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|) Colombia: Growth Momentum (1)

= GDP growth slowed to 3.1% in 2015, and the effects of low oil prices on the economy became visible.

Figure 1: GDP Growth Figure 2: GDP by Sector

= 2015 was, as expected, a very challenging year for
Colombia’s oil-exporting economy (+50% of its total
exports in 2014 were oil). Global prices of crude all
averaged about half of what they were in 2014. The
Colombian peso, driven by the plunge in oil prices,
lost 33.6% of its value against the US dollar. And
inflation, which had been floating within the central
bank’s comfort zone of 2% to 4% for most of 2014,
shot up to 6.8% last year. Against that complicated
backdrop, the economy obviously slowed to 3.1%
growth from 4.4% a year earlier, with the effects of
low oil prices becoming more visible. For instance,
gross fixed capital formation (GFCF), a measure of
investment in property & equipment, grew by just
2.8%, down from 9.8% in 2014, as firms cut capital
spending to adapt to tougher business conditions.
Similarly, the pace of government spending slowed
sharply in response to lower fiscal revenue from oil.
And though household spending grew by 3.9%, a
similar pace as in 2014, consumption of durable
goods (mostly imported and usually reacts swiftly to
economic slowdown) actually contracted by 2%.
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Figure 3: Consumption Figure 4: Investment, Exports and Imports
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|) Colombia: Growth Momentum (2)

= Caution for Colombia’s economic prospects: adjustment process to low oil prices will continue in 2016.

Figure 5: GDP Growth (Private forecasts) Figure 6: Growth of Oil-Dependent Economies*
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1) Colombia: Growth Momentum (3)

» Domestic demand will probably weaken further in 2016.

Figure 9: Private Consumption (Forecasts) Figure 10: Private Consumption by Components
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II) Colombia: External Sector

= Colombia’s large current-account deficit is a source of downside risk to GDP growth.

Figure 13: Current Account Balance Figure 14: Trade Balance, Exports and Imports
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CAD is a consequence of lower oil prices. In 2013,

its trade surplus amounted to $3.2bn, supported by Figure 15: Oil and Non-oil Inward FDI Figure 16: Capital Flows to Colombia
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lII) Colombia: Prices and Monetary Policy

» Inflation should slowly ease during the second half of 2016, but will remain above the target range of 2%-4%.

Figure 17: CPI Inflation and Policy Rate Figure 18: CPI Inflation by Sub-indexes
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Figure 19: Inflation Expectations Figure 20: CPI Inflation (Forecasts)
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Source: DANE; Central Bank of Colombia
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still rising, inflation will stay above the target range
. . . 2016 2017
in 2016, despite a tighter monetary stance.

Source: Consensus Economics
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*This report is intended only for information purposes and shall
not be construed as solicitation to take any action. In taking any
action, readers are requested to do so on the basis of their own
judgement.

*This report is based on information believed to be reliable, but we
do not guarantee its accuracy. The contents of this report may be
revised without notice.

*This report is a literary work protected by the copyright act. No
part of this report may be reproduced in any form without
express statement of its source.
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