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Size vs. Age (vs. decile fixed effects): Models vs. Evidence
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Table 1  

Monthly Frequencies and Implied Durations 
 

 
 
 

          Statistic 
 

 
Posted 
Prices 

 
Regular 
Prices 

 
Like 

Prices 

 
 

 x   
 

 

  Mean Frequency 0.362 0.299 0.313 
    

 
  Median Frequency 0.273 0.139 0.168 

 
    
  Implied Mean Duration 6.8 8.6 

  
7.8 

    
  Implied Median Duration 3.7 7.2 6.0 
 
 

   

 
Notes:  Samples run from January 1988 through January 2005 and include data from Top 3 urban areas.  All 
data is from the CPI-RDB.  The durations are inverses of the monthly frequencies.  Regular prices are posted 
prices excluding sale prices.  Like prices compare a regular (sale) price only to the previous regular (sale) price.  
Means and medians use weights based on the BLS consumer expenditure surveys and unpublished BLS point-
of-purchase surveys.    
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Table 2 
 

Durations Under Various Exclusions 
 

 
 
 

            Case 

 
Implied 
Median 
Duration 

 

 
Implied 
Mean 

Duration 

 
 

   
 

  Posted Prices 3.7 6.8 
   
  No V Shapes 5.3 7.7 
   
  Like Prices 6.0 7.8 

  
  Regular Prices 
 
  No Substitutions 
 
  Adjacent Prices 
 
  1998-2004 Only 
 

7.2 
 

8.7 
 

9.3 
 

10.6 

8.6 
 

10.4 
 

12.0 
 

13.4 

   
Notes:  Samples run from January 1988 through January 2005 and include data from 
the Top 3 urban areas.  All data is from the CPI-RDB.  The durations are inverses of 
the monthly frequencies.  Means and medians use weights based on the BLS 
consumer expenditure surveys and unpublished BLS point-of-purchase surveys.    
No V Shapes: lower middle prices are replaced with identical neighbors.   
 
Like prices: regular (sale) price is compared only to the previous regular (sale) price.  
 
Regular prices: posted prices excluding sale prices. 
 
No Substitutions: only regular prices in between item substitutions are compared.   
 
Adjacent Prices: only consecutive monthly regular prices in between substitutions.   
 
1998-2004 Only: sample is confined to 1998-2004 (otherwise Adjacent Prices).   
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Table 3  

Absolute Size of Price Changes 
 

 
 

            Sample 
 

 
Mean 

 
Median 

 
 

 x   
 

  Posted Prices 0.140 0.115 
 
 

  

  Regular Prices 0.113 0.097 
 
 

  

  Sale-Related Prices 0.251 0.233 
  

   
  Like Prices 0.118 0.110 
 
 

  

Notes:  Samples run from January 1988 through January 2005 and include data from 
Top 3 urban areas.  All data is from the CPI-RDB.  Means and medians use weights 
based on the BLS consumer expenditure surveys and unpublished BLS point-of-
purchase surveys. 

Regular prices are posted prices excluding sale prices. 

Sale-related prices: either the current or previous price is a sale price. 

Like prices: regular (sale) price compared only to the previous regular (sale) price. 
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Table 4  

Fraction of Price Changes Below Size Thresholds 
 

 
 

   Sample 
 

 
| | 5%itdp <  

 
| | 2.5%itdp <  

 
| | 1%itdp <  

 
 

     
 

  Posted Prices 0.398 0.234 0.113 
 
 

   

  Regular Prices 0.443 0.254 0.121 
 
 

   

  Like Prices 0.427 0.248 0.120 
 
 

   

 
Notes:  Samples run from January 1988 through January 2005 and include data from the Top 3 urban 
areas.  All data is from the CPI-RDB.  Regular prices are posted prices excluding sale prices.  Like prices 
compare a regular (sale) price only to the previous regular (sale) price.  Entries are weighted mean 
fractions of price changes that are smaller than 5%, 2.5%, or 1% in absolute value.   |dp it |   = the absolute 
size of price changes.  Weights are based on the BLS consumer expenditure surveys and unpublished BLS 
point-of-purchase surveys.    
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Table 5  

