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LATAM Market Update  

 Colombia: Summary of protests, so far; November’s CPI inflation 

released  

 

SUMMARY OF PROTESTS IN COLOMBIA, SO FAR; NOVEMBER’S CPI 

INFLATION  RELEASED 

On November 21st, there was a nationwide protest in Colombia that was convened 

by the country’s principal national labour unions; they started as customary 

protests that usually take place roughly every year prior to minimum wage 

negotiations in December. Approximately 300,000 people (of the country’s total 

population of 48 million people, 19.5 million voters in last year’s presidential 

elections and 22.2 million voters in the 2019 regional elections) took to the streets 

demanding higher salaries, greater investment in the education budget and 

improved labour conditions. In Cali (3rd largest city), there was an unusual eruption 

of violence resulting in the Mayor declaring a citywide curfew to curb the 

destruction, though the rest of the country’s protests were non-violent. At around 

7pm than evening events escalated when residents of the middle and upper class 

neighbourhoods joined the demonstration by starting a “cacerolazo”, which 

consisted of banging on pots and pans in a peaceful protest. In our opinion, this 

was the most important event of the day given that it signified that the middle and 

upper classes were also unified against Duque’s administration; although 

peaceful, this cacerolazo somewhat fueled the following day’s protest. On Friday 

the 22nd most of the protests were peaceful but broke out again in intense city-

wide violence, which caused the declaration of a curfew in Bogotá as well. The 

continuation of protests indicated that regional demonstrations (Chile, Ecuador 

and Bolivia) have also affected Colombia’s sentiment and has put Duque’s 

administration in a difficult situation.  

Nonetheless, after these two intense days of demonstrations and violence, events 

have become more subdued through peaceful protests and fewer participants. On 

Saturday, November 23rd, protesters totalled approximately 15,000 nationwide. In 

an isolated event, one of the protesters was critically injured during clashes with 

anti-riot police, which surprisingly produced a turn of events in that: (i) since 

November 23rd, continued protests have been peaceful after an appeal from the 

victim’s family, and (ii) students have positioned themselves as important 

participants in the negotiation process with the government. 

It is worth noting that although protests are ongoing, the participation in protests 

as well as the economic effect is declining, in fact, on December 4th during another 

round of nationwide protests organized by unions resulted in very contained and 

peaceful demonstrations with at most 5,000 people and few economic effects.  

Protests have not had a detrimental effect on the economy thus far (preliminary 

calculations indicate 0.1% GDP in nominal terms) with the government as the 

most affected agent. Duque’s popularity is at its lowest level (27% down from 54% 

at the beginning of his administration) and Finance Minister Carrasquilla has been 

compelled to include some populist terms to tax reform law in order to pass it 

through Congress. These amendments will have an annual cost of 0.3% GDP of 

the fiscal budget. Additionally, minimum wage negotiations began this week and 

protests provided some leverage to the unions, which significantly increases the 
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likelihood of a greater than 6% rise in minimum wage for the upcoming year. 

Financial market pricing has been significantly affected by these demonstrations; since the beginning November to date the 

USDCOP has depreciated almost 5% and reached a historical high of COP3,548 on November 29th, while the yield curve climbed 

45 bps to its worst on November 26th. Current rates are 25 bps higher than before the protests started. We believe that both the 

USDCOP exchange rate and the yield curve deviate from what macroeconomic fundamentals suggest, so if the effect of social 

unrest fades and fiscal reform is approved, there is an opportunity for the fixed income market. Our models indicate a rally of 

almost 30 bps according to fundamentals, mainly in the belly of the curve. Additionally, it is important to bear in mind that real rates 

in developed markets are also at a historical low, which point out that yield-seeking continues. Although social unrest in Colombia 

has not reached its end, political and economic effects have been contained and the worst has been overcome—the highest cost 

is fiscal (~0.3% GDP per year).  

Another important event (positive externality from the protests) is the promising recent creation of coalitions in Congress with the 

Cambio Radical party and possibly the Liberal party, by Duque’s administration. In the upcoming year, potential alliances could 

make it easier to discuss the pension reform, amongst other key reforms.  

November’s CPI inflation stood at 0.10% m/m below market expectation. Increases on housing group prices were partially 

offset by foodstuff inflation correction  

Monthly inflation stood at 0.10%, while the annual inflation rate came in at 3.84%. The figure was below consensus (according to 

Bloomberg’s survey 0.16%), and our expectation of 0.16%. Housing inflation was partially offset by foodstuff negative inflation. 

Annual inflation remained close to BanRep’s target range ceiling; we expect inflation to end 2019 close to current level, mainly due 

to statistical base effects. 

November’s CPI inflation was influenced by increases in housing prices (+0.30% m/m), hotels and restaurants (+0.32%m/m), and 

leisure (+0.39% m/m). The positive surprise came from foodstuff inflation, which contracted 0.47% m/m, helping to partially offset 

other group's increases and showed that November social unrest in Colombia did not affect inflation. In foodstuff group, 

perishables goods, such as fruits (-5.06% m/m), tomatoes (-13.0% m/m), and bananas (-6.4% m/m), explained the inflation 

contraction, on the back of a better harvest. On an annual basis, Foodstuff inflation is still high and stood at 6.47% y/y. We think as 

soon as January next year, food inflation will start to moderate and will help the headline figure converge to BanRep's target range. 

Housing inflation was mostly explained by utility prices such as energy prices (+1.25%m/m), and gas (2.20% m/m); according to 

the DANE report, both were influenced by the exchange rate depreciation because it affects one of the main components of the 

formula to calculate these regulated prices. Additionally, energy fees were affected by an increase in fees for high-income 

households to cover funding needs in Electricaribe. On an annual basis, regulated prices stood at 4.55%, higher than the 4.43% in 

October. 

Regarding the exchange rate depreciation effect, tradable goods ex-food inflation increased by 19 bps to 2.08% y/y; we saw some 

adjustment in prices such as furniture and vehicles, although at a lower pace than last month's adjustment. We think tradable 

inflation could continue to increase, moderately, in the forthcoming months due to recent FX depreciation. Having said that, recent 

mild appreciation can moderate the tiny pass-through effect seen this year. 

Core inflation measures continued under control, close to BanRep’s objective (3%). Ex-food inflation came in at 3.28% y/y (+5bps 

from the previous month), while Ex-food and Regulated inflation increased 4bps to 2.96% y/y. As we have mentioned in previous 

reports, inflation risks for the end of the year point to the upside due to foodstuff inflation. For next year risks are also tilted to the 

upside, on the back of regulated prices and pass-through effect, although we still think that core inflation will remain close to 3%. 

Bottom line, although November’s inflation came below expectations, we think it won’t be a market mover, and on top of that, we 

don’t expect significant adjustments in short term inflation expectations. Either way, core inflation continues to be close to target 

(3%), which should keep BanRep’s staff calm. Our base-case scenario remains the same, which implies steady policy rate in the 

forthcoming months. Having said that, better economic growth in the near future and/or wider current account deficit could trigger a 

rate hike discussion in 2020.  
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— Sergio Olarte & Jackeline Piraján  
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