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Colombia: BanRep stayed on hold in the last meeting of the year. 

________________________________________________________________________________ 

BanRep held the monetary policy rate steady at 9.25%. Again, the vote division was: 
four members voted for stability, two supported a 50-bps cut, and one favored a 25-bps 
cut. BanRep highlighted the decline in November’s inflation, although the board 
acknowledged that inflation expectations remain elevated. Regarding economic 
activity, the board noted that private demand is robust, which is reflected in a 
wider trade deficit. On the fiscal front, the central bank urged the government to adjust 
its public finances following the rejection of the Financing Law. 

During the press conference, Governor Villar emphasized that, despite concerns about 
inflation expectations, the central bank continues to monitor key variables and will 
set interest rates on a meeting-by-meeting basis. In contrast, Minister Ávila argued 
that interest rates should be lowered to support economic growth. He also stated 
that significant increases in the minimum wage have not negatively impacted the 
economy and anticipated that, as in previous years, the government will raise the 
minimum wage substantially in 2026. Additionally, Minister Ávila announced that 
the government is preparing an Economic Emergency decree in response to the 
rejection of the Financing Law. 

At DAVIbank Economics, we continue to favor a scenario of rate stability for most 
of 2026. While the minimum wage discussion could create tensions around inflation 
expectations, we believe the board will wait to see the actual impact of this parameter 
on inflation and expectations before reacting. We reaffirm our call for rate stability 
until the third quarter of 2026 and project a year-end level of 8.75%, which aligns 
with our inflation forecast of 4.23% for year-end 2026. 

  

 

 

 



 
 

 
 
 

Highlights of Today’s Meeting 

• Governor Villar emphasized that maintaining the central bank’s credibility 
is crucial, responding to questions about inflation expectations remaining 
above the target range in 2026. He noted that the board aims to bring inflation 
back to target gradually, following a path compatible with sustainable economic 
growth. Villar stated that the board is closely monitoring the evolution of 
inflation expectations and, in the meantime, maintains a contractionary stance. 
Importantly, he indicated that the inflation target is expected to be achieved in 
2027, while in 2026 they anticipate a trend toward a range consistent with this 
medium-term goal. In our view, these remarks reflect the central bank’s 
traditional approach of waiting for clearer signals before adjusting interest 
rates—supporting our call for rate stability. 

• Minimum wage debate: Finance Minister Germán Ávila stated that recent 
increases in the minimum wage have not negatively affected inflation or the 
labor market. He also anticipated a significant increase for 2026 but did not 
clarify the potential impact on public finances or the Ministry of Finance’s 
inflation projections. On the other hand, Governor Villar noted that BanRep does 
not have a specific position on the minimum wage but highlighted that a sharp 
increase could affect inflation convergence toward the target, which in turn 
could influence the interest rate path. Our view is that, although the minimum 
wage is a critical parameter, the central bank is unlikely to change its stance 
unless it significantly alters inflation expectations or the structural inflation 
trajectory. 

• Fiscal Situation: In its communiqué, BanRep explicitly called for measures to 
stabilize public finances following the rejection of the Financing Law. During the 
press conference, however, Finance Minister Ávila indicated that the 
government is considering enacting an Economic Emergency decree, arguing 
that the 2026 budget is not fully financed after the law’s rejection. Ávila 
suggested that upcoming measures will aim to increase fiscal revenue while 
avoiding further cuts to the spending plan. 

• In general, the tone of today’s meeting was not significantly different from 
that observed in previous meetings. Although the board remains vigilant about 
the economic context, the case for rate hikes still does not appear strong in the 
short term. The minimum wage decision will be key; however, Governor Villar 
noted that inflation also depends on other factors. Our view is that the board 



 
 

 
 
 

will continue to act cautiously, which leads us to maintain our call for 
stability in the upcoming meetings. 

IMPORTANT NOTE: 

Next week DAVIbank Economics will suspend its reports for the remainder of the 
year. We will resume our reporting activity in 2026, with the expectation of 
continuing to serve as a relevant source of macroeconomic analysis for our 
clients. 

We wish you happy holidays and a successful 2026. Cheers! 

Research Colombia 

• Jackeline Piraján – Head Economist  
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*DAVIbank pertenece a Davivienda Group. 

  

 

 

 

 

 

 

 

 

 

 

 

 



 
 

 
 
 

Disclaimer 

• This document has been prepared by Banco DAVIbank S.A., a banking 
institution, for distribution among its clients and those of its subsidiaries in 
Colombia: Fiduciaria and Brokerage Firm, entities subject to inspection, 
surveillance, and control by the Financial Superintendence of Colombia. 

• This document is for informational purposes only. It should not be interpreted 
as professional advice or as a research report for making investment decisions, 
in accordance with the provisions of Articles 2.40.1.1.2 and 2.40.1.1.3 of Decree 
2555 of 2010 and its complementary regulations. 

• The information contained is provided for informational purposes only and does 
not constitute personalized investment advice, nor an invitation, offer, 
solicitation, suggestion, or obligation on the part of Banco DAVIbank S.A. or its 
subsidiaries in Colombia, their managers, representatives, associates, 
directors, partners, employees, advisors, or contractors. Accordingly, the 
information in this document is published for general use and does not take into 
account specific investment objectives, financial situations, or the needs of any 
particular investor. The use of the information provided is the sole responsibility 
of the recipient. The reader should understand that the purpose of this 
document is not to predict the future or guarantee a financial result, nor to 
ensure the fulfillment of the scenarios presented. This document does not 
predict future outcomes or guarantee financial results; all scenarios are strictly 
referential. 

• Interested parties should seek authorized professional advice regarding the 
suitability of making investment decisions and should understand that 
statements regarding future outlooks may not materialize. 

• The opinions contained in this document have been compiled or obtained from 
public sources considered reliable, but no express or implied warranty is made 
regarding their accuracy or completeness. 

• Neither Banco DAVIbank S.A., nor its subsidiaries accept any responsibility for 
any direct, indirect, or consequential loss arising from any use of the information 
contained in this document. 

• The information in this document is based on certain assumptions and analyses 
of the information available at the time it was prepared, which may or may not 
be correct. Therefore, there is no certainty that the projections contained in this 



 
 

 
 
 

 

document will be met; thus, nothing in this document is or should be considered 
a promise or guarantee regarding the future performance of such projections. 

• The opinions, estimates, and projections contained in this document are 
subject to change without prior notice. 

• This document does not constitute, nor should it be understood as: (i) an offer 
to sell or an invitation to buy securities; (ii) a proposal to carry out commercial 
transactions; (iii) personalized investment advice. 

• Neither Banco DAVIbank S.A., nor its subsidiaries accept any responsibility for 
any direct, indirect, or consequential loss arising from any use of the information 
contained in this document. 

• The information in this document is based on certain assumptions and analyses 
of the information available at the time it was prepared, which may or may not 
be correct. Therefore, there is no certainty that the projections contained in this 
document will be met; thus, nothing in this document is or should be considered 
a promise or guarantee regarding the future performance of such projections. 

• The opinions, estimates, and projections contained in this document are 
subject to change without prior notice. 

• This document does not constitute, nor should it be understood as: (i) an offer 
to sell or an invitation to buy securities; (ii) a proposal to carry out commercial 
transactions; (iii) personalized investment advice. 

  


