O/N\\/ | bank

SUPERINTENDENCIA FINANCIERA
DE COLOMBIA

VIGILADO

Economics Colombia
March 13, 2026

Research Team Colombia
Jackeline Pirajan

Head of Research
jackeline.pirajan@davibank.com

Paula Andrea Patino
Intern
paula.patino@davibank.com

Chart 1. Change in the Net Debt to GDP
2024 vs 2025.
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debt and early redemption of global
bonds.

Colombia: Financing Plan 2026. Fiscal deficit set to
decline, but based on strong assumptions; financing plan
unchanged vs the information disclosed earlier in
February

On March 11, the Ministry of Finance (MoF) released the Financing
Plan 2026 (FP-2026). The FP typically discloses the fiscal outcome for
the previous vyear, fiscal balance projections (above-the-line
calculations) for the current vyear, and the financing plan
(below-the-line projections) for the current year. This publication
usually takes place between December and February; however, this
year it was released later than usual and without the traditional official
press conference.

Before the release of the Financing Plan 2026, the Government had
published the fiscal results for 2025, confirming a fiscal deficit of
6.4% of GDP, composed of lower-than-expected interest payments
but a wider primary fiscal deficit of 3.5% of GDP. The net
debt-to-GDP ratio stood at 58.5%, falling by 0.5 percentage points
compared to 2024. The better-than-expected headline deficit reflects
efficiencies from liability-management operations that reduced
interest payments, while the wider primary balance reflects higher
pressure from the payment of outstanding 2024 accounts (the
budgetary lag—rezago presupuestal).

The main novelty of the financing plan is the set of projections for
2026. The government expects the fiscal deficit to decline to 5.1% of
GDP, reflecting a primary balance of —2.1% of GDP and interest
payments of 3% of GDP. The figures in the published tables suggest
that the government is targeting ambitious—and likely challenging—
projections, particularly on the expenditure front, which is expected to
increase slightly below 1% vy/y in nominal terms. This occurs in a
context of rising inflation and increased fiscal pressures associated with
the minimum-wage hike.

Regarding financing, the Uses and Sources chart remains unchanged
from the version presented at the Asobancaria event in early
February. The plan continues to show domestic-currency sources of
COP 85.3 trillion, of which COP 60 trillion come from auctions, and
foreign-currency sources of USD 9.8 billion (including USD 4.9 billion
in bond issuances). However, developments during February suggest a
divergence from the published plan, reducing the informational value
of this week’s FP-2026 release.

The next relevant milestone is the publication of the Medium-Term
Fiscal Framework 2026, which must be released no later than
mid-June. In the meantime, recent months have shown— and likely
will continue to show—that a key government focus is managing
liquidity risk to meet regular fiscal commitments and to unwind the
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Chart 2. Fiscal Deficit — Central
Government (% of GDP).
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Chart 3. Primary Fiscal Balance — Central
Government (% of GDP).
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TRS before July 2026. Episodes such as those seen in December and
February highlight that COLTES rates have become more sensitive
during periods when MoF operations signal urgency to raise funding.
On the other side, as the structural fiscal risk remains and the
context of high rates favors continue taking refinancing risk in the
issuance strategy, the COLTES curve is expected to continue
penalizing the belly of the curve, which favors continuing seeing an
inverted yield curve for a while.

Financing Plan 2026 — Takeaways
Fiscal Results 2025:

«  The fiscal deficit of 6.4% of GDP was below the estimate of
the Medium-Term Fiscal Framework (MTFF). However,
compared with historical levels, it remains high, in a context
in which financing plans have repeatedly overestimated
revenue dynamics and underestimated spending. Fiscal
revenue stood at 16.3% of GDP, above the 10-year
pre-pandemic average of 15.7% of GDP, and grew 7.6% versus
2024. Expenditures represented 22.1% of GDP, above the
pre-pandemic average of 18.4% of GDP, and increased 6.14%
versus 2024.

