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Standard linearized New Keynesian models have difficulties to explain § O iImImETE R S T © e
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Our paper introduces a nonlinear Phillips curve with state-dependent BT R e R T B P I T S S
slope into a standard HANK model to account for data
Model — Symmetric shocks produce skewed impulse responses of inflation and inequality
Starting point: Nonlinear HANK model as in e.g. Auclert et al. (2024) Simulation Results
Extension: Nonlinear Phillips curve with state-dependent slope
Households: Calibrate model to match moments of inflation, GDP growth and income inequality in U.S. data (1967 - 2019)
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Key Take-aways

— Our model accounts jointly for the positive skewness of inflation and inequality observed in the data
Download our paper:

— Over the business cycle inflation and income inequality increase more strongly than they decrease

— A model with a constant Phillips Curve slope cannot account for these features in the data
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