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Colombia: Gradual easing cycle to continue amid fiscal stress

1. We maintained our 2024 GDP growth forecast at 2.0% and 2.4% for 2025

▪ Entertainment, agriculture, among other sectors supported activity dynamics

2. We expect inflation to end 2024 at 5.1% and 2025 at 3.7%

▪ The disinflationary process will continue, with all eyes on the minimum wage increase

3. Financing of the 2025 budget still in the spotlight

▪ Spending cuts in next year's budget appear necessary to comply with the fiscal rule

4. Fiscal risks of the SGP reform reduced slightly, but medium-term uncertainty remains

▪ Transfers would increase from 23% to 39.5% over a 12-year period beginning in 2027

5. Fiscal uncertainty reduces degrees of freedom in monetary policy

▪ As long as the fiscal noise continues, the Board’s position will remain cautious



1. We maintained our 2024 GDP growth forecast at 2.0% and 2.4% for 2025.
Entertainment, agriculture, among other sectors supported activity dynamics

▪ Manufacturing and mining are still contracting on an annual basis.

Source : DANE, Itaú.
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2. We expect inflation to end 2024 at 5.1% and 2025 at 3.7%
The disinflationary process will continue, with all eyes on the minimum wage increase

▪ Headline CPI fell to 5.20% and Core CPI to 5.95% in November. At the margin, we estimate that inflation accumulated 
in the quarter was 4.2% (SA, annualized; 3.6% in 3Q24). Core inflation increased to 6.3% from 5.2 in 3Q24 (SA 
annualized).

Source: DANE, Itaú.
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▪ One-year ahead inflation expectations (3.98%) finally fell back within the target range.

Source: DANE, Banrep, Itaú.
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Source: BanRep, Dane, Itaú.

Minimum wage schedule

Dec 03rd : Productivity release 

Dec 09th : BanRep and MoF inflation 

update inflation estimates 

Dec 15th : First deadline for an agreement

Dec 24th : Extraordinary sessions begin

Dec 30th : Final deadline 

▪ Productivity increased by 1.7% in 2024, according to official estimates, setting the stage for a minimum wage 
increase of at least 6.8%.  

▪ BanRep had estimated a minimum wage increase of 6.5%, consistent with inflation falling to the target in late 2025. 

2. We expect inflation to end 2024 at 5.1% and 2025 at 3.7%
The disinflationary process will continue, with all eyes on the minimum wage increase
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3. Financing of the 2025 budget still in the spotlight

Source: Ministry of Finance, Fiscal Council, Itaú

Spending cuts in next year's budget appear necessary to comply with the fiscal rule

▪ Minister of Finance announced cuts in this year’s budget spending of COP 28.4 trillion (1.7% of GDP). 

▪ After the financing bill was archived by the Congress, a cut in the 2025 Budget will probably be announced in January.

▪ To comply with the fiscal rule, the Fiscal Council recommends a cut to the 2025 budget of COP 40 trillion (2.2% of GDP).

2025 % change 

Project 25/24 2024 2025

.(1) .(2) (3) = (2/1) .(4) .(5)

