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The Board of Banrep reduced the monetary policy rate by 25bp to 9.25% in April. This decision was unanimous. On
this occasion, they highlighted that inflation and inflation expectations derived from the debt markets declined.

In the press release, the Board of Banrep highlighted the reduction of inflation in March, falling from
5.3% to 5.1%. At the same time, it indicated that inflation without food or regulated products maintained its
downward trend, standing at 4.8% (compared to 4.9% observed in the previous month). Regarding inflation
expectations, they highlighted that those derived from public debt papers decreased while those from surveys
remained stable. On this front, it is worth noting that the reduction in core inflation was 6bp in the month,
somewhat lower than that observed in February, and that expectations derived from public debt paper, due to
liquidity issues, are subject to high volatility. No specific or particular information on inflation expectations was
highlighted in the press conference or in the press release, beyond considering that there may be some
additional moderation in the coming months and that inflation without food or regulated products could end the
year within the target range (estimate in effect in past meetings).

Economic activity data continues to show some gradual improvement from the data observed in 2024.

The Bank expects growth of around 2.5% for the first quarter of the year, a figure that will be known in
mid-May. At the same time, the statement highlights that the economy would have a growth of 2.6% in 2025
and 3.0% in 2026. In the case of 2025, it is worth mentioning that at the March meeting it had been adjusted
upwards to 2.8% from 2.6%. This result, the lower growth in 2025, is associated in part with the expected
slowdown in the global economy.

On this occasion, in the press release, they did not emphasize fiscal or market factors. However, they

highlighted that external financing conditions have become more restrictive due to global trade
tensions, high volatility and uncertainty in international financial markets. They relate this to an upward
pressure on Colombia's risk premium, a situation that is also related to local fiscal uncertainty. In the questions
at the press conference, the recent news of the suspension of the International Monetary Fund's flexible credit
line was addressed. On this front, the Bank's Governor emphasized that these are resources to attend special
contingencies and that although access is suspended, the line is still in force. The Governor contemplates that
once progress is made in the discussions on fiscal issues with the IMF, the line could be reinstated. On this
issue, the Governor emphasized that Colombia's international reserves levels are sufficient and are even at the
upper suggested levels by the IMF itself, thus he commented that there would be no need for a new reserve
accumulation program for the time being.

In the round of questions at the press conference, several questions were asked regarding fiscal issues. In

particular, it is highlighted among the Minister's answers that several of the fiscal challenges are associated to
income or debt service, which according to him, is inherited from the previous government, however, he does
not make reference to spending issues and/or adjustments, except for a brief mention to the Medium Term
Fiscal Framework in which they would evaluate the adjustment needs and that the rigidity in spending is very
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high, while reiterating that it is necessary to guarantee the execution of the plans contained in the development
plan, which suggests that the space for fiscal spending adjustments will be limited and will be known with the
Medium Term Fiscal Framework. Among other considerations, he announced that they are evaluating the
possibility of processing a new financing law for this year, to complement other tools they have such as debt
management and/or new issues, according to the Minister's position, of a good placement in the international
debt markets in previous weeks.

Our take:

The unanimous decision of the Board is highlighted, an important change compared to the position of the last
meetings in which there was a division between the views of the different members. In this case, the position of
the Board members who advocated 50bp cuts last month was moderated, while the majority group at the
March meeting decided to resume a position in favor of gradual cuts after having voted for stability. This
unanimous vote could be interpreted as a sign of greater confidence that the downward rate cycle has
resumed. Despite this, it is important to note that in an environment of high uncertainty, the Bank's own stance
has changed repeatedly in recent months, with cuts of up to 50bp and others for stability, which still leaves
decisions open to new data, especially on the inflation and fiscal fronts.

They highlighted that inflation resumed a decreasing path, which we consider may be an expression of an
adjustment in the balance between inflation and growth, with lower concerns about current and expected
inflation in favor of a more favorable stance in support of activity. In our opinion, this may be due to the fact
that the risks in the global scenario of lower activity may have not minor impacts on the Colombian economy
and may be part of the risk scenarios that have gained probability of occurrence in the last month.

This decision, seen in the absence of the recent fiscal challenges, is in line with our stance on the need to
materialize larger and faster interest rate cuts to address the needs of investment recovery in the economy.
However, fiscal factors remain a high source of uncertainty for the Colombian economy with no significant, at
least public, changes for the time being, which could have justified a more cautious stance at the April meeting.

In the end, we agree with the Bank’s Governor, interest rates will tend to be lower in the coming months,
although their pace of reductions will continue to be subject to the special conditions governing the global and
local economy. However, we do emphasize that if fiscal risks are not contained, there is a risk of ending the
current cycle with a natural (or terminal) rate higher than the anticipated and historical one.
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AVISO LEGAL

El presente documento, elaborado por el Departamento de BBVA Research, tiene caracter divulgativo y contiene datos,
opiniones o estimaciones referidas a la fecha del mismo, de elaboracion propia o procedentes o basadas en fuentes que
consideramos fiables, sin que hayan sido objeto de verificacion independiente por BBVA. BBVA, por tanto, no ofrece garantia,
expresa o implicita, en cuanto a su precision, integridad o correccion.

Las estimaciones que este documento puede contener han sido realizadas conforme a metodologias generalmente aceptadas
y deben tomarse como tales, es decir, como previsiones o proyecciones. La evolucién historica de las variables econémicas
(positiva o negativa) no garantiza una evolucion equivalente en el futuro.

El contenido de este documento esta sujeto a cambios sin previo aviso en funcion, por ejemplo, del contexto econdmico o las
fluctuaciones del mercado. BBVA no asume compromiso alguno de actualizar dicho contenido o comunicar esos cambios.

BBVA no asume responsabilidad alguna por cualquier pérdida, directa o indirecta, que pudiera resultar del uso de este
documento o de su contenido.

Ni el presente documento, ni su contenido, constituyen una oferta, invitacion o solicitud para adquirir, desinvertir u obtener
interés alguno en activos o instrumentos financieros, ni pueden servir de base para ningun contrato, compromiso o decision de
ningun tipo.

El contenido de la presente comunicacion o mensaje no constituye una recomendacion profesional para realizar inversiones en
los términos del articulo 2.40.1.1.2 del Decreto 2555 de 2010 o las normas que lo modifiquen, sustituyan o complementen.

Especialmente en lo que se refiere a la inversion en activos financieros que pudieran estar relacionados con las variables
economicas que este documento puede desarrollar, los lectores deben ser conscientes de que en ningun caso deben tomar
este documento como base para tomar sus decisiones de inversion y que las personas o entidades que potencialmente les
puedan ofrecer productos de inversién seran las obligadas legalmente a proporcionarles toda la informacién que necesiten para
esta toma de decision.

El contenido del presente documento esta protegido por la legislacion de propiedad intelectual. Queda expresamente prohibida
su reproduccion, transformacion, distribucion, comunicacion publica, puesta a disposicién, extraccion, reutilizacion, reenvio o la
utilizacion de cualquier naturaleza, por cualquier medio o procedimiento, salvo en los casos en que esté legalmente permitido o
sea autorizado expresamente por BBVA en su sitio web www.bbvaresearch.com.
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