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Colombia: Debt Management to Meet Pandemic-

Induced Spending Needs 

• Extended pandemic-related spending programs and a weaker-than-

budgeted growth outlook together imply larger financing needs for

Colombia’s authorities in 2020 and 2021.

• We expect Colombia’s authorities to focus on meeting these needs

through the substitution of local-market COP-denominated COLTES

issuance for foreign FX financing and liability-management operations

to reduce immediate debt-service obligations.

• As a result, we expect projected fiscal deficits to remain unchanged and

we do not see further pressure on the 2020 and 2021 budgets.

A SMALL NOTE ON RECENT FISCAL DEBT MANAGEMENT 

ANNOUNCEMENTS  

Over the course of the last seven months since the pandemic-induced 

lockdown started, the Ministry of Finance (MoF) has made some 

announcements of program extensions (see here and here) that have 

implications for its financing strategy. Some assumptions made in the June 

Medium Term Fiscal Framework (MTFF) have started to change; the most 

important shift is that Colombia is now set to continue having extraordinary fiscal 

expenditures related to the health emergency into 2021. 

Additionally, fiscal income and fiscal sustainability challenges are 

increasing since economic growth is set to be slower than projected in 

June’s MTFF. While the government has not yet revised its forecast of a  

-5.5% y/y contraction in real GDP in 2020, we see the Colombian economy on 
track for a much deeper -7.5% y/y pullback this year (see our forecasts in the 
October 18 Latam Weekly). Therefore, the MoF has to be creative to find ways to 
do more countercyclical expenditure while at the same time maintaining 
consistency with its fiscal targets. For instance, swaps of public debt to reduce 
debt-service payments in 2020 and 2021 have been particularly popular over the 
last few months. Shifting issuance between external and domestic debt markets 
has also played a role in the government’s efforts to borrow as cheaply as 
possible while ensuring financial stability.

This short note takes stock of the current fiscal stance and clarifies the 

economic and financial implications of some key aspects of recent official 

announcements on swap operations and debt issuance. We use the cash flow 

“sources and uses” statement from the MTFF to analyze the short-run fiscal 

situation.  

USES AND SOURCES: UPDATED SPENDING AND FINANCING FORECASTS 

I. The uses: despite relatively low execution of the emergency fund, 
pandemic-related needs remain large

• Up to mid-October, execution of the government’s emergency fund

stood at only about 44% of the fund’s total COP 29 tn (its initial COP 25

tn allocation was increased by COP 4 tn). This means that out of the

COP 83.4 tn fiscal deficit for 2020 anticipated in the June MTFF (table 1), at
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least COP 16 tn of the deficit has not yet been realized. As of October 16, 2020, Treasury deposits at the central bank totalled 

around COP 33 tn, which implies that the MoF has a relatively comfortable liquidity position. However, budget execution 

typically accelerates in Q4 owing to some seasonality in payments and we expect the deficit to reach the COP 83.4 tn 

programmed under the MTFF, with full disbursement of the emergency fund before end-2020. Still, the government should 

close 2020 with a relatively strong liquidity position. 

• The government is set to continue executing on emergency spending into 2021 as social programs were extended 

until the middle of next year, as noted above. Liquidity remaining at the end-2020 will be employed to support emergency 

spending in 2021. 

II. The sources: additional COLTES auctions do not necessarily imply debt stocks would rise 

• Under normal circumstances, Colombia’s Treasury prefers to split its annual financing 20% from external sources 

and 80% from domestic sources, although the share of outstanding external debt has been higher than 30% in recent 

years (chart 1). In 2020 and 2021, the authorities are likely to modify this balance, with a higher share of local issuance to 

keep reducing FX exposure. 

• In the MTFF, projected external sources of funding for 2020 were established at USD 16.1 bn or COP 59.1 tn (table 1, 

again); however, as of October, only USD 3.8 bn in foreign bonds had been issued this year, while USD 1.3 bn in 

financing had been secured from multilateral institutions. If one adds USD 5.3 bn or about 30% of the augmented  

USD 17.2 bn IMF Flexible Credit Line (FCL)—the portion of the augmented FCL that the Colombian authorities have indicated 

they would draw on for budget support—then total external sources sum up to around USD 10.4 bn, well below June’s MTFF 

target. So far, the MoF has shown no interest in issuing additional external debt or seeking alternate sources of external 

financing.  

 Table 1 

MTFF    June 

2020

MTFF    June 

2020

Sources, COP tn 130.5 Uses, COP tn 130.5

Disbursements 109.6 Fiscal deficit 83.4

Foreign sources (USD 16.1 bn) 59.1 Local interests 22.9

Local sources 50.5 External interests (USD 2.4 bn) 9.4

TES Amortizations 10.8

Auctions 27.5 External USD (1.8 bn) 6.5

Local 4.3

Payment of debt-service obligations 12.6

Other sources 0.1 Floating-rate debt 1.5

Initial availability 20.8 Final availability 22.1

Sources: Scotiabank Economics, Colombia Ministry of Finance.

MTFF          

June 2020

MTFF          

June 2020

Sources, COP tn 104.9 Uses, COP tn 104.9

Disbursements 64.2 Fiscal Deficit 57.8

Foreign sources (USD 6.5 bn) 24.4 Local interests 25.5

Local sources 39.8 External interests (USD 2.9 bn) 10.7

Amortizations 29.2

External (USD 3.9 bn) 14.5

Local 14.7

Other sources 18.6 Payment of debt-service obligations 8.2

Initial availability 20.8 Final availability 9.8

Sources: Scotiabank Economics, Colombia Ministry of Finance.

