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Figure 5.3b. Bolivia and Peru. Financial Dollarization
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Figure 3a. CHILE: Response of Inflation to
One S.D. Nominal Exchange Rate Innovation
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Figure 3b. PERU: Response of Inflation to
One S.D. Nominal Exchage Rate Innovation
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Countries using interest rate as operational instrument

Country t \ � 5((5 � 1,5 � )) � L ��� � R2 J 
Statistic

Chile 
0.52

(0.67)
0.75

(2.10)
0.00

(0.09)
0.00

(1.87)
0.04

(0.90)
0.08

(2.17)
0.46

(2.02)
0.78 0.30

Colombia
-0.96

(-0.91)
0.82

(3.23)
0.01

(1.67)
-0.31 

(-3.24)
0.62

(1.54)
0.01

(1.88)
0.51

(1.04)
0.88 0.05

Peru
-0.88

(-0.05)
0.53

(3.08)
-0.38

(-1.55)
-0.00

(-1.17)
-0.32
(1.96)

-0.09
(-0.99)

0.77
(4.06)

0.97 0.20

Country using the rate of crawl as operational instrument

Country t \ � 5((5 � 1,5 � )) � &UDZO ��� � R2 J 
Statistic

Bolivia
0.03

(1.87)
-0.51
(-5.90)

-0.41
(-4.00)

-0.20
-(1.99)

-0.27
(-1.74)

-0.02
(-1.70)

0.72
(5.04)

0.83 0.01
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� Help develop markets with domestic-
currency assets and longer maturities than 
before.  Leading examples are Chile and 
Israel.

� Help develop derivative market instruments 
to deal with exchange-rate risks.

� Define the IT as a medium-term average 
rather than as a hard-edged target to be held 
at all times.  This is Australia’s approach to 
IT.
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