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1. Title: The Life Cycle of Products: Evidence and Implications.
Authors: Argente, David; Lee, Munseob; Moreira, Sara.
Abstract: We document that sales of individual products decline steadily throughout most of the product life cycle. Products quickly become obsolete as they face competition from newer products sold by competing firms and the same firm. We build a dynamic model that highlights an innovation-obsolescence cycle, where firms need to introduce new products to grow; otherwise, their portfolios become obsolete as rivals introduce their own new products. By introducing new products, however, firms accelerate the decline of their own existing products, further depressing their sales. This mechanism has sizable implications for quantifying economic growth and the impact of innovation policies.
2. Title: Foreign Shocks as Granular Fluctuations.
Authors: di Giovanni, Julian; Levchenko, Andrei A.; Mejean, Isabelle.
Abstract: This paper uses a dataset covering the universe of French firm-level value-added, imports, and exports and a quantitative multicountry heterogeneous firm model to study the propagation of foreign shocks to the domestic economy. Foreign shocks are transmitted primarily through large firms as they are the most likely to trade internationally. At the micro level, the majority of the GDP impact of foreign shocks is accounted for by the "foreign granular residual," a statistic capturing larger firms' greater responsiveness to foreign shocks. At the macro level, firm heterogeneity attenuates the GDP impact of foreign shocks relative to a homogeneous firm counterfactual.
3. Title: The Global Distribution of College Graduate Quality.
Authors: Martellini, Paolo; Schoellman, Todd; Sockin, Jason.
Abstract: We measure college graduate quality—the average human capital of a college's graduates—for graduates from 2,800 colleges in 48 countries. Graduates of colleges in the richest countries have 50% more human capital than graduates of colleges in the poorest countries. Migration reinforces these differences: emigrants from poorer countries are highly positively selected on human capital. Finally, we show that these stocks and flows matter for growth and development by showing that college graduate quality predicts the share of a college's students who become inventors, engage in entrepreneurship, and become top executives both within and across countries.
4. Title: Piercing through Opacity: Relationships and Credit Card Lending to Consumers and Small Businesses during Normal Times and the COVID-19 Crisis.
Authors: Berger, Allen N.; Bouwman, Christa H. S.; Norden, Lars; Roman, Raluca A.; Udell, Gregory F.; Wang, Teng.
Abstract: We build a bridge between relationship lending and transactions lending—investigating relationship effects on contract terms for credit cards, a relatively pure transactions-lending technology. Using more than 1 million accounts, we find that during normal times, consumers with relationships obtain better terms but small businesses with relationships do not. Both groups obtain improved terms during COVID-19, consistent with intertemporal smoothing—relationship borrowers obtain more favorable terms during crises, paid for by worse terms in normal times. Among other findings, CARES Act impediments to reporting consumer delinquencies to credit bureaus, designed to protect customers, reduced informational value of credit scores, penalizing safer consumers.
5. Title: The Human Capital–Reproductive Capital Trade-Off in Marriage Market Matching.
Authors: Low, Corinne.
Abstract: Throughout the twentieth century, the relationship between women's human capital and men's income was nonmonotonic: while college-educated women married richer spouses than high school–educated women, graduate-educated women married poorer spouses than college-educated women. This can be rationalized by a bidimensional matching framework where women's human capital is negatively correlated with another valuable trait: fertility, or reproductive capital. Such a model predicts nonmonotonicity in income matching with a sufficiently high income distribution of men. A simulation of the model using US Census fertility and income data shows that it can also predict the recent transition to more assortative matching as desired family sizes have fallen.
6. Title: The Finance Uncertainty Multiplier.
Authors: Alfaro, Iván; Bloom, Nicholas; Lin, Xiaoji.
Abstract: We show how real and financial frictions amplify, prolong, and propagate the negative impact of uncertainty shocks. We use a novel instrumentation strategy to address endogeneity in estimating the impact of uncertainty by exploiting differential firm exposure to exchange rate, policy, and energy price volatility. We show that financially constrained firms cut investment more than unconstrained firms following an uncertainty shock. We then build a general equilibrium heterogeneous firms model with real and financial frictions, finding that financial frictions (i) amplify uncertainty shocks by doubling their impact on output; (ii) increase persistence by doubling the duration of the drop; and (iii) propagate uncertainty shocks by spreading their impact onto financial variables.
7. Title: Beyond the Balance Sheet Model of Banking: Implications for Bank Regulation and Monetary Policy.
Authors: Buchak, Greg; Matvos, Gregor; Piskorski, Tomasz; Seru, Amit.
Abstract: We empirically document two adjustment margins that are usually absent from the predominant "bank balance sheet lending" view of financial intermediation. For the shadow bank substitution margin, shadow banks substitute for traditional banks among loans that are easily sold. For the balance sheet retention margin, banks switch between balance sheet lending and selling loans based on their balance sheet strength. Estimates from a structural model show that these margins significantly shape policy responses, dampening the effect of capital requirements on lending whose costs are borne by wealthier borrowers. Secondary-market disruptions such as quantitative easing have significantly larger impacts on lending than capital requirements.
8. Title: When It Rains It Pours: Cascading Uncertainty Shocks.
Authors: Diercks, Anthony M.; Hsu, Alex; Tamoni, Andrea.
Abstract: The effects of uncertainty shocks are superadditive. On the basis of local projections, we find that the combination of nearby positive shocks can be multiple times more powerful than the sum of their stand-alone effects. In a standard New Keynesian dynamic stochastic general equilibrium model, uncertainty shocks are proven to be superadditive only when the model is solved under fourth- (or higher-)order perturbation. The fourth-order solution unlocks the fourth derivative of marginal utility, "edginess," which is key to generating stronger reactions to multiple risks and superadditivity. Intuitively, an agent already bearing one risk is less willing to bear another in the presence of edginess.