« In 2025, fiscal revenue fell 0.55% of GDP below MTFF-2025
expectations, even after considering the government’s
increase in the income-tax withholding rate. On the
expenditure side, the reduction versus the MTFF-2025
projection stemmed from Liability Management Operations
(LMOs), while primary spending increased by 0.7 percentage
points of GDP due to the payment of budgetary reserves (2024
payable accounts). These payables were 2.6 times higher than
the payments made in 2024 and represented 55.6% of total
fiscal investment spending during the year. Looking ahead to
2026, the stock of budgetary reserves is slightly below what
was registered in 2025 (96.2% of the 2025 level). As a tailwind,
FEPC payments decreased by 0.8% of GDP in 2025; however,
we do not expect this to repeat in 2026, as the government is
reducing gasoline price subsidies.

All in all, the fiscal deficit reached 6.4% of GDP in 2025, below the
MTFF-2025 projection of 7.1% of GDP. However, the composition
changed, showing a higher-than-expected primary deficit of 3.5% of
GDP, compared with the 2.4% projected in June. The increase in the
primary deficit offset the impact of the LMOs, which reduced the
interest burden by 1.5 percentage points of GDP from the initial
estimate of 4.7% of GDP.

« Gross debt increased from 61.3% of GDP in 2024 to 64.4% of
GDP in 2025 due to the structuring of the TRS in September,
which required the issuance of COLTES and TCOs equivalent
to 1.8% of GDP. Net debt stood at 58.5% of GDP, below the
59% observed in 2024. It is worth noting that the COP
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appreciation was the main determinant in the reduction of the
debt burden, contributing 2.9 ppts of GDP to the declinein the
debt-to-GDP ratio, while Liability Management Operations
contributed 1.4 ppts. These two major effects were offset by
the increase in the primary deficit (chart 1).

Fiscal projections for 2026
+  Macroeconomic assumptions.

The MoF projects that economic activity will maintain an expansion
pace of 2.6% in 2026, while in terms of inflation, the forecast of 5.8%
appears low compared with the most recent expectations surveys,
which anticipate inflation rising to around 6.5%. However, even the
MoF’s inflation projection could already be incorporating the impact of
higher labor costs on consumer prices.

Brent prices are projected to average USD 59.2/b, a scenario that—
given the current international environment—could face significant
changes. However, in terms of fiscal impact, the effect will largely
depend on the government’s decisions regarding the ongoing
adjustment of gasoline prices and whether it chooses to reopen a
deficit in the fuel stabilization fund.

Table 1: Macroeconomic Scenario
Macroeconomic Forecast for 2026

Variable

Real GDP (growth %) 2.6 2.6
Nominal GDP (growth %) 8.2 7.8
Inflation eop (%) 5.1 5.8
Exchange rate avg. (USDCOP) 4053 3801
Brent awrg.(USD per barrel) 68.2 59.2
Current account balance (%GDP) 2.4 -2.9
Imports , USD ( growth %) 10.1 6.5
Sources: Financial Plan 2026, DAV lbank Economics.

«  Fiscal Plan for 2026

The fiscal deficit is projected to decline to 5.1% of GDP, reflecting a
primary balance of —2.1% of GDP (chart 2 and 3) and interest payments
of 3% of GDP. These projections suggest that the government is
targeting ambitious—and likely challenging—conditions, particularly
on the expenditure front.
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Table 2: Fiscal projections 2026 vs 2024 and 2025

Fiscal scenario - Projection 2026 vs 2024 and 2025
2024 2025 2026 (Projection) Change 2026 vs 2025

COPtn  %of GDP COP tn % of GDP COPtn  %of GDP pec’:::;’:e Points of GDP

Fiscal Income
Fiscal Expenditures
Interest
Primary spending

Primary balance
Total

Sources: Financial Plan 2026, DAV Ibank Economics.

« On the income side, tax collection is expected to increase
6.5% yly, slightly below the projected nominal GDP growth of
7.8%. This could be considered reasonable; however, as a share
of GDP, revenues are expected to represent 16.1% of GDP, as
the government anticipates lower financial income from
Ecopetrol and Grupo Bicentenario, which will be partially
offset by the BanRep earnings distribution. Regarding tax
revenues, these are expected to decline due to COP
appreciation and its impact on taxes related to international
trade.

