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Domestic demand led economic performance

During the first quarter of 2022, the economy grew 8.5% YoY, above our initial expectation (6% y/y) and more in
line with recent estimates (according to our BBVA Research GDP Tracker real-time indicator). On a
quarter-on-quarter - QoQ - basis, the economy grew 1.0%, showing a slowdown compared to the close of 2021,
when it grew 2.5% QoQ. Domestic demand grew, once again, above GDP. This has been the case since the fourth
quarter of 2020, while reflecting a high increase in imports. Household consumption is the most dynamic
component, driven by solid results in spending on durable and semi-durable goods and the strong dynamism of the
services sector. Investment also performed well, driven by increased purchases of machinery and progress in
intellectual property. Exports, although lower than in Q4 2021, were for the second consecutive period above those
prevailing in Q4 2019.

At BBVA Research we expect the economy to slow down progressively from the second half of this year, especially
in household consumption. The latter will be beneficial for better savings rates and healthy financial leverage levels
for households. On the contrary, exports are expected to continue to perform well thanks to the exchange rate
devaluation, commodity prices and good growth in most trading partners. All in all, GDP growth is estimated at
4.5% in 2022, albeit with an upward bias due to better first quarter results.

● The dynamics of the beginning of the year 2022 were outstanding, even above the initial reports that had been
given, as the monthly activity figures for January and February were revised upwards.

● Household consumption continued to make the largest contribution to GDP, growing above GDP and
increasing its share of aggregate demand. It grew by 12.2% YoY and by 2.3% QoQ. Its share in GDP increased
from 73% in March 2021 to 76% in March 2022. The recovery of the labor market explains part of this behavior,
but this performance still suggests that household savings remain low and that the increase in the consumer
credit portfolio continues to be relevant in explaining these figures.

● Investment grew above GDP and helped the investment rate to continue its recovery process. In March 2022,
the investment rate stood at 19.7% of GDP, up from 18.1% in the 2021 average, but still below pre-pandemic
levels, when the investment rate stood at around 22%. Spending on machinery continues to lead this item and
increased its share within total investment: from 36% in 2019 to 47% today (from 7.8% to 9.2% of GDP, over
the same periods). This change in the composition of investment, which reflects a loss of participation of the
construction sector in favor of the purchase of machinery, may determine an increase in manufacturing
productivity and other sectors of the economy, but it also means that it is necessary to accelerate the execution
of civil works of infrastructure from national, regional and local governments.

● Imports continue to gain relevance within GDP. While between 2005 and 2019 they meant, on average, 20% of
GDP, in 2021 they were already 22.8% and in the first quarter of this year they reached 26.7% of GDP.

Strong dynamics of Colombia's economic activity at the beginning of 2022 / May 16, 2022 1



● By sector, commerce, industry and entertainment (specifically, online betting) showed high activity. Conversely,
mining and construction are the sectors lagging the furthest behind pre-pandemic levels.

● By sector groups, secondary and tertiary activities led the behavior of the quarter's dynamics. On the contrary,
the primary sector (agriculture and mining) remained stagnant, even below the levels of the first half of 2021,
when it had had a greater recovery that was interrupted by the logistical problems of April and May last year.

● Within the primary sector, the biggest lag is in the mining sector, which remains 15% below pre-pandemic
activity. The agricultural sector is also being held back by lower rice inventories, reduced coffee production and
lower domestic demand for beef. The latter has been negatively impacted by higher selling prices. Among
secondary activities, the construction sector remains with significant gaps with respect to the other sectors,
which widened even further in March, compared to the first two months of 2022.

● For the full year 2022, we expect GDP growth of 4.5%, with an upward bias due to higher growth than
expected at the beginning of the year. Of course, growth rates will be differential in the two halves of the year.

● In the first half of the year, growth will continue to accelerate, with high investment and consumption decisions.
● In the second half of the year, household consumption will gradually slow down. Specifically, consumption

should grow at lower rates in order to improve the level of savings being made by households and the
government, to reduce pressures on price increases and to mitigate the risks of household leverage. In fact,
Banco de la República's decisions go in this direction: to give the right signals to make long-term growth more
sustainable, with healthier financial balances for economic agents and to prevent inflationary pressures from
being maintained over time.

● On the other hand, exports will continue with an outstanding performance, while it is expected that investment
in civil works will continue to gradually accelerate as national, local and regional governments accelerate the
execution of their infrastructure investment plans.

● Finally, DANE slightly revised 2021 growth from 10.6% to 10.7%, thanks to a better balance of gross
investment last year.
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DISCLAIMER
This document, prepared by the BBVA Research Department, is informative in nature and contains data, opinions or estimates
as at the date of its publication. These arise from the department's own research or are based on sources believed to be reliable
and have not been independently verified by BBVA. BBVA therefore offers no express or implicit guarantee regarding its
accuracy, completeness or correctness.

Any estimates contained in this document have been made in accordance with generally accepted methods and are to be taken
as such, i.e. as forecasts or projections. Past trends for economic variables, whether positive or negative, are no guarantee of
future trends.

This document and its contents are subject to change without prior notice, depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating this content or for giving notice of such changes.

BBVA accepts no liability for any direct or indirect loss that may result from the use of this document or its contents.

Neither this document nor its contents constitute an offer, invitation or request to acquire, disinvest or obtain any interest in
assets or financial instruments, nor can they form the basis for any kind of contract, undertaking or decision.

The content of this communication or message does not constitute a professional recommendation to make investments under
the terms of Article 2.40.1.1.2 of Decree 2555 of 2010 or the regulations that modify, replace or supplement it.

With particular regard to investment in financial assets that could be related to the economic variables referred to in this
document, readers should note that under no circumstances should investment decisions be made based on the contents of this
document; and that any persons or entities who may potentially offer them investment products are legally obliged to provide all
the information they need to make such decisions.

The contents of this document are protected by intellectual property laws. The reproduction, processing, distribution, public
dissemination, making available, excerpting, reuse, forwarding or use of the document in any way and by any means or process
is expressly prohibited, except where legally permitted or expressly authorized by BBVA on its website www.bbvaresearch.com.
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