BBVA

Research

Colombia Outlook

3020

Colombia: on the recovery path with
big challenges

July 2020

Creating Opportunities



BBVA

Global outlook: Incomplete “V” shaped
recovery and heterogeneous



BBVA Research / Colombia Outlook 3Q20 n

The pandemic continues to advance, particularlyin Americaand South Asia,
despitethedecline of infections in Europe and East Asia

DAILY CASES OF COVID-19 # The Chinese pattern (shock and short
(THOUSANDS OF PEOPLE, 7-DAY MOVING AVERAGE) confinement ending the pandemic), which was

thoughtto be the model for other regions, is
not being repeated in other countries

a Europe has cut the number of cases very
significantly, but as they have not been yet
fully eliminated, the complete normalization of
the economy seems more difficult.

m  Otherregions (USA, Latam and India, among
others) are still lagging behind in terms of
controlling the virus.
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Threedifferent approaches to facethe epidemic

DAILY CASES OF COVID-19 Three policy approaches:
(THOUSANDS OF PEOPLE, 7-DAY MOVING AVERAGE)
Eradication: countries (mostly in East Asia)

that have acted early and decisively to tackle
the virus.

Coexistence: contagions are kept at levels
which are manageable by the health system;
used successfully in Europe and with less
success so far in most Latin American

/\ countries.
e Relative passivity of central governments
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Source: BBVA Research using datafrom John Hopkins University
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Despitedifferent policies and epidemiological phases, most economies have
been lifting lockdown measures

WORKPLACE MOBILITY INDICATOR (*)
(INDEX -1 TO 0; HIGHER VALUES INDICATE HIGHER MOBILITY)
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m Mobility: actual situation Mobility: lowest since February

(*) The indicator shows the change in mobility taking the period from January 3 to February 6 as reference. Actual mobility: average from June 23 to
June 29. Lowest mobility: minimum 7-day average since February.
Source: BBVA Research based on Google Mobility Reports
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Expectations-based activityindicators suggest arapid recoveryin activity in
developed economies

PMI INDICATORS (¥)
(MORE THAN 50: EXPANSION; LESS THAN 50: CONTRACTION)
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(*) For emerging economies, data shows theaverage of Brazil, Russia, Singapore and India.
Source: BBVA Research from Haver data.
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Despitethe uneven evolution of the pandemic, financial markets remain
stablethanks tothe stimulus measures and the partial recoveryin activity

FINANCIAL TENSIONS a Atthe end of 1Q20, strong economic stimulus
(FINANCIAL TENSIONS INDEX: AVERAGE FROM 2006 = 0)

measures from the main advanced economies
allowed a reversal of financial tensions.

a In 2020 the stabilization of financial markets
has consolidated:

first steps of the deconfinement process

*  Activity rebound

« reinforcement of fiscal and monetary
measures

Jan-20
Jan-20
Jan-20
Feb-20
Feb-20
Mar-20
Mar-20
Apr-20
Apr-20
May-20
May-20
Jun-20
Jun-20
Jul-20

= Financial Tensions Index: Developed economies

Financial Tensions Index: Emerging Economies

Source: BBVA Research
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Afterthe massive stimulus measures inresponseto the pandemic,the
additional supportin Europe stands out (Recovery Fund, PEPP y TLTRO)

ECONOMIC STIMULUS IN THE USA, CHINA AND EUROZONE ©

25 : 25 . 25
Fiscal packages Credit programs
(% of GDP) (% of GDP)

20 20 20
15 15 15
10 Recovery Fund 10 10

5 5 5

0 I 0 — 0 .

USA China  Eurozone USA China  Eurozone USA China  Eurozone

(*) Fiscal packages: increases in government expenditure, cut in revenues and resources contributed towards guarantee funds and loans. Inthe case of the Eurozone, it represents supranational programs, including
the EU recov ery fund proposal and excluding the ESM, plus the average of the packages announced in Germany, France, Italy and Spain. Credit programs: in the case of the USA it includes the total amount of the

Fed’s credit facilities. In the case of the Eurozone it represents theaverage of the credit guarantee funds of Germany, France, ltaly and Spain. Interestrates: in the case of China, the one-year LPRrates are used as
areference. Balance of CBs: forecast of increase in total assets during 2020.

Source: BBVA Research based on local statistics.
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We continue expecting an “incomplete V” recovery, which however will be
slower and heterogeneous across regions; uncertaintyremains high

FORECAST ASSUMPTIONS

Economic Financial Economic
Markets Activity

COVID-19
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Growth forecasts arerevised downwards for 2020 and upwards for 2021, with
a larger accumulated loss of productin the biennium
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USA: data suggests activitybottomed out in April,buttherecentcoronavirus
outbreak threatens consolidation of recovery

GDP: LEVEL
(NIVEL: QUARTERLY INDEX, SEASONALLY ADJUSTED)

-
_ - gap:
- 5%
”
”
O O O O O O O O «w « «
= e = 4 AN N NN NN NN
(OANOANO NG AN ANOANOANC AN AN ANO NG
1 N M < <« N MO < <4 N O <

Actual (jul./20)
= == Pre-Covid (ene./20)

Previous (abr./20)

Source: BBVA Research

The late deconfinement, weak employment
and lower confidence yields a downward
revision of growth forecasts from 2020, from -
4.4% to -5.1%.

