









































































































































Huw Dixon Why Nominal Rigidity Matters. November 2016

e In practice: a mixture of flexible and rigid prices - a long fat tail of rigid
prices. UK: 15% last more than 24 months, 4% more than 36.

e Rufus Tucker and Gardiner Means in 1930s: nominal rigidity has been a
feature of US prices for as far back as records go.

e IPN, France, UK, US. In the past people could always say sticky prices did
not matter and could be ignored. Now we have the evidence: prices are
sticky and you need to take account of this if you model general equilibrium
systems as in macro.

e On average, across CPI data (PPI) data France and UK, average price lasts
for 12 months. Lots of prices change frequently, but fat tail of long-lived
prices.
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