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Inflation ended 2025 at 5.10%,
virtually unchanged from the
previous year
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In December, food accounted for most of the decline in headline
annual inflation versus November

Monthly inflation in December came in at 0.27%, slightly below analysts’ expectations (0.35%,
according to Banco de la Republica’s survey) and BBVA Research’s forecast (0.35%). As a
result, annual inflation fell to 5.10%, down 20 bps from November, marking two consecutive
monthly declines. Compared to year-end 2024, inflation was virtually unchanged, edging down
from 5.20% in December 2024 to 5.10% at the end of 2025.

— The decline in headline annual inflation relative to November was driven mainly by
food, whose annual inflation fell to 5.07% (-67 bps vs. November), reflecting a
broad-based correction within the basket, with notable contributions from processed
products, perishables, and meats.

— In parallel, the non-food basket posted a slight decline in annual inflation to 5.11%
(-9 bps vs. November), largely explained by a moderation in administered prices,
supported by lower pressures in utilities—electricity, gas and water—and base effects.

— In contrast, inflation excluding food and administered prices—closely monitored by
Banco de la Republica—rose to 5.02% (+16 bps vs. November), pointing to more
persistent underlying pressures. By component, goods remained relatively stable,
confirming the break in the upward trend observed through much of the year, amid
offsetting upward and downward forces. Services, meanwhile, registered an increase in
inflation, driven by price rises concentrated in categories linked to cinema, tourism and
out-of-home consumption, while rents continued to show a moderate increase.

— December inflation surprised on the downside. The moderation in administered prices
stands out in particular, as this basket had not shown relief of this magnitude since June
and had been increasing over the previous three months. Still, year-end dynamics were
not uniform: goods held steady for a second consecutive month, while services posted
one of the few increases observed during the year.
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— Compared to year-end 2024, headline inflation remained virtually unchanged at the
end of 2025 due to offsetting pressures across baskets. On the one hand, food and
goods recorded substantial increases in annual inflation; on the other, services and
administered prices moderated significantly, offsetting upside pressures and keeping
headline inflation broadly stable in aggregate.

— Food inflation remained on an upward path for most of 2025. It spiked early in the
year, then stayed relatively stable until July, when it began to accelerate. However, the last
two months of the year saw a downward correction that contributed importantly to the
moderation in headline inflation towards year-end 2025—although food inflation still ended
above its level a year earlier.

— Goods inflation also trended upward through much of the year, suggesting the
presence of demand pressures, consistent with the strong performance of consumption.
Despite an average peso appreciation of 0.46% in 2025—which typically lowers the price
of tradable goods and moderates inflation in this basket—goods inflation did not ease,
reinforcing the hypothesis of domestic pressures. Only from November onward did this
trajectory break, and goods inflation stabilized.

— In contrast, services inflation eased over the course of the year, with increases limited to
specific months, suggesting lower pressures in key components such as rents.
Administered prices also showed a general moderation trend during 2025, albeit with an
acceleration episode between September and November, before resuming their
adjustment toward year-end. This relief was largely driven by the behavior of key items
such as electricity and fuels.

— Looking ahead, we expect the 23% minimum wage increase, far above what had
been projected, to exert significant upward pressure on inflation in 2026,
particularly via services, but also across other baskets through higher labor costs
in labor-intensive sectors and subsequent price adjustments. In this context, inflation
would neither continue on a downward path nor remain flat, but would instead resume an
upward trajectory, complicating the disinflation process. Risks are not limited to
minimum-wage-related indexation: if consumption remains dynamic in 2026, supported by
higher household income, it could sustain demand pressures and, consequently,
inflationary pressures. Added to this is the risk of increases in gas prices in a scenario of
lower domestic supply. As a result, inflation would not enter the target range in 2026,
completing six consecutive years above it. In our scenario, inflation would close
significantly above 2024 and 2025 levels.
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TOTAL, FOOD AND NON-FOOD INFLATION (ANNUAL CHANGE, %)
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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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