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Latam Daily: Colombia GDP and BanRep Survey Recap

« Colombia: GDP growth misses expectations, but private consumption remains
strong; BanRep’s Survey—Inflation expectations move up and now analysts expect
only one 25 bps rate cut in 2025

COLOMBIA: GDP GROWTH MISSES EXPECTATIONS, BUT PRIVATE CONSUMPTION
REMAINS STRONG

Data released by DANE on Friday, August 15", showed that economic activity expanded
by 2.1% y/y, below Scotiabank Colpatria’s forecast of 2.6% and below market consensus
of 2.7% yly. In seasonally adjusted terms, economic growth expanded by 0.5% q/q,
slightly above the 0.3% expansion recorded in the first quarter of 2025. Both annual and
quarterly figures suggest that Colombia is affirming an expansionary phase of its
economic cycle (chart 1). This growth is being driven primarily by a strong rebound in the
services sector—particularly commerce—and, from a demand-side perspective, by an
increase in private consumption.

During Q2-2025, economic activity showed heterogeneous behaviour with a positive
contribution from services, in line with the recomposition to more sustainable sources of
growth. Positive contributions came from commerce, transport and hotels (+5.6% y/y),
agriculture (+3.8% y/y), public administration, health and education (+1.8 % y/y), and
leisure (+7.5% y/y). On the demand side, the main source of growth comes from the
private consumption (+3.7% y/y) and the expansion of government consumption (+3.9%
yly) supported by the tax collection season. Regarding overall investment, gross capital
formation expanded by 6.4% y/y, while fixed investment grew by 1.7% y/y.

It is worth noting that, as in Q1-2025, calendar effects influenced performance during Q2-
2025. Easter, which was celebrated in April 2025, resulted in less working days in Q2-2025,
creating a higher comparison base. These calendar effects were particularly disruptive in
sectors such as agriculture and manufacturing, where growth appeared stronger than in
the original (non-adjusted) series.

In the GDP reading from the supply side (sectors), economic activity results show a mixed
picture, in which, commerce, agriculture, public services and leisure leverage growth, while
mining and construction, which usually are representative of investment activity, partially
dragged the result. In Q2-2025, digging deeper in the data, retail and wholesale commerce
expanded 8.3% y/y, which was reflected in good dynamism especially on the retail sales
front, where, according to our last Retail Sales and Manufacturing Output report,

vehicles and telecommunication appliances sales explained the expansion in June 2025.
The commerce sector led the growth, followed by transport and hotels, which expanded
by 3.4% and 3.1% y/y, respectively.

Agriculture was the second-largest contributor to overall variation, driven by a greater
supply of agricultural crops, but slightly offset by a sharp decline in coffee production
(-15.8% y/y). Public administration ranked as the third main contributor, supported by
retroactive wage payments in the public sector. In contrast, oil and mining (-10.2% y/y)
and construction (-3.5% y/y) recorded a negative performance. Thus, the oil and mining
sector decreased and remained in a negative trend for about six consecutive quarters. The
main concern in this regard is the decline in crude oil and natural gas (-6.9% y/y), and coal
production (-14.6% y/y), which has been reflected in a historical drop in traditional exports
based on export performance to date. In the case of construction, this is the eighth

consecutive quarter of contraction, this time, explained by low activity in the building
sector.

From the demand point of view, the GDP expansion was driven by domestic demand
(chart 2) with private consumption up 3.7% y/y and public spending up 3.9% y/y. Private
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consumption was led by higher spending on services and non-durable goods (+4.2% y/y); Chart2

however, it is worth noting that durable goods recovery is taking place during a period of FX Colombia: GDP vs Domestic Demand

stability which contributed to more stable prices in imported goods. Public spending grew by 30

ry/y % change
3.9% y/y amid the tax collection season. 5 L
Investment continues with a slower recovery, this time explained by the increase in inventories i
with 6.4% y/y growth in gross capital formation and a 1.7% y/y growth in gross fixed capital BT Domestic
10 F demand

formation. Overall, investment continues below pre-pandemic levels, and the main lack is

5
especially concentrated in the housing and building sectors, in which activity levels are 10% and L\
34% below the pre-pandemic benchmark of 2019. In the external sector, the real trade deficit

-5
widened, and exports contracted by 1.6% y/y, and a 9.7% y/y increase in imports (which GDP
combined the effect of better domestic demand and inventory accumulation). With this result,
the trade deficit increased from 10.1% of GDP in Q2-2024 to 12.5% of GDP in Q2-2025.
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Our take on Friday’s data is that the economic recovery continues to be driven by the 25 L
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traditional resilience in household consumption, rather than a rebound in investment. For now, ) )
Sources: Scotiabank Economics, DANE.

