ambiguous communication are dimension-specific; Thus, minimizing ambiguity in the
policy trigger dimension while maintaining it in the adjustment magnitude dimension can effectively bolster the
stabilizing impact of policy communication. Furthermore, we examine the mechanisms underlying these dy-
namics by analyzing market participants’ expectation formation strategies. Results indicate that when ambiguity
arises from the adjustment magnitude dimension, participants are more inclined to adopt adaptive expectation
strategies—Tleading to greater price stability—while being less likely to employ trend-following strategy or
learning, anchoring and adjusting strategy, which are associated with greater price instability. Our analysis
contributes to the understanding of heterogeneous market responses to varying dimensions of policy communica-
tion ambiguity.

Key words: stabilizing expectations; interest rate policy communication; asset prices; decision making under

ambiguity ; learning-to-forecast experiments



