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Colombia—BanRep Cuts the Monetary Policy Rate by
50bps in a Split Vote

e  The meeting did not provide signals about future steps

The board of Colombia’s central bank (BanRep) cut the monetary policy rate by 50bps to
10.75%, with five members voting for a 50bps cut and two voting for 75bps—the same
split as previous meetings. The communique was very straight forward and factual. The
only new piece of information was the increase in the GDP growth projection for 2024 to
1.8%, from the previous quarter estimation of 1.4%. The Monetary Policy Report that will
be released on Friday, August 2" will provide further details about the new forecast.
During the press conference, Governor Villar highlighted that BanRep maintains a
cautious approach; however, continuing to cut rates is a support for economic growth.

At Scotiabank Colpatria Economics, we still expect an acceleration in the easing cycle
starting in September to a pace of 75bps because headline inflation will resume the
downward trend in July, while economic activity is expected to continue showing weak
signals. For Dec 2024, we project an 8.50% rate, and in the 2H-2025, the monetary policy
rate is expected to be closer to the terminal rate of 5.5%.

Key points about July’s BanRep meeting:

e Governor Villar said that the staff anticipated the stable headline inflation figure in
June; however, it was good news to see core inflation going down. This suggests
core inflation will be a relevant indicator to monitor in forthcoming meetings.
Additionally, Villar said that inflationary pressures have eased.

e  About the neutral real monetary policy rate. Governor Villar said that the question
about the neutral rate in the international market is an ongoing discussion; however,
in the case of Colombia, it also depends on the risk spread.

e Villar said fiscal policy has been consistent with the monetary policy. Villar
highlighted the government’s commitment to comply with the fiscal rule and that the
announcement of spending cuts reflects prudence and contributes to better
prospects for inflation.

e Governor Villar said that the deterioration in the unemployment rate in June’s
report needs to be analyzed further before any monetary policy action is taken.

e Asusual, there weren't significant details about the updated macro scenario
provided by the central bank’s staff during the press conference. We must wait
until Friday, August 2", for the release of the Monetary Policy Report; this report will
be relevant to monitor if the inflationary risk has eased and if the central bank staff
scenario is compatible with the current economist consensus that points to a
monetary policy rate ending 2024 at 8.50% with a terminal rate of around 5.50%.

e Minutes will be released next Monday, August 5%, after 5pm (local time).

e The next monetary policy rate decision will be on Monday, September 30*".

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by
email at scotia.economics@scotiabank.com


https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics
mailto:sergio.olarte@scotiabankcolpatria.com
mailto:jackeline.pirajan@scotiabankcolpatria.com

Scotiabank. LATAM FLASH

July 31,2024

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections contained herein are our own as of the date hereof and are subject
to change without notice. The information and opinions contained herein have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as
to their accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever for any direct or consequential loss arising from
any use of this report or its contents.

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of any offer to buy any financial instrument, nor shall this
report be construed as an opinion as to whether you should enter into any swap or trading strategy involving a swap or any other transaction. The information contained in this report is not intended to
be, and does not constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading Commission Regulation 23.434 and Appendix A
thereto. This material is not intended to be individually tailored to your needs or characteristics and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy
involving a swap or any other transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or be in the process of acquiring or
disposing of positions, referred to in this report.

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as managers, co-managers or underwriters of a public offering
oract as principals or agents, deal in, own or act as market makers or advisors, brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions,
Scotiabank may receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, directors and employees of Scotiabank and
its affiliates may serve as directors of corporations.

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any issuer and security discussed in this report, and consult
with any advisors they deem necessary prior to making any investment.

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be reproduced without the prior express written consent of Scotiabank.
™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital markets businesses of The Bank of Nova Scotia and certain of its
affiliates in the countries where they operate, including; Scotiabank Europe plc; Scotiabank (Ireland) Designated Activity Company; Scotiabank Inverlat S.A., Institucion de Banca Multiple, Grupo
Financiero Scotiabank Inverlat, Scotia Inverlat Casa de Bolsa, S.A. de C.V., Grupo Financiero Scotiabank Inverlat, Scotia Inverlat Derivados S.A. de C.V. - all members of the Scotiabank group and
authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with limited liability and is authorised and regulated by the Office of the Superintendent of Financial
Institutions Canada. The Bank of Nova Scotia is authorized by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and limited regulation by the UK
Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation Authority are available from us on request. Scotiabank Europe plc is
authorized by the UK Prudential Regulation Authority and regulated by the UK Financial Conduct Authority and the UK Prudential Regulation Authority.

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V, Grupo Financiero Scotiabank Inverlat, and Scotia Inverlat Derivados, S.A. de C.V., are each authorized and regulated by the Mexican
financial authorities.

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law.

Global Economics 2