we maintain our 2025 GDP forecast at 2.6% y/y. Although the data fell short of expectations,
recent economic data have reinforced the central bank’s cautious stance. At its July 31
meeting, the Board surprised analysts by keeping the policy rate unchanged, contrary to

expectations of a resumed easing cycle. In our view, economic activity remains solid, the output Chart3
gap is still negative but is expected to close by 2026, and fiscal uncertainty continues to be a Colombia: GDP 2Q-2025 by Sector
major concern for the Board. For these reasons, we do not anticipate any rate cuts at BanRep’s Leisure
meetings for the remainder of the year, implying that the interest rate will likely remain at Commerce, trans. & hotels
9.25% through the end of 2025. Agriculture
Communication
Highlights Financial services

e On the supply side in Q2-2025, commerce (which include transport and hotels), Real eStase Services
agriculture, public services and leisure contributed the most to economic growth (charts Profess'i)::alllcaii:;/\/iltci:z
3 and 4). Commerce grew by 5.6% y/y (0.0% q/q SA) with a contribution of 1.1 ppts, Utities
followed by agriculture that registered an expansion of 3.8% y/y (1.5% q/q SA) with a

Manufacturing

contribution of 0.4 ppts, and public administration (which includes health and education Construction

services) with an expansion of 1.8% y/y (0.0% q/q SA) with a contribution of 0.3 ppts.

Qil & mining -10.2 change

Leisure increased by 7.5% y/y (-2.4% q/q SA), followed by services such as real estate 5 10 5 0 5 10
(2.0% y/y and 0.6% q/q SA) and financial services (2.8% y/y and 0.8% q/q SA). Sources: Scotiabank Economics, DANE.
Manufacturing maintained its positive trend with a boost of 0.9% y/y (1.0% q/q SA) mainly

explained by an expansion of the apparel sector.

e  On the negative side, oil and mining and construction were the ones that offset growth Chart 4
(charts 3 and 4 again). Mining industries dropped by -10.2% y/y (-5.1% q/q SA), subtracting Colombia: GDP 2Q-2025
-0.5 ppts of the total result, remaining in negative trend for about six consecutive quarters. by Contribution
. e . . . . Commerce, trans. & hotels 0.8
Construction activities continued with a negative trend and registered a drop of -3.5% y/y pgriculture .
in the period (-0.1% g/q SA), that is mainly attributed to the decrease of -9.7% y/y (-2.2% Leisure 06
a/q SA) in the building sector which has registered negative results for about eight Public services
consecutive quarters; the good dynamic in civil infrastructure works which increased by Real estate services
9.6% y/y (5.2% q/q SA) partially offset the negative trend. Financial services

Manufacturing

e  Private consumption drove the domestic demand result, and public spending registered Professional activities

arecovery (chart 5). Domestic demand increased by 4.2% y/y (1.2% q/q SA). Private Communication

consumption contributed the most and continues with a positive trend with an increase of Utilities -0.1

3.7%yly (0.1% g/q SA) and continues above the long-term consumption trend for Construction -0.2

Colombia but with a more sustainable level. Thus, household consumption reflected higher Oil&mining . -03 | ppts
spending on non-durable goods (4.2% y/y), services (2.3% y/y), and durable goods (14.8% ! 0 1

Sources: Scotiabank Eéonomics, DANE.
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yly), while spending on semi-durable goods remains in a positive trend with an increase of 7.7% y/y. In contrast with last year,
government spending grew by 3.9% y/y (2.6% qg/q SA) during this period. However, it is worth noting that in 2025, economic activity is
expected to continue showing a recovery on the private consumption side, as the public sector faces a huge liquidity constraint and
reduction on its investment budget.

¢ Inthe case of investments, gross capital formation expanded by 6.4% y/y (2.7% q/q SA) and fixed investment expanded by 1.7%
yly (3.4% q/q SA). These results suggested that inventories increased during the second quarter. The main contributors in investment
growth were machinery and equipment (11.6% y/y) and biological resources (4.1% y/y) but were offset by housing (-10.6% y/y) and
other buildings (-1.2% y/y). It's important to note that investment is still weak and representing 17% of GDP, below what it used to be
five years before the pandemic, ~ 22% of GDP.

e  On the external balance side the widening of the trade deficit was driven by a decline in exports and a surge in imports (chart 6).
Thus, exports dropped by 1.6% y/y (-0.3% q/q SA) and contributed -0.2 ppts, while imports had a variation of 9.7% y/y (2.6% q/q SA),
offsetting with -2.1 ppts to the general growth result. It is worth noting that imports of goods expanded by 12.5% y/y in Q2-2025, which
represents a higher growth rate compared to one year ago (0.8% y/y).