Rates will remain at zero until at least 2023;
the Fed balance will continue to expand.

New economic and financial stimulus are
likely.

The unemploymentrate, which reached 14.7%
in April and 11.1% in June, will converge to
8.6% in 2020 and 7.4%in 2021.

Uncertainty remains and risks are tilted to the
downside given the possibility of new
confinement measures and likely tensions with
China.
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China: growth picks upin linewith expectations, led by supplyand despite

relatively weak demand

GDP: LEVEL
(LEVEL: QUARTERLY INDEX, SEASONALLY-ADJUSTED)
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The economy is recovering rapidly, but not
homogeneously.

Countercyclical stimuli will continue to be
selective and led by fiscal policy.

Monetary policy will be cautious, but flexible.

Geopolitical risk continue to increase, while
uncertainty regarding the relationship with the
US remains.

The bias forecastis to the downside due to the
delay of the business cycle.



Eurozone: downward revision of forecasts, largely due to a more severe

confinement than expectedin 2Q20

GDP: LEVEL

(LEVEL: QUARTERLY INDEX, SEASONALLY-ADJUSTED)
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GDP surprised downwards in 1Q20.

In 2Q20 the drop in GDP will be greater than
expected, although data suggest a recovery
from May.

Downward revision of GDP for 2020 (from -
5.2% to -8.5%) and upwards for 2021 (from
4.1% to 5.8%), with greater accumulated loss
of productin the biennium.

The ECB has expanded its asset purchase
program (PEPP) and has supported liquidity.

Therecovery fund (5,4% of GDP, still under
debate) has been a positive surprise and will
be key to the recovery from 2021; its approval
would represent an upward risk to the growth
forecastfor 2021.
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Weak global demand will keep oil prices at low levels, helping to offset the
potential effect of supplypressures on inflation

OIL (BRENT) AND INFLATION
(OIL: DOLLARS PER BARREL, ANNUAL AVERAGE; INFLATION: YOY %, FDP)

68

64

61

2017 2018 2019
Em nflation - USA (left)

(previous forecast: 50)

41 (previous forecast: 39)
2020(f) 2021(f)

B |nflation - China (left) Inflation - Eurozone (left) —0— Qil prices (right)

((f): Forecast
Source: BBVA Research
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Uncertainty will remain high; many factors, in particular the availability of a

vaccine,can generate alternative scenarios

Epidemiological
uncertainty

# Pandemic control
= “Opening’ process

» New waves of
infections

m Vaccine or
treatment

1P

Financial
uncertainty

Financial tensions

Flows into
emerging markets

Public and private
debt

f

Economic
uncertainty

Stimulus
effectiveness

Signficant
disruptionsin
sectors and
value chains

Potential GDP

Evolution of
inflation

A

Geopolitical
uncertainty

Protectionism

Multiple focuses
of regional
tensions

Social unrest

Brexit
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The pandemic has reinforced some pre-crisis structural trends and poses

new long-termchallenges

PREVIOUS TRENDS

NEW TRENDS AND

AND CHALLENGES

Populismand
institutions

Deglobalization
and global
governance

Digitalization and
teleworking

Productivity and Inflation and
Investment monetary policy

Debt
sustainability
(public & private)

Role of the public
sectorin the
economy

Competitionand
industrial policy

CHALLENGES

Management of
global
catastrophes

Behavior, social
rule and
preferences

Privacy and
business models
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Pandemic indicators: the challenge Is
still huge
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Contagionin LATAM: BR and MX grow fast; COL and ARG try to halt
increasing levels; PER and CHL experience downward trends
NEW PEOPLE INFECTED PER MILLION: LATAM

NEW PEOPLE INFECTED: LATAM
(7-DAY MOVING AVERAGE) (7 DAY MOVING AVERAGE)
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Note: 17th - 20th February WHO reported all confirmed cases, including both laboratory-confirmed and those clinically diagnosed
Source: BBVA Research, Johns Hopkins University (Updated to 00:00 GMT)
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Mexico and Brazil have the highest death toll, meanwhile Colombiahas low
levels buton anincreasing trend

NEW DEATHS: LATAM NEW DEATHS PER MILLION: LATAM
(7-DAY MOVING AVERAGE) (7-DAY MOVING AVERAGE)
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Source: BBVA Research, Johns Hopkins University (Updated to 00:00 GMT)
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Colombiahas performed a significant number of PCR tests relativeto other
countriesintheregion. Within Colombia we observe heterogeneity

N° OF PCR TESTS PERFORMED BY COUNTRY TESTS PERFORMED BY REGION OF COLOMBIA
(PER MILLION PEOPLE, DATA UP TO JULY 13) (PER MILLION PEOPLE. DATA UP TO JULY 13)

Guatemala W 3,605
Mexico M 5648
Peru N 8914
Bolivia I 9 179
Argentina I 10,494
Costa Rica I 11,332
Paraguay I 12 793
Colombia EE 20,980
Uruguay I 22620
Panama I 33 207
Chile I 63 524

Valle
Bolivar
Atlantico

Santander -

Cundinamarca
Antioquia

Source: BBVA Research with INS data
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Barranquillaexperimented an early peak in cases. Bogotaand Medellin arein
an accelerating trend

