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A fundamental problem in macroeconomics is understanding how changes made by a

Understanding the heterogeneity of interest rate adjustments to monetary policy: Evidence
for Colombia


https://doi.org/10.1016/j.econmod.2024.106829
https://www.sciencedirect.com/science/article/pii/S026499932400186X
http://investiga.banrep.gov.co/es/content/uncertainty-and-monetary-policy-case-central-bank-colombia
http://investiga.banrep.gov.co/es/espe/espe111
http://investiga.banrep.gov.co/es/borradores/be-1348
http://investiga.banrep.gov.co/publicaciones/lista

Understanding the heterogeneity of interest rate adjustments to monetary policy:

E&%M&Ml@ﬁ&mh'ﬁmpﬁﬁw % U&\éﬁ%lﬂ@ﬁl‘ﬁﬁﬁ%ﬁ?%‘?ﬁ%f%t rate data from

analyze how banks adjust their rates when the central bank changes its rate. We apphed 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
another that responds to how rival banks react. The rates offered by banks for deposits
adjust less steeply than those applied to loans. These rates vary heterogeneously depending
on the bank's characteristics, with large domestic banks showing the most significant
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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