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Resumen
En este trabajo analizamos cómo la distribución de sucursales bancarias y la estructura de mercado afectan la 
movilidad del capital entre regiones. Usando datos a nivel de préstamo de Chile, mostramos empíricamente que 
shocks de depósitos a nivel de un banco inducen más préstamos y tasas de interés más bajas, en comparación con 
otros bancos. En línea con teorías de poder de mercado, las reducciones en las tasas de interés son mayores en 
ciudades donde el banco es un actor chico en relación al mercado de préstamos. Para racionalizar estos resultados, 
construimos un modelo espacial cuantitativo con los siguientes elementos: bancos con sucursales en muchas 
ciudades, poder de mercado y fricciones en el mercado de crédito interbancario. Estos elementos inducen dispersión 
en la tasa de interés que los bancos cobran a las firmas y, en consecuencia, en la productividad marginal del capital 
entre ciudades. Usamos el modelo para cuantificar el costo en términos de productividad de dicha dispersión en la 
productividad marginal del capital, y encontramos que las fricciones interbancarias implican costos del 0,04 % del 
PBI mientras que el poder de mercado, de 0,5 % del PBI. Las fusiones entre bancos tienen el potencial de contribuir 
a la integración financiera entre ciudades, pero, por otro lado, reducen la competencia en el sistema bancario. 
Nuestro modelo espacial contribuye a entender cómo la distribución geográfica de las sucursales de los bancos pre-
fusión es útil para entender las consecuencias de una fusión.

Abstract
We study how banking market structure and branch networks shape the spatial mobility of capital. Using 
administrative loan-level data from Chile, we show that bank-level deposit shocks lead receiving banks to increase 
lending and lower interest rates relative to other banks. Interest rate reductions are concentrated in cities where the 
bank has a small market share, consistent with local market power. We develop and estimate a quantitative spatial 
model with multi-city banks, oligopolistic local credit markets and frictions in interbank lending. These channels 
lead to spatial dispersion in interest rates and the marginal productivity of physical capital, reducing GDP. Interbank 
frictions reduce steady-state GDP by 0.04%, while spatial variation in loan markups reduces GDP by 0.5%. Bank 
mergers improve financial integration between cities but reduce competition, generating heterogeneous welfare 
effects that depend on the merging banks’ geographic overlap.
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1 Introduction

In modern economies, savings are held largely as digital money and can be transferred across locations at

virtually no cost. It is therefore natural to conjecture that savings flow toward cities with high loan demand,

arbitraging away differences in the return to capital across locations. We study how banking market structure

limits such arbitrage and, therefore, the efficient allocation of capital across cities.

The benchmark of interest rate equalization across cities underlies classic studies of the spatial distribution

of economic activity (Henderson, 1974) and remains standard in more recent work (Acemoglu and Dell,

2010; Desmet and Rossi-Hansberg, 2013; Kleinman et al., 2023). This assumption, however, is at odds

with empirical evidence showing that local credit supply depends on the presence and degree of competition

between local bank branches (Petersen and Rajan, 2002; Degryse and Ongena, 2005; Ashcraft, 2005; Garmaise

and Moskowitz, 2006; Becker, 2007; Gilje et al., 2016; Nguyen, 2019; Bustos et al., 2020; Aguirregabiria et

al., 2025). We first corroborate and extend the results from this strand of the literature highlighting the

importance of local bank branches. Then, we build a quantitative model that can replicate these reduced-

form estimate and be used to study the role of bank branches in general equilibrium.

Using data from Chile, we first show that bank-level deposit inflows lead to more loan issuance and

reductions in lending rates relative to other banks. We construct exogenous bank-level deposit shocks by

leveraging changes in the world price of salmon interacted with banks’ presence in areas specialized in fishing.

We estimate that a 1% increase in deposits leads to an increase in loans of 0.85% and a reduction in interest

rates of 0.016% at the bank level, indicating that the boundary of the bank matters. Our results align with

Gilje et al. (2016) and Bustos et al. (2020), who study commodity shocks in the U.S. and Brazil but do not

examine interest rates due to data constraints. We overcome this limitation by exploiting administrative

loan-level data, which includes information on the interest rate. The data allows us to control for changes

in the composition of loans across time and isolate the effect of deposit shocks on interest rates.

We document heterogeneous responses to deposit shocks across cities. The estimated positive impact of

deposit shocks on loans and the negative impact on interest rates does not decay with distance from the

shocked area, suggesting that within-bank capital flows are independent from geography. By contrast, the

effect of deposit shocks on loans and interest rates is substantially stronger in cities where the exposed bank

held a small market share. The intuition for this result is that when costs of funds go down following a

deposit inflow markups increase in cities where banks have a high market share. These results align with

studies in industrial organization and finance highlighting the local nature of credit markets (Aguirregabiria

et al., 2025) and motivate our focus on local market power as a determinant of differences in credit supply

across cities in the remainder of the paper.

In the second part of the paper, we build a quantitative spatial model with banks that allows us to

quantify how bank branches affect interest rates across space and the spatial allocation of capital in Chile.

We extend the framework of Kleinman et al. (2023), which includes trade, migration, and local investment

decisions by introducing a set of nationally chartered banks. These banks operate branches across cities,

where they offer savings and lending instruments to the local population. Loans are used by capitalists to

finance local investment. We incorporate an interbank market in which banks can lend to each other, subject

to frictions. Local branches compete oligopolistically in each credit market as in Atkeson and Burstein (2008).

Through this mechanism, cities with stronger competition have lower interest rates in equilibrium. While

each bank’s loan pricing decisions are interdependent, the steady state computation of the model remains
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tractable.

One of the crucial elements in the model is the elasticity of loan demand with respect to interest rates.

This elasticity, which varies across cities and banks, captures two margins of adjustment available to cap-

italists when a bank raises interest rates: capitalists can substitute and borrow from other banks without

changing how much they invest in physical capital, or they can reduce investment and rely more on deposits.

This second elasticity —which we call the outer elasticity — plays the role of the outer-nest elasticity in the

well-known model of variable markups developed in Atkeson and Burstein (2008). Importantly, the outer

elasticity is an endogenous object in our model and depends on capitalist’s demand for deposits.

We estimate the model to match the elasticity of loan issuance and interest rate reductions to deposit

shocks from our empirical analysis, as well as employment, wages, and loans across cities and banks in

2015. In the model, the effect of deposit shocks on loan issuance is closely linked to the size of interbank

frictions, while interest rate reductions are closely linked to firms’ elasticity of substitution between banks.

We estimate interbank frictions equivalent to 0.6% of the pecuniary costs for the average bank, i.e: a bank

borrowing in the interbank market for a rate of 1% would act as if the interest rate was approximately 1.6%.

We estimate an elasticity of substitution of 16.8, which leads to modest markups for loan interest rates.

In the model, interest rates differ across cities due to two channels. Frictions in the interbank market

imply that banks with better access to deposits have a lower cost of raising funds. Differences in interest rates

across banks translate into differences in interest rates across cities due to banks’ heterogeneous geographic

presence. Furthermore, the interest rate charged by any bank may differ across cities due to differences in

markups driven by the extent of local competition. Banks set lower markups in markets where they face

more competition. As a result, interest rates are lower in cities with more banks. In the quantified version

of the model, the standard deviation in interest rate across cities is 125 basis points, while the gap between

the 25th and 75th percentiles is 231 basis points. While local interest rates in levels are not a target of our

estimation, these magnitudes align with the empirical findings in Bordeu et al. (2025).

Equipped with the quantified version of the model, we solve for the equilibrium of this economy with no

interbank frictions, which leads to an equalization in the cost of raising funds across banks. Productivity in

the economy increases by 0.04%. Using subsidies to correct banks’ local market power has substantially larger

implications for GDP. Eliminating markups completely would lead to an increase in aggregate productivity

of 2.9%, while equalizing markups in space would lead to an increase in productivity of 0.5%. In both cases,

the increase in productivity reflects lower dispersion in the marginal productivity of capital across cities as

well as more investment.

The model also serves as a laboratory for an ex-ante analysis of bank mergers, a frequent challenge for

policy makers — in Chile alone, there were four large mergers during 2000-2020 (Marivil et al., 2021). We

compute all possible two-bank mergers and find welfare effects ranging between 0% and −1.1%. Welfare

effects are larger when the merging banks have limited geographic overlap, which reduces the effect of the

merger on markups, and when the two merging banks have different positions in the interbank market.

In such cases, the merged entity can exploit internal capital markets, reducing the cost of relying on the

interbank market.

This paper contributes to the literature on economic linkages across space by characterizing financial

linkages driven by the branch network. The literature has emphasized mechanisms such as trade, migration,

and commuting, through which local shocks affect nearby locations via market access or labor flows (Caliendo

et al., 2017; Monte et al., 2018; Allen and Arkolakis, 2025). By contrast, the mechanism we highlight operates
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independently of geographic proximity: through the banking network, distant cities can become linked when

they share branches of the same banks (Gilje et al., 2016; Bustos et al., 2020; Manigi, 2025; D’Amico and

Alekseev, 2024). Kleinman et al. (2023) incorporates capital into a quantitative spatial model, but does not

model financial linkages between cities.1

Recent work has incorporated banks into quantitative spatial models to study the effects of U.S. branching

deregulation and deposit reallocation (D’Amico and Alekseev, 2024; Oberfield et al., 2024; Manigi, 2025).

A closely related paper is Manigi (2025), which analyzes how deposit reallocation across banks shapes

lending across cities. In contrast to these studies, we focus on how the geographic distribution of branches

affects steady-state outcomes, including productivity and welfare, using a model with endogenous investment

and migration decisions. The financial block of our model is different in two dimensions: We incorporate

oligopolistic competition in local credit markets and market-clearing in the interbank market. After laying

out the model, in Section 4.3 we discuss the role of each of these channels. The focus of our policy analysis,

bank mergers, is also different. Corbae and D’Erasmo (2025) build a quantitative model of bank dynamics

with imperfect competition but where the fully-fledged spatial component is absent.

Finally, we contribute to the literature in industrial organization and finance that studies the role of

geography in lending. Petersen and Rajan (2002) documents how advances in information technology allowed

U.S. borrowers to access more distant lenders. Ashcraft (2005), Garmaise and Moskowitz (2006) and Nguyen

(2019) show that bank branch closures led to declines in lending, while Becker (2007) and Gilje et al. (2016)

show that local bank-level deposit shocks lead to loan growth by affected banks. Taken together, these

papers suggest that, despite technological change, credit markets remain local to some extent. In line with

this definition of the market, a series of papers has examined banks’ local market power in segmented credit

markets (Degryse and Ongena, 2005; Scharfstein and Sunderam, 2016; Drechsler et al., 2017; Crawford et

al., 2018; Wang et al., 2020; Aguirregabiria et al., 2025; Bordeu et al., 2025). We contribute to this literature

by quantifying the general equilibrium effects of local market power in a spatial model.

The rest of the paper is organized as follows. In Section 2, we overview the banking sector and its

geographic footprint in Chile and describe our data sources. In Section 3, we analyze localized deposit

shocks and trace their impact on loans and interest rates across cities. Section 4 presents our quantitative

model and Section 5 our estimation procedure. In Section 6, we use the model to explore the economic

effects of interbank frictions and market power, while in Section 7 we simulate all possible two-bank mergers

in Chile. Section 8 concludes.

2 Context and data sources

Chile has a well-developed financial system in which banks play a central role. Between 2012 and 2018,

the period we analyze, credit to the private sector increased from 104% to 118% of GDP. Banks account

for roughly 78% of credit, and survey data show that firms of all sizes rely heavily on banks for financing.2

Despite the overall depth of Chile’s financial system, financial development varies markedly across Chilean

regions. Figure 1a illustrates this by showing outstanding bank loans in 2015, scaled by regional GDP.3

1A vast literature, including Lucas (1990), study frictions to international investment. See Pellegrino et al. (2025) for a
recent framework to analyze frictions in an international context.

2See Appendix Section A.1 and Section A.2 for a discussion of the empirical results in this paragraph.
3Regions are the finest level of disaggregation at which GDP data are available. This measure of financial development

excludes credit from non-bank financial institutions and instruments other than loans, so the resulting ratios are lower than
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The Chilean banking industry is highly concentrated at the national level. Panel A in Table 1 reports

loan market shares for the ten largest banks. The two largest banks each held approximately 18% of the

loan market, the top four accounted for just over 60%, and the ten largest banks together cover nearly the

entire market. Omitting BancoEstado, the main state-owned retail bank, the Herfindahl–Hirschman Index

(HHI) in 2015 was 1,600.

Banks in Chile are chartered nationally, headquartered in Santiago, and operate branches across the

country. The first column of Panel A of Table 1 shows the number of cities served by each bank. We find no

evidence of spatial correlation between a bank’s activity on the extensive margin (presence in a city) or on

the intensive margin (local market share) across city pairs at varying distances. Following Conley and Topa

(2002), we interpret this as evidence that branches are not geographically clustered.4 This pattern stands

in contrast to the U.S., where historical restrictions on interstate expansion have led banks to concentrate

regionally (Oberfield et al., 2024). The absence of geographic clustering in Chilean banking makes this an

ideal setting to disentangle the role of financial linkages from that of physical proximity.

Cities tend to be served by a small number of banks. The average number of banks per city was 4.4

and the median was 3. Figure 1b plots, for each region, the median number of banks per city. There is a

positive correlation (0.38) between the median number of banks per city and regional financial development,

discussed before. The small number of banks translates into an average HHI across cities of 3,000 and a

median of 2,700.5 Figure 1c displays the distribution of local HHI across regions, and the second column in

Panel B in Table 1 shows summary statistics at the city-level.

Table 1: Summary Statistics: The Spatial Distribution of Banks in 2015

A. Top banks City Coverage National Loan Share Loans-to-Deposits

Santander 97 0.18 1.18
de Chile 111 0.18 1.27
BancoEstado 223 0.14 0.89
de Credito e Inversiones 93 0.12 1.11
BBVA 61 0.06 1.21
Corpbanca 47 0.06 1.17
Scotiabank 51 0.06 1.54
Itau 38 0.05 1.33
Security 17 0.03 1.12
BICE 16 0.02 1.03

B. Cities Banks per City HHI in Loans Loans-to-Deposits

Average 4.4 3,300 0.92
Percentile 25 2 1,900 0.40
Median 3 2,700 0.66
Percentile 75 7 4,100 1.36

Notes: Authors’ calculations using public data from the CMF. We use the stock of outstanding loans and deposits in December
2015 for the second and third columns of panel B.

Banks shift resources across cities by using deposits collected in one location to finance loans elsewhere.

To measure the extent of domestic capital flows, we calculate the loan-to-deposit ratio for each city based

those quoted nationally.
4See Section A.4 in the Appendix for a detailed description of these results.
5These indices exclude very small cities with only one bank, typically BancoEstado.
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(a) Financial Development (b) Banks per City (c) HHI in Loans (d) Loans-to-Deposits

Figure 1: Spatial Financial Development and the Network of Bank Branches

Notes: Authors’ calculations using public data from the CMF on loans and deposits and Regional GDP data from the Central
Bank of Chile. The first panel shows the value of loans issued during 2015 in each region over regional GDP, both in current
prices. For the third and fourth panels, we use the stock of outstanding loans and deposits in December 2015.

on the stock of outstanding loans and deposits in December 2015. Figure 1d shows the resulting pattern at

the regional level and the third column in Panel B of Table 1 at the city level. There is substantial variation

in the relative importance of deposits and loans across cities.

Although banks’ liabilities also include bonds, external credit, and Central Bank borrowing through

credit lines, deposits remain banks’ primary funding source, while loans account for the majority of their

assets (Marivil et al., 2021). As of December 2015, the system-wide loan-to-deposit ratio stood at 1.14.

Panel A of Table 1 documents how this ratio varies across banks. In our subsequent analysis we abstract

from alternative instruments and allow banks to lend to each other to capture dispersion in loan-to-deposit

ratios.

2.1 Data sources

Our first source of data is publicly available data on the total deposits and loans at the city-bank level from

the Financial Market Commission (henceforth CMF), the agency responsible for supervising the stability
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and development of Chile’s financial markets. The CMF collects detailed reports from financial institutions,

including the stock of loans and deposits by type, currency, bank, and city. We construct city-bank aggre-

gates by summing instruments denominated in local currency, inflation-adjusted units, and foreign currency,

combining both commercial and mortgage loans, as well as deposits with varying liquidity. The value of

loans and deposits at the city-bank level in 2015 forms the basis of descriptive statistics in Section 2, and

are part of our estimation targets in Section 5. The data covers 2012-2018 and is reported monthly.

To analyze the effect of deposit shocks on loan issuance and interest rates we complement this data with

administrative loan-level data for the same period, also collected by the CMF. One advatange of this data

is that we can focus on loans taken by firms, while the value of loans reported in the publicly available data

includes loans for all types of purposes — such as mortgages or consumer loans — which are less directly

related to investment in productive physical capital. The richness of the administrative data allows us to

control for a rich set of characteristics of the borrowing firm and the loan, which is crucial for interpreting

changes in average interest rates across time. When we study the elasticity of loan issuance with respect to

deposits in Section 3 we also rely on this data for consistency with the analysis of interest rates.

The administrative dataset includes, for each loan, the size and sector of the borrowing firm, the type

of loan, its maturity, and amount. Moreover, the dataset includes two measures of risk at the loan level.

The first is a categorical risk rating assigned by banks when a firm applies for a loan. For large firms, banks

conduct individual assessments, classifying them into one of 16 risk categories: A1–A6 (low risk), B1–B4,

and C1–C6 (high risk). For smaller firms, the risk is assessed after the banks classify firms with similar

characteristics together. The second measure of risk is the expected loss on each loan, reflecting the bank’s

projection of potential default costs.6 We restrict the sample to loans denominated in Chilean pesos and

not associated with any public guarantee. We keep fixed-interest rate loans and exclude loans issued by

BancoEstado. We drop the first loan in a firm-bank relationship.

In Section 5, we estimate a subset of parameters from our quantitative model by matching the spatial

distribution of employment and wages. We measure private-sector employment and average wages by city in

2015 using administrative data from the Unemployment Fund Administrator (henceforth AFC). The AFC

is a regulated private entity that manages unemployment insurance contributions made jointly by formal

private-sector workers and their employers.7

Our last data are travel times between cities, which we compute using the Google Maps API. We use

these data to estimate transport costs between cities.

6This study was developed within the scope of the research agenda conducted by the Central Bank of Chile (CBC) in
economic and financial affairs of its competence. The CBC has access to anonymized information from various public and
private entities, by virtue of collaboration agreements signed with these institutions. To secure the privacy of workers and firms,
the CBC mandates that the development, extraction and publication of the results should not allow the identification, directly
or indirectly, of natural or legal persons. Officials of the Central Bank of Chile processed the disaggregated data. All the analysis
was implemented by the authors and did not involve nor compromise the SII, the CMF, and AFC. The information contained
in the databases of the Chilean IRS is of a tax nature originating in self-declarations of taxpayers presented to the Service;
therefore, the veracity of the data is not the responsibility of the Service.

7These contributions are a fixed share of monthly wages, capped at approximately USD 5,000. We impose two additional
filters on the sample. We restrict the sample to firms that appear in the Firms’ Directory used by Chile’s National Accounts
and that employ, on average, at least three workers throughout the sample period. The final dataset includes 160,482 firms.
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3 The spatial propagation of local deposit shocks

In this section we study how banks respond to exogenous deposit inflows. Following Gilje et al. (2016) and

Bustos et al. (2020), who studied commodity shocks, we exploit variation in the world price of salmon, which

disproportionately affects the growth of deposits in cities with a strong presence of the fishing industry. We

construct bank-level deposit shocks by interacting movements in the price of salmon with banks’ share of

deposits coming from cities specialized in fishing (henceforth fishing cities).

3.1 The effects of deposit shocks on lending

We begin by estimating the effect of bank-level deposit inflows on loan growth across cities. We estimate

Loansbnt = β0 + β1Deposits
b
t + β2MPt + γXb

nt + ϵbt , (1)

using the micro-data described in Section 2 aggregated at the level of the city-bank-month. Loansbnt

denotes the logarithm of new loans issued by bank b in city n during month t. Our independent variable of

interest is the logarithm of deposits held by bank b at time t, aggregated at the national level. We include

the monetary policy at t, MPt, and the vector Xb
nt as controls; the latter includes city-bank, city-year, and

bank-year fixed effects.

Our coefficient of interest, β1, captures the elasticity of lending with respect to deposits. Given our

controls, our results should be interpreted as a within-year, within-city comparison of loan issuance across

banks with different deposit inflows.

