Wor king papers economics - A Level-Dependence
Approach for Assessing De-Anchoring of I nflation
Expectations. Evidence from Colombia

Download Keep in mind

The series Working Papers on Economicsis 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.

AUTHORS AND/OR EDITORS Mufioz-Martinez, Jonathan Alexander
"This study integrates the notions of level and dependence to assess the degree of de-anchoring of inflation
expectations in Colombia."

Publication Date: Wednesday, 9 of July 2025 Abstract

This study introduces a methodology for evaluating the de-anchoring of inflation expectations by proposing
indicators to measure deviations in short- and long-term inflation expectations from the Central Bank's target,
analyzing their dependency over time using traditional and hierarchical statistical copulas, the latter
incorporating the effect of the monetary policy stance. Using data from the Colombian financial market, the
findings reveal that during inflationary episodes (2008—2009, 2015-2016, and 2022—2023), the dependency
between short- and long-term expectations increased, indicating de-anchoring. This pattern was also observed
during periods when inflation was below the target (2013 and 2020). Conversely, in years such as 2006, 2010,
2014, 2017, and 2021, and towards the end of 2023, the decrease in this dependency suggests that expectations
were anchoring. Additionally, when the monetary policy stance was considered, there was a strong negative
dependency during contractionary episodes, while progressive interest rate reductions were associated with a
positive dependency.