ACCUMULATED DEATHS FOR THE MAIN CITIES

NEW CASES FOR THE MAIN CITIES
(PER MILLION PEOPLE. DATA FOR JULY 13)

(PER MILLION PEOPLE, 7-DAY AVERAGE. DATA UP TO JULY 13)
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Main cities have increased their health system capacity, but are still
vulnerable to the advancement of the pandemic

INTENSIVE CARE UNITS USE FOR EACH REGION NUMBER OF INTENSIVE CARE UNITS
(%, DATA FOR JULY 13) (N. OF ICUs AND ICUs PER MILLION PEOPLE. DTA FOR JULY 13)
" 1,600 350
"\ 1,400 300
‘ 1,200 250
1,000
_ 200
800
150
600
/r ‘ 400 766 1oo
- 0% - 50% 234
0 0
Antioquia Atlantico Bogotd Valledel Bolivar

50% - 65% Cauca

I feb- 20 B jul-20 ICU per million (rhs)

- 65% - 100%

Source: BBVA Research with INS and Health Ministry data



The Government continuesto improve itsresponseprogram of direct aid to
the most vulnerable with more money transfers and more households covered

15.6

Total households

8.7 7.0

Poor or winerable Not winerable

Is left out if for the last month
itsincome >4lmmw

(PILA) or if they have more 49 38
than $5m in the bank account

Without money transfer programs

In money transfer
before Covid-19

programs
1.9 2.9 2.7 0.3*
Without solidarity income “Solidarity income"  “Families in action" “Youth in action”
*Corresponds to benefited people, not households
® Thousand Households Monthly money transfer Out of money transfer programs

Source: BBVA Research, with Minhacienda and DNP data

Only for the lowest

income earners

1.0

VAT compensation

1.7*

“Elderly Colombia”



At the same time, supporting formal employment and unemployed

Additionally, the financial sector implemented
credit deferral periods for companies and
PAEF: payroll 8 billon households

Policy Duration Fiscal Cost

SUbS'dy May'AUgUSt ($351k per employee)
Total: 43% of total credit got deferrals. This
Formal: license and 0.3 billion represents $223 billionsin loans.
i . ApriI-June ($160k per employee) . . . .
contract suspension Households: in housing credit 66% of credit
got deferrals (48bn) and for consumption 52%
Aid for unemployed . of credit got deferrals (81bn).
Cajas de Compensacion 3 months O'fGE:lhon
($160K perporon) Companies: 32% of corporate credit got
Unemployed 3 months 0.2 billion deferrals. This means $87 billion.
subsidy through (2MW  for 3 months)* _ _ _ _
Cajas de Compensacién Looking forward, the financial sector will
PAP . continue to accompany the private sector
0.9 billion .
Payroll subsidy June ($220K pararvioes) through the Debtor Accompaniment program

(Circular 22 Financial Supervisor).

*Other resources come fromthe FOSFEC
Source: BBVA Research with data from decrees
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Colombian economic activity:
Covid-19 implies a significant
Impact, but we are already on
the recovery path
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In thefirst quarter,the economy decelerated by the effects of Covid-19 and
the measures takento containit. The impact was stronger on investment

GDP BY DEMAND COMPONENTS GDP BY THE SUPLLY SIDE

(ANNUAL VARIATION, %) (ANNUAL VARIATION, %. (+) ACCELERATION, (-) DESCELERATION)

Entertainment e T— (-)

-2 . 43 Public admin E— ()

33 Professional Atc. I (-)

. 1.4 Real Estate I (-)

] . Financial Atc. T (-)

Communications — (_)

W. and R. Trade [ (-)

CoNStruction  m—— (-)

Electricity 9 (+)

. Industry - (-)

Mining —T— (_)

GDP Internal demand Private  Fixed investment Agriculture s (+)

consumption -7.0 2.0 30 8.0

m2019 =m1Q 20 m2019 =m1Q 20

Source: BBVA Research with DANE data



Economic activitymust have bottomed out in April. Non essential industry,
construction and private services werethe most affected sectors

ECONOMICACTIVITY INDICATOR

ECONOMIC ACTIVITY INDICATOR BY SECTOR
(ANNUAL VARIATION, %)

(ANNUAL VARIATION, %)

Accumulated  Jan - Feb 20 Mar - 20 Apr - 20

Nov 08 e 3;6 4.7

-1.3 1.6 Primary sector

-1.3 -13.8

'B
Apr-20
-20.1

Periods with negative changesin Secondary sector

> the Economic monitoring index
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Tertiary sector
Source: BBVA Research with DANE data

The primary sector maintained a robust demand (food). The secondary sector suffered with the closing of non essential industries and

construction. The tertiary sector had a heterogeneous performance: contraction in private services but increase in public exp enditure



In April,employment fell reaching 2003 levels, in linewiththedropin
consumer confidence. In May and June, the fear of losingthejobreduced

NATIONAL EMPLOYMENT
(MONTHLY, SEASONALY ADJUSTED, MILLION PEOPLE)

’17.4

16.4
FAANONTLOOLOONNOONOATAANMMMIOOUNONNOOOOHO
S2RPPPPORSGRQGnisini i Gicici i i
COSXC OXNC OSXC OXNC OXNC OSXC OXNC OXC OC O
COCTVCTCVCCOTCTCVCTCVCCOTCTCOVTOCLVCCDT
PNZPNZSDPNZSVPNZSDPNZSDPNZSDPNZSDPNZDPNZDPNS