The error term in equation (1) may be correlated with deposits if unobserved bank-level factors—such as

improvements in branch quality or the reputation of a bank—jointly affect a bank’s ability to attract deposits

and extend credit. To address this possibility, we follow Gilje et al. (2016) and construct an instrument based

on exogenous variation in commodity prices. We construct our instrument for deposits at bank b in month

t, Zbt, as

Zbt =

∑
n α

F
nDbn2011∑

n′ Dbn′2011
× psalmon

t−3 , αF
n =

ℓFn
ℓn
. (2)

The first term in equation equation (2) captures bank b’s deposits exposure to fishing cities, which we

measure as the weighted sum of banks’ 2011 deposits coming from each city n interacted with the local

share of employment in fishing industries, αF
n , divided by banks’ total stock of deposits in 2011. The rest of

our analysis uses data from 2012-2018, so measuring banks’ exposure in 2011 alleviates concerns that banks

enter particular markets driven by movements in the price of salmon. The second term, psalmon
t−3 , is the world

price of salmon lagged one quarter.8

The salmon industry is well-suited for constructing localized deposit shocks in Chile. First, global salmon

prices fluctuated substantially during 2012–2018.9 Second, salmon is a major export industry, accounting for

9.5% of non-copper exports over the period (12.1% in 2018). Finally, most salmon firms are headquartered

locally in the South of Chile, making it likely that firms’ profits are deposited in local bank branches rather

than redirected to corporate offices in Santiago, as might occur with the mining industry. Because the

8Results are qualitatively similar using shorter and slightly longer gaps.
9Figure 12 in Appendix A.5 plots the evolution of world salmon prices between 2005 and 2019.
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fishing industry is geographically concentrated, we can treat the shock as spatially localized, which allows

us to study how lending responses vary with distance.10

Our first-stage regression quantifies the effect of the instrument on bank-level deposit growth,

Depositsbt = β̃0 + β̃1Deposits
b
t−4 + β̃2Zbt + γ̃Xb

t + ϵbt . (3)

where Depositsbt denotes the logarithm of total deposits held by bank b at time t, and Zbt is the bank-

specific instrument defined above. We control for the logarithm of deposits the month previous to the price

shock, at t − 4. The control vector Xb
t includes bank-year and month fixed effects. Subscripts follow the

same definitions as in the previous equation.

The first column of Table 2 shows the results of estimating equation (3) by OLS. Banks that rely more

on fishing cities for deposits experience significantly larger deposit inflows following an increase in the price

of salmon. The first-stage coefficient is large and statistically significant. We keep the predicted values

of deposits from the first stage and merge them with the sub-sample of the administrative data that we

described in Section 2. In this merge we drop banks that received deposits but did not give loans to the

firms we keep in our microdata.11. Moreover, we keep banks that issued loans every year during 2012-2018.

After these two steps we are left with six banks, all of them among the largest in the country.

We estimate equation (1) excluding all firms in fishing cities and firms in the fishing industry from the

sample, which makes the exclusion restriction for our instrument more plausible. We cluster standard errors

at the bank-month level. The second column of Table 2 reports the 2SLS estimate. A 1% increase in deposits

leads banks to increase lending by 0.85% relative to other banks. This result is in line with Gilje et al. (2016)

and Bustos et al. (2020), who document that capital flows within countries are shaped by banks’ geographic

footprint.

Spatial spillovers through trade, migration, or commuting are mediated by geographic distance, while in

a context where money is mostly digital, capital flows within banks need not follow this pattern. If financial

linkages are stronger than indirect spatial spillovers stemming from exposed cities, the effect of a deposit

shock on lending should not diminish with distance from its origin. To assess the role of geographic distance

in our setting, we compute the average travel time between each city and all fishing cities and add the

interaction between deposits and distance to equation (1). The third column of 2 shows the results. We find

no statistically significant evidence that deposit shocks lead to stronger loan growth in cities that are closer

to the shocked area.

Across a variety of models with oligopolistic competition, a firm’s market share is closely linked with the

demand elasticity faced by the firm. We calculate a banks’ market share in city n and month t as

sbnt =

∑
ℓ(1 + ibℓft)L

b
ℓft∑B

v=1

∑
ℓ(1 + ivℓft)L

v
ℓft

(4)

where in the numerator we sum across all loans issued by bank b in city n and, in the denominator,

we sum across all banks.12 We include the interaction between deposits and the lagged market share to

equation (1). The fourth column of 2 shows the results. While the coefficient has the right sign, we don’t

10See Figure 13 in the Appendix A.5 for the geographical presence of the fishing industry.
11One reason why this may happen is that certain banks specialize in consumer credit.
12Notice that by summing across loans we are also summing across firms, f(ℓ). We omit the sumation across firms to avoid

cluttering.
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Table 2: Deposit Shocks, Loan Growth and Interest Rates

Deposits
OLS

City-Bank Loans Interest Rate

2SLS 2SLS 2SLS 2SLS 2SLS 2SLS 2SLS 2SLS
(1) (2) (3) (4) (5) (6) (7) (8) (9)

Depositst 0.851∗ 1.01 0.963∗∗ 1.13∗∗ −0.016∗∗∗ −0.014∗∗∗ −0.021∗∗∗ −0.023∗∗∗

(0.494) (0.625) (0.459) (0.469) (0.003) (0.005) (0.004) (0.004)

Depositst ×Distance −0.13 −0.00132
(0.16) (0.00197)

Depositst × sbn −0.621 −1.275 0.032∗∗∗ 0.035∗∗∗

(0.877) (1.025) (0.007) (0.008)

Depositst × D
L 0.0017∗∗ 0.02∗∗

(0.0007) (0.01)

Depositst × sbn × D
L −0.0079∗∗∗ −0.14∗∗

(0.0030) (0.07)

Depositst−4 1.21∗∗∗

(0.02)

Zbt 173.1∗∗∗

(56.0)

Controls

Month FE Yes – – – – – – – –
Bank × Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
Bank × City FE – Yes Yes Yes Yes Yes Yes Yes Yes
City × Year FE – Yes Yes Yes Yes Yes Yes Yes Yes
Monetary Policy Rate – Yes Yes Yes Yes Yes Yes Yes Yes
Firm-Loan Characteristics – – – – – Yes Yes Yes Yes

Observations 30,416 33,492 33,490 33,492 25,126 239,579 239,577 239,579 217,207
Number of Banks 13 6 6 6 6 6 6 6 6

Notes: Statistical significance denoted as ∗p < 0.10, ∗∗p < 0.05, ∗∗∗p < 0.01. Standard errors are clustered at the bank-month level.

find a statistically significant effect of market share.

The model of loan demand we write in Section 4 will help us rationalize the muted effect of market shares

on loan growth responses. In the model, market shares are not a sufficient statistic for demand elasticity

and we also need to consider the importance of deposits as a share of total lending. We come back to this

point after laying out the model.

3.2 The effects of deposit shocks on interest rates

We complement our analysis with a study of how interest rates on firm loans respond to bank-level deposit

shocks. We estimate

log(1 + ibℓft) = α0 + αn(f)×b + αn(f)×y(t) + α1Deposits
b
t + α2MPt + α3Xft + α5Xlt + ϵbℓft (5)

using the same subsample of firms and loans from the administrative data. For this part of the analysis we

keep only single-city firms, for which the interest rate offered by banks is arguably shaped by local conditions.

The outcome variable, log(1+ ibℓft), is the logarithm of the gross interest rate charged by bank b for loan

ℓ extended to firm f , located in city n(f), durnig month t. We include as controls the monetary policy rate,

MPt, city-bank fixed effects to capture local competition characteristics, and city-year fixed effects to capture

changes in local economic conditions. We add firm-related controls, Xft, including the firm’s employment

size and the risk measures described in Section 2.13 We also include loan-level controls, Xℓt, including the

13We include one fixed effect for each of the 16 for risk.
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amount lent (in logs), the type of loan, maturity, expected loss (our second risk measure) and bank-year

fixed effects. Observations are weighted by loan amount in all regressions. Our coefficient of interest is α1.

The sixth column of Table 2 shows our results. Our estimates indicate that a 1% increase in deposits leads

banks to reduce their interest rate on their loans by 0.016% on average. Following the same logic as above,

we then include interactions between the deposit shocks and distance and market share. The seventh and

eight columns of Table 2 shows the results. Our first result aligns with our finding for loan growth; we find

no effect of distance from the shocked areas on interest rate reductions following the shock, which is what a

gravity model would predict. Moreover, we do find strong and significant effects of market shares on interest

rates responses. As expected, interest rates decline less in cities where banks have a large market share. The

intuition for this result is that deposit shocks represent a reduction in marginal costs. In competitive cities

the pass-through to lower rates is stronger than in cities where banks can adjust their markup upwards.

Our empirical results in this subsection align with Becker (2007), Gilje et al. (2016), and Bustos et al.

(2020) who study localized deposit shocks in the US and Brazil and extend their findings in two directions.

The detail of our data allows us to study the effect on interest rates while controlling for changes in the

composition of loans across time. We find that interest rates decline following shocks to deposits. Moreover,

we study heterogeneous responses in lending an interest rates in cities where banks hold different market

share. Our results on heterogeneous responses across cities are consistent with market power highlighted by

studies at the intersection of industrial organization literature and finance (Aguirregabiria et al., 2025), but

at the same time suggest that market shares may not be sufficient to characterize demand elasticities.

We conclude by discussing banks’ substitutability between deposits and other funding sources at a concep-

tual level in light of our empirical results. This mechanism will be central to our treatment of the interbank

market in the rest of our analysis.

3.3 Banks’ substitutability between deposits and other sources of funding

Our empirical results suggest that deposits and other sources of funding are not perfect substitutes. This

argument can be illustrated simply by focusing on the two sides of the balance sheet, and distinguishing

between two alternative sources of funds, deposits and an alternative, which we label wholesale funds in this

discussion. With market power in deposits, banks need to pay more in order to attract more deposits. With

market power in lending, the marginal revenue is decreasing in total loans issued. Figure 2 illustrates this

basic setting and banks’ responses to a shock to deposits in partial equilibrium.

In both panels, the size of banks’ balance sheet is determined by equating the marginal revenue of lending

with the marginal cost of funds from either retail deposits or wholesale funding. In panel (a), we assume

the marginal cost in the wholesale market is constant at rF . A positive shock to deposits (captured by an

outward shift of the MC Deposits curve) alters the funding composition but not the size of the balance sheet.

In panel (b), where we assume that the marginal interbank costs are increasing in volume, a positive shocks

to deposits reduces funding costs at the margin, enabling higher lending and lower interest rates on loans.

Our empirical results align with this latter case.
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Flow of Funds

MC Deposits

rF MC of funds

MR Lending

(a) Constant wholesale cost rF

Return

Flow of Funds

MC Deposits

rF + φ(F )

rF

MC of funds

MR Lending

(b) Increasing wholesale cost rF + ψ(F )

Figure 2: Balance sheet effects of deposit shocks

As illustrated in panel (b), the effects of deposit shocks on lending and interest rates depend on the

extent of interbank frictions φ(F ), which affects the share of deposits in total funding before the shock, and

the slope of the marginal revenue of lending curve. Following this intuition, we use the results in Table 2

as targets to calibrate the degree of interbank frictions and market power in the quantitative version of the

model.

Why are deposits and wholesale funding not perfect substitutes? A large literature argues that deposits

are banks’ preferred funding source due to their low cost and stability (Kashyap et al., 2002; Hanson et al.,

2015). Deposits provide liquidity services to customers and are often insured, which enhances their resilience

relative to market-based funding. In Chile, as in many countries, deposits are insured up to a legal threshold,

further strengthening this channel. In our quantitative model, we capture these frictions parsimoniously by

assuming that banks face non-pecuniary costs when borrowing on the wholesale market, following Oberfield

et al. (2024).

In our model we will assume that the wholesale market is an interbank market in which banks lend funds

to each other. As we showed in Section 2, this approximates the banking sector in Chile where the aggregate

ratio of loans to deposits is close to one. Integrating the mechanisms we study in this paper with alternative

sources of funds for banks in the wholesale market is an interesting avenue in which to extend our analysis.

4 Model

We build a model that can match our empirical results quantitatively and be used to study the effects of

bank branches on productivity and welfare, as well as specific policies aimed at improving financial linkages

between cities. We borrow the basic structure of the model from Kleinman et al. (2023), which includes

trade and migration linkages between cities as well as endogenous investment in physical capital. Tractability

comes from assuming mobile, hand-to-mouth workers and immobile capitalists. We embed the network of

bank branches (which we take as given) into this structure for the rest of the economy. In line with studies

at the intersection of industrial organization and finance, we assume that credit markets are local and banks

have market power when setting local interest rates (Aguirregabiria et al., 2025).
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4.1 Setup

The economy consists of N cities, indexed by n, and B banks, indexed by b. Time is discrete. There are three

types of agents: workers, capitalists, and bank owners. Workers are homogeneous, do not save or borrow

and are freely mobile across cities. Capitalists are immobile and reside permanently in one city, where they

own the local physical capital. Capitalists rely on local branches only for their saving and borrowing. We

denote the set of banks with branch presence in city n as Bn.

We begin by specifying local production technologies and workers’ migration decision. We then turn to

the problem of capitalists, deriving their supply of savings and demand for loans. Finally, we introduce bank

owners, their objective function, and constraints when setting interest rates.

4.1.1 Production and trade

Each location produces a differentiated good. The representative firm in location n hires labor, ℓnt, and capi-

tal, knt, from workers and capitalists, respectively, and makes production decisions in a perfectly competitive

environment. The firm has access to a Cobb-Douglas technology given by

ynt = zn

(
ℓnt
µ

)µ(
knt
1−µ

)1−µ
,

where zn denotes productivity.

Trade is costly. For one unit to arrive in location n, τni ≥ 1 units must be shipped from location i. The

price of a good of variety i for a consumer located in n is given by

pnit = τnipiit =
τniw

µ
itr

1−µ
it

zi
,

where piit denotes the free-on-board price for the good produced in city i.

4.1.2 Workers

There is a unit mass of identical and infinitely-lived hand-to-mouth workers. The problem of a worker located

in city n is as follows. First, she decides how much to consume of each of the N goods in the economy,

aggregating goods from all origins with a constant elasticity of substitution,

Cw
nt =

(
N∑
i=1

(cwit)
σc−1
σc

) σc
σc−1

. (6)

The consumption price index in city n, Pnt, and the fraction of expenditure of city n in goods from city

i, πnit, are

Pnt ≡

(∑
i

(τnipiit)
1−σc

) 1
1−σc

and πnit =

(
τnipiit
Pnt

)1−σc

. (7)

The budget constraint of a worker is given by

PntC
w
nt = wnt(1− τ)
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where τ is a labor income tax. While the tax is zero in our baseline scenario, it will play a role in the policies

we study in Section 6. After consuming in period t, the worker faces idiosyncratic utility shocks of moving

to each destination city d, ϵdt, and makes her moving decision at the end of the period. Given our focus on

steady state outcomes, we assume there are no migration costs.

All things considered, workers’ value of living in city n at t combines an amenity value bn, consumption

utility, and the continuation value of moving

vwnt = log(bnC
w
nt) + max

d
{βEt[v

w
dt+1] + ρϵdt}. (8)

We assume that idiosyncratic shocks ϵ are drawn from an extreme value distribution, F (ϵ) = e−(ϵ−γ̄). The

parameter ρ captures the relative importance of idiosyncratic reasons for migration that are not captured by

amenities or real income in a city. The expectation is taken with respect to future realizations of idiosyncratic

shocks ϵdt+1.

4.1.3 Capitalists

There is one infinitely-lived immobile capitalist per city. The capitalist owns the local stock of physical

capital and rents it to the producers of the final good. To transfer resources inter-temporally, the capitalist

can either invest in physical capital or save using deposits from the local bank branches available. Both

deposits and loans are one-period, risk-free claims.

Banks’ role in financing local investment. In order to finance investment in physical capital, the

capitalist needs to borrow from local banks. Moreover, loans from different banks are imperfect substitutes

when funding new investments. A unit of investment good is produced by borrowing from different banks

and using the borrowed amounts to buy the final good,

int =

[∑
b∈Bn

(γbn
Lb
nt+1

Pnt
)
σ−1
σ

] σ
σ−1

, (9)

where Lb
nt+1 denotes loans issued in period t and maturing at t+ 1, and the price index in the denominator

is the same as the one in equation (7).

Equation (9) captures, in a parsimonious way, heterogeneity between banks which, in practice, are spe-

cialized in funding different types of businesses. While we abstract from firm heterogeneity in the model,

banks specialize in firms of different size, sector, or exporting status. In the same direction, our parameters

γbn capture the fit of a bank to the activities conducted in city n. The elasticity of substitution between

banks σ is a key parameter in the model, underlying banks’ ability to exploit local market power in interest

rate setting.

The cost of investment for the capitalist in city n comes from solving

Lnt(int) = min
{Lb

nt+1}b

∑
b∈Bn

Lb
nt+1(1 + rbnt+1) s.t. equation (9).

Manipulating the first-order conditions from this problem, we can express the equilibrium demand of loans
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from bank b in period t as

Lb
nt+1

Pnt
= (γb)σ−1

(
Rnt+1

1 + rbnt+1

)σ

int (10)

where Rnt+1 ≡

[∑
b∈B

(
1+rbnt+1

γb
n

)1−σ
] 1

1−σ

. (11)

From equation (9) and equation (10) it follows that

Lnt(int) = intRnt+1Pnt. (12)

Capitalist’s full problem. Capitalists decide how much to consume, save using deposits, and invest.

Following the finance literature, we assume that capitalists derive utility from consumption and the liquidity

services provided by deposits (Drechsler et al., 2017; Morelli et al., 2024). The parameters κbn capture

differences in the utility associated with deposits from bank b in city n, associated for example with a

bank having more branches in the city. Using Cc
nt to denote capitalists’ consumption, the full problem of a

capitalist in city n is14

max
{Cc

nt,D
b
nt+1,knt+1}∞t=0

∞∑
t=0

βt [logCc
nt + logDnt+1] with Dnt+1 =

[∑
b

(κbnD
b
nt+1)

1− 1
η

] η
η−1

,

s.t PntC
c
nt +

∑
b

Db
nt+1 + int−1RntPnt−1 = r̂ntknt +

∑
b

Db
nt(1 + r̃bnt) + T c

nt (13)

knt+1 = knt(1− δ) + itn and kn0, {Db
n0, L

b
n0}b.

The budget constraint, equation (13), is expressed in nominal terms: capitalists’ income comes from renting

out capital at rental rate r̂nt, the payout of her previous deposits, and a transfer from the government T c
nt

which we specify below. Income is spent on consumption, new deposits, and repaying loans maturing at t.

Manipulating the first-order conditions of this problem, the demand for deposits from bank b is

Db
nt+1 = (κbn)

η−1

(
Qnt+1

qbnt+1

)η

Dnt+1, (14)

where

qbnt+1 ≡ 1−
(
1 + r̃bnt+1

)
︸ ︷︷ ︸

Return on deposits

/

(
(1− δ)Rnt+1Pnt

RntPnt−1 − r̂nt

)
︸ ︷︷ ︸
Return on investment

and Qnt+1 ≡

(∑
b

(
qbnt+1

κb
n

)1−η

) 1
1−η

. (15)

From the capitalist’s perspective, the total price of a deposit with bank b is qbnt+1. This cost captures the

dollar that she gives up when making a deposit, net of the interest income accruing tomorrow. The pecuniary

14We assume that the intra-temporal consumption problem of a capitalist is equivalent to the workers’ with the same elasticity
of substitution across goods.
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cost is adjusted by the marginal rate of substitution between periods. Moreover, the latter is linked to the

rate at which resources can be transferred by investing in physical capital. Thus, the return on investment

in physical capital can be used to adjust the future pecuniary benefit of a deposit in the definition of qbnt+1.

Deposits demand and consumption are given by

Dnt+1 =
Mnt

Qnt+1 +Qη
nt+1Q̃nt+1

, (16)

and PntC
c
nt =

Qnt+1Mnt

Qnt+1 +Qη
nt+1Q̃nt+1

, (17)

where we have used the definition of income Mnt ≡ r̂ntknt +
∑

b(1 + r̃bnt)D
b
nt − int−1RntPnt−1 and Q̃t+1

is an alternative index of qbnt+1, defined in the Appendix Section B.2.

From equation (10), equation (14) and equation (16) the demand for deposits and loans from each bank

b are

Db
nt+1 = (κbn)

η−1

(
Qnt+1

qbnt+1

)η
αMnt

Qnt+1 + αQη
nt+1Q̃nt+1

(18)

and Lb
nt+1 = (γbn)

σ−1

(
Rnt+1

1 + rbnt+1

)σ

intPnt. (19)

By increasing the interest rate on deposits r̃bt+1 (which translates into a decrease in qbt+1), the demand

for deposits from bank b increases. By increasing the interest rate on loans rbt+1, the demand for loans from

bank b decreases. We now turn to banks’ problem of setting interest rates, taking these two functions as

given.

4.1.4 Banks

The owner of bank b operates branches in a set of cities denoted by Cb. The cash flow of bank b at time t is

Πb
t ≡


∑
n∈Cb

Retail inflow︷ ︸︸ ︷
Lb
nt(1 + rbnt)(1− τ bn) +Db

nt+1−

Retail outflow︷ ︸︸ ︷
Lb
nt+1 −Db

nt(1 + r̃bnt)

+ F b
t+1 − (1 + rFt )F

b
t − T b

t .

Retail inflows at time t consist of loans maturing at t and new deposits issued at t in all cities where the

bank has branches. Retail outflows consist of loans issued at t and deposits maturing at t. The term τ bn

represents city–bank–specific taxes on loans (τ bn < 0 for subsidies). These taxes are zero in our baseline

scenario, but they play a role in the policy analysis in Section 6, where we study policies that correct market

power. The position of each bank in the interbank market is denoted by F b
t+1. All banks have access to the

same interbank interest rate rFt , and a positive value of F b
t+1 indicates that the bank borrows from other

banks. The term T b
t is a bank-specific lump-sum tax, defined below.

The bank owner chooses city-specific nominal interest rates on loans rbnt+1 and the cost of deposits qbnt+1

to maximize the discounted sum of cash flows net of a nonpecuniary cost of tapping into the interbank
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market.15 Banks must satisfy the balance sheet constraint equation (21). Finally, we assume that bank

owners face a nonpecuniary cost of tapping into the interbank market, which captures the forces discussed

in subsection 3.3. These nonpecuniary costs are assumed to be increasing in the amount borrowed or lent in

the interbank market, as in Oberfield et al. (2024). The parameter ϕ governs the elasticity of nonpecuniary

costs with respect to volume.