Fiscal Sources and Uses, 2020

Fiscal Sources and Uses, 2021
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• Regarding local sources, the COP 27.5 tn of COLTES issuance anticipated for 2020 in the MTFF is already complete; 

however, the MoF decided on October 5, 2020 to increase its COLTES auctions in 2020 by about COP 5 tn (0.49 % of 

GDP), which implies that issuance will be extended until the last week of November. Nevertheless, extra local issuance 

would not necessarily imply that debt levels should go higher than anticipated under the MTFF; likewise, additional local 

issuance would not automatically be employed to finance a fiscal deficit larger than the -8.2% of GDP currently envisaged by 

the government. Instead, more local issuance could simply be substituted for anticipated, but untapped, sources of external 

financing, which currently amount to around COP 19 tn in 2020. We think the MoF will continue to prefer domestic debt 

issuance to external financing as long as markets continue to show good appetite for COLTES since local financing lowers the 

country’s FX exposure. In fact, the recent issuance of a 30-year bond was almost entirely bought by offshore agents, which 

demonstrated the ongoing demand for COLTES despite the debt sustainability concerns recently stressed by Fitch. 

• A note on the IMF arrangement. IMF resources are typically meant to boost FX reserves rather than finance 

government budgets, but recent augmentation in the FCL was specifically intended to meet extra COVID-19-related 

spending needs. At the time of the augmentation, the Colombian authorities indicated their intent to treat the balance 

of the approved USD 17.2 bn FCL as precautionary, meaning it would not be immediately drawn. As noted earlier, the 

MoF currently has a comfortable liquidity position, and it has the option to increase local COLTES issuance rather than 

tapping external sources for more financing.  

DEBT SWAPS: LONGER DURATION AT LOWER COUPON RATES 

• So far in 2020, the MoF has made seven debt swaps: four with public 

entities, two with the BanRep (the central bank), and the most recent one 

last week through market makers. As a result of these swaps, the average 

maturity of local debt has been increased from 7.14 years to 8 years, while the 

average coupon has been reduced by 63 bps to 6.814%. The total outstanding 

stock of the inflation-linked COLTES UVR 2021 issue was reduced by COP 7.2 tn 

and replaced with expansions in the longer-tenor COLTES 27s, 32s and 34s, as 

well as in the inflation-linked COLTES UVR 27s, 29s, and 37s (charts 2 and 3). 

This opens some room for additional 2021 investment expenditures without, 

necessarily, increasing the fiscal deficit.  

• Debt swaps are expected to continue in 2021 and reduce debt service next 

year by COP 4.7 tn or 0.5% GDP. Two out of the seven debt swaps noted above 

were made after the initial 2021 budget was presented to Congress in July; they 

reduced the stock of UVR 2021s outstanding by around COP 1.5 tn, 30% of the 

total amount needed to achieve the targeted reduction in 2021 debt service. This 

still leaves a long way to go, and the MoF is likely also to consider additional 

maturity-extending swaps with its Global and Yankee bonds, which have 

outstanding stocks of USD 2.5 bn and USD 1.5 bn, respectively. 

MAIN TAKEAWAYS: WHAT’S AHEAD 

• For now, we don’t see significant pressures on either 2020 or 2021 budget 

execution, which should mitigate the extent to which Colombia’s authorities 

will need to tap foreign sources of financing. 

• In any event, Colombia’s Treasury is likely to favour local sources of 

financing so long as COLTES markets remain well supported, which we 

expect to be the case. Compared with the MTFF, we project the government’s 

debt composition to shift from 38% in external debt in October 2020 (chart 1, 

again) to around 35% over time.  

• Maturity-extending debt swaps are expected to continue, with a focus on 

retiring short-term domestic issues with relatively high coupons  

Chart 2 

2021

2023

2025

2027

2029

2033

2035

2037

2049

0

5

10

15

20

25

30

35

2.00% 3.00% 4.00% 5.00%

Colombia: COLTES UVR Curve
Outstanding vs Coupon

Sources: Scotiabank Economics, Ministerio de 
Hacienda y Crédito Público.

outstanding 
COP Tn

coupon

2022

2024

2030

2026

2027

2028

2030

2032

2034

2050

0

5

10

15

20

25

30

35

4.00% 6.00% 8.00% 10.00% 12.00%

Colombis: COLTES Curve
Outstanding vs Coupon

outstanding 
COP Tn

Sources: Scotiabank Economics, Ministerio de 
Hacienda y Crédito Público.

coupon

Chart 3 

 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
https://www.valoraanalitik.com/2020/10/06/colombia-har-m-s-subastas-de-deuda-interna-y-posible-canje-de-deuda-en-2020/


October 28, 2020 

GLOBAL ECONOMICS 

|  LATAM FLASH  

4 Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

(e.g., COLTES 2022, COLTES 2024, UVR 2021, UVR 2023) and replacing them with longer-term paper in existing 

series with lower coupons (e.g., COLTES 2027, UVR 2033, UVR 2037) to ease immediate debt-service requirements. 

On the external side, debt payments are particularly high on the Global 2021s and Yankee 2021s and these also could be the 

target of liability-management operations in the coming months. 

—Sergio Olarte & Jackeline Piraján 
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