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Plenty of information and results!!!



Outline of my Comments

1. What are the lessons for theory?

2. The response of relative prices to MP shocks
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Result 1

Sectorial prices respond quickly to sector-specific
shocks

Sectorial prices respond very gradually to MP shocks



Result 1



Three models

Optimal allocation of 
attention

Menu Costs

Time dependent

Result 1



Three models

Optimal allocation of 
attention

Menu Costs

XTime dependent

Result 1



Three models

Optimal allocation of 
attention

XMenu Costs

XTime dependent

Result 1



Three models

Optimal allocation of 
attention

XMenu Costs

XTime dependent

Result 1



Result 2

Positive correlation between speed of response to MP 
and volatility of sector-specific shocks



Result 2
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The response to a MP shock (PPI)
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The response to a MP shock (PCE)
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The response of relative prices to a MP shock
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The response of relative prices to a MP shock
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Fraction of relative prices with statistically 
significant positive or negative effect
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The response of relative prices to a MP shock

MP seems to have a very persistent and significant 
effect on relative prices

Contrast the conventional view



The response of relative prices to a MP shock
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Interpretation

Multi-sector model?

Correct identification of MP shock?



Result 2:  A Rough Fix

Standardize by the long run effect
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Result 2:  A Rough Fix

Standardize by the long run effect

Speed of response =  0.024  +  0.021 *  s.d. idio comp
(0.06)    (0.038)
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Conclusions

Real world? 
Combination of 

Gertler and Leahy (2005)
Mackowiak and Wiederholt (2005)

Boivin, Giannoni and Mihov should be on the desk of 
many people in this room


