











REAL-TIME INEQUALITIES AND POLICIES
DURING THE PANDEMIC IN THE US

by Luisa Corrado* Daniela Fantozzi* and Simona Giglioli*

Abstract

We investigate the effects of different policies implemented during the pandemic on
real-time spatial inequalities in the US. We use a novel database built using anonymized data
from the private sector, which enables us to compute daily measures of spending inequality at
the county level. Using a narrative approach combined with high-frequency data to identify
the shocks, we evaluate the impact of monetary policy in a VAR framework. The main
findings show that consumption spending inequality rose during the pandemic and Fed’s
policies did not mitigate such increase. Indeed, although these measures had a positive effect
on spending for both richer and poorer counties, consumption was stimulated more for the
former than for the latter ones. We distinguish two kinds of interventions: those regarding
federal funds rate, Repo agreements and QE programs (“purely monetary”) and those
concerning subsidized lending facilities to support credit and avoid mass layoffs (“quasi-
fiscal”). Our evidence suggests a greater contribution in the short run by the latter type in
stimulating consumption spending of the upper-income counties.
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between the 90th and the 10th percentile of the distribution of consumption and the
Atkinson index. The lag length is 10, so as to cover two weeks of observations. Our
findings are shown in Figures C2, C3 and C4: the inequality index initially grows fol-
lowing both shocks. Although the initial stimulus is similar when we look at all indices,
there are some differences in the persistence of the effects of the two shocks, due to the
different structure of the indicators. Moreover, in the cumulative IRFs plotted in Figure
C4 the higher medium-term effect of quasi-fiscal policy on the weighted Gini is due to
the particularly high initial stimulus.
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Figure C2: Variance of logarithm consumption response to policies; Note: the graph shows the impulse
response function of the variance of the logarithm of consumption (weighted for counties’ per capita
income) to a monetary policy shock, then decomposed into pure monetary and quasi-fiscal policy shock,
with the 68% confidence intervals. Responses are in percentage of the average value of the variable during
the sample period.

(a) Total shock (b) Pure monetary and quasi-fiscal shocks

Figure C3: 90th-10th percentiles’ difference response to policies; Note: the graph shows the impulse
response function of the difference between the 90th percentile and the 10th percentile of the distribution
of counties (weighted for counties’ per capita income) to a monetary policy shock, then decomposed
into pure monetary and quasi-fiscal policy shock, with the 68% confidence intervals. Responses are in
percentage of the average value of the variable during the sample period.
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(a) Total shock (b) Pure monetary and quasi-fiscal shocks

Figure C4: Atkinson index’ response to policies; Note: the graph shows the impulse response function of
the Atkinson index (weighted for counties’ per capita income) to a monetary policy shock, then decom-
posed into pure monetary and quasi-fiscal policy shock, with the 68% confidence intervals. Responses
are in percentage of the average value of the variable during the sample period.

D Wealth and labor income effects: additional plots

As explained in Section 3, the main drivers of the higher consumption response coming
from richer counties than from poorer ones are a wealth effect and a greater stimulus to
labor income. Figure D1 illustrates the former: with both shocks, and in particular with
quasi-fiscal ones, there is a positive relationship between the weight of income coming
from dividends, interests and rent, and the consumption response to the policy. Together
with Figures 7 and 8 in Section 3, which show that asset value increased following Fed’s
policies and assets are normally held in richer counties, this explains the stronger reaction

of these counties in terms of consumption spending.
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(b) Quasi-fiscal shock

Figure D1: Counties’ consumption spending response to shocks and weight of income coming from
dividends, interests and rent on total personal income; Note: each dot corresponds to a county. The two
panels report the correlation between the card spending IRF value at 30 day-horizon following a policy
shock and the county’s value for the weight of income coming from dividends, interests and rent on total
personal income in 2019. On the x-axis data are in percent shares of the total personal income. On
the y-axis, responses are in percentage of the average value of consumption spending during the sample
period.

Concerning the labor income effect, Figure D2 shows the correlation between the
amount of loans granted through the PPPLF in a county and its response to policy
shocks. As illustrated in Panel (b), this is positive for quasi-fiscal measures, implying that
counties that received larger amounts through this facility have been more stimulated in
terms of consumption spending. This suggests that employment was more sustained in
those counties, therefore avoiding sharp decreases in consumption expenditure. Finally,
Figure D3 explains why this effect was stronger for richer counties: a larger amount of

loans was granted to the ones belonging to the top quartile of the distribution.
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(a) Pure monetary policy shock (b) Quasi-fiscal shock

Figure D2: Counties’ consumption spending response to shocks and loan amount from PPP program;
Note: each dot corresponds to a county. The two panels report the correlation between the card spending
IRF value at 30 day-horizon following a policy shock and the amount of loans received through the PPP
program. On the y-axis, responses are in percentage of the average value of consumption spending during
the sample period.
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Figure D3: Amount of loans granted to US counties through PPPLF, by quartile of income per capita.
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