The problem of a bank owner is therefore

max
{{rbnt,q

b
nt},F b

t }∞t=0

∞∑
t=0

βt
{
Πb

t −
(
exp(ϕωb)− 1

)
(1 + rFt )F

b
t

}
(20)

s.t. [µbt ]
∑
n∈Cb

Lb
nt+1 =

∑
n∈Cb

Db
nt+1 + F b

t+1 ∀t, (21)

equation (11), equation (18), equation (19) ∀t,∀n ∈ Cb.

where we define

ωb ≡ F b
t∑

n∈Cb Db
nt

.

We assume oligopolistic competition in the loan market and monopolistic competition in the market for

deposits. That is, the bank owner takes the demand for deposits and loans given by equation (18) and

equation (19) as given and internalizes its own effect on the interest rate index Rnt, but not on Qnt or Q̃nt.
16

From the first-order conditions of this problem, the marginal cost of issuing loans for bank b is

MCb
t ≡

(
1
β + µbt

)
= exp(ϕωb)(1 + rFt+1)

(
1 + ϕωb

)
. (22)

From the perspective of a bank, the marginal cost of issuing a loan includes the dollar the bank must give

up today in exchange for a dollar tomorrow, in addition to the value of balance sheet space, captured by µbt .

The latter depends on who much the bank is currently tapping into the interbank market, as shown in the

last expression in equation (22).

Optimal local interest rates satisfy

(1 + rb∗nt+1)(1− τ bn) =
εLbnt

εLbnt − 1
MCb

t , (23)

qbnt+1 = − η

η − 1
β

{
exp(ϕωb)(1 + rFt+1)ϕ(ω

b)2 +MCb
t −

1

β

}
. (24)

where εLbnt ≡ −∂Lb
nt

∂rbnt

(1+rbnt)

Lb
nt

is the demand elasticity of loans. Equation (23) shows how loan markups vary

across cities depending on the local sensitivity of loan demand to interest rates. The local elasticity for a

15We write the bank’s problem in terms of the deposit cost qnt+1 instead of r̃nt+1 for simplicity; the interest rate can be
recovered from equation (15).

16We exclude oligopolistic competition in deposits to keep the analysis focused on loan rates, but it can be tractably incor-
porated into our framework.
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particular bank is is given by

εLbnt ≡ −∂L
b
nt

∂rbnt

(1 + rbnt)

Lb
nt

= σ
(
1− sbnt+1

)
+ sbnt+1 × εint+1, (25)

where εi,Rn ≡ − ∂int
∂Rnt+1

Rnt+1

int

at the steady state︷︸︸︷
=

1

β(1− δ)

[
1 +

DnQn

inRnPn

]
. (26)

and sbnt+1 ≡
(1+rbnt+1)L

b
nt+1

intRnt+1Pnt
is bank b’s local revenue share.

As in Atkeson and Burstein (2008), the local elasticity is a revenue-share-weighted average of the local

elasticity of substitution between banks, σ, and the city-level aggregate elasticity of investment with respect

to the price index, εin. We discuss the relationship between these two objects in Section 4.3 below.

Equation (24) shows that markdowns on deposits are constant in the model, which follows from our

assumption of monopolistic competition in the deposit market. The right-hand side of equation (24) includes

an additional term capturing the fact that deposits lower nonpecuniary costs.17

In Section 3 we documented that, following a shock to its deposit base, a bank issues more loans and

lowers its interest rates, and we used a simple partial equilibrium model to explain these results in subsection

3.3. The quantitative model captures the same intuition: an increase in deposits lowers marginal costs in

the right-hand side of equation (22), which translates into lower interest rates through equation (23) and

leads to higher lending through the loan demand function equation (10).

4.1.5 Fiscal policy

The government collects taxes and transfers the revenue back into the economy. In the baseline scenario, the

government levies taxes on banks and rebates the revenue to capitalists, both lump-sum from the perspective

of banks and capitalists. Taxes on bank b are

T b
t =

∑
n∈Cb

Lb
nt(r

b
nt(1− τ bn)− τ bn)−Db

ntr̃
b
nt − rFt Ft. (27)

The taxes defined in equation (27) are such that after-tax bank cash flows are zero at the steady state,

which makes the geographic location of bank owners irrelevant. The government uses these funds to finance

lump-sum transfers to capitalists,

T c
nt =

∑
b∈Bn

Lb
ntr

b
nt −Db

ntr̃
b
nt. (28)

With the transfers defined in equation (28), capitalist’s net interest losses (or gains) from interacting

with their local branches are undone by the government transfers. After defining the steady state, we show

that government finances are balanced.

Counterfactual analysis . To study the role of market power, we will analyze policies that undo markups.

These city-bank specific subsidies τ bn will be fully financed by a labor-income tax τ , which adjusts endoge-

17For analyses of market power on the deposit side, see Drechsler et al. (2017) and Albertazzi et al. (2024).
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nously to satisfy the government’s budget balance condition

τ
∑
n

wnℓn = −
B∑
b=1

∑
n∈Cb

Lb
n(1 + rbn)τ

b
n. (29)

As we show below, proportional taxes on labor income do not distort workers’ moving decisions, and

therefore provide a useful tool to undo the distortions coming from market power without incorporating

other distortions. Assuming that these policies are fully financed by taxing workers, naturally, is highly

demanding on the effect they can have on workers’ welfare, as we discuss in the quantitative analysis.

4.2 Steady state

Given a vector of productivity and amenity values, {zn, bn}n∈N , the set of cities in which each bank is

present, {Cb}b∈B and fiscal policy τ, {T b}b∈B, {Tn, {τ bn}b∈Bn}Nn=1, a steady state consists of a vector of prices

rF , {wn, pn, {rbn, r̃bn}b∈B}n∈N , and quantities {F b}b∈B, {ℓn, kn, in, yn, Cw
n , C

c
n, kn, {Lb

n, D
b
n}b∈B}n∈N , that sat-

isfy: (i) optimality for consumption shares, equation (7); (ii) the labor market clearing condition:18

ℓn =

(
bnwn(1−τ)

Pn

)β
ρ

∑N
i=1

(
biwi(1−τ)

Pi

)β
ρ

∀n, (30)

where ℓn is labor demand from local firms; (iii) capitalist’s consumption, saving and borrowing optimality

condition, equation (17), equation (18) and equation (19); (iv) optimality conditions from the bank owner’s

problem, equation (22), equation (23) and equation (24); (v) market clearing for final goods

wnℓn + r̂nkn =

N∑
i=1

πni

PiC
w
i + PiC

c
i +

∑
b∈Bi

Lb
i

 ∀n, (31)

where consumption of city n goods comes from workers and capitalists nationally; (vi) market clearing in

the interbank market,

∑
b

F b = 0; (32)

(vii) the definition of bank taxes and capitalist’s transfers, equation (27) and equation (28); and (viii) all

variables are time invariant.

4.2.1 Fiscal policy at the steady state

Bank profits are fully taxed at the steady state: Bank b’s cash flows are

18See Section B.1 for a derivation.
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Πb
t =

{∑
n

Lb
nt(1 + rbnt)(1− τ bn) +Db

nt+1 − Lb
nt+1 −Db

nt(1 + r̃bnt)
}
+ F b

t+1 − (1 + rFt )F
b
t − T b

t .

At a steady state in which Lb
n = Lb

nt, D
b
n = Db

nt, and F
b = F b

t for all t, and using equation (27),

Πb =
{∑

n

Lb
n(r

b
n(1− τ bn)− τ bn)−Db

nr̃
b
n

}
− rFF b − T b = 0.

Budget balance: The budget constraint of the government in the baseline case, τ bn = 0 ∀n, b is satisfied if

N∑
n=1

T c =
B∑
b=1

T b

N∑
n=1

∑
b∈Bn

Lb
nr

b
n −Db

nr̃
b
n =

B∑
b=1

∑
n∈Cb

Lb
nr

b
n −Db

nr̃
b
n − rFF b

rF
B∑
b=1

F b = 0

which follows from market clearing in the interbank market equation (32).

4.3 The determinants of local interest rates

Bordeu et al. (2025) show that there is substantial dispersion in interest rates across Chilean cities, even after

controlling for borrowing-firm characteristics and the identity of the lending bank. Moreover, interest rate

dispersion underlies our empirical results in Section 3, where we showed that, following a shock to deposits,

interest rates respond differently across cities. In the next section we show the ability of our model to match

both moments quantitatively; in the remainder of this section we discuss more generally the mechanisms at

play.

The model developed in this section rationalizes city-specific interest rates as an equilibrium outcome

driven by the extent of competition between local branches and banks’ marginal cost of funds, namely, their

ability to raise deposits. From equation (23), the optimal interest rate charged by bank b in city n in steady

state consists of a markup over the bank-specific marginal cost µb,19

1 + rbn =
σ − sbn∆n

σ − sbn∆n − 1
µb, where ∆n ≡ σ −

1 + DnQn

inRnPn

β(1− δ)
. (33)

The effective elasticity faced by a bank in a city is a weighted average of the elasticity of substitution across

banks, σ, and the local elasticity of investment with respect to interest rates. The latter is an endogenous

object in the model and is proportional to 1+ DnQn

inRnPn
(see Appendix Section B.2), reflecting that investment

demand is more elastic in cities where capitalists rely more on deposits, their alternative means to transfer

19All derivations in this subsection are relegated to Appendix Section B.4.
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resources inter-temporally other than investing in physical capital. This result highlights an important

difference between our framework and Atkeson and Burstein (2008), where the relevant elasticities arise

from the inner and outer nests in consumers’ preferences.

Equation (33) highlights that, in our model, the link between markups and market shares need not be

the same across cities. In cities with relatively inelastic investment demand (∆n > 0), banks with higher

market shares charge higher markups, as they face more inelastic demand at the margin than smaller banks,

which mostly capture loans from bigger banks when their interest rates go down. The opposite is true if

investment demand is relatively elastic (∆n < 0). The latter case would charaterize an economy in which

banks’ specialize strongly in banks of particular types, and it is very costly for firms in a particular sector

to borrow from a bank that is not their closes match. In such a world, σ would be small pushing towards

∆n < 0.

From equation (33), the loan-demand elasticity is higher in cities with a high value of deposits relative

to loans. Moreover, an increase in a bank’s local market share is associated with a lower increase in market

power in these cities. We can test for these predictions of the model in our data. The fifth and ninth columns

of Table 2 show the results of including the lagged deposit-loan ratio and an interaction between deposits

shocks and the lagged deposit-loan ratio in our baseline analysis of the spatial propagation of deposit shocks.

We indeed find that loan growth is higher in cities where the deposit-loan ratio is higher, while the effect of

the interaction on interest rates is close to zero.

To gain further intuition on the mechanisms in the model, assume that there are no city–bank–specific

matches, γbn = 1 for all n, b, and that interbank frictions are zero (ϕ = 0). Absent bank frictions, all banks

have the same marginal cost equal to the interbank rate, 1 + rF , and charge the same markup, leading to

equal market shares in the city. The loan-weighted interest rate any city n can therefore be written as

1 + rn =
∑
b

1 + rbn
Bn

=
σBn −∆n

Bn(σ − 1)−∆n
(1 + rF ), (34)

where Bn denotes the number of banks in city n. From this expression,

∂1 + rn
∂Bn

< 0 ⇐⇒ ∆n > 0.

Intuitively, an increase in the number of banks reduces the share of each individual bank and leads them

to choose markups based on the interbank elasticity of substitution, σ. Whenever ∆n > 0, this leads to a

reduction in the chosen markup. Equation (34) also highlights how, in our framework, local lending rates

depend on shocks in other cities through the interbank market. An increase in lending opportunities in

other cities, for example, increases the demand for funds by banks present in the shocked city, raising the

interbank market rate and crowding out lending from city n.

As discussed extensively in Section 3.3, our empirical findings indicate that frictions in the interbank

market play a role. To gain further intuition on how local interest rates depend on interbank frictions, we

take a first-order approximation around ϕ = 0 and calculate the loan-weighted average interest rate,

rn(ϕ) ≈ rn(0) +
2ϕ

Bn

Bn∑
b=1

marginal cost︷︸︸︷
ωb +

between-bank reallocation︷ ︸︸ ︷
(1− σ)(ωb − ωn)

( direct impact + markup responses︷ ︸︸ ︷
1 +

∆n

Bn(σ − ∆n
Bn

− 1)(σ − ∆n
Bn

)

)
(35)
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where ωn ≡
∑

b∈Bn F b∑
b∈Bn Db is the aggregate reliance on the interbank market by the banks present in city n.

Equation (35) decomposes the change in local interest rates relative to the frictionless benchmark (equa-

tion (34)) as a function of ϕ.20

The first channel is a change in marginal cost of funds for the local banks. Banks borrowing in the

interbank market (ωb > 0) face an increase in their marginal cost, which directly raises their interest rates.

By contrast, banks lending in the interbank market (ωb < 0) reduce their retail interest rates when interbank

market frictions increase. The opportunity cost of retail lending deteriorates for these banks. This result

highlights that the geographic segmentation of capital markets generates winners and losers: some cities are

better off if they host branches of banks with such an abundance of deposits that they are lenders in the

interbank market. The strength of this mechanism is governed by the size of ϕ.

The second group of effects is related to changes in market shares. Frictions induce differences in the

cost of funds across banks and, therefore, reallocation of loans away from banks with relatively higher costs,

i.e: banks that rely more on the interbank market than the average bank in the city. Finally, the last term

in equation (35) captures markup responses when market shares change.

Our model introduces two key ingredients relative to benchmark models at the intersection of banking and

spatial economics: frictions in an interbank market, which clears endogenously, and oligopolistic competition

in local credit markets. Having illustrated the role of these channels theoretically in a general environment,

we now turn to estimating the model to assess the quantitative importance of each channel.

5 Estimation

We estimate the model by matching our empirical results in Section 3 and the spatial distribution of em-

ployment, wages, and lending in 2015. Table 3 lists the parameters we borrow from the literature as well as

internally estimated parameters with their empirical counterparts.

We borrow µ, δ, β and ρ from Kleinman et al. (2023), who parameterize their model to the U.S. economy.

We set the value of the elasticity of substitution across final goods to 4, which is standard in the literature,

and assume that transport costs are a function of travel times, namely τij = t0.375ij (Redding and Rossi-

Hansberg, 2017). We borrow the deposit-elasticity of substitution across banks from Albertazzi et al. (2024),

who study deposit markdowns in Europe.

We estimate the loan-elasticity of substitution across banks, interbank frictions, and the vector of pro-

ductivities, amenities and city-bank matches jointly. The loan-elasticity of substitution and the parameter

for interbank frictions are tightly connected to the effect of deposit shocks on lending and interest rates

from Section 3. For higher values of σ, the increase in lending at the bank-level is associated with smaller

reductions in interest rates. For higher values of ϕ, deposit inflows have a stronger effect on lending, as

deposits constitute the main source of funds.

To replicate our empirical exercise in the model, we increase productivity by 1% in the cities with

the highest level of employment in the fishing industry in the data. We solve the model under the new

productivity values and treat this equilibrium as the equilibrium following the shock. We then replicate our

IV strategy in the model-generated data under different values of ϕ and σ, and pick those that are able to

much our estimates on quantities and prices reported in Table 2.

20The factor 2 comes from the functional-form assumption on nonpecuniary costs of tapping into the interbank market.
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We estimate the vector of city-bank matches for loans and deposits, γbn and κbn, to match the observed

value of loans and deposits at the city-bank level in 2015. Using the wages observed in the data, we estimate

the value of productivity {zn} and amenities {bn} in each city as those that rationalize observed labor

shares and such that model-implied market clearing conditions hold. For a full description of the estimation

algorithm, see Section C.1 and Section C.2.

Table 3: Estimated Parameters

A. External sources

Description Value/Range Source or Objective

µ Capital share 0.65 Kleinman et al. (2023)

δ Rate of depreciation 0.05 Kleinman et al. (2023)

β Discount factor 0.95 Kleinman et al. (2023)

ρ Such that the elasticity of migration to ϵd is 1
3 3β Kleinman et al. (2023)

σc Elasticity of substitution (consumption) 4 Redding and Rossi-Hansberg (2017)

{τnj}n,j=1,..,N Elasticity of trade costs to travel times tij t0.375ij Redding and Rossi-Hansberg (2017)

η Elasticity of substitution (deposits) 1.6 Albertazzi et al. (2024)

B. Internally estimated

ϕ Cost of wholesale funding 0.17 Quantity IV results in Section 3

σ Elasticity of substitution (loans) 16.8 Price IV results in Section 3

{zn}Nn=1 Productivity [0.08,1.01] Wages

{bn}Nn=1 Amenity [0 ,69] Employment

{{γbn}b∈Bn}Nn=1 Bank-city match [6.3, 15.4] Loans

{{κbn}b∈Bn}Nn=1 Bank-city match [0, 5.9] Deposits

5.1 Discussion

Interbank frictions. Our estimate implies that the average bank borrowing in the interbank market in

the baseline scenario, for which interbank funding represents 3% of deposits, pays a non-pecuniary borrowing

cost of 0.6%. That is, a bank borrowing in the interbank market for a market interest rate of 1% would act

as if the interest rate was approximately 1.6%. In other words, borrowing banks face frictions approximately

equal to 60 basis points on the margin.

Productivity and amenities. Figure 3a shows the estimated local amenities against employment shares.

The two are tightly connected through the lens of the model. Figure 3b shows the estimated productivity

values against average local wages from the data. Wages and productivity are positively related, but the re-

lationship is not as tight because the model imposes market clearing, which introduces additional constraints

on wages besides the direct effect of productivity.

City-bank matches. The full estimates of {γbn} are shown in Section C.2 in the Appendix. While micro-

founding the origins of city-bank matches is beyond the scope of this paper, we find a positive role for the

number of local branches (which may reduce the distance between clients and the bank). We estimate

γ̂bn = β0 + β × LogBranchesbn + γn + γb + ϵbn
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using data on the number of branches in each city-bank pair in December 2015. The left-hand side includes

our estimates of city-bank matches. By including city fixed effects, our results capture the effect of having a

higher share of the local branches. By including bank fixed effects, our results are not mechanically capturing

other qualities that differentiate banks. We estimate a positive and statistically significant coefficient on log-

branches, indicating that the number of branches within cities plays a role (Appendix Table 7).

(a) Employment Data and Estimated Amenities (b) Wage Data and Estimated Productivities

Figure 3: Estimated Residential Amenities and Productivity Parameters

6 Interbank frictions, market power, and the spatial allocation of capital

As emphasized by Hsieh and Klenow (2009) and a vast literature on the effects of misallocation, dispersion

in the marginal productivity of factors of production reduces the efficiency of the economy. Figure 4 shows

the dispersion in the marginal productivity of capital (MPK) across cities in our baseline scenario.

In our model, the local MPK is closely related to local interest rates. Interest rates differ across cities

mainly because of two channels. First, interbank frictions imply that the marginal cost of funds differs across

banks: banks with better access to deposits face lower marginal costs of issuing loans. Second, market power

implies that a bank charges higher interest rates in cities where its market shares are larger.

Figure 4: Spatial dispersion of the marginal productivity of capital
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In the rest of this section we use the quantified version of our model to study whether interbank frictions

or market power have stronger effects on MPK dispersion and, ultimately, productivity and welfare. Given

our assumption of no migration costs, workers’ expected welfare equalizes in space.21 Expected worker

welfare and the welfare of the capitalist in city n are, respectively,

V
w
=

(
N∑

n=1

(
bnwn

Pn

)θ
) 1

θ

and V c
n = Cc

nDn.

No interbank frictions. We eliminate the non-pecuniary costs of accessing the interbank market by

setting ϕ = 0 and recompute the steady state. The marginal cost of funds equalizes across banks, which

would—all else equal—compress spatial interest rate dispersion. However, the dispersion in marginal product

of capital (MPK) actually increases by 3.0%, as endogenous markup adjustments more than offset the decline

in cost dispersion. Figure 4 shows the distribution of MPK in this experiment and in Figure 5 we plot the

average markup change for each bank against the change in each bank’s marginal cost. Banks experiencing

cost reductions respond by increasing markups, while those facing cost increases reduce them.

Despite higher MPK dispersion, aggregate GDP rises by 0.4%, driven by increased investment. Worker

welfare increases by 0.03%, while the median increase in capitalists welfare across cities is 0.8%. The average

capitalist welfare, however, declines by 0.4%, which highlights the heterogeneous effect of this policy across

cities.

The bank network has heterogeneous effects in space, as we discussed analytically in Section 4.3. Cities

benefit from competition between banks and from hosting banks with ample access to deposits, which can

lend at lower rates. Cities that previously benefited from geographic segmentation of capital markets lose

when banks with local presence find it easier to lend to other banks. Inf Figure 5b we illustrate this

heterogeneity by plotting investment responses against exogenous city productivity. Cities at the bottom of

the productivity distribution are worse off when interbank lending becomes easier.

(a) No financial frictions: Effects across cities (b) Heterogeneous Investment Responses

Figure 5: Counterfactual Analysis

21Realized welfare does not, as it includes idiosyncratic shocks.
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No markups. We calculate the steady state of an economy in which city-bank specific subsidies correct

markups,

1− τ bn =
ϵL,bn − 1

ϵL,bn

∀n, b

and, from equation (23), 1 + rbn = MCb ∀n, b.

Eliminating markups leads to a reduction in MPK dispersion of 23%, shown in Figure 4. Jointly with an

increase in investment, this leads to a 2.9% increase in productivity. The welfare of workers goes up barely

by 0.05%, as they bear the full cost of the subsidies. Their pretax welfare increases by 2.9%. Compared to

our previous counterfactual, this policy is more beneficial for capitalists, whose average welfare goes up by

4.1%.

