Understanding the heterogeneity of interest rate adjustments to monetary policy:

ij‘denie for CEIombiaI-.PortaI gj Inveiigaa[ones Econémicas.I f

interest rate adjustments to monetary
policy: Evidence for Colombia

ECONOMIC MODELLING

DOI:
https://doi.org/10.1016/j.econmod.2024.106829
Publicado:

Martes, 3 Septiembre 2024
Authors:

Benavides-Franco Julian®,
Carabali Jaime®,

Luis Meneses®,

Alex Pérez’

Ver mas

*Externo

’Banco de la Republica, Colombia
Clasificacion JEL:

E43, E52, G21, L13

Descargar documento

Lo mas reciente

Transferencias regionales no-condicionadas: el caso de regiones riberefias en un pais en
desarrollo

Bernardo Romero-Torres, Gerson Javier Pérez-Valbuena, Andrés Felipe Garcia-Suaza, Jaime
Alfredo Bonet-Moron

Impacto fiscal del cambio demografico sobre la educacién en Colombia

Olga Lucia Acosta Navarro, Andrés Felipe Chitan-Caes, Ana Maria Iregui-Bohdrquez, Ligia Alba
Melo-Becerra, Maria Teresa Ramirez-Giraldo, Jorge Leonardo Rodriguez Arenas

La Efectividad de los Fondos de Recursos Naturales: Evidencia para Colombia

Alejandro Ome, Laura Giles Alvarez, Gerson Javier Pérez-Valbuena, Cristhian Larrahondo
Otras Publicaciones

A fundamental problem in macroeconomics is understanding how changes made by a
country's central bank to its interest rate affect the rates that people and businesses
actually experience. In this study, we used Colombian bank-level interest rate data from
loans and deposits between 2010 and 2019 to assemble panel data of 35,000 observations to
analyze how banks adjust their rates when the central bank changes its rate. We applied a
model based on industrial organization theory to estimate each bank's strategic
complementarity, a measure of the bank's market power. We found that banks tend to split
their rate adjustments into one that directly responds to the central bank's changes and
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strategic complementarity and small or foreign banks showing the least. Our results showed
that bank margins (profits) increase by 0.2% for every 1% increase in the policy rate.
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