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Cross-Section Distribution of Relative Price: Kurtosis
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Abstract In this paper, we document the characteristics of cross-sectional distribution

of sectoral relative prices and price changes, including sectoral heterogeneities and time-var-
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ying properties. It is found that the relative price effects of monetary policy are quite substan-
tial; thus, sectoral heterogeneities in the short-run responses of the individual components of
overall price index to “identified” monetary policy shocks should be taken seriously. Further-
more, if the central bank incorporates richer information sets into its consideration, the quali-
ty of monetary policy can be improved substantially, and the empirical understanding of the
dynamic effects of monetary policy might be somewhat revised. Therefore, we conclude that
central banks DO NEED to concern the movements of relative prices
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