Constant markups. We solve for the steady state of an economy in which city-bank specific subsidies are

such that markups replicate monopolistic competition markups,

1− τ bn =
ϵL,bn − 1

ϵL,bn

σ − 1

σ
∀n, b

and, from equation (23), 1 + rbn =
σ

σ − 1
MCb ∀n, b.

Equalizing markups in space leads to a reduction in the spatial dispersion of MPK of 17%, which, jointly

with an increase in investment, leads GDP to increase by 0.5%. Capitalist welfare increases by 1.5% on

average, while worker welfare remains fairly constant. Their pre-tax welfare increases by 0.6%.

Table 4 summarizes our quantitative results on the role of the observed bank network. Our main quan-

titative conclusion is that local market power has the strongest effect on productivity and welfare. In each

experiment, the increase in productivity results from both an increase in overall investment and better

allocation of capital across cities.

Table 4: The role of interbank frictions and market power

No interbank
frictions

No markups Constant markups

Steady state outcomes
Aggregate productivity 0.04% 2.9% 0.5%
MPK dispersion 3.0% -23% -17%

Workers
Welfare 0.03% 0.05% ∼0%
Pre-tax welfare 0.03% 2.9% 0.6%

Capitalists
Average welfare -0.4% 4.1% 1.5%
Median welfare 0.8% 1.1% -1.4%

25



7 Bank mergers

While our results in Section 6 suggest an important role for banks’ market power, city-bank specific subsidies

are rarely used in practice. On the other hand, evaluating and regulating bank mergers are recurrent questions

facing policymakers. In Chile alone, four large bank mergers occurred during 2000-2020 (Marivil et al., 2021).

A natural concern with bank mergers is that lower competition will lead to higher interest rates. In

Chile, where the median number of banks per city is three, bank mergers could lead to a substantial increase

in markups in cities where both merging banks were present before the merger. Bank mergers, on the other

hand, can enhance the efficiency of the banking sector if they allow the merging banks to circumvent the

interbank market. Our framework with oligopolistic competition allows us to capture both sides of the

trade-off.

Using the quantified version of our model, we evaluate every possible two-bank merger between the twelve

largest banks in our data, leading to sixty-six mergers. For each merger, we compute the steady state of the

economy where the two banks merge. We assume that the city-bank match, γbn and κbn of the merged bank

equals the maximum among the two merging banks in city n whenever both banks are present in the city.

We focus on worker welfare, productivity, and the average markup for each merger.

The economic effects of mergers are heterogeneous. The change in welfare ranges between −1.1% and

≈ 0%; the increase in markups varies between ≈ 0% and 0.8%.

A first determinant of the welfare effect of a merger is the overlap in space of the two merging banks. We

calculate geographic overlap as the percentage of cities where banks overlap relative to the largest number

of cities in which each of the merging banks has branches.22 If both banks have branches in the same cities,

the merger will lead to a strong increase in markups without improving financial integration.

Figure 6 shows the effects of each merger as a function of city overlap. Figure 6a shows that the increase

in markups is higher when banks’ overlap in more cities. Figure 6b shows that the increase in markups is a

key driver of welfare losses: higher markups lead to lower welfare.

(a) ∆ Markup (b) ∆ Welfare

Figure 6: Mergers’ outcomes as a function of geographic overlap

We then sort mergers according to the financial integration dimension. If the two merging banks have

22That is, if Bank A, present in 10 cities, merges with Bank B, present in 8 cities, and the overlap in 5 cities, the city overlap
would be 50%.
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opposite positions with the interbank market, merging allows them to transfer funds internally, bypassing

the frictions associated with the interbank market. We define a measure of differences in merging banks’

position in the interbank market as

Ratio of interbank market positions between A and B =
min

(
FA, FB

)
max (FA, FB)

.

The ratio takes the value of one if both banks have the same position in the interbank market; it is positive

if both banks are borrowing or lending, and negative if they take opposite positions in the interbank market.

The ratio is large in absolute value if the gap between banks’ positions is large.

Whenever both banks’ reliance on the interbank market is similar, merging will not change their reliance

on it. Indeed, Figure 7 shows that markup reductions and welfare effects are larger when merging banks

have opposite positions in the interbank market. Merging allows these banks to circumvent the interbank

market.

(a) ∆ Markup (b) ∆ Welfare

Figure 7: Mergers’ outcomes as a function of banks’ position in the interbank market

8 Conclusion

In this paper we make two main contributions. Empirically, we show that localized deposit shocks lead to

more lending and reductions in interest rates by exposed banks. Moreover, we show that loan growth is

concentrated in cities where banks hold a low share of the loan market. Our results complement and extend

findings on banks’ lending responses to deposit inflows. Previous studies did not study the interest rate

response nor include banks’ local market power into the analysis (Becker, 2007; Gilje et al., 2016; Bustos

et al., 2020). Our results align with studies in industrial organization and finance which incorporate banks’

local market power (Wang et al., 2020; Aguirregabiria et al., 2025).

We develop a novel theory with oligopolistic competition and interbank frictions which rationalizes our

empirical results and allows us to study their general equilibrium implications. We use the quantified version

of our model to isolate two features of the observed branch network and their effect on economic outcomes

in Chile. First, we study a counterfactual economy without interbank frictions and find that these frictions

affect the allocation of capital across banks, which results in a decline in aggregate productivity of around

0.4%. Local market power reduces productivity by 0.5% by distorting the allocation of capital across cities.
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The policy implications of these results are not straightforward, as we keep the distribution of bank branches

fixed throughout the analysis. A full-fledged analysis of policies addressing market power should incorporate

bank’s branching decisions, as in Oberfield et al. (2024). We view integrating banks’ entry decisions with

oligopolistic competition as a fruitful avenue for future research.

Finally, we use the model to assess all possible two-bank mergers in Chile. Bank mergers are a common

challenge for policy makers: in Chile alone, four large banks merged between 2000 and 2020 (Marivil et al.,

2021). A spatial perspective sheds light on the trade-offs associated with bank mergers. Our main results are

that the welfare effects of bank mergers are higher when the merging banks have little geographic overlap,

which limits the increase in markups, and when one of them borrows and the other lends in the interbank

market. In such cases, merging allows them to channel funds internally and bypass the frictions associated

with the interbank market.
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across Space,” Technical Report, Banco Central de Chile April 2025.

Bronnenberg, Bart J., Sanjay K. Dhar, and Jean-Pierre Dubé, “Consumer Packaged Goods in the
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9 Appendix

A Empirical appendix

A.1 Chile’s financial development

We use public data from the World Bank, accessed online on June 2024. Figure 8 below shows the evolution
of the two indicators of financial development mentioned in the main text.

Figure 8: Financial development

A.2 The importance of banks for domestic credit in Chile: Survey evidence

Firms and households rely mostly on banks for financial services and local branches play a significant role.

Firms. To delve deeper into the importance of banks for private firms in Chile, we rely on firm-level data
from the 2015 Encuesta Longitudinal de Empresas (ELE), a nationally representative survey that includes
a module on firms’ sources of credit. We calculate the percentage of private firms that borrow from banks
and the percentage of firms for which banks constitute the main source of credit. We exclude Santiago, the
capital city and home to approximately 29% of the population and bigger firms, to show that Santiago does
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not drive the results. The first two columns of Table 5 show that banks stand out as the main source of
credit for large private firms outside the capital area.

Table 5: Credit sources for firms (excluding Santiago)

Firm size 2015 ELE

% borrows from
banks

% biggest loan
comes from banks

% private
employment

Micro 57.1 16.7 7.7

Small 66.4 29.6 39.3

Medium 77.7 42.1 21.9

Large 80.5 50.4 30.1

Households. In 2007 and 2017, the Encuesta Financiera de Hogares (EFH), a nationally representative
survey of households’ financial behavior, included modules on the financial assets held by households; using
these modules, we first document that households rely significantly on banks to purchase financial assets
(compared to other institutions) and, secondly, that Internet banking remains limited.

In the EFH we separately observe the total amount invested by an individual household in stocks, mutual
funds, fixed income, saving accounts, and other instruments. The survey contains information on the financial
institution through which these assets were purchased. Panel A in Table 6 shows — for the sub-sample of
respondents with positive financial assets — what percentage of savings were allocated to each asset and
the percentage of respondents who used banks to purchase that asset. Banks are the primary institutions
used by households to invest in mutual funds and fixed-income assets and to open savings accounts. These
represent around half the total investment in financial assets in 2007 and 2017.

The main concern regarding reliance on local branches is the expansion of Internet banking, which makes
it easier to save and borrow from geographically distant banks. The EFH includes a question on the use of
Internet banking, where people are asked whether they used the Internet to carry out a variety of financial
transactions. Panel B in Table 6 shows the share of respondents who used the Internet to purchase financial
assets or get new loans. In both cases, we calculate the percentage over the total number of respondents
who either purchase assets or get new loans. Internet was used more intensively to purchase new financial
assets than to get loans. Although there was an increase in both uses between 2007 and 2017, a majority of
the transactions still happen in physical branches. Moreover, the survey does not distinguish between new
transactions and the first transaction with a bank, therefore representing an upper bound on the reliance on
the Internet to start new financial relationships with an institution.

A.3 Concentration in banking industry

We calculate the market share for top banks using aggregate data from the CMF. Results are shown in
Figure 9.
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Table 6: Households’ savings behavior

A. Asset types 2007 EFH 2017 EFH

% of assets % purchased
through banks

% of assets % purchased
through banks

Stock 19.1 36.1 15.1 44.2

Mutual Fund 30.8 80.4 24.3 83.7

Fixed-income 9.4 82.9 21.3 90.0

Saving Account 7.0 91.6 7.3 72.3

Other 33.6 - 31.7 -

B. Used the internet to... % respondents in 2007 % respondents in 2017

purchase financial assets 6.5 21.0

get a loan 0.3 2.1

Figure 9: Concentration in the Banking Industry

A.4 Spatial Clustering of Banks

To determine whether banks’ economic activity is geographically clustered we follow the approach in Conley
and Topa (2002), who study the degree of spatial correlation in unemployment between neighborhoods. More
closely related to our setting, the approach has been used to study the degree of geographical concentration
in market shares for a variety of consumer goods in Bronnenberg et al. (2007). For this exercise, we use
aggregate data from the year 2015 (publicly available through the CMF) and focus exclusively on banks
present in at least ten cities in 2015. These banks explained 96.8% of all the outstanding loans in that year.
We exclude the metropolitan area around Santiago.

Extensive margin. First, we define the dummy variable Xib, which takes the value 1 if bank b gave any loans
in city i. We are interested in the correlation of Xib between pairs of cities i, j as the distance between i and
j changes. Figure 10 shows these correlations for each individual bank, where we have defined bins of 250
kilometers in size.

A correlation close to zero suggests that banks’ presence is independent across cities. To determine
how close to zero the observed measures of correlation would be if the Xib were independent we follow the
bootstrap approach in Conley and Topa (2002). We create 100 samples in which we randomize the identity of
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the cities in which each bank is present by drawing (with replacement) from the observed distribution of that
particular bank. The two dashed lines in each figure show the 90% confidence interval across bootstrapped
samples. For almost all banks and all distance bins we cannot reject that the observed correlations are
different than what we would observe if banks’ presence was independent across cities.

Figure 10: Spatial Correlation in Bank’s Presence (Extensive Margin)

Intensive margin. To complement the previous analysis, we study whether there is spatial correlation in
market shares (conditional on banks’ presence). The approach is analogous to the one described above
except that, in this case, the outcome variable is defined as the share of outstanding loans in city i issued
by bank b in 2015. When we construct the confidence intervals, we randomize the particular market share
of a bank in a city without changing the cities in which a bank is present, therefore focusing exclusively on
the intensive margin.

Figure 11 shows the results. The conclusion is similar to the one before, albeit less clear-cut. Banco de
Crédito e Inversiones and Banco Santander exhibit patterns of geographical clustering in market shares.
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Figure 11: Spatial Correlation in Loan Market Shares (Intensive Margin)

A.5 Details on the Shift-Share IV

We use data from the IMF Commodity Price series. Figure 12 shows the evolution of the world price of
salmon at a monthly frequency.

Figure 12: World Price of Salmon

Figure 13 shows the share of local employment in the Fishing industry. The industry is concentrated in
the Southern region.
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Figure 13: Share of local employment in the fishing industry
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B Mathematical appendix

B.1 Workers

Starting from equation (8) in the main text we derive steady-state employment shares. Using properties of
the T1EV distribution of idiosyncratic shocks and dropping time-subindices (as we focus on a steady state),
the value function of a worker who has moved to n is

vn = ln bnt + ln
wn(1− τ ss)

Pnt
+ ρ ln

( N∑
d=1

exp
(
β
ρ vd

))
.

Then,

exp
(β
ρ
vn

)
= b

β
ρ
n × [wn(1− τ ss)]

β
ρ × P

−β
ρ

n ×
( N∑

d=1

exp
(
β
ρ vd

))β
.

We define

ϕ ≡
N∑
d=1

exp
(
β
ρ vd

)
. (36)

The steady-state value of ϕ solves

ϕ =
N∑
d=1

b

β
ρ
d × [wd(1− τ ss)]

β
ρ × P

−β
ρ

d × ϕβ (37)

=
( N∑

d=1

b

β
ρ
d × [wd(1− τ ss)]

β
ρ × P

−β
ρ

d

) 1
1−β

(38)

From the T1EV assumption for idiosyncratic shocks, migration shares between any cities n and d are

Mnd = ℓd =
exp
(
β
ρ vd

)
∑N

m=1 exp
(
β
ρ vm

) = exp
(β
ρ
vd

)
ϕ−1 = b

β
ρ

d [wd(1− τ ss)]
β
ρ P

−β
ρ

d ϕβ−1.

Given that we have normalized the population to 1, migration shares and population equalize in the
steady state. The expression for population in the main text, equation (30), follows.

B.2 Capitalists

For this subsection we drop n from the sub-indices for clarity, as the problem is isomorphic for all capitalists.
The problem of the capitalist can be divided in two stages. In a first stage, the capitalist decides from
which banks to borrow in order to finance a level of investment it at the lowest cost. In a second stage she
maximizes her welfare by deciding how much investment to make taking the cost of investment, Lt(it), as
given. We begin by solving the latter.

Solving for Lt(it) The problem of minimizing the cost of investment is
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Lt(it) = min
{Lb

t+1}b

∑
b∈B

Lb
t+1(1 + rbt+1) (39)

s.t. it =
[∑
b∈B

(γb
Lb
t+1

Pt
)
σ−1
σ

] σ
σ−1

, (40)

From the first order condition with respect to an arbitrary Lb
t+1,

µ(γ
b

Pt
)
σ−1
σ

( it

Lb
t+1

) 1
σ
= (1 + rbt+1), (41)

where µ is the multiplier associated with the constraint in equation (40). Taking the ratio of equation (41)
for two banks b and b′,

Lb′
t+1

Lb
t+1

=
(1 + rbt+1

1 + rb
′
t−1

)σ(γb′
γb

)σ−1
. (42)

From here, picking an arbitrary b′:

it =
(∑

b∈B
(γb

Lb
t+1

Pt
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σ−1
σ
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σ−1

= (1 + rb
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σ(γb
′
)1−σ Lb′

t+1

Pt

[∑
b∈B

(
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Defining Rt+1 ≡
[∑

b∈B(
1+rbt+1

γb )1−σ
] 1

1−σ
,

itR
σ
t+1 = (1 + rbt+1)

σ(γb)1−σ Lb
t+1

Pt
(44)

and, therefore, we can express the equilibrium loans from bank b as

Lb
t+1

Pt
=
( Rt+1

1 + rbt+1

)σ
it(γ

b)σ−1, (45)

which shows as equation (10) in the main text. From equation (45) and the definition of Lt(it),

Lt(it) =
∑
b∈B

Lb
t+1(1 + rbt+1) = itRt+1Pt. (46)

which shows as equation (12) in the main text.

Capitalist’s full problem The full problem of the capitalist is

max
{Cc

t ,D
b
t+1,kt+1}∞t=0
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t=0

βt
[
logCc

t + logDnt+1

]
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r̂tkt
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(47)

Dt+1 =
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b

(κbDb
t+1)

1− 1
η

] η
η−1

(48)

k0, {Db
0, L

b
0}b

where we have replaced it−1 = kt − kt−1(1 − δ) and expressed the budget constraint in real terms. The
first-order conditions with respect to kt, C

c
t and Db

t+1 are
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λt
r̂t
Pt

+ λt+1
(1− δ)Rt+1Pt

Pt+1
= λt

RtPt−1

Pt
, (49)

βt
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= λt, (50)

and βtD
1−η
η

t+1 (D
b
t+1)

− 1
η (κb)

η−1
η + λt+1

1 + r̃bt+1

Pt+1
=
λt
Pt
. (51)

Equation (49) equates the marginal benefit of an extra unit of capital in period t, which consists of the
per-period rental rate and the extra capital she would carry to period t + 1, to its cost, loan repayment in
period t. The first order condition with respect to consumption, equation (50), is standard. The first order
condition with respect to deposits in a specific bank, equation (51), reflects the dual role of deposits in the
model: they enter directly into the utility function and are means for transferring resources between periods.

By combining equation (49) and equation (50) we derive the following Euler equation,

Pt+1Ct+1

PtCt
= β(1− δ)

Rt+1Pt

RtPt−1 − r̂t
. (52)

Replacing equation (50) into equation (51), and then replacing Ct+1Pt+1 from equation (52),

1

Dt+1
(κb)

η−1
η

(
Dt+1
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) 1
η

=
1

PtCt

[
1−
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(1− δ)Rt+1Pt

]
. (53)

Dividing this equation for two banks, b and b′,

Db
t+1

Db′
t+1
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(
κb
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(
qbt+1

qb
′

t+1

)−η

, (54)

where we defined qbt+1 as

qbt+1 ≡ 1−
(
1 + r̃bt+1

)
/

(
(1− δ)Rt+1Pt

RtPt−1 − r̂t

)
. (55)

We define the deposit price index as

Qt+1 ≡

(∑
b

(
qbt+1

κb )1−η

) 1
1−η

. (56)

It follows from equation (54) and the definition of Dt+1 that the supply of deposits to bank b is given by

Db
t+1 = Dt+1(κ

b)η−1

(
Qt+1

qbt+1

)η

. (57)

Replacing this back into equation (53) we obtain that the capitalist equalizes of expenditure on the two
‘goods’ available to her, consumption and deposits,

Dt+1Qt+1 = PtCt. (58)

The nominal value of total deposits at t is given by
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where Q̃t+1 ≡
∑

b κ
b)η−1(qbt+1)

−η. Plugging equation (59) into the budget constraint, equation (47),
using equation (58) and defining Mt as
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and PtC
c
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which are equations equation (16) and equation (17) in the main text.

B.2.1 Derivatives at the steady state

Having calculated capitalists’ demand for loans and deposits, we calculate the derivatives of these functions
with respect to the cost of loans and deposits (r and q respectively). Throughout, we will use the fact that
in a steady state, the Euler equation equation (52) becomes

1 =
β(1− δ)RnPn

RnPn − r̂n
. (61)

Derivative of L with respect to r. The demand function for loans is

Lb
t+1 = Ptit(Rt+1)(γ

b)σ−1

(
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1 + rbt+1

)σ

.
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The derivative and elasticity of loans with respect to r are, respectively,
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.

To calculate the elasticity of investment with respect to the interest rate R, start from the budget
constraint equation (47) evaluated at t+ 1 and the Euler equation, equation (52),
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Evaluated at the steady state, this expression can be simplified to
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which shows as equation (26) in the main text. Plugging this back into the loan-elasticity,

ϵL,rn = σ(1− sbn) + sbnϵ
i,R
n .

which shows as equation (25) in the main text.
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B.3 Banks

We assume oligopolistic competition at the local level in loans, and monopolistic competition on the deposit
side. While our framework is amenable to incorporating oilgopolistic competition on deposits, we prefer to
assume monopolistic competition given that it is arguably easier for depositors to move their money between
banks.

Omitting super-script b to keep notation clean, the problem of a bank is described as

max
{{rnt,r̃nt},Ft}∞t=0

∞∑
t=0

βt
{∑

n
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}
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∑
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(62)

Where µt =
λt

βt+1 . This expression for the marginal cost is equation (22) in the main text.
The first order condition with respect to Lnt reads
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Solving for the interest rate,
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which is equation (23) in the main text. The first order condition with respect to deposits reads
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In equation (24) we have substituted ϵD = η given our monopolistic competition assumption.
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B.4 Special case in Section 4.3

We consider the special case in which γbn = 1∀n, b. We first solve for the average interest rate in city n in
the case with ϕ = 0, and then we consider a first-order deviation around it.

If ϕ = 0, it is clear from the expression of the marginal cost in the main text, equation (22), that
MCb = (1 + rF ) for all banks. Access to deposits does not play a role in an economy in which banks can
borrow from each other costlessly. It follows that all banks in a city will charge the same interest rate and
market shares will be

sbn =
1

Bn
(65)

where Bn denotes the number of banks with branches in city n. From here, it follows that the optimal
interest rate charged by any bank b in city nwill be

1 + rbn =
σBn −∆n

Bn(σ − 1)−∆n
(1 + rF ) (66)

where the markup is the same across banks, as market shares are equal. The loan-weighted average
interest rate in city n is

1 + rn =
∑
b

(1 + rbn)

Bn
= Bn

Bn

σBn −∆n

Bn(σ − 1)−∆n
(1 + rF ) (67)

which is equation (33) in the main text.

