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Colombia—BanRep Cuts Monetary Policy Rate by 50bps 

in a Split Vote 

• The board affirmed the cautious approach, highlighting that international 

conditions have tightened. 

The board of Colombia’s central bank (BanRep) cut the monetary policy rate by 50bps to 

11.75% with the same split vote observed during March’s meeting: five members voted for 

a 50bps cut, one member for a 75bps cut, and one member (the Minister of Finance) for a 

100bps cut. The decision was aligned with the market and economists’ consensus. The 

forecast for GDP growth in 2024 was revised up to 1.4% (previously 1.1%). However, 

Governor Villar said that this improvement doesn’t imply a material change to the 

inflation forecast, which they still expect to go back to the target range by mid-2025.  

A new piece of information in today’s meeting and press conference was that Governor 

Villar emphasized the board was concerned about the tightening of international financial 

conditions, which motivated it to continue with a cautious approach. That said, the board 

preferred not to surprise the market to avoid adverse developments in local assets, 

especially the exchange rate. In our opinion, this is a strong statement as it reveals that 

the board, for now, is not concerned about the economic growth despite its estimates of a 

negative output gap; instead, it is focusing on controlling any potential risk that could 

impact the inflation trajectory as it converges back to the target. 

All in all, we didn’t have material surprises in today’s meeting; however, the central bank’s 

staff will provide further colour about the assessment of risk in the macro scenario as the 

Monetary Policy Report (IpoM) will be released on Friday. The press conference of the 

IpoM will take place next Tuesday, May 7th. It is worth noting that BanRep won’t make a 

rate decision in May, and the next decision will be on June 28th. By this time, we will have a 

couple more inflation readings and the GDP result for Q1-2024.  

For now, we maintain our forecast favouring a cautious rate cut of 50bps in June. We 

expect a potential acceleration in the H2-2024, tilting rate cuts to a 75bps pace to close 

the year at 8.25%. In 2025, we expect the central bank to continue the easing cycle to 

reach a terminal rate of 5.50% by mid-2025. 

Key points about today’s decision: 

• The central bank’s staff improved the GDP forecast for 2024; however, it doesn’t 

mean an increase in inflation expectations. According to Governor Villar, the GDP 

forecast improvement in 2024 was due to economic activity being better than 

expected at the start of the year, while pointing to Colombia’s negative output gap. 

Governor Villar emphasized that inflation projections still support a return to the 

target range by mid-2025. In our opinion, the previous remark demonstrates that for 

now, BanRep is not concerned about economic growth and that it will focus only on 

inflation risk when deciding how to set the monetary policy rate. On the other hand, 

Minister Bonilla called again for the necessity to stimulate the economy and said that 

despite the board being unanimous in cutting rates, there is still no unanimity in 

supporting the economy. 

• The banking system is resilient. Governor Villar said that the Colombian economy 

adjusted significantly, which helped to reduce inflation. However, this adjustment had 

a cost to the financial system, with increases in non-performing loans and credit 

contractions. Despite that, Governor Villar stated that the Colombian financial system 

was robust, and BanRep did not identify any solvency and liquidity concerns. He also 

mentioned that the worst of the economic cycle was behind us, and that in the future, 

domestic demand will improve to make the credit rebound more healthy. 
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• About the management of pension savings amid the Pension Reform debate. Minister Bonilla welcomed the advance of the Pension 

Reform to the Congress. However, one issue that remained unresolved was defining the role of the central bank in the management of 

pension savings. In his concept, this would involve the task of safeguarding the savings without interfering with the administrative 

aspects of a regular pension fund. Governor Villar said that more clarity was needed with regards to the central bank’s scope of action 

regarding the potential pension fund resources.  

• About concerns around international financial conditions. In today’s meeting, the board emphasized that they cared about not 

surprising the market to avoid negatively impacting the FX market in a way that would threaten inflation reduction efforts. Previous 

remarks suggested BanRep would prefer to maintain a cautious approach if the international context remained uncertain. However, it 

was unclear if, in today’s meeting, there was a preference to accelerate the easing cycle outside of the two traditional board members 

who voted for a larger cut. In any case, previous remarks affirmed the market’s assessment of the prudence from BanRep, and it could 

be supportive of the carry-trade thesis on Colombian currency.  
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