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Using the product-level micro data, we document new stylized facts about product cycles
generated by product entry and exit, and price cycles describing price behaviors during product
cycles. To show the roles of product cycles and price cycles in the macroeconomy, we develop a
new model of price dynamics. Through a frictional product market with search and matching
frictions, an endogenous product cycle is accompanied by a price cycle. Our model generates a
generalized version of the Phillips curve which takes into account of product and price cycles, and
nests the New Keynesian Phillips curve as a special case. Calibrated to the Japanese product-
level data, the model fits well to the stylized facts about correlations among product entry, number
of products, matching probability, demand, and price.
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Product Cycles and Prices
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Using the product—level micro data, we document new stylized facts about product cycles generated by product entry and exit, and
price cycles describing price behaviors during product cycles. To show the roles of product cycles and price cycles in the
macroeconomy, we develop a new model of price dynamics. Through a frictional product market with search and matching frictions, an
endogenous product cycle is accompanied by a price cycle. Our model generates a generalized version of the Phillips curve which
takes into account of product and price cycles, and nests the New Keynesian Phillips curve as a special case. Calibrated to the
Japanese product-level data, the model fits well to the stylized facts about correlations among product entry, number of products,
matching probability, demand, and price.
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