Exchange rate passthrough in the Colombian car market - Portal de

Evestiiaciones Econémiias l I I - l I

Colombian car market

INTERNATIONAL ECONOMICS AND ECONOMIC POLICY
DOI:
https://doi.org/10.1007/s10368-024-00583-2
Publicado:

Sabado, 20 Enero 2024

Authors:

Juan Esteban Carranza-Romero®,

Alejandra Gonzalez-Ramirez’,

Alex Pérez’,

Juan Sebastian Vélez-Velasquez’

Ver mas

’Banco de la Republica, Colombia
Clasificacion JEL:

L13, L62, F14

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 educacion 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

The incomplete pass-through of exchange rates to prices is a well-documented phenomenon.
Firms respond optimally to exchange rate shocks by adjusting margins and buying inputs
from regions with more advantageous terms of trade. Consumers, in turn, substitute goods
that become more expensive for relatively cheaper goods after an exchange rate shock. We
use data from the market for new cars in Colombia to empirically analyze the determinants of
incomplete pass-through after a large depreciation of the local currency. We estimate a
structural oligopoly model that nests the optimal reactions of frms and consumers to assess
their relative importance in explaining the lack of response of retail prices to the exchange
rate shock. We fnd that, in relative terms, the most important factor explaining incomplete
passthrough is consumer substitution, followed by strategic interaction between sellers.
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