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Data
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Three ways to construct household inflation indexes
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Inflation rates with CPI vs. KNCP bundles



© Greg Kaplan (2020)

CPI prices miss most of the heterogeneity
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Interquartile range of inflation rates
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Distribution shifts in parallel with aggregate inflation



© Greg Kaplan (2020)

Realized inflation predicts expected inflation

• Source: D’Acunto, Malmendier, Ospina and Weber (2020)
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Low-income households have higher inflation
(1) Household-level prices
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• 2004-2012 average annual difference between top and bottom groups: 0.80 pp
• 2004-2012 cumulative price difference between top and bottom groups: 8.5 p.p



© Greg Kaplan (2020)

Low-income households have higher inflation
(2) Barcode-average prices
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• 2004-2012 average annual difference between top and bottom groups: 0.64 pp
• 2004-2012 cumulative price difference between top and bottom groups: 6.7 p.p
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Low-income households have higher inflation
(3) CPI stratum prices
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• 2004-2012 average annual difference between top and bottom groups: 0.25 pp
• 2004-2012 cumulative price difference between top and bottom groups: 2.6 p.p
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But demographics explain very little
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Low-income households have about 1% higher 
inflation per year