Economic Activity Indicator (ISE):

¢ InJune, the ISE grew by 2.9% (-1.1% q/q SA) compared to June 2024, with 10 of the 12 activities showing positive variations (chart
7). The performance was mainly due to an increase in public services (which includes health and education services) which increased
5.4% y/y and contributed by 0.9 ppts, commerce, transport, and hotels with an expansion of 4.5% y/y and a contribution of 0.8 ppts,
agriculture with 6.0% y/y and a contribution of 0.6 ppts, and manufacturing with an increase of 3.1% y/y and a contribution of 0.3 ppts.
On the negative side, oil and mining recorded a drop of -4.5% y/y subtracting 0.2 ppts of the result, followed by finance and insurance
activities which contracted by -3.5% y/y subtracting 0.2 ppts.

Chart5 Chart 6 Chart7
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—Valentina Guio

BANREP’S SURVEY—INFLATION EXPECTATIONS MOVE UP AND NOW ANALYSTS EXPECT ONLY ONE 25 BPS RATE CUT IN 2025

The central bank (BanRep) published its survey of economists’ expectations for August. Inflation expectations rose compared to the
previous survey, explained by an upward surprise in July inflation. For December 2025, headline inflation expectations increased by 15 basis
points to 4.94%. Over a one and two-year horizon (chart 8), expectations increased by 7bps and 3bps, respectively, although at a level that
would be within BanRep’s target range (defined between 2% and 4%).

The results are below the path projected by Scotiabank Colpatria, as we estimate year-end inflation of around 5.20% and that by 2026 it
will fall within the target range, closing at 3.98%, higher than the consensus forecast of 3.85%. In the short-term, inflation expectations are
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0.19% for August, implying an increase in annual inflation from 4.90% in July to 5.10% in
August. Scotiabank Colpatria expects August inflation to be 0.23% m/m and 5.14% y/y,
above consensus expectations. Furthermore, in our baseline scenario, we continue to
expect inflation to remain above 5% for the remainder of the year.

Regarding monetary policy, analysts do not expect rate cuts at the September meeting. At
the July meeting, the board decided to keep rates stable at 9.25%, in a split decision, again
with four members in favour of stability, two in favour of a 50bps cut, and one in favour of a
25bps cut. The majority group emphasized the need to remain cautious, given a scenario in
which economic activity has performed better than expected, while inflation remains above
the target range. Furthermore, restrictive international financial conditions in a context of a
wide fiscal deficit, and uncertainty about the minimum wage are some of the constraints on
initiating the easing cycle. Analysts currently only await a rate cut in October of 25bps to
9%, the level at which the bank would close out 2025, while for end-2026 they expect a rate
of 7.50%. Scotiabank Colpatria projects a rate of 9.25% for December 2025 and 7.50% for
2025.

Regarding the exchange rate, the consensus revised its outlook downward for

August 18, 2025
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i Table 1: Colombia—Headline Inflation Expectations
2025 and 2026. For December 2025, analysts estimate an exchange rate of 4,114

pesos, 35 pesos lower than the previous survey. By 2026, the forecast is 4,112 Average Change vs previous
pesos, 14 pesos lower than the previous projection. Scotiabank Colpatria’s survey, bps
projection for 2025 is 4,249 pesos, and for 2026, 4,200 pesos. Aug-2025, m/m % change 0.19

Dec-2025, y/y % change 4.94 15
Survey highlights: 1Y ahead, y/y % change 3.97 7

Dec-2026, y/y % change 3.85 6
e Short-term inflation expectations. For August, the consensus estimate is 2Y ahead, y/y % change 3.52 3

0.19% m/m, implying annual inflation of 5.10% y/y, above the current 4.90%. |Sources: Scotiabank Economics, BanRep.

The high is 0.39% and the low is -0.04%, which shows a high dispersion
among analysts, mainly due to regulated services and food that have been showing

surprising numbers in recent months. Scotiabank Colpatria Economics’ projection is 0.23%

m/m and 5.14% y/y. Core inflation, excluding food, projected by analysts is 0.16% m/m.

e Medium-term inflation expectations. Inflation expectations for December 2025 increased
15bps to 4.94% (table 1). Expectations for a one-year horizon slightly increased by 7bps to

3.97%, and expectations for a two-year horizon increased by 3bps to 3.52%. Scotiabank
Colpatria’s expectations are above the market consensus; however, our bias is primarily

explained by low food statistical bases in the third quarter of 2024, which will be difficult to

replicate.

e Monetary policy rate. The median expectation is a pause in the September meeting at

9.25%. By 2025, the rate is estimated to fall to 9.0%, implying one additional rate cut over

the remainder of the year (chart 9).

e  FX.Projections for the US dollar exchange rate for the end of 2025 averaged 4,114 pesos
(35 pesos lower than the previous survey). By December 2026, respondents, on average,
expect an exchange rate of 4,112 pesos.

Chart9
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—Daniela Silva
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