Derivatives with respect to ϕ. We now turn to calculating derivatives with respect to interbank frictions ϕ
evaluated at the benchmark with ϕ = 0. Start from equation (22),

∂MCb

∂ϕ
= exp(ϕF

b

Db )
F b
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Db ) + exp(ϕF
b
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∂MCb
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b

Db . (69)

Using MKb to denote the markup charged by bank b in city n, we can write the share of bank b in city
n and the derivative of this share with respect to an increase in banks b’s marginal cost as
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(1 + rbn)
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n
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The derivative of bank b’s market share with respect to the marginal cost of a different bank v is
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With these objects, we can calculate

∂sbn
∂ϕ

|ϕ=0 =

Bn∑
v=1

∂sbn
∂MCv

∂MCv

∂ϕ
|ϕ=0 (79)

=
1− σ

(1 + rF )

Bn − 1

B2
n

2(1 + rF )F
b

Db +
∑
v ̸=b

−(1− σ)

(1 + rF )B2
n

2(1 + rF )
F v

Dv
(80)

=
2(1− σ)

B2
n

(
(Bn − 1)

F b

Db
−
∑
v ̸=b

F v

Dv

)
(81)

=
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(82)

which states that a banks’ market share will increase if the bank relies less on the interbank market than
the average bank in the city. In the last step, we used the definition from the main text, ωb = F b

Db and defined

ωn ≡ 1
Bn

∑Bn
v=1

F v

Dv .
Finally, we calculate the response of the markup charged by bank b if its market share goes up,

MKb =
σ − sbn∆n

σ − sbn∆n − 1
(83)

∂MKb

∂sbn
=

−∆n(σ − sbn∆n − 1) + (σ − sbn∆n)∆n

(σ − sbn∆n − 1)2
(84)

∂MKb

∂sbn
|ϕ=0 =

∆n

(σ − sbn∆n − 1)2
=

∆n

(σ − ∆n
Bn

− 1)2
(85)

We take a first-order approximation around the frictionless benchmark

1 + rn(ϕ) ≈ 1 + rn|ϕ=0 +

Bn∑
b=1

(∂sbn
∂ϕ

(1 + rbn) + sbn
∂(1 + rbn)

∂ϕ

)
|ϕ=0 × ϕ (86)

≈ 1 + rn|ϕ=0 +

Bn∑
b=1

(∂sbn
∂ϕ

(1 + rbn) + sbn
(
MCb∂MKb

∂ϕ
+
∂MCb

∂ϕ
MKb

))
|ϕ=0 × ϕ (87)

≈ 1 + rn|ϕ=0 +

Bn∑
b=1

(2(1− σ)(ωb − ωn)

Bn
(1 + rbn) + sbn

(
MCb∂MKb

∂ϕ
+
∂MCb

∂ϕ
MKb

))
|ϕ=0 × ϕ (88)

To proceed, note that
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= 2sbn(1 + rbn)
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where in the last line we multiplied and divided the relevant terms to obtain (1 + rbn). From here,

sbn
(
MCb∂MKb

∂ϕ
+
∂MCb

∂ϕ
MKb

)
|ϕ=0 = 2

(1 + rbn)

Bn

( ∆n(1− σ)(ωb − ωn)
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Bn

)Bn

+ ωb
)
. (91)

Putting it all together, and using that 1 + rn = 1 + rbn when ϕ = 0,

1 + rn(ϕ) ≈ 1 + rn|ϕ=0

(
1 +

2ϕ

Bn

Bn∑
b=1

[(1− σ)(ωb − ωn) + ωb + ∆n(1−σ)(ωb−ωn)

Bn(σ−∆n
Bn

−1)(σ−∆n
Bn

)
]

)
(92)

Taking logs on both sides we get equation (35) in the main text.

C Estimation Appendix

C.1 Estimation algorithm

Our estimation strategy proceeds in two stages. In the outer loop, we search over structural parame-
ters Γo ≡ {σ, ϕ}. For each candidate value of {σ, ϕ}, the inner loop inverts the model to recover ΓI ≡
{zn, bn, {γbn, κbn}b∈Cb}Nn=1. Our estimated Γo is chosen to match the estimated effects of deposit shocks on
loan quantities and interest rates from Section 3.

Inner loop For a given pair {σ, ϕ}, we recover the model’s implied fundamentals ΓI in four steps.
Step 1: City-bank match parameters. We estimate the city-bank match parameters {γbn} and {κbn} to

exactly replicate observed loan and deposit volumes at the city-bank level in 2015.23

In the data we observe total loan repayment in each city,

L(in) =
∑
b∈Bn

(1 + rb)Lb
n.

In the model, loan repayment equals investment expenditure: L(in) = inRnPn. Using the loan demand
function, equation (10), we can write loan volumes as a function of the match parameters

Lb
n = L(in)

Rσ0−1
n

(1 + rbn)
σ0
(γbn)

σ0−1.

This yields a system of Ñ equations in Ñ unknowns (where Ñ is the number of city-bank pairs operating
in Chile in 2015). Solving this system delivers estimates {γ̂bn} that perfectly rationalize observed city-bank

23We cannot extract information specific to a bank from the micro-data, so in this section we use publicly available data on
new loans by city-bank, the average interest rate by bank, and the average interest rate by city from the CMF.
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loan volumes.
To estimate κbn, we use data on average deposit rates by bank in 2015. Under our assumption of mo-

nopolistic competition in the deposit market, banks offer uniform deposit rates across all cities they serve.
In steady state, equation equation (54) implies that the ratio of deposits from two banks in the same city
satisfies:

Db
n

Db′
n

=

(
κb

κb′

)η−1(
β − (1 + rbn)

β − (1 + rb′n )

)−η

. (93)

For each city n, we normalize κbn = 1 for one bank, then use equation equation (93) to solve for κbn for all
other banks operating in that city. Finally, we normalize the city-level average of κbn to equal one.

Step 2: Free-on-board prices. Given the estimated match parameters, we solve for the vector of (unob-
served) free-on-board prices {pn} that rationalizes the observed spatial distribution of wages and employment
as an equilibrium. This requires imposing goods market clearing in all N cities. We normalize the average
price of local goods to one, yielding N independent equations in N unknowns.

Step 3: Local productivities. With prices {p̂n} in hand, we back out city-specific productivities from the
zero-profit condition:

ẑn =
wµ
n r̂1−µ

p̂n
, (94)

where wn is observed in the data and r̂n is the estimated marginal product of capital in city n. We recover r̂n
from equation (61) using our estimates of γbn from Step 1, which allow us to compute the loan price indices
Rn and Pn.

Step 4: Local amenities. Finally, we recover amenities {b̂n} as the values that rationalize the observed
distribution of workers across cities as a migration equilibrium. These are pinned down by the labor market
clearing condition, equation (30), where all other terms are now known. We normalize the average amenity
to equal one.

Outer loop We search over the structural parameters Γo = {σ, ϕ} to match our reduced-form empirical
estimates from Section 3.

To construct model-based analogs of our empirical moments, we proceed as follows. We increase produc-
tivity by 1% in the fishing cities (those with high employment shares in fishing). For each candidate {σ, ϕ},
we solve for the new equilibrium and implement the empirical strategy used in Section 3.

Specifically, we construct bank-level exposure to the shock as in equation (2) as the share of each bank’s
baseline deposits originating in fishing cities. We then run a first-stage regression at the bank level of the
change in log total deposits on this exposure measure. Using predicted deposit growth from this first stage,
we estimate second-stage regressions at the city-bank level:

• Quantity response: Change in log loans at the city-bank level.

• Price response: Change in log(1 + rbn) at the city-bank level.

These second-stage specifications correspond to equation (1) and equation (5) in the main text. By
taking differences at the city-bank level before and after the shock, we effectively control for the analog of
city fixed effects.

Identification of the structural parameters in Γo can be interpreted as follows. The interbank friction
parameter, ϕ, primarily governs the magnitude of the quantity response: larger frictions force banks to
rely more heavily on retail deposits, amplifying the effect of deposit shocks on lending. The elasticity of
substitution, σ, primarily determines the price response: higher elasticity means banks can expand lending
with smaller interest rate reductions.

C.2 Estimated city-bank match γb
n

Figure 14 shows the estimated value of city-bank matches.
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Figure 14: Estimated city-bank match γ

These estimates are closely related to the number of branches that bank b has in city n, after controlling
for city and bank fixed effects. Table 7 below shows the results of an OLS estimate of

Log(γbn) = β0 + γn + γb + β1Log(Branches
b
n) + εbn. (95)

Table 7: Branches

Estimated city-bank match
(Log)

Branches 0.03∗∗∗

(0.006)

Bank FE Yes
City FE Yes
Observations 344

46



Documentos de Trabajo 
Banco Central de Chile 

NÚMEROS ANTERIORES 

La serie de Documentos de Trabajo en versión PDF 
puede obtenerse gratis en la dirección electrónica: 

www.bcentral.cl/esp/estpub/estudios/dtbc. 

Existe la posibilidad de solicitar una copia impresa 
con un costo de Ch$500 si es dentro de Chile y 
US$12 si es fuera de Chile. Las solicitudes se 
pueden hacer por fax: +56 2 26702231 o a través del 
correo electrónico: bcch@bcentral.cl. 

Working Papers 
Central Bank of Chile 

PAST ISSUES 

Working Papers in PDF format can be downloaded 
free of charge from: 

www.bcentral.cl/eng/stdpub/studies/workingpaper. 

Printed versions can be ordered individually for 
US$12 per copy (for order inside Chile the charge 
is Ch$500.) Orders can be placed by fax: +56 2 
26702231 or by email: bcch@bcentral.cl. 

DTBC  – 1066
Bank Branches and the Allocation of Capital across Cities
Olivia Bordeu, Gustavo González, Marcos Sorá

DTBC  – 1065
Effects of Tariffs on Chilean Exports
Lucas Bertinatto, Lissette Briones, Jorge Fornero 

DTBC  – 1064
Does Participation in Business Associations Affect Innovation?
Felipe Aguilar, Roberto Álvarez 

DTBC  – 1063
Characterizing Income Risk in Chile and the Role of Labor Market Flows Mario 
Giarda, Ignacio Rojas, Sergio Salgado

DTBC – 1062
Natural Disasters and Slow Recoveries: New Evidence from Chile
Lissette Briones, Matías Solorza

DTBC – 1061
Strategic or Scarred? Disparities in College Enrollment and Dropout Response to 
Macroeconomic Conditions
Nadim Elayan-Balagué

DTBC – 1060
Quantifying Aggregate Impacts in the Presence of Spillovers
Dave Donaldson, Federico Huneeus, Vincent Rollet

http://www.bcentral.cl/esp/estpub/estudios/dtbc
mailto:bcch@bcentral.cl
http://www.bcentral.cl/eng/stdpub/studies/workingpaper
mailto:bcch@bcentral.cl


DTBC – 1059
Nowcasting Economic Activity with Microdata 
Diego Vivanco Vargas, Camilo Levenier Barría, Lissette Briones Molina

DTBC – 1058
Artificial Intelligence Models for Nowcasting Economic Activity
Jennifer Peña, Katherine Jara, Fernando Sierra

DTBC – 1057
Clasificación de Riesgo de Crédito Bancario, Ventas y Estados Financieros en Base 
a Información Tributaria de Firmas en Chile
Ivette Fernández D., Jorge Fernández B., Francisco Vásquez L.

DTBC – 1056
Exogenous Influences on Long-term Inflation Expectation Deviations: Evidence 
from Chile 
Carlos A. Medel

DTBC – 907*
Earnings Inequality in Production Networks 
Federico Huneeus, Kory Kroft, Kevin Lim

DTBC – 1055
Markup Distribution and Aggregate Dynamics 
Mario Giarda, Will Jianyu Lu, Antonio Martner

DTBC – 1054
Decoding Central Banks' Practices: A Closer Look at Inflation Expectations 
Surveys
Valentina Cortés Ayala, Karlla Muñoz Cáceres, Daniel Pérez Klein

DTBC – 1053
An Assessment of the Effects of Monetary Policy Communication in Chile
Mario González-Frugone, Ignacio Rojas

DTBC – 1052
This Time is Global: Synchronisation in Economic Policy Uncertainty Indices 
Carlos Medel

DTBC – 1051
Beyond Costs: The Dominant Role of Strategic Complementarities in Pricing Elias 
Albagli, Francesco Grigoli, Emiliano Luttini, Dagoberto Quevedo, Marco Rojas

DTBC – 1050
The Anatomy of Aggregate Productivity
Federico Huneeus, Yasutaka Koike-Mori, Antonio Martner



DOCUMENTOS DE TRABAJO Enero 2026


	BecerraMartinez2021.pdf
	Introduction
	Model
	Macroeconomic block
	Financial BlockThis financial block is also introduced in a semi-structural model, elaborated by marioli2020911. It should be noted that the present work was developed before the publication of the aforementioned paper and served as a reference for its model configuration. The latter appropriately cites the present research.

	Data
	Observed Variables

	Model Estimation
	Results
	Variance Decomposition
	Development of stress test scenarios
	Conclusions
	Bibliography

	Estimates_of_the_US_Shadow_Rate_based_on_Forward_Rates.pdf
	Introduction
	Theoretical Setting
	Key Components of DTSM
	Normalization of Gaussian DTSM
	Short-term and forward rates
	Estimation Procedures

	Empirical Application
	Descriptive Statistics
	Benchmark Results with EKF and IEKF
	Shadow Rates

	Conclusions
	Forward Rates
	Iterated EKF
	Kalman Filter Weights

	DTBC_875.pdf
	Introduction
	Literature review

	Data and Methodology
	Data
	Empirical Response to Romer and Romer Shocks
	Empirical Response to High Frequency Shock Identification
	Empirical Responses to Monetary Shocks: FAVAR

	Empirical Results
	Monetary Non-Neutrality and Pricing Moments
	Narrative Approach
	High-Frequency Approach
	FAVAR Approach

	Further Results from Regression Analysis
	Robustness to Measurement Error

	General Equilibrium Pricing Model
	Model Setup
	Households
	Firms

	Calibration

	Model Results
	Baseline Model Results
	Why Is Kurtosis Not Sufficient?

	Conclusion
	Figures
	Tables
	Model Appendix
	Multi-Sector Pricing Model
	Households
	Firms

	Multi-Sector Model Results

	Empirical Appendix
	Paper_210830 - copia.pdf
	Introduction
	Empirical Analysis
	Data
	Identification of Monetary Policy Shocks
	Aggregated Approach
	Detailed Regression Approach
	Firm-Level Regression Results

	Robustness to Measurement Error
	Relation to alvarez2016, Alvarez2020
	The Sufficient Statistic in alvarez2016,Alvarez2020
	Evaluating the Sufficient Statistics Result


	General Equilibrium Pricing Model
	Model Setup
	Households
	Firms

	Calibration

	Model Results
	Model Predictions
	Reconciling Models and Data

	Conclusion
	Tables
	Figures
	Aggregated Results
	Sectoral and Firm-Level Results
	Model Results

	Model Appendix
	Golosov-Lucas Frequency Comparative Statics

	Empirical Appendix


	Sin título
	IRRF_Inequality_Aug23_LP.pdf
	Introduction
	The interest rate response to fiscal stimulus
	bp02 shocks
	Determinants of the IRRF
	ag13 shocks

	Theory: saving-constrained households, inequality, and interest rates
	Model
	Numerical example with government waste
	Credit constraints
	Discussion

	Conclusion
	Additional tables and figures
	Data Appendix
	Australia
	Austria
	Belgium
	Canada
	Czech Republic
	Denmark
	Finland
	France
	Germany
	Greece
	Hungary
	Iceland
	Ireland
	Italy
	Japan
	Korea
	Netherlands
	New Zealand
	Norway
	Poland
	Portugal
	Slovak Republic 
	Slovenia 
	Spain
	Sweden
	Switzerland
	United Kingdom
	United States


	FFAM_oct21.pdf
	Model
	A class of uninteresting equilibria
	W-BSE: existence and properties
	W-BSEs are inconsistent with fundamental shocks
	The W-BSE is approximately a fundamental equilibrium

	Beyond wealth: sentiment-driven equilibria
	Resolving puzzles with sentiment
	Explicit construction with a sentiment state variable
	Non-fundamental crises and large amplification
	Booms predict crises
	Sentiment-based jumps

	Conclusion
	References
	Proofs for Section 2
	Proofs for Section 3
	Proof of Theorem 1
	Stochastic stability: a useful lemma
	Proofs of Corollaries 1-3

	Proofs and analysis for Section 4
	Proof of Proposition 2
	Proofs of Propositions 3-4
	Model with jumps in Section 4.4

	Model extensions and further analyses
	Beliefs about disaster states
	Idiosyncratic uncertainty
	Limited commitment as equilibrium refinement
	General CRRA preferences
	Correlation between sentiment and fundamentals
	Exogenous sunspot dynamics

	Fundamental Equilibria
	Properties of the non-sunspot solution with fundamental shocks
	The ``hedging'' equilibrium


	DizGiardaRomero (2021).pdf
	Introduction
	Model
	Aggregate Demand with Prices and Wages Set in Advance
	The Consumption Gap
	Equilibrium Wages
	Aggregate Demand
	The Distributional Channel of Nominal Rigidities
	Wage Flexibility and the Role of Monetary Policy with Inequality

	Gains from Wage Flexibility: Calvo Price and Wage Adjustment
	Price and Wage Setting à la Calvo
	Quantitative Analysis

	Conclusion
	Figures
	Proofs and derivations
	Aggregation
	Proof of Proposition 1
	Derivation of the IS equation

	Welfare losses
	The slope of the IS conditional on monetary policy shocks
	Computing the threshold 

	DTBCASIEF.pdf
	Introducción
	El IEF: Evolución
	Depuración del Texto
	El IEF en Palabras
	Análisis de Sentimiento
	Metodología Construcción del Diccionario en Español
	Selección de palabras a incluir en el diccionario
	Definir Sentimiento
	Agregar género masculino/femenino
	Palabras que cambian su sentimiento según la palabra que la precede

	Construcción del Índice de Sentimiento Financiero

	Sentimiento y Ciclo Financiero
	Conclusiones y Comentarios Finales

	Nowcasting Chilean household consumption with _dtbc_211109.pdf
	Nowcasting Chilean household consumption with _dtbc_211109_portada
	Nowcasting Chilean household consumption with _dtbc_211109_cuerpo

	DTBC_ICW_paper.pdf
	Introduction
	Method
	Implied Correlation Matrix
	Model assumptions
	Score-driven dynamics

	Empirical application
	Data
	Estimates
	Benchmarking
	VaR forecast: Univariate return series
	Portfolio simulations

	Conclusions

	Giarda_2021.pdf
	Introduction
	Motivating Facts
	The Earnings Gap is Countercyclical
	Skilled Workers are Richer and Have More Access to Financial Markets

	Monetary policy and the Earnings Gap: an Empirical Assesment
	Monetary Policy Shocks Raise the Earnings Gap
	The Wage Phillips Curve: Steeper for Skilled Workers

	Model
	Households
	Distribution of Monopoly Profits
	Workers' Unions
	Firms
	Monetary Authority
	Equilibrium

	Analytical results
	Aggregate Demand and the Earnings Gap
	The Cyclicality of the Earnings Gap

	Quantitative Analysis
	Calibration
	The Effects of Monetary Policy: No Profits
	The Effects of Monetary Policy: With Profits
	The Effects of Monetary Policy: Other Benchmarks

	Conclusion
	The Earnings Gap with the SIPP
	Econometric Strategy
	Decomposing the Earnings Gap.
	Test for the Dynamic Multiplier
	Projected Wage Inflation and Unemployment
	Wage Phillips Curve Derivation
	Rotemberg-Calvo Equivalence
	Extra IRFs

	dltcps_2022.pdf
	Introduction
	Empirical Evidence
	Setting
	Results

	Baseline Model
	Households
	Productive Sectors
	Final Goods and Foreign Demand for Commodity
	Market Clearing and Gross Domestic Product
	Equilibrium

	Theoretical Results
	The Elasticity of GDP to Commodity Prices
	Two-sector Economy
	Multisector Economy

	The Dampening Effect of Domestic Linkages
	Discussion

	Numerical Examples
	Conclusion
	Empirical Appendix
	Data Sources
	Descriptive Statistics
	Additional Empirical Results

	Theoretical Appendix
	Model Characterization
	Proofs
	Proof of Proposition 1
	Elasticity of GDP to Commodity Prices with Separable Preferences
	Proof of Proposition 2


	Quantitative Analysis
	Nonlinear Effects of IO Linkages
	Moments of GDP
	Level of GDP
	GDP Volatility under Counterfactual Domestic Linkages



	Price Pressure_v4.pdf
	Introduction
	Mechanism and transmission channels: Hypotheses
	Data and institutional setting
	Data
	Domestic government bond market
	The Chilean pension fund system
	The financial advisory firm

	Evidence on government bond price pressure
	Portfolio reallocation and market impact
	Excess bond returns
	Identification strategy

	Impact on bond yields and financing costs
	Bond yield channels and duration
	Heterogeneous impact of recommendations
	Sub-sample analysis
	Retail investor attention
	Implications for financing costs
	Robustness checks
	Control variables
	Overlapping events
	Extended sample
	Informational-content of recommendations
	Mortgage response on placebo dates
	Impact on firm's financing costs


	Concluding Remarks
	Comparison with Das2018
	Data
	Affine model decomposition
	Model
	Empirical decomposition for Chile

	Economic expectations
	Robustness checks

	DTBC_937.pdf
	BecerraMartinez2021.pdf
	Introduction
	Model
	Macroeconomic block
	Financial BlockThis financial block is also introduced in a semi-structural model, elaborated by marioli2020911. It should be noted that the present work was developed before the publication of the aforementioned paper and served as a reference for its model configuration. The latter appropriately cites the present research.

