
The effects of climate change on a small and open economy: Economic and
monetary perspectives - Portal de Investigaciones Económicas

The effects of climate change on a small and open economy: Economic and monetary
perspectives

The effects of climate change on a small
and open economy: Economic and
monetary perspectives
Latin American Journal of Central Banking
DOI: 
https://doi.org/10.1016/j.latcb.2024.100144
Publicado: 
Miércoles, 4 Diciembre 2024
Authors:
Jesús Antonio Bejarano-Rojasa,
Daniela Rodriguez-Novoaa

Ver más
aBanco de la República, Colombia
Descargar documento

Lo más reciente
Subsidios a la nómina para las pymes en mercados laborales informales
Leonardo Fabio Morales, Leonardo Bonilla-Mejía, Didier Hermida-Giraldo, Francisco Javier
Lasso-Valderrama, José Pulido
Billeteras móviles y otros servicios de pago: brechas regionales y su adopción en Colombia
Constanza Martínez-Ventura, Ligia Alba Melo-Becerra
Uso de vacantes publicadas en línea para analizar el retorno de habilidades y conocimientos
en el mercado laboral formal
Leonardo Fabio Morales, Juan Chaparro-Cardona, Eleonora Dávalos, Nataly Corredor-Martinez
Otras Publicaciones

This policy note analyses the impacts of climate change on a small and open economy,
emphasizing its effect on monetary policy. We use a New-Keynesian model to evaluate short-
and long-term effects of transition climate change shocks – a permanent and anticipated
shock to total factor productivity and an increase in carbon taxes – on main macroeconomic
variables, such as potential output, natural interest rate, inflation, and real exchange rate.
The results suggest a gradual decline in potential output attributable to climate change,
leading to increased production costs. Regarding the short term, the natural interest rate
and inflation decrease. The timing of climate change effects on productivity will dictate the
extent of their impacts and the response required from monetary policy. In a small and open
economy such as Colombia, carbon taxes have a quantitatively low impact on
macroeconomic variables in both the short and long run.
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