« The most challenging aspect lies on the expenditure side, as
the government is projecting less than 1% nominal growth
versus 2025, despite the ~23% increase in the minimum wage,
which affects its most significant spending categories. Total
spending is expected to decline by 1.5 ppts of GDP, reaching
21.2% of GDP. This reflects an adjustment to the spending
target following the rejection of the 2025 Financing Law, as
well as lower payments of budgetary reserves (a reduction of
0.4% of GDP). Interest payments are projected to increase to
3% of GDP. The main challenges in this area remain the level
of interest rates on public debt and the Ministry of Finance’s
ability to continue generating efficiencies through Liability
Management Operations (LMOs).

« Financing planning for 2026 again appears challenging. In
fact, CARF projects that, without any extraordinary fiscal
measures, the primary deficit could be 1.6 ppts higher
(approximately COP 31 tn / ~3.6% of GDP), implying a
potential increase versus 2025. Even under this scenario, CARF
notes additional risks—for example, a possible deterioration if
the pension reform is implemented.

«  What about the fiscal rule escape clause? The path to
gradually return to fiscal-rule compliance by 2028 is even more
challenging. Recall that the official primary-deficit targets for
2027 and 2028 are —0.3% of GDP and 0.8% of GDP,
respectively, which would require a significant adjustment
from the current deficit levels—an outcome that appears
unlikely. In fact, CARF’s calculations indicate that even with
full adherence to the return path, the debt-to-GDP ratio is
expected to rise to 61.9% of GDP.
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Financing Plan 2026 — Uses and Sources Chart

Regarding the Uses and Sources chart, there were no changes
compared to what had already been presented at the Asobancaria
event (early February, Table 3). The plan continues to show
domestic-currency sources of COP 85.3 tn, of which COP 60 tn come
from auctions, and foreign-currency sources of USD 9.8 bn (including
USD 4.9 bn in bond issuances). However, developments in February
suggest divergence from the plan. In fact, during his February
presentation, the Public Credit Director noted that, beyond what
appears in the Uses and Sources chart, the nation will continue to be
active in liability-management operations, which could temporarily
move Colombia away from the net-issuance targets shown in the
chart.

It is worth noting that in 2026 there is significant emphasis on
managing liquidity risk. In our view, this explains the market reaction
in COLTES during the last quarter of 2025 and February 2024, as in both
periods the supply of debt increased substantially, likely attributable
to MoF operations aimed at securing funding for ongoing fiscal
pressures and potentially to unwind the TRS.

From the issuance perspective, it isimportant to remember thatin a
macroeconomic environment where inflationary risks favor higher
monetary-policy rates, the potential issuance strategy is likely to
continue tilting toward assuming refinancing risk. Therefore, we
expect the MoF to continueincreasing supply in the short end and belly
of the curve more than in the long end. This dynamic helps explain why
the fiscal-risk premium is being priced through a more pronounced
belly and an inverted structure between the belly and the long end.

Table 3: Uses and Sources 2026

Uses and Sources 2026
2026 2026
(Financing Uses (Financing

Sources

(COP tn) Plan (COP tn) Plan

Projection) Projection)
155,0 155,0

Disbursements 134,2 128,4 Fiscal Deficit 117,8 102,2
Foreign Sources  (USD 10.71 bn) 43,0 (USD 9.8 bn) 43,2 Primary Deficit 413
Bonds (USD7.84bn) 31,8 (USD 4.90bn 21,6 Local interests 37,7 499
Multilaterals (UsD2.8bn) 11,2 (USD 2.9 bn) 12,8 External intereUSD 3.59 bn) 14,3  (USD2.80 bn) 10,9
(USD 2 bn) 88
Local Sources 91,2 85,3 Amortizations 48,7 15,3
COLTES Auctions 64,0 60,0 External (USD9.49bn) 37,6 (USD 2.79 bn) 10,8
Direct Placements 27,2 9,0 Local 11,1 45
Green Bond 0,0 2,0
Payment of
obligations with 0,9 1,5
Public Entities operations 8,00 debt service
Pensional Bonds 45
Liabbility
Management
Operations (USD 4.66bn) 18,2
(Prepayments
Payments with COLTES 18 Globals)
Treasury operations 54,0 8,0
Payment of
TCOs 1,0 obligations 0,04 1,8
with TES
Managed Funds 4,0
Others UsSD 781 M 3,0
Accrual Adjustments -10,3 8,7
Initial availability 16,1 27,3 Final availability 26,6 17,6
CoP 20,5
Foreign currenc' (USD 1.95bn) 8,3