	Data
	Observed Variables

	Model Estimation
	Results
	Variance Decomposition
	Development of stress test scenarios
	Conclusions
	Bibliography

	Estimates_of_the_US_Shadow_Rate_based_on_Forward_Rates.pdf
	Introduction
	Theoretical Setting
	Key Components of DTSM
	Normalization of Gaussian DTSM
	Short-term and forward rates
	Estimation Procedures

	Empirical Application
	Descriptive Statistics
	Benchmark Results with EKF and IEKF
	Shadow Rates

	Conclusions
	Forward Rates
	Iterated EKF
	Kalman Filter Weights

	DTBC_875.pdf
	Introduction
	Literature review

	Data and Methodology
	Data
	Empirical Response to Romer and Romer Shocks
	Empirical Response to High Frequency Shock Identification
	Empirical Responses to Monetary Shocks: FAVAR

	Empirical Results
	Monetary Non-Neutrality and Pricing Moments
	Narrative Approach
	High-Frequency Approach
	FAVAR Approach

	Further Results from Regression Analysis
	Robustness to Measurement Error

	General Equilibrium Pricing Model
	Model Setup
	Households
	Firms

	Calibration

	Model Results
	Baseline Model Results
	Why Is Kurtosis Not Sufficient?

	Conclusion
	Figures
	Tables
	Model Appendix
	Multi-Sector Pricing Model
	Households
	Firms

	Multi-Sector Model Results

	Empirical Appendix
	Paper_210830 - copia.pdf
	Introduction
	Empirical Analysis
	Data
	Identification of Monetary Policy Shocks
	Aggregated Approach
	Detailed Regression Approach
	Firm-Level Regression Results

	Robustness to Measurement Error
	Relation to alvarez2016, Alvarez2020
	The Sufficient Statistic in alvarez2016,Alvarez2020
	Evaluating the Sufficient Statistics Result


	General Equilibrium Pricing Model
	Model Setup
	Households
	Firms

	Calibration

	Model Results
	Model Predictions
	Reconciling Models and Data

	Conclusion
	Tables
	Figures
	Aggregated Results
	Sectoral and Firm-Level Results
	Model Results

	Model Appendix
	Golosov-Lucas Frequency Comparative Statics

	Empirical Appendix


	Sin título
	IRRF_Inequality_Aug23_LP.pdf
	Introduction
	The interest rate response to fiscal stimulus
	bp02 shocks
	Determinants of the IRRF
	ag13 shocks

	Theory: saving-constrained households, inequality, and interest rates
	Model
	Numerical example with government waste
	Credit constraints
	Discussion

	Conclusion
	Additional tables and figures
	Data Appendix
	Australia
	Austria
	Belgium
	Canada
	Czech Republic
	Denmark
	Finland
	France
	Germany
	Greece
	Hungary
	Iceland
	Ireland
	Italy
	Japan
	Korea
	Netherlands
	New Zealand
	Norway
	Poland
	Portugal
	Slovak Republic 
	Slovenia 
	Spain
	Sweden
	Switzerland
	United Kingdom
	United States


	FFAM_oct21.pdf
	Model
	A class of uninteresting equilibria
	W-BSE: existence and properties
	W-BSEs are inconsistent with fundamental shocks
	The W-BSE is approximately a fundamental equilibrium

	Beyond wealth: sentiment-driven equilibria
	Resolving puzzles with sentiment
	Explicit construction with a sentiment state variable
	Non-fundamental crises and large amplification
	Booms predict crises
	Sentiment-based jumps

	Conclusion
	References
	Proofs for Section 2
	Proofs for Section 3
	Proof of Theorem 1
	Stochastic stability: a useful lemma
	Proofs of Corollaries 1-3

	Proofs and analysis for Section 4
	Proof of Proposition 2
	Proofs of Propositions 3-4
	Model with jumps in Section 4.4

	Model extensions and further analyses
	Beliefs about disaster states
	Idiosyncratic uncertainty
	Limited commitment as equilibrium refinement
	General CRRA preferences
	Correlation between sentiment and fundamentals
	Exogenous sunspot dynamics

	Fundamental Equilibria
	Properties of the non-sunspot solution with fundamental shocks
	The ``hedging'' equilibrium


	DizGiardaRomero (2021).pdf
	Introduction
	Model
	Aggregate Demand with Prices and Wages Set in Advance
	The Consumption Gap
	Equilibrium Wages
	Aggregate Demand
	The Distributional Channel of Nominal Rigidities
	Wage Flexibility and the Role of Monetary Policy with Inequality

	Gains from Wage Flexibility: Calvo Price and Wage Adjustment
	Price and Wage Setting à la Calvo
	Quantitative Analysis

	Conclusion
	Figures
	Proofs and derivations
	Aggregation
	Proof of Proposition 1
	Derivation of the IS equation

	Welfare losses
	The slope of the IS conditional on monetary policy shocks
	Computing the threshold 

	DTBCASIEF.pdf
	Introducción
	El IEF: Evolución
	Depuración del Texto
	El IEF en Palabras
	Análisis de Sentimiento
	Metodología Construcción del Diccionario en Español
	Selección de palabras a incluir en el diccionario
	Definir Sentimiento
	Agregar género masculino/femenino
	Palabras que cambian su sentimiento según la palabra que la precede

	Construcción del Índice de Sentimiento Financiero

	Sentimiento y Ciclo Financiero
	Conclusiones y Comentarios Finales

	Nowcasting Chilean household consumption with _dtbc_211109.pdf
	Nowcasting Chilean household consumption with _dtbc_211109_portada
	Nowcasting Chilean household consumption with _dtbc_211109_cuerpo

	DTBC_ICW_paper.pdf
	Introduction
	Method
	Implied Correlation Matrix
	Model assumptions
	Score-driven dynamics

	Empirical application
	Data
	Estimates
	Benchmarking
	VaR forecast: Univariate return series
	Portfolio simulations

	Conclusions

	Giarda_2021.pdf
	Introduction
	Motivating Facts
	The Earnings Gap is Countercyclical
	Skilled Workers are Richer and Have More Access to Financial Markets

	Monetary policy and the Earnings Gap: an Empirical Assesment
	Monetary Policy Shocks Raise the Earnings Gap
	The Wage Phillips Curve: Steeper for Skilled Workers

	Model
	Households
	Distribution of Monopoly Profits
	Workers' Unions
	Firms
	Monetary Authority
	Equilibrium

	Analytical results
	Aggregate Demand and the Earnings Gap
	The Cyclicality of the Earnings Gap

	Quantitative Analysis
	Calibration
	The Effects of Monetary Policy: No Profits
	The Effects of Monetary Policy: With Profits
	The Effects of Monetary Policy: Other Benchmarks

	Conclusion
	The Earnings Gap with the SIPP
	Econometric Strategy
	Decomposing the Earnings Gap.
	Test for the Dynamic Multiplier
	Projected Wage Inflation and Unemployment
	Wage Phillips Curve Derivation
	Rotemberg-Calvo Equivalence
	Extra IRFs

	dltcps_2022.pdf
	Introduction
	Empirical Evidence
	Setting
	Results

	Baseline Model
	Households
	Productive Sectors
	Final Goods and Foreign Demand for Commodity
	Market Clearing and Gross Domestic Product
	Equilibrium

	Theoretical Results
	The Elasticity of GDP to Commodity Prices
	Two-sector Economy
	Multisector Economy

	The Dampening Effect of Domestic Linkages
	Discussion

	Numerical Examples
	Conclusion
	Empirical Appendix
	Data Sources
	Descriptive Statistics
	Additional Empirical Results

	Theoretical Appendix
	Model Characterization
	Proofs
	Proof of Proposition 1
	Elasticity of GDP to Commodity Prices with Separable Preferences
	Proof of Proposition 2


	Quantitative Analysis
	Nonlinear Effects of IO Linkages
	Moments of GDP
	Level of GDP
	GDP Volatility under Counterfactual Domestic Linkages



	DTBC_Spillovers.pdf
	Introduction
	Data and measurements
	Conceptual framework and main hypotheses
	Monetary policy spillovers from the core to small open economies
	The role of international banks
	Bank lending across loan categories

	Robustness checks
	Alternative monetary policy indicators
	Shadow rates
	Residuals from SVAR and the Taylor rule
	Persistently low interest rates

	Alternative sets of control variables
	Including domestic rates
	Macroeconomic controls for the core
	Bank-level controls
	Alternative estimations


	Concluding Remarks
	Core economies summary statistics
	Marginal effects
	Full regression results


	HLLP_inequality_2022.pdf
	Introduction
	Data
	Matched Employer-Employee Dataset 
	Business Group Dataset 
	Summary Statistics

	Business Groups and Earnings Inequality
	Inequality Within and Between Firms
	Business Groups and Between-Firm Inequality
	Business Groups and Within-Firm Inequality

	Transitions In and Out of Business Groups
	Firm Fixed Effects Estimation
	Controlling for Unobserved Worker Composition
	Controlling for Selection Bias with Matching

	Potential Explanations
	Rent Sharing
	Skill Differentials
	Incentives

	Conclusions
	Online Appendix
	Robustness
	Robustness to AKM model


	Median_labor_income_revised_DTBC.pdf
	Introduction
	Literature Review
	Income definitions
	National Accounts
	Household Surveys
	Tax Records
	Tax and Social Security Structure

	Relationship between sources
	Wages
	Independent Income
	Capital Income

	Descriptive Statistics
	Methodology
	Results
	Main results
	Robustness
	Implications for inequality

	Concluding Remarks
	Appendix
	Parametric estimation of median income


	ADP1175.tmp
	Relatos de inflación: percepción y expectativas de los hogares chilenos durante la pandemia de Covid-19
	Resumen

	Abstract
	Introducción
	Motivación y relevancia
	Antecedentes en la literatura
	Objetivos

	Metodología
	La metodología cualitativa
	Uso de información cualitativa en los bancos centrales
	Características del estudio

	Resultados
	Percepción de inflación: transversalidad en la percepción
	Causas del cuadro inflacionario: multicausal
	Situación mundial
	Aumento en el consumo debido a estímulos monetarios
	Incertidumbre en el escenario nacional
	Suspicacias al proceso de ajustes de precios de las empresas
	Sequía y cambio climático

	Cambios en los patrones de consumo: afectado por condición socioeconómica
	No presenta cambios en el consumo
	Dejar de consumir o posponer consumo
	Sustitución de bienes y lugar de compra
	Adelantar compras

	Financiamiento del proceso inflacionario: desahorro y uso de apoyos monetarios
	Expectativas: Anclaje de expectativas, pero con alta incertidumbre
	Dirección y velocidad del cambio de precio
	Tiempo para que la inflación se normalice
	Incertidumbre y factores de estabilización de la inflación
	Cambios en el consumo futuro


	Discusión
	Bibliografía
	Anexos
	Pauta de entrevista


	michcps_final.pdf
	Introduction
	Empirical Motivation
	Data: Consumption Expenditure Survey
	Expenditure Patterns
	Cross-Country Evidence

	Model
	Households
	Intratemporal Problems
	Intertemporal Problems

	Production
	Mainland Sectors
	Commodity Sector

	Exportable Good
	Aggregation, Monetary Policy and Market Clearing

	Theoretical Results
	Quantitative Results
	Calibration
	The Role of Heterogeneity and Non-homothetic Preferences
	Understanding the Mechanisms
	Sensitivity Analysis

	Conclusions
	Empirical Appendix
	Expenditures Across the Income Distribution–Disaggregation
	Expenditures Across the Labor Income Distribution
	Expenditures Across the Income Distribution–Comparison Across Waves
	Expenditures Across the Income Distribution–Other Emerging Economies

	Theoretical Appendix
	Households' Problem
	Intratemporal Consumption Allocation
	Intertemporal Problem for the Unconstrained Household
	Intertemporal Problem for the Restricted Household


	Quantitative Appendix
	Calibration
	Additional Quantitative Results
	Macroeconomic Aggregates
	Sensitivity



	EME_factors_DTBC March2022.pdf
	Introduction
	Related Literature
	Empirical Model
	Data
	State-Space Formulation
	Model Specification
	Number of Factors
	Stability


	Baseline Specification and Estimated Factors
	Estimated Global Factors and Their Relevance
	Analysis of Factors
	Factor-augmented VAR

	Robustness
	Model without Financialization Channel
	Price-factor Model

	Concluding Remarks
	Figures

	APT_Paper_Descriptive_Apr_2022.pdf
	Introduction
	Related literature
	Data description
	Dataset
	Relationship measures
	Distance Measures
	Concentration Measures


	Empirical facts
	Fact 1: Aggregate behavior of relationships
	Fact 2: Cyclical behavior of lending relationships
	Fact 3: Lending relationships and credit conditions.
	Distance, concentration, and credit conditions
	Relationships and credit conditions along the business cycle

	Fact 4: Lending relationships and monetary policy shocks.

	Conclusion
	Tables and Figures
	Appendix

	APT_Paper_Descriptive_May22_DTBC.pdf
	Introduction
	Related literature
	Data description
	Dataset
	Relationship measures
	Distance Measures
	Concentration Measures


	Empirical facts
	Fact 1: Aggregate behavior of relationships
	Fact 2: Cyclical behavior of lending relationships
	Fact 3: Lending relationships and credit conditions.
	Distance, concentration, and credit conditions
	Relationships and credit conditions along the business cycle

	Fact 4: Lending relationships and monetary policy shocks.

	Conclusion
	Tables and Figures
	Appendix

	WACC_Capital_Regulatorio_DTBC_2022.pdf
	Introduction
	Empirical strategy
	Weighted average cost of capital (WACC)
	Capital ratios and the return on equity
	The CAPM approach
	Capital ratios and the accounting return on equity (ROE)

	Banks' capital ratio and the return on debt

	Data
	Results
	Capital ratios and the return on equity
	Capital ratios and the return on debt

	Calibrating the impact on WACC and policy implication
	Concluding remarks
	Additional figures
	Additional results

	DRAFT_DTBC_Central_Bank.pdf
	Introduction
	Three Stylized Facts
	Measure of sectoral comovement
	Stylized fact I: shift in pairwise correlation
	Stylized fact II: role of intermediate-input linkages
	Stylized fact III: role of trade credit during the Great Recession

	Firm-level Evidence
	Trade credit provision and reception during the Great Recession
	Quasi-natural experiment: Lehman Brothers' collapse
	Transmission of the LB Shock

	Model
	Firms' Production Plan
	Optimal Contracts on Trade Credit
	Optimal Problem for Firms
	Households
	Market clearing condition

	Equilibrium Analysis
	Quantitative model
	Calibration
	Fit of the model
	Trade credit and model-implied sectoral comovement
	Counterfactual exercise with fixed trade credit
	The role of financial shocks
	The role of productivity shocks

	Recalibrating sectoral shocks in the fixed trade credit model
	The early 80s recession

	Conclusion
	Data
	Quarterly Finance Report
	Compustat
	Syndicated loan from Dealscan

	Additional Sectoral Evidence
	Additional Micro Evidence
	Proof for propositions and lemmas
	Proof of Lemma 1
	Proof of Proposition 1
	Proof of Proposition 2

	Sales Growth Decomposition
	Additional Results from Quantitative Analysis
	Shocks in the Early 1980s Recession


	DRAFT_DTBC_Central_Bank060822.pdf
	Introduction
	Three Stylized Facts
	Measure of sectoral comovement
	Stylized fact I: shift in pairwise correlation
	Stylized fact II: role of intermediate-input linkages
	Stylized fact III: role of trade credit during the Great Recession

	Firm-level Evidence
	Trade credit provision and reception during the Great Recession
	Quasi-natural experiment: Lehman Brothers' collapse
	Transmission of the LB Shock

	Model
	Firms' Production Plan
	Optimal Contracts on Trade Credit
	Optimal Problem for Firms
	Households
	Market clearing condition

	Equilibrium Analysis
	Quantitative model
	Calibration
	Fit of the model
	Trade credit and model-implied sectoral comovement
	Counterfactual exercise with fixed trade credit
	The role of financial shocks
	The role of productivity shocks

	Recalibrating sectoral shocks in the fixed trade credit model
	The early 80s recession

	Conclusion
	Data
	Quarterly Finance Report
	Compustat
	Syndicated loan from Dealscan

	Additional Sectoral Evidence
	Additional Micro Evidence
	Proof for propositions and lemmas
	Proof of Lemma 1
	Proof of Proposition 1
	Proof of Proposition 2

	Sales Growth Decomposition
	Additional Results from Quantitative Analysis
	Shocks in the Early 1980s Recession


	
	Introduction
	Modeling the exchange rate volatility
	The variance equation
	Testing structural changes
	Modeling the regime switching volatility

	The exchange rate volatility and the effectiveness of FX interventions
	FX interventions and financial determinants of the exchange rate dynamic
	FX interventions in the mean and variance equation of the variance model
	FXI effectiveness in a Local Projections approach

	Conclusions
	Model selection
	GARCH order
	Regime switching model
	Data
	 Volatility with external determinants
	Local Projections for alternative FX intervention events

	EMEs_Global_Drivers_2109.pdf
	Introduction
	A Structural Factor Model
	Data
	State space formulation
	Baseline specification
	Estimated Global Factors
	Relevance of Global Factors
	What is behind the ``financial'' factor?


	Global factors and emerging economies: Transmission mechanisms
	Baseline DSGE model
	The domestic block
	Foreign block and linkages with the domestic economy

	The factor augmented model
	Domestic implications of global factor shocks
	Aggregate and disaggregate effects
	Dynamic shock effects
	Variance decomposition and the role of covariances


	Conclusions
	Appendix
	Number of common factors
	Model without GDP-Fin. Factor channel
	More Robustness Checks
	Blending Growth and Price Factors
	An Additional ``Purely Financial'' Factor (Four-factor model)



	msz_20221028.pdf
	Introduction
	Inflation and interest rates in small open economies
	Data
	Inflation and interest rates during the international ZLB

	Simple model
	World Economy
	Log-linearized system
	International ZLB

	Quantitative model
	Households
	Optimal labor supply
	Domestic producers
	Retail firms
	International risk sharing and prices
	Monetary policy
	World equilibrium

	Solution method and parametrization
	Results
	Correlations in the quantitative model
	Impulse response functions

	Conclusions
	Additional results from Section 2
	Data
	Additional figures and tables

	Additional results from Section 3
	Model under Taylor rule
	Derivation of optimal target rule in SOE
	Model with money-in-the-utility
	Derivation of (DD) and (SS)
	Additional figures

	Additional results from Section 4
	Derivation of first-order approximations
	Domestic firms selling in SOE
	Domestic firms selling in ROW
	Importing firms
	Optimal labor supply

	Log-linearized equilibrium

	Additional results from Section 5 and Section 6
	Data
	Additional tables and figures


	AFGK_COVID19_Paper_Nov_2022.pdf
	Introduction
	Credit Support Policies Implemented
	Special Central Bank Credit Lines to Commercial Banks: FCIC
	Sovereign Credit Guarantees on Loans: FOGAPE-COVID

	Empirics
	Data
	Empirical Design
	RDD Results
	Mechanism: The Role of Interest Rates
	Robustness
	RDD Robustness
	Robustness of the Interest Rates Mechanisms


	Model
	Overview
	Setup and Equilibrium
	Parametrization
	A Global COVID-type Shock
	Credit Policies

	Conclusion
	Appendix

	Guiso_Zaccaria_Patriarchy_Partnership.pdf
	Introduction
	Related Literature
	A Simple Conceptual Framework
	Data Sources and Data Description
	Measuring Social Norms 
	Estimating Gender Norms
	Alternative Approaches and Validation

	Gender Equality and Household Finance
	Effects of Equality on Financial Investments and Returns
	The Role of Collaboration
	Gender Norms and Financial Investment: Scope and Incentives

	Robustness
	Omitted Variables and Placebo Tests
	Internal Migration
	Additional Robustness Tests

	What Triggered the Trend in Female Headship? 
	Conclusions
	Selection and Risk Taking
	Standard Errors Robustness
	Female Labor Markets, Migration, and Additional Robustness Tests
	Pension Reform

	Inflacion_Bs_y_Ss_DTBC_Ene2023.pdf
	Introduction
	Data
	Stylized Facts
	Common drivers of global inflation across sectors
	Concluding Remarks
	More Details on Data

	draft_dtbc.pdf
	Introduction
	Exports pricing and ERPT
	Pricing in international markets
	Fixed prices vs. optimal prices

	Empirical strategy
	Bilateral exchange rates
	Bilateral and dominant currency exchange rates
	Dominant and destination currency invoicing

	Data and descriptive statistics
	Data source
	Descriptive statistics

	Results
	Adjustment of prices and quantities to the bilateral exchange rate
	Adjustment of prices and quantities to the bilateral and USD exchange rates
	Adjustment of prices and quantities when prices are set in destination currency or USD
	Supply and demand effects
	Robustness exercises

	Conclusions
	Additional Tables and Figures

	draft_dtbc.pdf
	Introduction
	Exports pricing and ERPT
	Pricing in international markets
	Fixed prices vs. optimal prices

	Empirical strategy
	Bilateral exchange rates
	Bilateral and dominant currency exchange rates
	Dominant and destination currency invoicing

	Data and descriptive statistics
	Data source
	Descriptive statistics

	Results
	Adjustment of prices and quantities to the bilateral exchange rate
	Adjustment of prices and quantities to the bilateral and USD exchange rates
	Adjustment of prices and quantities when prices are set in destination currency or USD
	Supply and demand effects
	Robustness exercises

	Conclusions
	Additional Tables and Figures

	egap_gov_cons.pdf
	Introduction
	Empirical Evidence
	The Earnings Gap
	Government Spending Raises the Earnings Gap: Evidence from a Bayesian SVAR
	The Size of the Responses of Consumption and the Earnings Gap are Negatively Related: Evidence from a TVC-SVAR
	Government Spending is Concentrated Towards Skilled Intensive Sectors

	Model
	Government
	Households
	Labor Supply
	Firms
	Monetary Authority
	Equilibrium

	Analytical Results
	Aggregate Demand and the Earnings Gap
	Government Purchases and the Earnings Gap

	Quantitative Results
	Calibration
	How Government Spends Matters

	Conclusion
	The Effect of Government Spending on the Earnings Gap using Ramey News shocks
	Alternative Ordering in the BSVAR
	Robustness to the Hyperparameters
	Derivations

	DTBC_propuesta.pdf
	Introduction
	Recent developments and lessons from the past
	A general view and stylized facts
	Recent Evidence

	Methodology an data
	Empirical model
	Identification method to extract monetary policy shocks
	Data

	Results
	Spillovers of US monetary policy surprises to emerging market economies
	Robustness using Sign Restriction methodology

	Conclusion
	Annex: figures and tables

	Exposures_to_climate_change_s_physical_risks_in_Chile__2_.pdf
	Introduction
	A review of climate change in Chile
	Data and methodology
	Data on real estate properties
	Data on climate hazards in Chile
	ARCLIM climate risk indicators
	CIE climate risk indicators
	Overall ARCLIM, CIE and ARCLIM-CIE indicators


	Results
	Real estate properties

	Results by region
	Conclusions

	Garcia-Trujillo_Gonzalez_Silva 2023_final.pdf
	Introduction
	Literature Review
	Data
	Sample, Variables and Panel Construction
	Sample
	Variable definitions
	Balanced Panel Construction

	Summary Statistics
	Workers
	Firm Dynamics in Chile and the Role of Startups


	Earnings Effect Over the 5 Years After the Transition
	Linear Controls
	Matched Specification: Triplets
	Decomposing the effects

	Dynamics of the Earnings Effect
	Why do People Move to Startups?

