Current Account Sustainability in Latin America Considering Nonlinearities - Portal
Investigacipnes Econdmicas

America Considering Nonlinearities

Borradores de Economia
Numero:

987

Publicado:

Viernes, 3 Marzo 2017
Clasificacion JEL:

C32, C52, F32
Palabras clave:
Threshold Vector Error Correction, Current Account Sustainability, Generalized Impulse
Response Function
Descargar documento

Lo mas reciente

Evaluacion de los efectos de las recientes normas de provisiones sobre |la asignacién del
crédito de consumo en Colombia

Diego Fernando Cuesta-Mora, Fredy Alejandro Gamboa-Estrada, Camilo Eduardo Sanchez-
Quinto

Educacién e inclusidn financieras en América Latina y el Caribe: programas de los bancos
centrales y las superintendencias financieras

Maria José Roa-Garcia, Gloria Amparo Alonso Masmela, Nidia Garcia Bohorquez, Diego A.
Rodriguez-Pinilla

Deuda Publica, Expectativas sobre el Déficit Fiscal y su Transmisién al Componente Ciclico de
las Tasas de Interés de Largo Plazo

José Vicente Romero-Chamorro, Hernando Vargas-Herrera

Otras Publicaciones

We test current account sustainability based on the framework developed by Hakkio and
Rush [1991] and Husted [1992] using a two-regime threshold vector error correction model.
This methodology allows us to characterize short-run nonlinearities in the current account.
We estimate the model for four Latin American economies: Chile, Brazil, Colombia, and
Mexico. We find a long-run relationship between the current account components, which
implies strong sustainability for Chile and Mexico and weak sustainability for Colombia and
Brazil. For the first two countries, the predominant regime is associated with a current
account surplus. In contrast, for Colombia and Brazil, the prevailing regime corresponds to a
situation in which there is a long- run deficit. In general, the impulse response analysis shows
that expenditure and income shocks have positive and significant responses in the
predominant regime for both series.
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