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Main messages

e In the second quarter, Colombia's GDP grew 0.3% YoY, explained by a strong deceleration of domestic
demand, which contributed negatively, and a positive compensation of external demand after the sharp fall in
imports (-14.5%) and the expansion of exports (2.4%).

e Domestic demand was pressured downward by the fall in fixed investment (-7.8% YoY) and the high inventory
deaccumulation (which was equivalent to -1.3% of GDP). On the other hand, although private consumption
continued to moderate, its variation (0.7%) was still positive, driven by consumption in services. In addition, the
growth of public consumption (2.5%) returned to positive after three negative quarters.

e |n the same vein, the economic sectors most associated with services presented the best performance. On the
contrary, activities related to the production and trade of goods (except mining) showed declines. Within the
services sector, the public administration, education and health sectors stood out, especially the latter in private
services.

e In quarter-on-quarter terms, GDP fell 1.0%. It moderated sharply with respect to the 2.2% expansion of a
quarter earlier, explained by the negative performance of fixed investment.

e As for future expectations, the most recent and most frequent economic activity data gave mixed signals, which
are coupled with the discordance extracted from the GDP release. Let's start with the latter. On the negative
side is the result of domestic demand, which reflects a weakness in fixed investment and a marked slowdown
in private consumption. However, today's publication can also be given a positive reading due to the strong
inventory deaccumulation, which may induce the productive sectors to increase the pace of activity in order to
rebuild lost inventories and put upward pressure on economic performance in the following quarters.

e On the other hand, the economic monitoring indicator —ISE by spanish name—, which has a cut-off date of
June, like GDP, but is published on a monthly basis, showed a downward trend during the second quarter,
starting with a negative month-on-month variation in April, dropping below 1% in May and growing by 1.1% in
June, driven by the public administration, education and health, and electricity, gas and water sectors. In fact,
positive signals can also be read from this last sector due to the recent acceleration (July) of energy demand in
the country.

e However, other indicators published as of July are less optimistic. These include housing and vehicle sales
(which remain at lows), consumer confidence (which remains in negative territory and decreased in July) and
the credit portfolio (especially consumer credit, which is moderating).

e With all of the above, it is possible that the slowdown in economic activity is already occurring at a slower pace
or has paused, but it is difficult to find strong indicators that point to the beginning of economic recovery.
Therefore, BBVA Research maintains its forecast of 1.2% GDP growth in 2023, which will imply a notable
moderation with respect to last year's 7.3% expansion.
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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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