Regular functioning 309 328 6.2 18.3 18.4

Personnel expenses 55 60 9.3 3.3 3.4

Acquisition of goods and services 14 15 8.1 0.8 0.9

Transfers 235 248 5.4 14 13.9

Debt service 95 113 19.1 5.6 6.3

Principal 40 51 27.1 2.4 2.9

Interests 53 59 13 3.1 3.3

Comissions and other expenses 1 0 -14.7 0 0

Contingency fund 1 2 33.6 0.1 0.1

Investment 100 82 -17.4 5.9 4.6

Total 503 523 3.9 29.9 29.4

Total without debt 409 410 0.4 24.3 23.1

Breakdown of the national budget for 2024 and 2025
Trillion pesos

2024
Concept

% of GDP

4. Dif. 5. Dif. 

  3-2   5 - 3

Total income 17.1 17.5 19.3 1.7 17.3 -1.9

Tax revenue 15.4 16.3 17.8 1.5 15.8 -1.9

Non-tax 0.1 0.1 0.1 0 0.1 0

Rest 1.8 1.2 1.5 0.3 1.5 0

   Of which, ECOPETROL 0.7 0.4 0.5 0.1 0.5 0

Total spending 22.8 22.7 24 1.3 22.1 -1.9

Interests 4.7 4.7 4.7 0 4.6 0

Primary expenditure 18 18 19.3 1.3 17.5 -1.8

Primary balance -0.9 -0.5 -0.1 0.4 -0.2 -0.1

Total balance -5.6 -5.1 -4.7 0.4 -4.8 -0.1

Figures as % of GDP

To ensure compliance with the fiscal rule, budget under-execution is 

required in 2024
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4. Fiscal risks of the SGP reform reduced slightly, but medium-term uncertainty remains 
Transfers would increase from 23% to 39.5% over a 12-year period beginning in 2027.

▪ The Government must present the law of competences within 12 months, without which the reform cannot come 
into force.

BANREP computes a complex macroeconomic 
scenario in 2038 under the SGP reform

Source: Ministry of Finance, Central Bank, Itaú

GDP -11.6%

Total consumtion -14.2%

     Private consumption -18.0%

     Public consumption 3.5%

Total investment -30.7%

     Private investment -34.5%

     Public investment 6.4%

Exports 3.2%

Imports -28.5%

Aditional spending for SGP (to GDP) 2.7%

     Public consumption (to GDP) 2.0%

     Transferences (to GDP) 0.3%

     Public investment (to GDP) 0.4%

Public debt (to GDP) 27.9%

Estimated impacts of the GSP reform in 2038
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5. Fiscal uncertainty reduces degrees of freedom in monetary policy
As long as the fiscal noise continues, the Board’s position will remain cautious

Steiner: Monetary policy is elevated because inflation

expectations have not yet converged to the long-term

target. Cautiousness has costs, but it also has its benefits.

There are risks that we want to avoid such as Brazil’s

reversals in the monetary policy path.

Acosta : The Central Bank needs to be

cautious. The main objective is not to come

close to the CPI target, but to reach it by

December 2025. An FX rate above 4,400 is a

concern for inflation.

Villar : Villar referred to the recent approval of the SGP

reform and noted that fiscal uncertainty could have

undesirable effects on inflation. For Villar, the recent

depreciation of the exchange rate has not jeopardized

convergence or inflation to target, but it is a risk factor to

monitor as it captures the fiscal challenges.

Jaramillo: Lower interest rates would support swifter

growth the large fiscal deficit prevents the central bank

from accelerating the cycle. Conditions do not favor an

acceleration as the 2025 budget is not financed and the

minimum wage adjustment remains uncertain.

Taboada: Expressed concern on the sustained

exchange rate depreciation amid tighter global

financial conditions.

Villamizar: Colombia is not isolated from external factors

that could jeopardize the sustainability of the inflation

convergence process. BanRep should avoid premature

victories on inflation.

Guevara: Inflation could return to the target

range in the short term, as a result interest rates

could decrease much more rapidly to consolidate

the recovery.



5. Fiscal uncertainty reduces degrees of freedom in monetary policy
As long as the fiscal noise continues, the Board’s position will remain cautious

▪ We continue to expect a YE-24 rate at 9.25%, but a higher YE-25 at 6.75% (6.5% previously), with a terminal rate at 
6.0% in 2026.

▪ In February two Board members will be replaced, this could open the door to an acceleration of the cycle.

