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Colombia: Headline & Core Inflation
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Latam Daily: Colombia Inflation for April Close to
Expectations

« Colombia: Inflation continued slowing down, and food prices and utilities are
starting to reflect the impact of the El Nifio phenomenon

COLOMBIA: INFLATION CONTINUED SLOWING DOWN, AND FOOD PRICES AND
UTILITIES ARE STARTING TO REFLECT THE IMPACT OF THE EL NINO PHENOMENON

Monthly CPl inflation in Colombia stood at 0.59 % m/m in April, according to DANE data
released on Wednesday, May 8™. The result was close to economists’ expectations of
0.57% m/m, according to BanRep’s survey, and aligned with Scotiabank Colpatria’s
expectation. Annual headline inflation went down from 7.36% to 7.16%, the lowest level
since January 2022 (chart 1), and showed a slower progress compared with Q1-2024. Core
inflation (ex-food) decreased from 8.76% y/y in March 2024 to 8.19% y/y in April, while
inflation excluding food and energy went down by 40bps to 6.36% y/y. Inflation

progress is expected to be more moderate in forthcoming months since the statistical
base effect already passed in Q1-2024; our projection for the year-end is around 5.5%.

Headline inflation has decreased by 618bps since its peak, while ex-food inflation has
decreased by 322bps. The latest BanRep minutes mentioned that the board is monitoring
progress in ex-ante real rate, which suggest that the main focus is on inflation expectation.
Having said that, as yesterday’s data didn’t provide a significant surprise we don’t expect
a material change on expectation; thus we expect BanRep will continue with cautious
steps in the easing cycle, reducing the rate by 50bps at the June 28" meeting. The next
most relevant milestone will be next week with the GDP data, which probably will be
supportive of BanRep’s cautious approach.

During April, two groups accounted for 86% of monthly inflation (charts 2 and 3). The
lodging and utilities group is once again the main contributor, with a monthly inflation of
0.93% m/m and 29bps of contribution due to accelerating rent fee indexation. The
increase in utility prices was impulsed by electricity, which, in our opinion, is reflecting the

»”

impact of the “El Nifo” weather phenomenon. The second main contributor was the food
group, which also accelerated, showing monthly inflation above 1% due to the impact of
lower agriculture supply on prices; this is also something related to the dry weather in

most of the country.

In annual terms, all groups, except for the food group, contributed to the disinflationary
trend. The most significant contributor to this trend was gasoline, with its price now
stabilizing after significant increases a year ago. This stability has been a key factor in the
overall disinflation. However, in the case of food, the high statistical base effects that were
once a tailwind are no longer in play, leading to an acceleration in April as we now replace
the low statistical base effects.

The mixed picture between goods and services inflation continues. Goods-related
inflation decreased from 3.08% to 2.35%, below the inflation target, but explained mainly
by the disinflation of tradable goods. In the case of services, the picture is still

challenging, the inflation decreased from 8.28% to 8.01%, still well above the target for the
central bank but affected mainly by the indexation in key prices such as rent fees.

Allin all, today’s results would not be enough to convince the cautious side of BanRep’s
board. Instead, we think they will continue the easing cycle at a 50bps pace with a split
vote, like in the previous couple of meetings.

Complementary highlights:

e Lodging and Utilities group contributed 29bps to the headline inflation. Rent fees
accelerated in April, demonstrating that indexation is strengthening, and it could be
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related to supply issues amid the huge deceleration in housing construction. In the case
of utility fees, this month’s electricity leads to price increases. It could be related to the
impact of the “El Niflo” phenomenon since now electricity generation is split between
hydro and thermoelectric sources.

Food inflation was 1.16% m/m, contributing 22bps. Monthly food inflation has
accelerated, and the lack of supply due to the dry season is impacting key prices. Fresh
fruits are still leading the prices increases (+5.73% m/m, +4bps contribution), followed by
potatoes (+9.50% m/m), bananas (+6.48 % m/m), and vegetables and legumes (+1.98%
m/m). In annual terms, the tailwind from high statistical base effects vanished. In May
and June, it could become a headwind since we will release a significant negative number
(0.85% m/m and -0.53% m/m), respectively. In any case, we don’t expect food inflation
increases to offset the progress in other sectors; it will just slow down the headline
inflation reduction.

The rest of the groups exhibited moderate variations. On the transport side, gasoline
prices were broadly stable; the uncertainty here is around diesel prices. However, the
central bank has said that the potential impact of diesel prices is less aggressive
compared to gasoline. In the case of restaurants, we highlight that despite increasing
food prices, restaurant inflation remained low (0.29% m/m), suggesting a weak demand.
Additionally, groups related to imported items such as vehicles and home appliances,
among others such as clothes, are still showing negative inflation, which is a result of the
FX appreciation but also of the weak domestic demand.

—Sergio Olarte, Jackeline Pirajan & Daniela Silva
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Colombia: Consumer Price Index
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Colombia: Consumer Price Index
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