* From the consumer confidence survey of Fedesarrollo
Source: BBVA Research with DANE and Fedesarrolo data

FEAR OF LOOSSING THE JOB*
(BALANCE OF RESPONSES)



Many peoplewho lost theirjobs remained out of the labor force (inactive) due
to the mandatory confinement. In May, 33% of them returned to the labor force

INACTIVE NATIONAL LABOR FORCE NATIONAL LABOR MARKET VARIABLES
(MONTHLY, SEASONALY ADJUSTED, MILLION PEOPLE) (CHANGE IN THE PERIOD, MILLION OF PEOPLE)

19.3

4.8
%17-7 1.4
-6.0
5583888585583 00NNNTReNEBaRe Employed Unemployed inactive
COXNC ONC ONC ONC OXNC OXNC ONC ONC ONC O >
COOCOVTCPCCOTCTCVCTCOTCTCVCTCLDTCCDSCCDT
PNZSDPNZDPNZSPNZSDPNZDONZSDPNZDPNZPNZDPNS

B Between February and April = Between April and May

Source: BBVA Research with DANE data



Unemployment ratereached highlevels, similarto those observed atthe end
of the 90s

URBAN UNEMPLOYMENT
(7 AND 13 CITIES, QUARTERLY MOVING AVERAGE AND MONTHLY FOR MAY, % OF THE LABOR FORCE)

20.3
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=13 Cities (Moving avg 3M) 7 Cities (Moving avg 3M) 13 Cities monthly May

Source: BBVA Research with DANE and BanRep data
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From mid April,theeconomy has gradually recovered in hand with the

relaxation of the confinement

ENERGY DEMAND BY SEGMENT
(MAR 19 = 100 INDEX)

86.5
67.1
c o] o) = = > > c =
(o) o) < o1 ] ] S =
S ¢ £ = £ = = 3 3
o — g © 9‘ 1) g ® —
= Total commercial - T0otal residencial Total

Source: BBVA Research with XM data

COMMERCIAL ENERGY DEMAND BY SECTORS
(MAR 19 =100, % IN THE LEYEND CORRESPONDS TO THE
PARTICIPATION IN THE COMMERCIAL DEMAND)
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== |ndustry (39,7%) === Mining (26,6%)
Retail trade (5,9%) === Public Admin. (5,5%)

= Agriculture (3,8%)
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Therecovery has not been uniformin all types of expenditure,with a stronger
recoveryin goods expenditure thanin serviceexpenditure

BBVA CONSUMPTION TRACKER INDEX BY PRODUCT

BBVA CONSUMPTION TRACKER INDEX TOTAL,
(7-DAY MOVING AVERAGE ANNUAL VARIATION)

GOODS AND SERVICES
(7-DAY MOVING AVERAGE ANNUAL VARIATION)

2nd no

C [ o] o) = = = > c c =
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S S & 8 = < < s 2 3 3 2
1 1 1 N m T T 1 o
® & 3d 8 9 — e 2 & o
e Airlines = Restaurants
s 8 ¢ 9 £ 2 2 &£ & 3 3 3 Fuel —— Entertainment
® B 4 b & N g G o & 9 —— Clothing Health goods
NN « N — Department Stores

Total Goods Services

Source: BBVA Research
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The same has been experienced in cities,with heterogeneous performance,
lower recoveryin cities with lower mobility

GOOGLE MOBILITY TO THE WORKPLACE INDICATOR

BBVA CONSUMPTION TRACKER INDEX BY CITY
(7-DAY MOVING AVERAGE RESPECT TO THE BASE)

(7-DAY MOVING AVERAGE ANNUAL VARIATION)

2ndno _ _ _ __ ___

VAT day 1
1stno *

rﬂ\f’ A" "’\w ,k VAT day
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Source: BBVA Research with Google and BBVA data
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The performance of the country and main cities has also been determined by
the measures to containthe pandemic

March April May June Second Semester
. Strict confinement Gradual flexibilization of the confinement
Colombia
April 13 April 27 May 11 June 1st July
Infrastructure  Construction  Other industries Retail sales, some Pilots in hotels,
and some and wholesale professional activities restaurants and air
industries retail and other senvices travel
Medellin Quick containment measures, but recent acceleration in contagion led to confinements
Cali No strict confinement despite a high ICU occupancy

Barranquilla After a prolonged strict confinement, new cases have decreased

Source: BBVA Research



Bolivar

4% of GDP

4.3% of total employment
Key sectors in GDP: retail,
government and industry

Antioquia
14% of GDP
13.7% of total employment

Key sectors in GDP: retail,
industry and government

Bogota

26% of GDP

18.7% of total employment
Key sectors in GDP: retall,
government and real state

Valle del Cauca

10% of GDP

10.4% of total employment Key
sectorsin GDP: retalil, industry
and government

Source: BBVA Research with DANE data.

