
counterfactuals by subtracting the model-implied impulse response functions for con-

sumer expenditures from the observed consumer expenditure data. Because the model

is linearized, the counterfactuals for the tax rebate would be identical if we also fed the

model with other shocks that hit the economy at the time.

Figure 4. Counterfactual Real Consumption Expenditures: Baseline Model
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Notes. Based on Two-Good, Two-Agent NK model simulations and actual data on rebates and
consumption. The micro MPC value refers to the MPC for total consumption.

Figure 4 plots counterfactual total consumption and motor vehicle expenditure paths

based on both the micro MPCs, which exclude any general equilibrium effects, and the

GE-MPCs, which incorporate full dynamic general equilibrium feedbacks. The counter-

factuals in the top left panel that do not allow for general equilibrium effects are the

analogs to the Sahm et al. (2012) exercise we showed in the introduction. The figures

show prominent, and we will argue implausible, V-shapes for total consumption. Ac-

cording to these counterfactuals, consumption would have collapsed from May through
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