
Figure 6. TWFE Coefficients in the Full and Rebate Only Samples By Month
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Notes. The dependent variable is the change in PCE. Periods after October, 2008, also receive
positive weight, however, these weights small and not shown here.

variation in this sample comes from comparing rebate recipients to previously treated

households.20

4.3 Heterogeneous Treatment Effects and Forbidden Comparisons

The lagged rebate indicator in (2) will account for the typical mean-reversion of

consumer expenditure after receiving a rebate. However, Figure 6 shows that the treat-

ment effects of the rebate may vary substantially by date of receipt. For example, in the

full sample the propensity to spend is particularly large for the June cohort. We would

therefore expect greater mean-reversion for the June cohort than the July cohort. But

β3 in (2) will only account for the average mean-reversion, not for the likely larger

mean-reversion of the June cohort. Thus, the comparison of the September cohort with

20. In their Table 5, Parker et al. (2013) report estimates from a specification with a lagged rebate
variable. Our estimates in column 2 of Table 3 are consistent with theirs as they also find that the
magnitude of the estimate of β2 declines. But their discussion focuses on the long-run estimates of MPCs
implied by this specification, rather than correcting for an omitted variable bias.
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