	Job Ladder Effects
	Heterogeneity
	Heterogeneous Effects — Worker Characteristics
	Heterogeneous Effects – Firm Characteristics
	Ex-ante characteristics
	Ex-post characteristics


	Conclusion
	Alternative Transformations: Inverse Hyperbolic Sine and Natural Logarithm
	Inverse Hyperbolic Sine
	Natural Logarithm


	13_02_23_Monetary_policy_surprises_in_Chile__the_role_of_the_information_and_pure_monetary_shocks (2).pdf
	Introduction
	International evidence and the Chilean case
	Methodology and data
	Econometric approach
	External instruments for pure monetary policy and information shocks
	Data

	Results
	Impulse Responses
	Robustness

	Conclusion
	Annex: tables and figures

	ADP62D4.tmp
	1. Introduction
	2. The evolution of labor markets in Chile
	3. Theoretical framework
	4. The FAVAR model
	5. Empirical results
	6. Discussion of the results and their relevance for policy
	7. Conclusions

	Albagli et al_May2023.pdf
	1 Introduction
	2 Related Literature
	2.1 Share Prices of Listed Firms
	2.2 Simulations of Structural Models
	2.3 Surveys
	2.4 Administrative Data

	3 Dataset
	4 Firms' Adjustment to the COVID Pandemic
	4.1 Output Market: Entry/Exit and Sales
	4.2 Labor Market: Employment
	4.3 Market for Suppliers: Linkages between Firms
	4.4 Physical Capital Market: Investment
	4.5 Credit Market: Bank Debt
	4.6 Productivity

	5 Credit and Employment Policies Oriented to Firms
	5.1 Access to Credit Support
	5.2 Access to the Employment Protection Policy

	6 Conclusion
	References

	Freight_Costs_Dom_Prices_GLR2023_rev.pdf
	Introduction
	Transportation costs during Covid-19
	Data
	Descriptive Evidence

	Partial equilibrium effects
	Analytical Framework
	Elasticity of substitution
	Identification strategy: Shift-share design
	Regression results

	Effects of freight costs on inflation
	Robustness checks

	General equilibrium analysis
	Model
	Households
	Intermediate Good Firms
	Retailers
	Market Clearing Conditions
	Shocks

	Calibration
	Model Fit

	Counterfactuals

	Conclusions
	Calibration
	Additional tables and figures
	Sectoral and product evidence
	Results using Colombian freight costs

	draft_CPshocks.pdf
	Introduction
	Literature Review
	Commodity Price Shocks and Labour Market Outcomes Gap: SVAR Evidence
	SVAR for the mining sector
	SVAR for the non-mining sector

	The Model
	Labor Market Search and Matching in the commodity sector
	The Firms in the commodity sector
	Consumption good sector
	The Representative Household
	Nash bargaining wage
	Commodity price and production
	Government policy
	Market clearing and search Equilibrium

	Parametrization Strategy
	Steady-state and parameter calibration

	Estimation
	Analysis of the Model Economy
	Non-Commodity price dynamics
	Variance Decomposition
	Positive shock in the commodity price
	Skill-intensity benchmark
	SAM frictions benchmark
	Only asymmetric SAM frictions
	Only skill-intensity heterogeneity in commodity production

	Wage Decomposition

	Conclusion
	Appendix
	Tables and plots
	Equilibrium conditions (non-linear)


	Entrepreneurship and Immigration - GG rev.pdf
	Introduction
	Related Literature
	Static Model
	Dynamic Model
	Heterogeneity and Demographics
	Preferences
	Production Technology
	Financial markets
	Agents' Problems
	Country H's natives
	Country F's natives
	Occupational Choice

	Stationary Competitive Equilibrium

	Calibration
	Externally Calibrated Parameters
	Estimated Parameters
	Identification Discussion

	Results
	Comprehensive Migration Policies
	No Immigrants Allowed
	All Immigrants are Welcome
	Reduce Immigration to 10% of Total Population

	Pro-Entrepreneurship Migration Policy

	Conclusion

	CMH_28_06_23.pdf
	Introduction
	Related Literature
	The dataset
	Empirical framework
	Decomposing CPI Inflation into Demand and Supply Shocks
	Robustness Checks
	Conclusions

	Bank_Efficiency_Chile_DTBC_july.pdf
	Introduction
	Discussion on efficiency measures
	Efficiency models
	Stochastic Frontier Analysis
	DEA
	Double boostrap DEA
	Slacks Based Model

	Data and empirical findings
	Data
	Stochastic Frontier Analysis
	Efficiency drivers using a multimodel approach
	System efficiency
	Efficiency at Institutional level
	Environmental effects
	Mergers and acquisitions
	Summary on multi model results

	Efficiency disaggregated at input level
	Efficiency effect on market share and returns
	Efficiency and return heterogeneity
	Efficiency dividends and market share


	Conclusions
	Classification of local banks in clusters
	Efficiency at cluster level using SBM
	Evolution of sight deposits by cluster
	Evolution of provisions and ROE by cluster
	Efficiency ROE and market share, monthly data

	Bank_Efficiency_Chile _DTBC_disc.pdf
	Introduction
	Discussion on efficiency measures
	Efficiency models
	Stochastic Frontier Analysis
	DEA
	Double boostrap DEA
	Slacks Based Model

	Data and empirical findings
	Data
	Stochastic Frontier Analysis
	Efficiency drivers using a multimodel approach
	System efficiency
	Efficiency at Institutional level
	Environmental effects
	Mergers and acquisitions
	Summary on multi model results

	Efficiency disaggregated at input level
	Efficiency effect on market share and returns
	Efficiency and return heterogeneity
	Efficiency dividends and market share


	Conclusions
	Classification of local banks in clusters
	Efficiency at cluster level using SBM
	Evolution of sight deposits by cluster
	Evolution of provisions and ROE by cluster
	Efficiency ROE and market share, monthly data

	Global_Financial_Risk_and_Commodity_Prices.pdf
	Introduction
	The Empirical Model
	Identification and Estimation Method
	Data
	Estimation Results

	The Model
	Households
	Production of Final Goods
	Production of the Tradable Composite Good
	Production of Importable, Exportable, and Nontradable Goods
	Equilibrium

	Results of the Model
	Calibration
	Theoretical and Estimated Impulse Responses
	Variance Decomposition
	Transmission Channels of Global Financial Risk

	Conclusions
	Sample of Countries
	 Panel SVAR Robustness 
	Consumers Optimality Conditions
	Profit Maximization in the Production of Final, Tradable, and Nontradable Goods
	Other Model Results

	Policies_covid_170323_dtbc.pdf
	Introduction
	Model
	Government, policies and limitations
	Households
	Firms
	Wholesale producers
	Intermediate goods producers
	Retailers
	Capital producers

	Banking Sector
	Big banks
	Small banks

	Government
	Fiscal authority
	Monetary authority


	Data and Parameterization
	Data
	Calibration
	Estimated parameters

	Policy Analysis
	Concluding Remarks
	References
	Appendix
	Market clearing conditions
	Measurement
	Observables
	Shocks
	Measurement equations

	Steady state


	Inzunza and Madeira 2023 Pension_withdrawals.pdf
	Introduction
	Data
	Methodology
	Results
	Concluding Remarks
	Chilean Pension System
	Pension FundsThe information in this section corresponds to the current investment regime for pension funds valid from February 2022 to date, as retrieved from the Chilean Pensions Supervisor website.
	Pension Fund Withdrawals


	INZUNZA_MADEIRA_2023_DTBC.pdf
	Introduction
	Data
	Methodology
	Results
	Concluding Remarks
	Chilean Pension System
	Pension FundsThe information in this section corresponds to the current investment regime for pension funds valid from February 2022 to date, as retrieved from the Chilean Pensions Supervisor website.
	Pension Fund Withdrawals


	TOpazo_DTBC_final.pdf
	Introduction
	Literature Review
	Theoretical Literature
	Empirical Literature
	Transmission Channels

	Data
	Consumer Expenditure Survey
	Monetary Policy Shocks

	Empirical Strategy
	Local Projections
	Smooth Local Projections

	Empirical Results
	Age Cohort Estimation
	Tenure Cohort Estimation
	Educational Cohort Estimation

	Robustness Checks
	"Normal" Local Projections
	Gertler & Karadi Shocks
	Sample selection
	Lag structure

	Conclusion
	Appendix
	Smooth Local Projection
	Tables
	Figures


	ForwardGuidance_CogDiscounting_AriasGarciaRojas_DTBC.pdf
	1 Introduction
	1.1 Related Literature

	2 Empirical evidence
	3 A large DSGE model
	3.1 Introducing behavioral features

	4 Estimation strategy: System Priors
	5 Results
	5.1 Estimation
	5.2 The Forward Guidance Puzzle
	5.3 Dynamics
	5.4 Extending cognitive discounting and the use of data on expectations

	6 Conclusions
	References
	A Complementary results
	B Introducing Cognitive Discounting in Dynare
	B.1 Generalizing shock-specific cognitive discount factors

	C Mutual Funds
	C.1 Ricardian Households
	C.2 Mutual Funds


	Castro_Cerletti_SalesDisruption_v3.2.pdf
	Introduction
	The 2019 social unrest in Chile as a sales disruption
	Data This study was developed within the scope of the research agenda conducted by the Central Bank of Chile (CBC) in economic and financial affairs of its competence. The CBC has access to anonymized information from various public and private entities, by virtue of collaboration agreements signed with these institutions.
	Firm-level information To secure the privacy of workers and firms, the Central Bank of Chile (CBC) mandates that the development, extraction and publication of the results should not allow the identification, directly or indirectly, of natural or legal persons. Officials of the CBC processed the disaggregated data. All the analysis was implemented by the authors and did not involve nor compromise the CBC or the institutions that share their data with the CBC.
	Geographic information
	Sample and definitions

	Empirical analysis
	Event-Study
	Monthly regressions
	Frims' adjustments in response to the shock
	Financial constraints

	Back-of-the-envelope decomposition of the response of firms to the shock
	Repayment behavior and loan origination


	Additional results and robustness checks
	Placebo test of baseline estimations
	Retail firms, hotels and restaurants
	Multi-establishment firms

	Conclusions
	Appendix
	Definitions and summary statistics
	Summary statistics
	Repayment behavior and loan origination: Linear probability model
	Distribution of fitted values of the effects


	DTBC_FrankenJara2023.pdf
	Introduction
	The Chilean Survey of Bank Lending Standards
	Methodological Issues and Data
	A Local Projections Approach
	A Taylor Rule Based Monetary Policy Shock (TRB-MPS)
	Other Control Variables

	Results
	Baseline results.
	Periods of highly contractionary monetary policy stance
	Periods when the banks’ capital position is a constraint
	Monetary policy shocks at different time horizons

	Concluding Remarks
	Analytical framework
	Shocks and surprises to the Monetary Policy Target Rate in Chile
	Additional figures
	Additional tables

	CEMLA_Policy_Note (7).pdf
	Introduction
	Recent Developments and Main Challenges for the Chilean Economy
	Macroeconomic Effects of Climate Change
	Sectoral Analyses of Climate Change
	Current Advances in Measuring the Economic Impact of Climate Change

	An Overview of the Structural Research Agenda at the Central Bank of Chile
	Conclusion

	102023_International_sourcing_during_Covid19_paper.pdf
	Introduction
	Datasets
	Merging and Cleaning Methodology
	Representativeness of the Dataset
	Variable Transformations
	Sample Definitions

	Stylized facts
	Data at a Glance
	A Focus on Trade Dynamics
	A Focus on Varieties

	Unit Values
	Empirical analysis
	Firm-product regressions.

	Results
	Conclusions
	Data coverage
	Summary statistics by firm size
	Import Dynamics by Firm Size
	Number of exported/imported varieties by Firm Size
	Additional tables and graphs

	Draft_September_2023.pdf
	Introduction
	Empirical Analysis
	Data
	Sample Selection and Descriptive Statistics
	Relationship Measures

	Relationship Lending and Terms of Credit
	Relationship Lending and Firm Characteristics

	The Model
	The Environment
	Solution
	Functional Forms
	Calibration
	Goodness of Fit


	Policy Experiments
	Monitoring and Screening
	Working Capital and Collateral Constraints
	Combined Effects

	Alternative Specifications of Monitoring Costs
	Scale Invariant Monitoring Costs
	Scale Varying Monitoring Costs

	Conclusion
	Data
	Coverage
	Sample Selection
	Data Definitions

	Additional Tables
	Production Function Estimation
	Solution of the Model

	NHO_HANK_180823.pdf
	Introduction
	Empirical Evidence
	Data
	Fact 1: Expenditure Shares Vary Along the Income Distribution
	Fact 2: Expenditure Shares' Correlate with Income Elasticity over the Business Cycle
	Fact 3: Expenditure Shares Respond to Income Shocks in Accordance with their Income Elasticities

	A Model of Consumption with Heterogeneous and Time-Varying Expenditure Shares
	Households
	Workers' Union
	Firms
	Monetary Authority
	Fiscal Policy
	Aggregation

	The Role of Non-homothetic Preferences
	The Transmission of Fiscal Shocks
	Calibration
	Aggregate and Sectoral Responses to Fiscal Transfer Shocks

	Conclusion
	Empirical Appendix
	Additional Static Evidence
	Disaggregated Expenditure Patterns
	Consumption Patterns Across Labor Income Distribution
	Expenditure Patterns Across Different Waves of the Consumption Expenditure Survey

	Expenditure Patterns in Other Countries
	Data Validation
	Additional Time-varying Evidence
	Cyclicality of Aggregate Expenditure Shares in the Full Sample
	Robustness of Local Projections

	Model Details
	Households
	Workers' Union
	Firms


	cog_preg.pdf
	Introduction
	Literature
	Empirical Evidence
	Data Description
	Descriptive Statistics
	Cognitive Skills and Age at First Childbirth
	Pregnancy Timing and Education
	Early Pregnancies and Marriage

	The Effect of Cognitive Skills on Fertility

	Model
	Environment and Timing
	Rest of Life: Fifth to Ninth Period (30-49 Years Old)
	Young Adult: Third and Fourth Period (22-29 Years Old)
	Third Sub-Period Young Adult: Consumption and Child Investment
	Second Sub-Period Young Adult: Contraception
	First Sub-Period Young Adult: Marriage

	College Age: Second Period (18-21 Years Old)
	Third Sub-Period College Age: Consumption and Child Investment
	Second Sub-Period College Age: Continue College
	First Sub-Period College Age: Contraception

	Teen: First Period (14-17 Years Old)
	Third Sub-Period Teen: Consumption, Child Investment, and College Attendance
	Second Sub-Period Teen: Continue High School
	First Sub-Period Teen: Contraception

	Functional Forms and Parameters
	Preferences (3)
	Fertility (10)
	Marriage Market (7)
	College Attendance and Graduation (7)
	High School Graduation (3)


	Model Estimation
	Exogenous Parameter
	Wages Profiles
	Endogenous Parameters

	Results
	Model Fit
	Cognitive Skills and Pregnancies
	Education Outcomes
	Marital Outcomes

	Mechanisms Decomposition and the Importance of Ability
	The Importance of Cognitive Skills
	Contraception Costs as Consumption Equivalent

	Teen Pregnancies and Education Outcomes
	Do Teen Pregnancies Lead to Lower Academic Performance or Vice-versa?
	The Effects of Reduce Contraception Cost

	The Decline in Teen Pregnancies During the '90s
	Conclusion
	Data 
	Wages Process 
	Estimated Parameters 
	Estimated Models Fit 
	Estimated Parameters NLSY79 vs. NLSY97

	Tesis - Maria Teresa Reszczynski.pdf
	Introducción
	Revisión de Literatura
	Modelo Teórico
	Datos
	Producto Interno Bruto
	Temperatura y Precipitación
	Temperatura Máxima y Mínima

	Metodología
	Resultados
	Efectos Heterogéneos por Estación del Año
	Temperaturas Máximas y Mínimas
	Temperaturas máximas y sequía: cantidad de días dentro de un trimestre donde la temperatura supera cierto umbral y la precipitación es cero

	Conclusión
	Bibliografía
	Apéndice 1
	Apéndice 2
	Apéndice 3
	Apéndice 4


	Central_Bank_Independence_at_Low_Interest_Rates.pdf
	Introduction
	A measure of political pressure faced by the Fed
	Empirical analysis
	Hearing transcripts
	Congressional bills

	Central bank independence and optimal policy
	The baseline model
	State-dependent intervention risk

	Conclusion
	Appendices
	Examples of coded statements and summary statistics
	Coded meetings
	Additional empirical analysis
	Additional sensitivities to the baseline model specification


	Parental_Altruism_College.pdf
	Introduction
	Literature
	Empirical Evidence
	Data
	Parents' Consumption and Children's Position in the Income Distribution.
	Inter-vivos Transfers, Bequests and Income Distribution.
	Transmission of Children Income Shocks to Parent Consumption

	The Model
	Model Demographics
	Model Decision Timing
	Parent-Child Decision Problem
	Parent-Child Problem in the Last Parent Period
	Parent-Child Problem After College and Before Parent Last Period
	Parent-Child Problem at College Decision

	Equilibrium Definition

	Estimation
	Functional Forms and Preferences
	College Cost
	Retirement Income
	Income Process
	Return on Ability
	Ability, Parent Altruism, and Psych College Cost

	Model Results
	The role of Parent Transfers on Education Achievement
	Conclusion
	HRS Consumption Data
	In-Kind Transfer
	Equilibrium Properties
	Parent-Child Problem when the Child Decides College
	Parent-Child Problem After College and Before Parent Last Period
	Parent-Child Problem During Parent Last Period

	Model Solution Algorithm

	Input_Price_Disp_Misallocation.pdf
	Introduction
	Data
	Data description
	Summary statistics

	Empirical findings
	Price dispersion across buyers
	Robustness
	Which products have more dispersed prices?

