The Role of Foreign Investors and Local Agents in the Derivatives Market and their

t og.the Exch te in Colombia: A Wavelet Analysis - Pogta) d
theRala.af-Eoreign investors and Local

Agents in the Derivatives Market and
their Impact on the Exchange Rate in
Colombia: A Wavelet Analysis

IHEID Working Papers

Numero:

12-2023

DOI:
https://doi.org/10.71609/iheid-1wvg-th23
Publicado:

Martes, 10 Octubre 2023
Authors:

Fredy Alejandro Gamboa-Estrada’
Ver mas

’Banco de la Republica, Colombia

Descargar documento

Lo mas reciente

Una década de cambios en la pobreza monetaria en Colombia: respuestas locales a choques
agregados

Karina Acosta, Jesus Saldana

Documentos de Trabajo Sobre Economia Regional y Urbana - Impacto de los desastres
naturales en la Via Panamericana sobre el movimiento de carga

Jhorland Ayala-Garcia, Leider Manjarres-Belefio, Maria Urueta-Polo

Consumo de los hogares en Colombia: un enfoque de cointegracién no lineal

Luis E. Arango, Luis E. Arango, Luz Adriana Flérez, Carlos Esteban Posada

Otras Publicaciones

Changes in net positions of foreign and local investors in the forward market may have differential effects
on the spot exchange rate. This paper assesses the role of different sectors in the derivatives market and
their potential impact with other fundamentals on the spot exchange rate in Colombia. Using wavelet band
spectrum regressions, | find that changes of net forward positions of foreign investors impact the exchange
rate at short terms scales. There is evidence that the real sector has a significant and permanent effect on
the spot exchange rate at different frequencies that is higher in the long term. Other fundamentals such as
the interest rate differential, CDS, and oil prices affect the exchange rate at lower frequencies, which is
consistent with the exchange rate determination puzzle. This approach differs substantially from traditional
regression methods such as ordinary least squares (OLS) which are not suitable to identify the relationship
between variables at different frequencies over time.
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