Effects of Banco de la Republica’s Communication
on theYield Curve

Download Other Working Papers Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco de la
Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the work by
researchers from the institution. This seriesisindexed at Research Papers in Economics (RePEC).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully responsible
for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein are those of
the authors and do not necessarily reflect the views of Banco de la Republica or its Board of Directors.

AUTHOR OR EDITOR Luis Fernando Melo-Velandia Juan J. Ospina-Teeiro Julian A. Parra-Polania

The series Borradores de Economia (Working Papers on Economics) contributes to the dissemination and
promotion of the work by researchers from the institution. On multiple occasions, these works have been the
result of collaborative work with individuals from other national or international institutions. This seriesis
indexed at Research Papers in Economics (RePEC)

Publication Date: Wednesday, 14 of October 2020
The opinions contained in this document are the sole responsibility of the author and do not commit
Banco de la Republicaor its Board of Directors.

Abstract

We analyze the effect on the yield curve of Banco de la Republica’ s communication through two specific outlets,
the minutes of the monetary policy meetings and the inflation reports during the period 2011-Q2 to 2018-Q4. We
extract numeric information from the inflation reports’ fan charts, and narrative information -using L atent
Dirichlet Allocation, a computational linguisticstool- from the text of both outlets. We use an event-study
approach to analyze the impact on four specific maturities: one-year spot, three-year forward, five-year forward
and five-year ahead five-year forward rates. We find no evidence that numeric information has any effect on
market yields. Regarding narrative variables we find that (i) for the inflation report, there is a significant effect
on just two yields (one-year spot and five-year forward), and (ii) for the minute, there isa significant effect on all
yields. We believe that these results may be explained by the publication lag of the inflation report during the
period of analysis.