Source: Financing Plan 2026, DAVIbank Economics.
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Upcoming Fiscal Milestones

As managing liquidity risk is a key component of the
financing strategy, markets should remain attentive to
potential scenarios that could trigger liquidity stress. In
Colombia, a strong tax-payment season begins in April, and
during this period the impact on markets could be contained.
However, as we approach July 31, when we expect the TRS to
be fully unwound, there could be operations aimed at
securing the cash needed to continue reducing the size of this
structure.
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Forecast 2019
National Accounts
Real GDP growth (yearly %) 3,2
Domestic demand (y/y. %) 4,0
Consumption (y/y. %) 43
Private (y/y. %) 4,0
Goverment (y/y. %) 55
Gross capital formation (y/y. %) 2,5
Exports (y/y. %) 3,3
Imports (y/y. %) 7,7
Laboral Market
Unemployment (%. Average) 10,9

Balance of Payments

Trade Balance (USD$. B) =141
Exports (USD$. B) 51,3
Imports (USD$. B) 65,5

Current account (USD$ Balance. B) -15

Current account (% of GDP) -4,6

Exchange terms (y/y. %) 4,04

Prices. Rates & Exchange Rates

CPI (y/y. %. End period) 3,80

CPI (y/y. %. Average) 3,52

CPI without food (y/y. %. End period) 3,45

COP ($. End period) 3297

COP ($. Average) 3281

BanRep’s rate (%. End period) 4,25

Tax Codes*

Net Debt of CNG (% of GDP) 48,4

Primary Balance of CNG (% del PIB) 0,4

Deficit of CNG (% of GDP) -2,5

2020

-7,2
75
43
-5,0
-0,9
211
22,3
-19,8

16,7

13,1
38,2
51,3

3,4
-12,62

1,61
2,53
1,03
3422
3694
1,75

60,7
-5,0
-7,8

2021

1

13,8
14,7

15,3
10,3
13,4
157
28,5

13,8

-20,0
50,9
70,9
-18
-5,6
20,74

5,62
3,49
3,44
4077
3766
3,00

60,1
-3,6
=71

7,6
10,5
9,5
1,1
2,2
16,6
13,6
25,0

1,2

-16,6
73,1
89,6
21,3
-6,2
5,94

1312
10,15
9,99
4850
4254
2

57,6
-1,0
-5,3

0,9
-2,3
0,7
0,6
1,1
-16,3
31
-9,8

10,2

-8,2
67,8

76,0

97

2,7

-8.22

9,28
n,77
10,33
3902
4322
13,0

53,4
-0,3
-4,3

plopZ

1,5
1,6
1,4
1,6
0,0
3,4
0,3
13

10,2

-9,77
68,87
78,63
-7,412
-1,8
8.56

5,20
6.63
5.60
4405
4153
9,50

59,3
2,4
-6,8

2025pr

2,6
39
42
3,4
7,4
7.8
0,6
8,8

8,9

-14.87
71,08
85,95
-10,88
2,4
1.46

510
514
511
3780
4050
9,25

58,5
3,5
-6,4

2026pr

2,7
3,4
3,5
3,5
3,6
2,8
0,5
3,4

9,8

-19.27
73,6
92,44

-10,88
2,4

6,34
5,79

7,06

3918
3924
12,00

58,5
271
-5,1

*Source: Financing Plan 2026.

Source: DAVIbank Economics Colombia.
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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 orimplied 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.