-

Regional importance will determine the impact of localized measures in each
city over national activity

@ oo Atlantico

______________

_________________

_____________________________

4% of GDP

5.4% of total employment Key
sectorsin GDP: retall,
govrernment and industry

Santander

6% of GDP

4.7% of total employment
Key sectors in GDP: industry
retail and government

Cundinamarca

6% of GDP

6.2% of total employment
Key sectors in GDP: industry,
retail and agriculture



Additionally, some indicators anticipate a slow recoveryin household
expenditure inthe monthsfollowing the strict confinement

CONSUMER CONFIDENCE

-33.0

-34.0
-41.3

Avg. Avg. Apr-20 May-20 Jun-20
01-19 Q120

Source: BBVA Research with Fedesarrollo data

DISPOSITION TO PURCHASE A DISPOSITION TO PURCHASE
HOUSE DURABLE GOODS
16.0 10.4

-62.3 -81.3

Avg. Avg. Apr-20 May-20 Jun-20 Avg. Avg. Apr-20 May-20 Jun-20
01-19 Q120 01-19 Q120

Households don’t reveal yet a significant preference to purchase durable goods. Their fear of losing their job and the

negative valuation on present conditions of the household explain the slow recovery in expenditure
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The economic recovery will
depend on the degree of
sector aperture and the
capacity of the recovery of
private demand
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Therecovery path of theeconomy in 2020is limited by the degree of
confinement determined by local authorities

ESTIMATED ECONOMIC ACTIVITY AT THE SECTOR ESTIMATED MONTHLY ECONOMIC ACTIVITY LEVEL
LEVEL IN 2020 IN 2020
(%) (%)
¢ - -~ e~ 88 °%g°
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[
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® April * December

Corresponds to a period of total or partia confinement atthe regionallevel

(f): Forecast. * Includes wholesale, retail, transport and hotels and restaurants
Source: BBVA Research



Idle capacity will lead to a contractionin machineryinvestment for a
prolonged time. Construction will recover sooner

FIXED INVESTMENT INVESTMENT RATE
(ANNUAL VARIATION, %) (% OF GDP)

Fixed Machinery Construction I | I I I I

investment Investment Investment
Avg 2005 Avg 2010 2020 (f) 2021 (f) 2022 (f) 2023-25 (f)
m2019 m2020 (f) =2021 (f) =2022 ()

(f): Forecast by BBVAResearch
Source: BBVA Research with DANE data

The lower investment rate will reduce potencial growth in the colombian economy in the mid term
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Private consumption will remain weekin the mid term driven by the shortfall
of householdincome. Thefall in consumption explains alsotheidle capacity

PRIVATE CONSUMPTION TRAYECTORY PRIVATE CONSUMPTION GROWTH
(DEC 19=100 INDEX) (ANNUAL VARIATION, %)

T Food Housing Communications

] 6.2
Propelling v . @ i
- 4.0
100 101 o4 o5 96 96 07 99 99 99 100 I I I
V

78
2 8 8 8 8 8§ & § & 8§ § 8§ 8
(&) E C o (&) a [ o (&} E [ o (@]
8 = 3 &8 =3 & &8 = 3 § 8
-8.5
Transport Entertainment Hotels and Rest.
Limiting P 2019 2020 (f) 2021 (f) 2022 (f) Avg.
A 2023-25 (f)
a5 -

(f): Forecast by BBVAResearch
Source: BBVA Research with DANE data
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Public expenditurewill gainimportancein the economy, both in consumption
andinvestmentin infrastructure

PUBIC CONSUMPTION CIVIL WORKS
(% OF GDP AND ANNUAL VARIATION IN %) (% OF GDP AND ANNUAL VARIATION IN %)
19% 7 3.5% 16
% 14
18.2% oo 6 3.0%
18% 12
17.3% > 2.5% 10
N : 2.0% 8
3 6
16% —o=% . 1.5% .
1.0% 2
1
15% . 0
0 0.5% o
14% -1 0.0% -4
2019 2020 (f) 2021 (f) 2022 (f) 2019 2020 (f) 2021 (f) 2022 (f)
mm Percentage of GDP —&— Annual variation (rhs) mmm Percentage of GDP —&— Annual variation (rhs)

(f): Forecast by BBVAResearch
Source: BBVA Research with DANE data
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Thereductioninimports and public consumption have a positive impacton
2020 GDP, for 2021 consumption explains most of the growth

CONTRIBUTION TO GDP GROWTH BY DEMAND
(CONTRIBUTION TO ANNUAL GROWTH, %)

9

6
3 “
E—

0

-

-3

-6

-9

-

-12
2019 2020 () 2021 () 2022 ()

== Foreing balance mm Investment in construction Investment in mach. and equip.

[ Public consumption I Private consumption GDP

(f): Forecast by BBVAResearch
Source: BBVA Research with DANE data



In the mid term, the GDP will have a gradual process of recovery. The economy will
take until the end of 2022 to reach the same level attained at the end of 2019

GDP GDP
(DEC19=100 INDEX) (ANNUAL VARIATION, %)
100 101

99 100

5.5

3.5 3.4

-7.5
o o o o o i — — — N N N N
D D RO U 2019 2020 ()  2021(f) 2022 (f) Avg.
8 8 5 & 3 8 S § &8 8 5§ g ¢ 2023-25 ()
A = » o o = » o o = " un 0
(f): Forecast by BBVAResearch

Source: BBVA Research with DANE data



Given the ample uncertaintydue to the pandemic,we haveawide forecast
range

On the upside On the downside

Duration and debt of regional and
national confinement

@

More public expenditure and
“ a more ambitious

infrastructure plan Greater unemploymentduration

and fall in income
Faster recovery of exports

and better commodity prices

&

Low success in public policy to
incentivize the housing sector in a
context with higher
unemployment

4

> b

More generalized insolvency in
companies

[b

Source: BBVA Research
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Expected growth for 2020 and 2021 has significant uncertainty

= 2020

-10%

COLOMBIA

= 2021
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Government, utilities and real state arethe sectors that will remain strong
both in 2020 and 2021, propelling growth

GDP BY SECTOR GROWTH FORECASTS IN 2020 AND 2021
(ANNUAL VARIATION, %)

o Construction

Artistic activitiesand
otherservices

Industry

‘ . Public Admin.

