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Overview of Discussion

This Paper: Documents the importance of gross liquidity positions for marginal
propensities and assesses the aggregate consequences of coholding in a
structural model

• Very interesting paper! I enjoyed reading it.
• Important question and exercise for both policy and theory

Plan for this Discussion:

• Brief summary of the paper
• Comment #1: Coholding in the Euro Area
• Comment #2: MPCs and liquid assets
• Comment #3: The role of monetary policy in the model
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The paper in a nutshell

Empirics

1. Significant fraction of households have both liquid debt and liquid assets
[Gathergood and Weber, 2014; Telyukova, 2013; Telyukova and Wright, 2008]

2. Significant fraction of households with low net liquid wealth are coholders.
3. Liquid debt dampens the MPC whereas liquid assets leave marginal

propensity unchanged.

Theory

Standard model features two objects that are key for aggregate e�ects:

Λ(zt,nat) and MPC(zt,nat) (1)

In the presence of coholding we have a third dimension:

Λ(zt,at,dt) and MPC(zt,at,dt) (2)

The distribution of MPCs over both liquid debt and assets is key for the
aggregate e�ects of policy. 2 of 10
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My favorite graph
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Comment #1: Euro Area coholding - Extensive Margin of liquid debt
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Percentage of people with credit card debt by net wealth brackets
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Percentage of people with overdraft debt by net wealth brackets

• Data: Eurosystem Household Finance and Consumption Survey. Wave 2017.
• Overall less holding of liquid debt in the Euro Area on the extensive margin

(Approx 30% of HHs in US are credit card borrowers) Figure 1b

• Caveat: excl. other non-mortgage debt here 4 of 10



Comment #1: Euro Area coholding - Intensive Margin of liquid debt and assets
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• Intensive margin seems more similar in the US and Euro Area Figure 2a

• Implication: Overall less people that are coholders, but gross positions seem larger.
• Question: How do large di�erences in the extensive margin and intensive margin

a�ect the aggregate e�ects?
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Comment #2: Fagereng, Holm and Natvik...

• Main result from the empirical section: liquid debt dampens MPCs, liquid
assets leave them unchanged.

• But: Fagereng, Holm and Natvik (2019) find that gross liquid assets reduce
MPCs, even when controlling for debt.

• In fact; it’s one of their key objects. Measured as the sum of deposits,
stocks, bonds, and mutual funds.

What’s the reason for the discrepancy?

1. Di�erent measures of liquid assets / debt?
2. Di�erent samples?
3. Di�erent measurement of MPCs?
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Comment #2: Fagereng, Holm and Natvik...
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Comment #2: compared to Boutros and Mijakovic
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Comment #3: Mon. Pol. and General equilibrium quibbles

• The aggregate e�ects of di�erernt types of fiscal interventions are main
focus of the model.

• Buts: No explicit role for inflation and general equilibrium (business cycle)
e�ects in the model.

Some questions related to that:

1. Both credit card debt and liquid assets are nominal. How does inflation
a�ect net nominal positions and real e�ects in the model? [Auclert, 2019]

2. Both transfers and debt forgiveness require funding from the fiscal side.
How do di�erent revenue choices a�ect the aggregate and distributional
e�ects of coholding (also via inflation)? [Brzoza-Brzezina et al., 2024]
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Bonus: Heterogeneity of financing burdens

Financial burden: Debt service to income ratio
 Data source: Eurosystem HFCS
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Thank you!
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