Source: Central Bank, Itaú
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Colombia | Forecast

Current Previous Current Previous Current

Economic Activity

  Real GDP growth - % 3.2 -7.2 10.8 7.3 0.6 2.0 2.0 2.4 2.4 3.0

  Nominal GDP - USD bn 323 270 322 345 364 416 416 410 411 440

  Population (millions) 50.4 50.9 51.4 51.8 52.2 52.7 52.7 53.2 53.2 53.5

  Per Capita GDP - USD 6,411 5,312 6,272 6,659 6,976 7,893 7,893 7,710 7,710 8,225

  Unemployment Rate - year avg 10.9 16.7 13.8 11.2 10.2 10.3 10.6 10.2 10.5 10.2

Inflation

  CPI - % 3.8 1.6 5.6 13.1 9.3 5.1 5.1 3.7 3.7 3.0

Interest Rate

  Monetary Policy Rate - eop - % 4.25 1.75 3.00 12.00 13.00 9.25 9.25 6.75 6.50 6.00

Balance of Payments

 COP / USD - eop 3,287 3,428 4,070 4,850 3,855 4,300 4,300 4,500 4,500 4,200

  Trade Balance - USD bn -10.8 -10.1 -15.3 -14.5 -9.7 -7.5 -7.5 -7.0 -7.0 -8.0

  Current Account - % GDP -4.6 -3.4 -5.6 -6.2 -2.7 -2.0 -2.5 -2.8 -2.8 -3.0

  Foreign Direct Investment - % GDP 4.3 2.8 3.0 5.0 4.8 3.3 3.3 3.7 3.7 3.7

  International Reserves - USD bn 52.7 58.5 58.0 56.7 59.1 60.6 60.6 61.0 61.0 64.0

Public Finances

  Primary Central Govt Balance - % GDP 0.4 -5.0 -3.6 -1.0 -0.3 -0.9 -0.9 -0.9 -0.9 -0.2

  Nominal Central Govt Balance - % GDP -2.5 -7.8 -7.1 -5.3 -4.3 -5.6 -5.6 -5.5 -5.5 -4.5

  Central Govt Gross Public Debt - % GDP 50.3 65.0 63.0 60.8 56.7 61.3 61.3 64.5 64.5 63.1
0.0%

Source: IMF, Bloomberg, Dane, Banrep, Haver and Itaú

2026F2025F2019 20222020 2023 2024F2021



Relevant Information

1. This report has been prepared and released by the Macro Research Department of Itaú Unibanco S.A. (“Itaú Unibanco”). This report is not a product of the Equity
Research Department of Itaú Unibanco or Itaú Corretora de Valores S.A. and shall not be construed as a research report (“relatório de análise”) for the purposes
ofArticle 1 of the CVM Instruction NR. 20, dated 2021.

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to be
reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itaú Unibanco does not make
any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a complete
statement or summary of the markets or developments referred to herein. Itaú Unibanco has no obligation whatsoever to update, modify or amend this report and inform
the reader accordingly.

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously,
including in relation to Itaú Unibanco, Itaú Corretora de Valores S.A. and any other companies within their economic group.

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itaú Unibanco. Additional
information on the financial products mentioned in this report may be available upon request. Itaú Unibanco and/or any other company within its economic group is not
and shall not be liable for any investment decisions (or otherwise) based on the information provided herein.

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, tax,
legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision based on
the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments described in this
material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains proprietary information
and you agree to keep this information confidential for your exclusive use.

For inquiries, suggestions, complaints, criticisms and compliments, talk to Itaú’s CSCC: 0800 728 0728. Or contact us through our portal
https://www.itau.com.br/atendaitau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itaú Corporate Ombudsman: 0800 570 0011 (on
weekdays from 9 AM to 6 PM) or our PO Box 67.600, São Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722.

Macro Research – Itaú

Mario Mesquita – Chief Economist

To access our reports and forecast visit our website:

https://www.itau.com.br/itaubba-pt/macroeconomic-analysis

https://www.itau.com.br/atendaitau/para-voce/
https://www.itau.com.br/itaubba-pt/macroeconomic-analysis
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