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Two Papers Document Considerable Reduction and Sensitivity of Consumption
After COVID-19

1. Retail Spend sees Precautionary
Increase Followed by Fall

2. Little Evidence of Partisan Spending in
Aggregate

3. Large Apparent Effect of
Shelter-in-Place Orders

4. Large Consumption Responses to
CARES Act Stimulus
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My Discussion:

1. Discuss Related Evidence from Other Sources

2. Partisanship and Travel

3. How to Think about Stimulus in this Environment

4. Consumption Drops Driven by Lockdown or Individual Own Precautionary
Measures?

5. Scarring Effects Long-Term?
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1. Earnest Research

Based on 6m people (this paper: 45k users, 4,735 active. Selected in that they prefer an
app which mandates savings through savings account)
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1. Yodlee

Based on ∼ 45 min users
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1. Google

5



1. Bank of America: Stimulus
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2. Partisanship and Consumption

1. Partisanship→ Movement→
Spending

2. Paper says: “despite lower levels of
observed social distancing,
Republicans actually spent more than
Democrats in the early days of the
epidemic.” Plausible that because
lower social distancing, more
spending.
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2. Partisanship and Air Travel
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2. Flight from NYC

Consistent with evidence from Coven Gupta (2020): Large flight! Will be helpful to
tease out whether purely an urban effect, or also a function of partisanship within city.9



3. One View on Stimulus: Lots of Demand Left
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3. Another View: Not much Room for Demand, Mainly Maintaining Payments
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3. Another View: Not much Room for Demand, Mainly Maintaining Payments

Josh Rauh, Andrew Biggs
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3. Paper: People are Maintaining Payments
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3. Paper: People are Maintaining Payments
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3. Paper: But Also Seems like Room for Spending!

Suggests even in current environment, stimulus checks result in sizable MPCs and
stimulus benefit. Contrary to common view that we should only be trying to “freeze”
economy—room for substantial traditional stimulus.
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4. Shelter-in-Place or Disease?
Shelter-in-place states see more precau-
tionary run-up followed by drawdown. Pos-
sible that:

1. Sheltering itself is lowering
consumption through denial of access

2. Disease itself lowers consumption
through individual precautionary
efforts; and sheltering correlated with
greater underlying disease

3. Income shock is also higher (either
due to sheltering actions themselves,
or underlying disease)
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4. Scandinavia One Place to Disentangle: Sweden took Few Additional Measures
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4. Norway Sheltered Much More, saw Great Drop Initially
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5. Denmark Also Greater Drop Initially

Suggests that sheltering has some additional effect on consumption 19



5. Long-Term Scarring Effect?
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5. China Consumption
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5. China Consumption
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5. US Stocks

PEJ: leisure/entertainment, GIGI: Gig economy, KRE/XHB regional banks/homebuilders23



5. US Stocks
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Conclusion

• Fascinating early look at consumption responses to COVID-19

• Overall, seems like consumption is very responsive to (perceptions of) conditions,
as well as liquidity→ scope for demand-side and other interventions

• Will be interesting to see how persistent is this shock
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Thanks!
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