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Financial repression

• Understood as regulations that conduct to systematically negative interest 
rates

• Facilitated (politically) by high inflation

• Shrinkage of financial system

• Investment by those who already have savings

• Inequality in the distribution (of opportunities, at least)

Financial repression
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Source | BCRA.Note |monthly change in the log of the price level
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Note| Regions include economies at all 
income levels. The term country, used 
interchangeably with economy, does not 
imply political independence but refers to 
any territory for which authorities report 
separate social or economic statistics.

Source| World Bank
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Fixed-term deposits (April-2017): short term

Note| Denominated in domestic currency.

Source| BCRA
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Note| Mortgage debt to GDP. 
Average data for the period 2006 
to 2010. 

Source| Badev, Beck, Vado and 
Walley (2014)
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Ex ante distribution effect

• High expected inflation leads to high nominal interest rates

• Through income to payment requirements, higher portions of the 
population are unable to access credit (distribution of opportunities)

• Even if their real income is not affected by inflation

• Solution while lowering inflation: capital adjusted by inflation

Ex ante distribution effects
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Source | BCRA.
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Income required for a 30 year mortgage loan of 
USD65.000 (average home in Buenos Aires)
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Mortgage loans in UVAs (capital adjusted)

Source | BCRA.
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Ex ante distribution effects

• Typical from debtors to creditors

• See previous graph about real ex post returns…

Ex post distribution effects
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Source| BCRA based on Corso (2015) and Burdiso, Corso y Katz (2014)
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What is the Central Bank of Argentina doing?

• Set positive monetary policy interest rate in real terms

• Introduce inflation targeting regimen, with decreasing targets

• Inflation and inflation expectations are decreasing but still above targets

What is the CBA doing?
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Source| BCRA

Inflation targeting and expectations What is the CBA doing?
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Thank you.
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Low inflation and low inflation volatility as drivers of deeper
housing finance systems

Interest rate risk passed from
lenders to borrowers by
offering floating (volatile) 
rate loans, which affect 
borrowers willingness to take 
a mortgage.

62 country cross section regression, where the 
dependent variables is the average mortgage debt-
to-GDP ratio for the 2001- 2005 period.

“Markets and housing finance”. Cacdac
Warnock and Warnock (2007). NBER Significance at the 1%, 5%, and 10% levels, respectively, is denoted by a, b, and c.
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