Projected growth rate 2021

Real Estate
Commerce, accommodation Utilities
and transport . Professional
- activities
Mining ‘ ’
Information and ‘
communication Financial Act. Agriculture
-30 -25 -20 -15 -10 -5 0 5

Projected growth rate 2020

The size of the sphere represents the share in GDP. The greater the sphere, higher share of GDP
Source: BBVA Research
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Unemployment rate will remain high for some time, averaging 20%in 2020

(13 CITIES, END OF QUARTER, % OF THE LABOR FORCE)

URBAN UNEMPLOYMENT RATE
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Source: BBVA Research with DANE data.

(f): Forecast
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Week demand will allow for an
prolonged expansionary
monetary policy in a low
Inflation context and the
gradual strengthening of the
peso



The most severe effects of the pandemic areleft behind, but the
strengthening of the peso will be slow

EXCHANGE RATE e Ampleliquidity: the strong response by

(PESOS PER DOLLAR) Central Banks around the world allow to reduce
the risk perception and facilitate the return to
normality in portfolio flows

e Globalrisk reduction: March and April risk
aversion has receded gradually

e Oil prices: withthe recovery of the global
economy oil prices have risen fromtheir lows in
April

e Governmentresources: animportant part of
the available resources to tackle the pandemic

2019 2020 (f) 2021 (f) 2022 (f) have come from abroad
B Average ®End of period © Maximum Minimum

3,273
3,709
3,573

(f): Forecast
Source: BBVA Research with BanRepdata
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Inflation surprised onthedownsidein thefirst half of the year, mostly dueto
public policiesimplemented to tacklethe pandemic

CONTRIBUTIONTO INFLATION BY TYPE OF GOOD
(CONTRIBUTION TO THE QUARTERLY INFLATION AND

QUARTERLY INFLATION, %)

= May
ltemsto be June Subsidies and
iakebebdelelslslstsisbsbiulels : - Hike in foodstuffs 2@ discount on utilities
: : [ ] at the beginning of
000 : confinement
i : @a No VAT days
——0.30 l Exchange rate
! 036 | [ » =
| : depreciation 1, Foodstuffs
| : -0.58 correction
! ! “U56 - —- Risein health
i : -2 related articles
Nomarket Admin. Taxfree : Other Other Total & VAT exempted
(3.8) | prices* (5.3) ! positive negative goods and services
N CA R 1 (61.3 (20.0)
Quarterly contribution Quarterly Gas pr_ice
variation ﬁ' reduction

*Administered prices included: utilities and gas
Source: BBVA Research with DANE data



Public policies thatend in thethird quarter will push inflation upward.
Inflation will close 2019 at 1.9% and 2021 at 2.8%

HEALINE INFLATION
(ANNUAL AND MONTHLY VARIATION, %)

_ (f)

[T [ T T
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\\
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T8 2TSAT 2808082 T53305228082T85332522080828533085829
SPLZILI=SS57In0zZaon5L=2<L<=5""2n0PzZ20HL=2IL<=5"2n0Pzo0nUL=2I<=5"2n0zA

= Monthly variation (rhs) Annual variation

(f): Forecastby BBVA Research
Source: BBVA Research with DANE data
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BancodelaRepublicawill reduce its benchmark rateto 2% in the next
months and willremain at this level for a prolonged time

REAL AND NOMINAL MONETARY POLICY RATE Banco de la Republicastrengthensits liquidity

(%) .

provisionprogram
13
11

e New participants: for repo operations
e New collaterals: private debtand securities as
repo collaterals

e Longerduration:inall repo operations. Up to
a yearin public debt, 6 months in securities and
30 days in private debt

O Rk koW o N ©

e Dollarliguidity: NDF renovation but

Period with negative rate .
—— Nominal I suspension of Swaps due to low demand

—— Real (with core inflation 12m)

(f): Forecastby BBVA Research
Source: BBVA Research with BanRepdata
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Fiscal ruleflexibility allows a higher fiscal deficit for 2020 and 2021. Other
countrieshave alsoresortedto the scape clauses duetothesize of theshock

FISCAL BALANCE OF THE CENTRAL GOVERNMENT COUNTRIES THAT HAVE FLEXIBILIZED THE FISCAL
(% OF GDP) RULE
European Germany Austria France
Union
*
wy 11 B2 11
Panama Peru Brazil Italy
- = M
-8.2
3883838883928 83¢88 . .
O OO0 O S 00000000 OO Paraguay Costa Indonesia India
I AN NN AN ANNNNNNNNNAN Rica

(f): Forecast by the Governmentin the Mid Term Fiscal Plan
Source: BBVA Research with MinHacienda data
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In theshortrun,thegovernmentscenario has highnontaxrevenues andin
themid term an important taxreform

