Working Paper No. 186

Keep in mind

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

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

AUTHOR OR EDITOR

Luis Eduardo Arango, Luis Fernando Melo

The study of the asymmetric behavior of macroeconomic variables over the business cycles phases has
had a long tradition in economics. In this work we find evidence in favor of the hypothesis of having a
STAR-type nonlinear asymmetric behavior of the economic activity, over the last two decades, in three
Latin American countries: Brazil, Colombia, and Mexico. For Chile and Venezuela the null hypothesis of
a linear process could not be rejected under the method placed by Granger and Terasvirta (1993).
Economic activity is proxied by monthly based industrial production indexes. Evidence of asymmetric
behavior is also found according to the generalized impulse response functions analysis for the three
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