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The policy rate remained stable in September at 9.25% in a split
decision. Additionally, it was decided to cancel the flexible credit
line agreement with the International Monetary Fund.

The September decision maintained the balance observed at the July meeting, with four
members in favor of stability, two in favor of a 50bp reduction, and one in favor of a 25bp
reduction. A conservative tone is maintained, and the Issuer reiterates its cautious stance in
addressing the current situation. In addition, a second statement was released announcing
Colombia's decision to cancel the agreement for access to the flexible credit line with the
International Monetary Fund, currently suspended by the multilateral bank.
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— The statement highlights that inflation in August rose to 5.1% and that core inflation,
excluding food and regulated items, exceeded the technical team's forecasts. This

result led to an upward revision of inflation forecasts by the technical team, with levels slightly

lower than those contemplated by the average of analysts, with a slower convergence
towards the 3.0% target, despite reaching the inflation target range in 2026. They also

highlighted that analysts' inflation expectations have increased in recent months, reaching
5.0% by the end of 2025 and 4.0% by the end of 2026, both figures above the Bank's target.
On the other hand, they highlight that expectations derived from public debt securities remain
above the 3.0% target.

In terms of activity, it should be noted that the economy continues to perform well,
with growth of 2.5% in the second quarter, in line with the technical team'’s forecasts.
This performance shows some additional acceleration recently and is based on a recovery in
consumption and, more recently, in some components of investment, especially machinery
and equipment and civil works. Additionally, at the press conference, the Minister highlighted
the good performance of the labor market, with an unemployment rate of 8.6% for the month
of August. Regarding consumption and credit performance, the Manager highlights that the
boost in consumption has been based mainly on an improvement in income and that,
although consumer credit is performing better than in recent quarters, its growth rate remains
low in real terms and is not fueling leveraged consumption.
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— Externally, they highlighted that financing conditions have become more relaxed in
recent weeks. However, they note that uncertainty surrounding US trade policy and regional
and global geopolitical tensions persist. They made no reference to the change in monetary
policy by the US Federal Reserve.

— On this occasion, fiscal issues were not the focus of discussion in either the statement
or the press conference. In response to some questions on this subject, the Minister
emphasized that the government's efforts are aimed at achieving a better fiscal balance. In
the question section, regarding the possible direction of the budget and a proposal to reduce
it, the Minister emphasized that an amount of 547 trillion was approved by a large majority in
the committees, so he does not believe there is sufficient support for a reduction to 530 ftrillion
in the budget. This scenario maintains a deficit level similar to the initial estimate, since the
reduction in the budget amount is similar to the reduction in expected sources of financing
under the financing law.

— In a second statement, the Bank announced the termination of the flexible credit line
agreement with the International Monetary Fund. It should be noted that a few months
ago, the IMF announced the suspension of access to resources. Colombia emphasized that
current international reserve levels are comfortable and that the flexible line resources are not
required. They also emphasized that there was no intention to make use of these resources
during the remaining period of the current agreement. Both the Minister and the Manager
believe that these decisions will have no impact on the markets or on Colombia's access to
financing. It was announced that the remaining payments on the portion of the line taken
during the pandemic will continue to be made.

— During the question and answer session, the minister emphasized the need to approve
the budget and tax reform to avoid fiscal adjustment that could lead to a marked
economic slowdown, echoing the reasons for activating the rule's escape clause and
justifying the increase in primary spending. During this question and answer session, the
Minister emphasized that they do not expect to reduce spending, and stressed that the
responsibility lies with Congress to approve the budget and resources required by the
government. This hinted at a lack of appetite for austerity on the part of the government and
confirmed the possible pressure on domestic demand that the fiscal issue may have on
spending, limiting monetary policy actions. For their part, several journalists asked about the
statements made by the President of the Republic, who criticized the Bank's decision and
associated it with a politically motivated decision. In response to these statements, the
Bank's Manager strongly defended the independence of the Central Bank and the focus and
technical quality with which decisions are made by its Board.

In our opinion, the tone of the statement and the press conference was somewhat more moderate
than in July. However, this does not mark a significant change in the balance between the members
of the Board or in our view of the monetary policy stance in the short term. Perhaps noteworthy is
the emphasis on changes in inflation expectations and projections, as this phenomenon has
occurred several times in recent years, with surprises and upward revisions. This may provide an
additional argument for maintaining the current stance of caution and stability in rates.
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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 content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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