Standard Deviation of Completed Spells (in months) 
 

 
 

   Sample 
 
 

 
Within 
ELIs 

 
Within 

Quote-Lines 

 
 

  
 

  Posted Prices 6.2 4.3 
 
 

  

  Regular Prices 7.0 5.2 
   
   

Notes:  Samples run from January 1988 through January 2005 and include data from 
Top 3 urban areas.  All data is from the CPI-RDB.  Regular prices are posted prices 
excluding sale prices.  Weights are based on the BLS consumer expenditure surveys 
and unpublished BLS point-of-purchase surveys.      
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Table 6 

Time Series Moments for Regular Prices 
 

 
 

Regression on π 
 

Variable 
 

Mean, 
% 

 
St  Dev, 

% 

 
Correlation

with π Coef. St. Err. 
      

π   0.27 0.36    
fr   26.6 3.2 0.25 2.38 0.66 
dp   0.98 1.19 0.99 3.55 0.04 
fr+  15.0 2.6 0.69 5.48 0.41 
fr−  11.5 2.5    −0.41     −3.10       0.48 
dp+   8.87 1.10 0.19       0.64       0.23 
dp−   9.37 1.64    −0.19     −0.96 0.34 
pos   1.33 0.27 0.74       0.59 0.04 
neg   1.06 0.23    −0.60     −0.41 0.04 

      
 
Notes:  Samples run from January 1988 through January 2005 and include data from Top 3 urban areas.  
All data is from the CPI-RDB.  The entries are means, standard deviations and cross-correlations across 
time of the monthly values of each variable.  The last two columns are the OLS regression coefficient 
and standard error from regressing the variable in the first column on inflation. The monthly values of 
the variables are across-item weighted means from month 1t −  to t  of: 
 
 π t   = inflation. 
 fr t   = the fraction of items with changing prices. 
dp t  = the size of price changes (note not the absolute value). 
 fr+ t = the fraction of items with rising prices.   
 fr− t = the fraction of items with falling prices.   
dp+ t  = the size of price increases.  
dp− t  = the absolute size of price decreases.  
pos t  = fr+ t • dp+ t   
neg t  = fr− t • dp− t   
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Table 7 
 

Variance Decompositions 
 

 
 

IM vs. EM 
 

 
POS vs. NEG 

 
 

Sample 
IM term 

 
EM terms POS terms NEG terms 

     
Posted prices x  94% x  6% x 59% 41% 
     
Regular prices  91  9 59 41 
     

 
Notes:  All samples go from January 1988 through January 2005.  See equation (3.5) in the text for 
the definition of the IM term and the EM terms, and equation (3.9) for the definition of the POS 
terms and NEG terms.  All data is from the CPI-RDB.  
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Table 8 
 

Sticky Price Economies vs. BLS Facts 
 

 
Facts 

 

 
Golosov-

Lucas 
 

 
DKW 

 
Calvo 

 

 
Taylor 

     
frequent price changes 

 
 

Yes Yes Yes Yes 

large average absolute price changes 
 
 

Yes No Yes Yes 

many small price changes 
 
 

No Yes Yes Yes 

variable price durations 
 
 

Yes Yes Yes No 

flat hazard rates 
 
 

Yes No Yes No 

size of price changes does not 
increase with duration 

 

Yes No No No 

intensive margin dominates the 
variance of inflation 

 

Yes No Yes Yes 

frequency of price increases and 
decreases moves with inflation 

 

Yes Yes No No 

 
Notes:  The Table summarizes the success of sticky price models in matching the empirical evidence from the BLS 
micro data on retail prices in the Top 3 metropolitan areas of the U.S.  More details on the empirical evidence can be 
found in Section 3.  Each model’s performance in replicating the facts is discussed in Section 4. 
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