CENTRAL GOVERNMENT REVENUE
(% OF GDP)

17.9 17.8 17.7 17.7 17.4

17.4

16.2
15.6 15.6 I!EI

B Tax different to Electronic bill m Electronic bill non-tax

(f): Forecast by the Government in the Mid Term Fiscal Plan
Source: BBVA Research with MinHacienda data

2019
2020 (f)
2021 (f)
2022 (f)
2023 (f)
2024 (f)
2025 (f)
2026 (f)
2027 (f)
2028 (f)
2029 (f)
2030 (f)
2031 (f)

m Need for structural income
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Public expenditureis high as percentage of GDPin 2020 and 2021. In 2020
theyincludethe expenditure forthe pandemic

CENTRAL GOVERNMENT EXPENDITURE
(% OF GDP)

23.8 (f)

8.3
]
AN AdNUONODTNUNDAMUONO ML N
WOV OO0O0OO0O dddd =i NANANN
[oNoNoNoNoNoNoNo oo lolololololojolooNooNoNoNe)
Al A A A A A AAATANNNNNNNNNNNNNAN

(f): Forecast by the Governmentin the Mid Term Fiscal Plan
Source: BBVA Research, Public Expenditure commission and MinHacienda

2029
2031

CENTRAL GOVERNMENT EXPENDITURE BY

COMPONENTS
(% OF GDP)

18.6

2019
B Operation
® Emergency expense
® Investment

23.8

20.7

2020 (f) 2021 (f)
B Interests
National guarantee fund



The Government traced aroutemap for the public finances and an adjustment
strategy based on demanding fiscal assumptions and commitments

2020 and 2021 fiscal

target

The Government
self-imposed a
maximum deficit
(8.2% of GDP in

2020 and 5.1% in
2021) during the

suspension of the

fiscal rule

The fiscal rule
returns in 2022

The fiscal rule
returns from 2022
and the expected

deficit for 2022 is set

to reach pre Covid-

19 levels of 2.5% of
GDP

The government will
be monitored by the
fiscal rule committee

Tax reform and
investment adjustment

Need for permanent

additional revenue of
2% of GDP from 2022,
and a contribution by the

electronic invoice of
1.4% of GDP from 2023

Expenditure reduction
path mostly by a
reduction in investment

Optimistic growth path

From 2021, projected
growth by the
government is higher
than estimates by
analyst consensus and
BBVA Research
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On theother hand,the current accountdeficitreducesin value between 2020
and 2022, despite remaining high as percentage of GDP

CURRENT ACCOUNT DEFICIT
(USD BILLIONS AND % OF GPD)

13.8 4.6

3.5

11.7

2019 2020 () 2021 (f) 2022 (f)

mmm Billions of dollars —0— % of GDP

(f): Forecastby BBVA Research
Source: BBVA Research with BanRep data

DECOMPOSITION OF THE CURRENT ACCOUNT

= Balance of goods

DEFICIT

(% OF GDP)

-

6

5 - N >4 4.6 2.8 )

4 .—’_/‘\‘\io 35
3

2

1 2.6 S 2.6
0

'1 iR 1 B
-2

-3

2019 2020 (f) 2021 (f) 2022 (f)

mm Balance of services

Primary income mm Secondary income

—0— Total deficit
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Both imports and exports are expected to fall significantlyin 2020 and
recover only gradually thereafter

EXPORTSBY TYPE TRADE BALANCE
(USD BILLIONS) (USD BILLIONS)
N

) v/

2019 2020 (f) 2021 (f) 2022 (f)
Trade balance —@—Exports —®— Imports

2019 2020 (f) 2021 () 2022 (f)
mmm Traditionals === Non traditional Total

(f): Forecastby BBVA Research
Source: BBVA Research with BanRep data
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In 2020 foreign directinvestmentreduces, needing alternate sources of
financing for the current account. Most will come from governmentresources

CURRENT ACCOUNT DEFICIT AND FID FLOWS
(USD BILLIONS AND %)

In 2020 — 2022, current account deficit will not be
fully covered by FDI

a In 2020, according to the Mid TermFiscal
Plan, the government will bring USD 10.9
billons as part of their Covid-19 funding.

a In 2021 and 2022 financing will depend more
on the private sector: we expect portfolio flows
to increase in line with the ample liquidity (at
odds with outflows observed in 2020)

2019 2020 (f) 2021 () 2022 (f)

FDI / Deficit = Current account deficit = ——FDI

(f): Forecastby BBVA Research
Source: BBVA Research with BanRepdata
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Mid term challenges: safeguard
the progress in social welfare
and consolidate it for the future
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Thefallin GDP,accompanied by the Exchangerate depreciation, will imply a
significant fall in per capita GDPin 2020 and its slow recovery

PER CAPITA GDP
(NOMINAL DOLLARS AND ANNUAL VARIATION, %)

(e}
o
o
N

= GDP per capita —&— Annual variation (rhs)

a Theeconomic recovery must be centeredin
the protection of the welfare of the most
vulnerable, who will loose part of the gains of
the last 20 years

— +4,4% in 7 years

Institutional strength, public policy actions and
improvements in productivity will be important
for this objective

2010 I
[ ]

2006
2007 I

2009
2011
2012
2013
2014
2015
2016
2017
2018
2019

2020 (p)

