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Figure B.1: CPI Inflation Using Pre- and Post-1983 Housing Methodology
Note: This figure plots overall CPI inflation in the US (gray line) and our attempt at estimating what CPI
inflation would have been had the BLS not changed the methodology for calculating the shelter component
in 1983 (black line). We present these results for the sample period 1972 to 2018. The difference between
the gray and the black line before 1983 gives a sense for how accurately we can replicate the BLS’s pre-1983
methodology.

B.3.1 Sample Restrictions

We restrict the sample we use in several ways. First, we exclude from our sample price relatives

involving a product replacement when the size of the new product is unobserved. This reduces

sampling error in our price indexes. Second, we Winsorize price relatives that are larger than 10

or smaller than 0.1. Third, we drop quote lines that include collected prices that are smaller than

a tenth of a cent. A quote line includes all versions of a particular “quote-outlet” pair. Recall that

a “quote-outlet” pair represents a specific product in a specific location, such as a 2L bottle of Diet

Coke from the Westside Market at 110th Street in New York City.

Fourth, we drop observations associated with clearance sales at the end of a quote line. Intu-

itively, if products systematically go on sale, and then disappear from the data, this can lead to

a sharply declining price index (e.g., for women’s dresses) unless the product that exits is linked

with a new comparable product (next season’s similar women’s dress). To be precise, we drop ob-
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