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Latam Daily: Colombia’s Imports Widen Trade Deficit

« Colombia: Imports remain elevated, as higher prices and strong domestic demand
widen the trade deficit

COLOMBIA: IMPORTS REMAIN ELEVATED, AS HIGHER PRICES AND STRONG DOMESTIC
DEMAND WIDEN THE TRADE DEFICIT

February import data, released by DANE on Thursday, April 21, came in at USD 5.83 bn
(CIF terms), expanding by 49.2% y/y (chart 1), down slightly from the historical high
reached in November 2021 (USD 6.55 bn). The monthly trade deficit stood at USD 1.1 bn,
and the YTD trade deficit was USD 2.79 bn, 63% above from the same period of 2021,
showing that the external deficit remains a challenge in 2022 (chart 2).

February’s imports decreased from January, mainly on lower purchases of raw
materials by the industrial sector, which points to possible logistical difficulties and
supply chain disruptions. Manufacturing imports grew by 45.9% y/y, accounting for the
biggest positive contribution to annual imports growth, while agriculture-related imports
increased by 17.1% y/y, and mining-related imports grew by 64.8% y/y.

From the perspective of imports by use, three major segments increased significantly
compared with February 2021 (chart 3):

« Consumption-goods imports increased by +30.5% y/y and stood at USD 1.15 bn.
Both durable and non-durable goods imports increased over previous months and in
annual terms expanded by +30.5% y/y and +56.9% y/y, respectively. In the case of
non-durable goods, pharma and cleaning-related products led the annual increase
(+34.4% y/y) reflecting the effect of vaccines purchases by the government.
Purchases of beverages contracted by 25.9% y/y. In the case of durable goods,
vehicles purchases (+11.2% y/y) and machines and home appliances (+46.2% y/y)
increased, with both components reflecting the effect of high international prices.

« Raw-materials imports grew by 56.9% y/y to USD 2.95 bn and remained the main
contributor to the overall increase in imports. Industry sector imports (+48.3% y/y)
lead the gains, followed by fuel imports (+109.0% y/y). The latter increase points to
the spike in international prices compared with one year ago. In this regard, imports
related to chemical products and mining products led to the gains in the raw
materials group, which reflect high international prices and still-strong domestic
demand.
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« Capital-goods imports were up by 51.3% y/y to USD 1.72 bn. Purchases of investment-related goods by industry (+37.5% y/y)
accounted for the largest contribution, followed by transport equipment (+92.8% y/y). The overall group remains strong, though
purchases of capital goods for the agricultural sector weakened. (This development is worth monitoring going forward, especially on
the back of higher international prices and bottlenecks in international trade transportation.)

All'in all, imports remained high in February, reflecting higher international prices as well as the ongoing economic recovery. The trade
deficit continued to widen, affirming the asymmetric impact of international prices on imports and exports. Despite these trends, however,
we expect the current account deficit to fall to 5% of GDP in 2022 owing to a growing denominator (GDP), as the nominal current account
deficit is likely to remain around USD 17 bn. In terms of financing, the prevalence of capital goods imports points to high FDI, which generate
debt-servicing capacity. Nevertheless, in our view, external deficits remain a key issue of concern in Colombia's macroeconomic metrics.

—Sergio Olarte, Maria Mejia, & Jackeline Pirajan

Global Economics 2



Scotiabank. LATAM DAILY

April 22,2022

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 3