2021 (p)

2022 (p)

(f): Forecast BBVA Research
Source: BBVA Research with DANE data



Recoverycan be built fromvarious actions

.
oo

Social and Housing Agro industrial

transport development

infrastructure

& 8 /7

Environmental and Entrepreneurial Formality
social sustainability reinforcement

Fuente: BBVA Research
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i.i
Don’t forget the
structural reforms

Public expenditure reform
Taxreform
Subsidy system reform
Labor reform

Justice reform
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Principal macroeconomic variables

TABLE Al. MACROECONOMIC FORECAST

GDP (% yly)
Private Consumption (% y/y)
Public Expediture (% yly)
Fixed Investment (% yly)
Inflation (% yly, eop)
Inflation (% yly, average)
Exchange rate (eop)
Devaluation (%, eop)
Exchange rate (average)
Devaluation (%, eop)
Policy interest rate (%, eop)
DTFrate (%, eop)
Fiscal Balance Central Nation Government (% GDP)
Current Account (% GDP)

Urban unemployment rate (%, eop)

2016

2,1
1,6

1,8
2,9
5,7

7.5
3009,5
7.2
3055,3
11,4
7,50
6,9
-4,0
4,3
9,9

2017

1,4
2,1

3,6

1,9

4,1

4,3
2991,4
-0,6
2951,3
-3,4
4,75
5,3
-3,6
-3,3
10,4

2018

2,5
3,0
7,0
1,6
3,2
3,2
3212,5
7,4
2956,4
0,2
4,25
4,5
-3,1
-3,9
10,7

2019

3.3
4,5

43

43

3.8

3,5
3277,0
2,0
3272,6
10,7
4,25
4,5
2,5
4,3
10,8

2020 (f)

7,5
-8,5
5,7

-20,1
1,9

2,6
3695,0
12,8
3709,3
13,3
2,00
2,6
-8,2
4.6
18,0

2021 (f)

55
6,2

41
-0,1
2.8

2,5
3550,0
-3,9
3572,5
-3,7
2,00
2,3
5,1
4.1
14,8



Principal macroeconomic variables

TABLE A2. MACROECONOMIC FORECAST

Inflation Exchange rate Policy interest ratg
(% yly, eop) (vs. USD, eop)

Q117 1,0 4,7 2.943 7,00
Q217 1,2 4,0 2.958 5,75
Q317 1,7 4,0 2.918 5,25
Q417 1,5 4.1 2.991 4,75
Q118 1,8 3,1 2.852 4,50
Q218 2,8 3,2 2.893 4,25
Q318 2,7 3,2 3.037 4,25
Q418 2,7 3,2 3.212 4,25
Q119 2,9 3,2 3.125 4,25
Q219 3,2 3.4 3.256 4,25
Q319 3,5 3,8 3.399 4,25
Q419 3,5 3,8 3.277 4,25
Q120 1,1 3,9 3.888 3,75
Q220 -16,6 2.2 3.691 2,50
Q320 9,0 2,1 3.725 2,00
Q420 5,4 1,9 3.695 2,00
Q121 2,8 1,7 3.620 2,00
Q221 16,2 3,0 3.550 2,00
Q321 6,8 2,8 3.520 2,00

Q421 35 2,8 3.550 2,00
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Disclaimer

Thisdocument hasbeen prepared by BBVA Research Department. Itisprovided forinformation purposesonly andexpresses data, opinionsor estimationsregardingthe date of issue
of the report, prepared by BBVA orobtained from or based on sourceswe considerto be reliable, and have not been independently verified by BBVA. Therefore, BBVA offersno
warranty, either express or implicit, regardingitsaccuracy, integrity or correctness.

Any estimationsthisdocumentmay contain have beenundertaken according to generally accepted methodologiesand should be cansidered asforecasts or projections. Results
obtained inthe past, either positive or negative, are no guarantee of future performance.

Thisdocument and itscontentsare subject to changeswithout prior notice depending on variablessuch as the economic contex or market fluctuations. BBVA isnot responsible for
updating these contentsor for giving notice of such changes.

BBVA acceptsno liability forany loss, direct orindirect, that may result from the use of thisdocument oritscontents.

Thisdocument and itscontentsdo not constitute an offer, invitation or solicitation to purchase, divest or enterinto any interest in financial assets orinstruments. Neither shall this
document noritscontentsform the basisofany contract, commitment or decision of any kind.

With regard to investment in financial assets related to economic variablesthisdocumentmay cover, readersshould be aware that underno circumstancesshould they base their
investment decisionson the information containedin thisdocument. Those personsor entitiesofferinginvestment productstothese potential investorsare legally required to provide
the information needed forthem to take an appropriate investment decision.

The content of thisdocument isprotected by intellectual property laws Reproduction, transformation, distribution, public communication, making available, extraction, reuse, forwarding
or use of any nature by any meansor process is prohibited, exceptin caseswhere itislegally permitted or expressly authorized by BBVA.

FOR FURTHER INFORMATION, PLEASE CONTACT: BBVA Research Colombia, Carrera 9 No 72— 2 1, 11th Floor Bogota, (Colombia) @ @ @ @
Tel.:+57 346 16 00 ext 11448 - bbvaresearch@bbva.com / www.bbvaresearch.com
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