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Summary

• Research question: How important is heterogeneity in
explaining monthly consumption response to labour income
shocks?

• Answer: Very important. Responses vary by:

• income shock sign (positive,negative)
• income shock type (permanent,transitory)
• consumption type (non-durable,semi-durable,durable)
• wealth levels (low,high)

• Contribution - Formalizing the taxonomy of income shocks
for account data
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Big picture comments

This paper makes an important contribution to standardization of
income shocks in account data

1. Pros and cons of approach

• Pros

• Takes an objective appoach to identifying shocks
• Can apply this method to other datasets and compare results

• Cons

• Need to rely more on assumptions (distributions, calibration)
• Harder to address endogeneity

2. Definitely a surplus of event studies and a deficit of a general
framework
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Consumer response to US COVID stimulus
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More specific comments

• Asymmetric response to income shocks was surprising to me

• Christelis et al. (2020) and Fuster, Kaplan, Zafar (2020) find
larger consumption response to hypothetical negative shocks

• Baugh et al. (2021) find spending increases with tax refund
while little reaction to tax payments

• How to reconcile the results?

• Survey vs transactions data?
• Precautionary savings/liquidity constraints vs habit

persistence/mental accounting?

• Can you also look at persistence of consumption response?

• We would expect different responses to perm or temp income
shocks

• If borrowing/paying off credit card, payments may not line up
with spending. Also, they will be lagged by one month

• How to deal with endogeneity? Ex: I work harder because I
want to consume more
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Minor comments/questions (to look at later)

• Calendar month grouping can be a little tricky if income is
delayed/advanced at the end of the month

• It will impact how income is categorized (could look like a large
increase followed by large decrease)

• May also impact filtering because at least 1 income payment a
month is required

• For 1-yr look ahead, does it make sense to take an average to
smooth out temp shocks?

• Is income post-income tax withholding? What about the
Statbel numbers?

• Reminder: A lot of durable spending like cars or large
appliances typically won’t show up in transaction data if they
are financed
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Conclusions

• Many event studies using transaction data but few papers that
think more generally about the taxonomy of income shocks

• Next steps: trying to better understand heterogeneity and
ideally tie it to a model
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