	Price gaps and differences in costs of supplying different buyers
	Shipping costs
	Payment terms

	Correlation of price gaps over time
	What drives variation in price gaps? 
	Price gaps and buyer's size
	Price gaps and buyer-seller relations
	Price gaps and quantity discounts

	Price-quantity menus
	Taking stock

	Model
	Response to changes in markups
	Theoretical results

	Quantitative results
	Mapping the model to data
	Measuring dispersion in markups across buyers
	Network statistics
	Parameterization

	Eliminating markup dispersion across buyers
	Eliminating markup dispersion across products


	Conclusion
	Additional tables and figures
	Data
	Additional datasets
	Data cleaning

	Model derivations
	Equilibrium characterization

	Solution Algorithm

	UIP_paper.pdf
	Introduction
	A model of exchange rates and interest rate differentials
	US MP and long-term US yields
	Country j block
	Equilibrium
	Linking the model to the empirical strategy

	Data
	Monetary Policy Shocks
	FOMC shocks
	Domestic MP shocks

	Uncertainty Shocks
	Evidence on currency excess returns
	Conclusion
	Model: equilibrium characterization and proofs
	Equilibrium characterization
	Proof of Proposition 1

	Data coverage
	Auxiliary evidence on expectations and exchange rate shocks
	Country-specific results
	Robustness
	Sample extension: November 2008–November 2020
	Robustness on uncertainty events

	Unconditional currency excess returns

	Pustilnik_TradePolicy_DTBC_revisado.pdf
	Introduction
	Institutional Framework and Data
	Colombian Tire Industry and the imposition of Antidumping
	Data

	Stylized Facts
	Price Effects and Country-Level Reallocation
	Heterogeneous import reallocation patterns at more desegregated levels of observation


	Model
	Simple models ignore importer-supplier networks
	A trade model with network connections
	Nested Constant Elasticity of Substitution Demand
	Model implications for reallocation elasticity
	Importer's problem


	Estimation
	Linear specification and identification
	Caveats for linear specification
	Corrections for exit and GMM estimation
	Corrections for exit
	Generalized Method of Moments


	Findings and Trade Implications
	Conclusion
	Additional figures from empirical facts
	Price Indexes, Non-linearities and Exit
	GMM


	Wages_and_Labor_Elasticity_to_Firm_Schocks_2024.pdf
	Introduction
	Data
	General Characteristics
	Sample

	Empirical Strategy
	Firm Shocks Measurement
	Sales
	Alternative measure: TFP

	Wage Pass-Through Estimations on Stayers
	Stayers Definition

	Effects on Workers that Leave the Firm
	Extensive Margin Estimations at the Individual and Firm Level
	Intensive Margin Estimations on Displaced Workers


	Results
	 Intensive Margin: Wages Elasticity to Firm-Level Shocks
	Average effects on stayers' wages
	Asymmetries and Non Linearities
	Heterogeneity in Earnings Elasticities by Worker's characteristics
	Cyclical Conditions and Earnings Elasticities

	Extensive Margin: Firm-Level Shocks and Employment Responses
	Firm-level shocks and effect on individual separation probabilities
	Firm level effects on total employment and the wage bill
	Earnings Effects of Job Losses


	Conclusions
	Appendix A
	Appendix B
	Instrumental variables


	Wages_and_Labor_Elasticity_to_Firm_Schocks_2024_Submission.pdf
	Introduction
	Data
	General Characteristics
	Sample

	Empirical Strategy
	Firm Shocks Measurement
	Sales
	Alternative measure: TFP

	Wage Pass-Through Estimations on Stayers
	Stayers Definition

	Effects on Workers that Leave the Firm
	Extensive Margin Estimations at the Individual and Firm Level
	Intensive Margin Estimations on Displaced Workers


	Results
	 Intensive Margin: Wages Elasticity to Firm-Level Shocks
	Average effects on stayers' wages
	Asymmetries and Non Linearities
	Heterogeneity in Earnings Elasticities by Worker's characteristics
	Cyclical Conditions and Earnings Elasticities

	Extensive Margin: Firm-Level Shocks and Employment Responses
	Firm-level shocks and effect on individual separation probabilities
	Firm level effects on total employment and the wage bill
	Earnings Effects of Job Losses


	Conclusions
	Appendix A
	Appendix B
	Instrumental variables


	macro_ineq_polar_Ene2023.pdf
	Introduction
	Literature Review
	The Model
	Calibration
	Results
	Conclusions

	Daniel_Guzman_DTBC_March_30_2024.pdf
	Introduction
	Data
	Household Survey of Colombia
	Unemployment Rates

	Empirical Strategy
	Results and Discussion
	Conclusions
	Data
	Construction of datasets
	Tenure and Unemployment Spell Categories
	National Unemployment Rate: Seasonally Adjusted

	Data Description
	Average tenure length


	Additional Empirical Results
	Formal status interaction
	Maximum unemployment rate
	Minimum unemployment rate and small firm interaction


	hank_dtbc_final_0424.pdf
	Introduction
	Facts on Household Heterogeneity in Chile
	Assets' Holdings Heterogeneity
	Share of hand-to-mouth
	Labor Income Inequality and Risk
	Heterogeneous Cyclicality of Labor Income
	Firms' Ownership and the Cyclicality of Markups

	Models
	Households
	Firms
	Mutual Fund
	Labor Markets
	Government, Monetary Authority, and Aggregation

	Sources of Consumption Fluctuations
	Comparing SW-OA & SAM-OA HANK
	Calibration
	Response to a Fiscal shock

	Comparing SW-OA with SW-TA HANK
	Calibration
	Monetary Policy Shocks

	Conclusions
	Assets decomposition, different Data Sources
	The Household Finance Survey (EFH)
	Obtaining the Shares of Hand-to-Mouth and robustness analysis
	Robustness Analysis

	Tables and Figures
	Empirical
	Figures of Section 5

	Details of the model
	Firms
	Mutual Fund
	Sticky Wages
	Government

	Response to a Monetary shock in SW-OA v/s SAM-OA
	The Role of Investment in the Monetary Transmission in SW-OA and SW-TA

	csanchez_jmp.pdf
	Introduction
	The Educational System and Vouchers in Chile
	The Model
	Demand
	Supply
	Theoretical and Empirical Motivations for Fully Cursed Equilibrium

	Data and Educational Markets
	Estimation and Identification
	Demand
	Preferences for Schools
	School Value Added
	Linking Mean Utilities to School Value Added and Other Characteristics

	Supply

	Results and Analysis
	Estimates
	School Value Added
	Preferences
	School Costs

	Policy Analysis and Counterfactuals

	Conclusions
	Discussion on the Supply Side Modeling Assumptions
	Data
	A Market Example

	accounting_for_nature_dtbc.pdf
	Introduction
	Economic models and Nature
	A two-bloc model with natural capital
	General specification
	Households
	Firms

	Modeling natural capital
	Natural capital with no critical threshold
	Natural capital with a critical threshold

	Aggregation and market clearing
	Competitive Equilibrium
	FOCs, shadow price of Nature and Hotelling condition
	Social planner problem

	Model calibration and dynamics
	Calibration
	Macroeconomic parameters
	Environmental parameters

	Model dynamics
	Model dynamics with no technological growth
	Model dynamics with technological growth


	An example of Nature-positive green policy
	Conclusion
	Appendix
	Competitive Equilibrium- First Order Conditions
	Social Planner Problem - First Order Conditions
	Proofs


	Gonzalez-Astudillo_Guerra-Salas_Lipton_Consolidations.pdf
	Introduction
	Related Literature
	The DSGE Model
	Households
	Firms
	Fiscal Policy
	The Rest of the World
	Aggregation and Market Clearing
	Driving Forces

	Parametrization Strategy
	Calibrated Parameters
	Estimated Parameters

	Model Performance and Dynamics
	Fiscal Consolidations
	An Increase in the Consumption Tax Rate
	An Increase in the Labor Income Tax Rate
	An Increase in the Capital Income Tax Rate
	A Reduction in Government Consumption
	A Reduction in Government Investment
	A Reduction in Government Transfers
	Full Fiscal Consolidation
	Revenue- and Expenditure-Based Consolidations

	Conclusion
	Stationary Equilibrium Conditions
	Steady State
	Data Details
	Shock Decomposition for Observables

	RossoCalani_dtbc.pdf
	Introduction
	Data and stylized facts
	Data sources and descriptive statistics
	Stylized facts on wealth inequality and portfolio choice
	Sensitivity analysis

	Model
	Baseline quantitative analysis
	Calibration
	The role of the adjustment cost 
	The Merton model as a useful benchmark
	Stationary distribution of wealth
	Two-asset Aiyagari model as a useful benchmark
	The amplifying effect of adjustment costs in wealth inequality
	Decomposing top shares


	Discussion and extensions
	Richer return heterogeneity
	Decreasing relative risk aversion

	Concluding emarks
	Data generation and definitions
	Additional tables and figures
	Additional tables
	Additional figures

	Numerical Strategy
	Solving the HJB Equation
	Solving the KF Equation

	Proofs
	Derivation of the HJBQVI
	Proof of the Merton Rule


	Paper_Info_BRACL.pdf
	Introduction
	Description of the Monetary Policy Frameworks and Datasets
	Monetary Policy Frameworks
	Datasets
	Brazilian Dataset
	Chilean Datasets

	Benefits (and Concerns) of the Datasets

	Empirical Analysis
	Main Regressions
	Main Empirical Results
	The Response of Inflation Expectations
	The Response of Output Expectations

	Additional Empirical Results

	Simple Model with an Information Shock
	Log-linearized Equilibrium Conditions
	Timeline and Expectations Formation
	Results of the Model

	Conclusion
	Appendix
	Additional Descriptive Statistics
	Appendix to the Main Empirical Results
	Brazil
	Chile

	Appendix to the Additional Results of the Empirical Section
	Intensity of Surprise
	Different subsamples
	Different measures

	Appendix to Motivating Model
	Environment and Problems of Every Agent
	Model Solution
	Extracting information from the signal
	Extracting Information About One Shock
	Extracting Information About Two Shocks



	supply_chain_uncertainty_and_diversification_BCG.pdf
	Introduction
	Related literature

	Model
	Setup
	Preferences
	Technology and Market Structure
	Discussion of assumptions

	Equilibrium
	Final-Good Firm Behavior Conditional on Sourcing Strategy, Ij()
	Choice of Optimal Sourcing Strategy, Ij()
	Equilibrium
	Gravity Equation
	Herfindahl-Hirschman Index (HHI)
	Simple Case: 2 Countries with Aggregate Shocks
	Expected Profits' Decomposition
	Numerical Experiment

	Data
	Data Description
	Descriptive Evidence

	Structural Analysis
	Step 1. Estimate Average Country's Sourcing Potential
	Step 2. Estimate Aggregate and Idiosyncratic Uncertainty
	Step 3. Estimate firm-level fixed costs of sourcing for each country pair
	Results
	Fit of the model

	Counterfactual
	Conclusion
	Theoretical Appendix
	Proof of Proposition 1
	Proof of Proposition 2
	Gravity Equation

	Numerical Experiment Appendix
	Data Appendix
	Estimation Appendix

	Página en blanco
	Migration_and_Climate_Change_20240701.pdf
	Introduction
	Related literature
	The past: case studies in environmental stress, migration, and social dislocation.
	The end of the Bronze Age (circa 1200 BCE)
	Climate events and the Eastern Mediterranean collapse (circa 1000 ACE)
	The Bhola cyclone, the Indo-Pakistani war of 1971, and the creation of Bangladesh
	Environmental degradation, the Rwandan genocide, and conflict in the Congo basin (1994-2001)

	The Present: Quantitative Analysis
	Data
	Climate classification data.
	Migration data.
	Agricultural data.
	Weather data.
	Economic data.
	Weather projections.
	Projected population.

	Trends over time
	Empirical approach
	Results
	Heterogeneity of the impacts by type of climate and income per capita

	The Future: Projecting Climate Scenarios up to 2100
	IPCC Scenarios
	Tipping Point Scenario - AMOC Collapse

	Conclusions

	Sin título
	Análisis_de_red_v3.pdf
	Introducción
	Análisis de redes
	Literatura relevante
	Metodología
	Índices de Centralidad Nodal
	Visualización de la red

	Datos
	Resultados
	Valued Out-degree Centrality
	Out-Proximity Centrality
	Conclusiones generales

	Análisis de resultados
	Relación con Activos Totales
	Índice de Importancia Relativa

	Consideraciones finales y pasos futuros

	Distortions_in_Networks_with_Multi_Product_Firms_revised_DTBC_08162024.pdf
	Introduction
	Reduced form evidence
	A theory to aggregate distortions in networks with multi-product firms
	Joint production
	Network Setup
	Input-Output Definitions
	Network Distortion
	Aggregation Theorem with multi-product firms within production networks

	Data and estimation
	Data Cleaning and Implementation Strategy
	Construction of Sufficient Statistics
	Product-Level Cost-Based Domar Weights
	Product-Firm Level Price Indices
	Product-Level Markups
	Network distortion
	Aggregate Objects


	Application: Decomposing Aggregate TFP Growth
	Conclusion
	Additional Figures and Tables
	Comparison with Baqaee2020-mr with simple example with non-joint production 
	Product distortions 
	Detailed Methodology for Product-Level Markup Estimation
	Proofs

	paperCesantia_sept24.pdf
	Introduction
	Stylized Facts of High-Frequency Big Data Time Series
	Econometric strategy
	The algorithm
	Quantitative macroeconomic leading indicators built from tall big data adjusted for calendar and weather effects

	Empirical application to Daily Jobless Claims in Chile
	Description of the data
	Implementation details
	Results

	Conclusions
	Appendices
	Appendix Appendix

	Optimal_Fiscal_Policy final.pdf
	Introduction
	A New Keynesian multi-sector model
	Setup
	Efficient allocation
	Approximate equilibrium dynamics

	The Optimal Policy Mix under Sticky Prices
	Trade-offs
	Optimal Policy

	Empirical Evidence
	Government demand is flexible
	Government demand indeed plays a stabilization role

	Implications
	Calibration
	Divine coincidence
	Cost-push shocks
	Cyclicality of aggregate government spending

	Conclusion
	Steady-State Solution
	Welfare function
	Solution for Time-Consistent Optimal Policy
	Feasibility of a Fiscal Divine Coincidence

	ABDGH_240930.pdf
	Introduction
	Theory
	Set-up
	The Incidence of Distortions

	Data
	Measurement
	Exposure Matrices
	Elasticities of Substitution
	Distortions

	Counterfactuals
	The Distributional Impact of Eliminating All Wedges

	Conclusion

	ABDGH_241023_UPDATE.pdf
	Introduction
	Theory
	Set-up
	The Incidence of Distortions

	Data
	Measurement
	Exposure Matrices
	Elasticities of Substitution
	Distortions

	Counterfactuals
	The Distributional Impact of Eliminating Wedges

	Conclusion

	ABDGH_LASTUPDATE.pdf
	Introduction
	Theory
	Set-up
	The Incidence of Distortions

	Data
	Measurement
	Exposure Matrices
	Elasticities of Substitution
	Distortions

	Counterfactuals
	The Distributional Impact of Eliminating Wedges

	Conclusion

	ABDGH_241121_updatev2.pdf
	Introduction
	Theory
	Set-up
	The Incidence of Distortions

	Data
	Measurement
	Exposure Matrices
	Elasticities of Substitution
	Distortions

	Counterfactuals
	The Distributional Impact of Eliminating Wedges

	Conclusion

	ABDGH_250708.pdf
	Introduction
	Theory
	Set-up
	The Incidence of Distortions

	Data
	Measurement
	Exposure Matrices
	Elasticities of Substitution
	Distortions

	Measuring the Incidence of Distortions
	The Distributional Impact of Eliminating Wedges
	Which Distortions Matter More?
	Equity-Efficiency Tradeoffs

	Conclusion
	Theory Appendix
	Change in Welfare
	Change in Prices 
	Changes in Profits 
	Changes in Sales and Factor Income Shares 
	Change in Cost Shares 
	System of Equations in Matrix Form

	Data Appendix
	Raw datasets
	Administrative datasets

	Survey data
	Other data sources
	Data Cleaning
	Censoring
	Identify Capital Transactions
	The Rest of the World
	Factor Markets
	Multiproduct Retailers and Wholesalers

	Sample of firms
	Geography, sector, geography and product information
	Firms labor, capital, material, output
	Residual firm

	Sample of individuals
	Compute the ownership matrix
	Individual's consumption, labor income, capital income, profit income
	Additional individuals
	Other individuals' characteristics
	Group individuals into households

	Statistical Matching Between Administrative and Survey
	Matching Many Surveys
	Informal Firms
	Individual's Income
	Individual's Consumption

	Wedges
	Industry-Specific Cost Shares for the US
	Assign each Chilean firm its American counterpart input cost shares
	Input Wedges



	NLP_SC_Amartner_DTBC_v12062025.pdf
	Introduction
	A Model of Nonlinear Prices in Supply Chains
	The Optimal Nonlinear Price: Basic Construct
	Nonlinear Prices in Supply Chains
	Equilibrium Notions
	Linear Pricing Equilibrium
	Nonlinear Pricing Equilibrium
	Inefficiencies
	Optimal Policy

	Descriptive Evidence
	Model Calibration and Quantification
	Calibration
	Quantification

	Conclusion
	Additional Descriptive Evidence
	Residual Price Determinants by Selected Industries
	Average Quantity Discount by Sector
	Test for Buyer Power Data Generation Process
	Quantity Discount Quantiles Bins
	Firm Sales Partition

	Model Details
	Virtual Surplus
	No Profitable Price Deviation
	Feasibility and Zero Profit Condition
	Optimal Nonlinear Price in Supply Chains


	HKM_07082025.pdf
	Introduction
	Theory
	Ex-Post Sufficient Statistics
	Examples
	Ex-Ante Structural Analysis
	Application: Disaggregated Growth Accounting
	Open Economy

	Data
	Measurement
	Distortions
	Cost-Based Domar Weights and Final Demand Groups
	Aggregate Objects

	Results
	Robustness: Closed Economy, Material Wedges, and Industry Aggregation

	Conclusion
	Proofs
	Data Cleaning and Representativeness
	Wedges Estimation Strategy and Results

	BeyondCosts_v2.pdf
	Introduction
	Data
	Firms' prices

	Empirical framework
	Marginal costs
	Competitors' prices
	Identification challenges

	Five facts about strategic complementarities
	Fact 1: strategic complementarities are overwhelmingly important
	Extensive and intensive margins of price adjustments

	Fact 2: strategic complementarities are of first order importance across sectors
	Fact 3: state-dependent strategic pricing
	The 2021–2022 inflation surge

	Fact 4: strategic complementarities as `rockets and feathers'
	Fact 5: market structure shapes firms’ strategic pricing responses

	Robustness
	Conclusions
	Regular prices
	Price rigidity of CPI and PPI products
	Classification of product varieties into product categories
	Decomposing pass-through into frequency and magnitude of price adjustments
	Alternative measures of high and low inflation
	Statistical differences
	Evidence on retail firms
	Other IV regressions

	2025_MEDEL_GLOBAL_EPU_DTBC2.pdf
	Motivation, aim, and main results
	Econometric strategy and results
	Data
	Estimation of domestic and global components
	Synchronisation measures
	Mean phase coherence
	Multivariate wavelet coherence


	Concluding remarks
	Dataset description
	Domestic and global components of EPU

	Sentimiento_Chile (2).pdf
	Introduction
	Literature Review
	Chile's Monetary Policy Framework and Communication
	Methodology Sentiment Index 
	General Dictionary Method
	Bigrams and trigrams
	Negations and exceptions

	Applying Methodology in Spanish

	Tone and Subtone Indexes Methodology
	Data
	Results
	Dictionary and Classification
	Press Release's Sentiment Index
	Agreement between Documents

	Sentiment Indexes Decomposition
	Short Term Monetary Policy Anticipation
	Effects of Monetary Policy Surprises on the Bond Market

	Conclusion
	Modifiers Dictionaries

	ENG DTBC central banks - GEC.pdf
	Documento de Trabajo N  xxx
	Decoding Central Banks' Practices: A Closer Look at Inflation Expectations Surveys0F

	04092025_Sector inmobiliario_vf.pdf
	Bibliografía

	2025_MEDEL-UNANCHORING_sent.pdf
	Introduction
	Literature review
	Econometric strategy and results
	Data
	Inflation expectations beyond the policy horizon
	Uncertainty and geopolitical tensions measures

	Time-series models' evidence
	Empirical evidence within the policy horizon
	Empirical evidence beyond the policy horizon


	Robustness results
	Integrating measures of uncertainty and geopolitical tensions
	Assessing the evolving role of uncertainty
	Composition of EEE respondents
	Sensitivity of experts, financial market participants, and corporate participants to actual inflation
	Regression results for experts, financial market participants, and corporate participants


	Concluding remarks
	Summary of descriptive statistics
	Analysis of uncertainty and geopolitical shocks on actual inflation
	Results of the experts' inflation expectations model
	Results of the financial market participants' inflation expectations model
	Results of the corporate sector participants' inflation expectations model

	2025_MEDEL-UNANCHORING_sent.pdf
	Introduction
	Literature review
	Econometric strategy and results
	Data
	Inflation expectations beyond the policy horizon
	Uncertainty and geopolitical tensions measures

	Time-series models' evidence
	Empirical evidence within the policy horizon
	Empirical evidence beyond the policy horizon


	Robustness results
	Integrating measures of uncertainty and geopolitical tensions
	Assessing the evolving role of uncertainty
	Composition of EEE respondents
	Sensitivity of experts, financial market participants, and corporate participants to actual inflation
	Regression results for experts, financial market participants, and corporate participants


	Concluding remarks
	Summary of descriptive statistics
	Analysis of uncertainty and geopolitical shocks on actual inflation
	Results of the experts' inflation expectations model
	Results of the financial market participants' inflation expectations model
	Results of the corporate sector participants' inflation expectations model

	Briones&Solorza2025_Natural_Disasters_and_Slow_Recoveries.pdf
	Introduction
	Literature Review
	Data
	Methodology
	Results
	Main results
	Other results
	Main results for floods & wildfires
	GDP by sector
	Consumption by components
	Employment by sector
	Earthquake
	Application: Floods 2023


	Robustness exercises
	Discussion
	Interpretation with neoclassical mechanism
	RBC with financial frictions
	Model


	Conclusion
	Appendix
	Descriptive statistics
	Other results
	Main results for floods & wildfires
	GDP by sector
	Consumption by component
	Employment by sector

	Robustness exercises
	GDP: Monthly company invoices
	Removing regions of the sample:

	Economic Shocks in an RBC Model

	Paper_OA_GRID_CHILE.pdf
	Introduction
	Institutional Background and Data 
	Institutional and Historical Background
	Data Description
	Descriptive Statistics

	Evolution of Earnings Inequality of Formal Employment in Chile
	Earnings Inequality
	Life-Cycle Earnings Inequality
	Income Mobility

	Dynamics of the Distribution of Earnings Growth
	Higher-Order Moments of Individual Earnings Growth
	Heterogeneity in Idiosyncratic Earnings Changes 

	Monthly Frequency Facts and the Role of Labor Market Transitions
	Data
	The Distribution of Earnings Growth Over the Business Cycle
	Labor Market Flows

	Conclusion
	Descriptive statistics year-by-year
	Distribution and log-distributions of earnigs growth fast and slow-growing phases
	Unemployment Insurance Mechanism
	Trends in Inequality: Additional Plots
	Earnings Growth and Income Risk Statistics

	Inflation_heterogeneity_FM_DTBC_rev.pdf
	Introduction
	Related Literature
	Data
	Expenditure data
	Price information
	Measures of inflation

	Inflation Heterogeneity
	Empirical strategy
	Results
	Response to a monetary policy shock
	Response to an oil news shock

	Conclusions
	Tables
	Figures




