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Colombia

Fall in oil prices weighs on growth
General Information
GDP

USD377.74bn (World ranking 31, World Bank 2014)

Population

48.93mn (World ranking 28, World Bank 2014)

Form of state

Republic

Head of government

Juan Manuel SANTOS

Next elections

2018, presidential

Strengths

Weaknesses

 Natural resource base (agricultural, energy and
minerals)
 Strong medium-term growth
 Pro-business, sound macro-policy framework
 Fiscal sustainability principle included in the
Constitution
 Support from international financial institutions very
likely if needed
Reactive, prudent and independent monetary
authorities

 Sensitive to commodity price fluctuations and U.S.
business cycle
 Difficult security situation with long running domestic
insurgency and drug trafficking
 Skewed income distribution
 Rule of law and control of corruption remain areas of
concern
 High informality in the job market
 Old-age poverty
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Crude Oil

49%
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12%
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Economic Overview
Negative oil shock

Key economic forecasts

Real GDP grew by +4.6% in 2014, among the
highest in Latin America. Output has however
shown signs of weakness since Q4 2014 due to the
severe oil price shock. Petroleum products account
for over 55% of total exports and 10% of fiscal
revenues. Euler Hermes expects growth to slow to
+3.0% in 2015 and +3.3% in 2016, far below the
2010-2014 average of +4.8% due to a subdued
outlook for investment and some fiscal tightening
following the collapse in oil prices.
Oil prices, FX volatility and the upcoming Fed’s hike
will be key to monitor, but Colombia has built
enough buffers to cope with these shocks and is
well positioned to avoid liquidity and financing
shortages. The level of FX reserves is comfortable
(around 7 months of imports) and Colombia benefits
from a Flexible Credit Line from the IMF. While the
oil price shock led to a sharp depreciation of the
peso –40% y/y against the USD), the current
account deficit is expected to widen, owing to lower
oil revenues, still dynamic import demand and the
elevated repatriation of profits by foreign-owned
companies. This gap will however continue to be
almost entirely covered by FDI inflows, while
external debt remains low and fiscal accounts
manageable.
Fiscal deficits and public debt are low and at
sustainable levels thanks to the fiscal rule, which
also protects key expenditure programs from
cyclical oil and output fluctuation. Among these, the
Fourth Generation Private-Public Partnerships
(PPPs) infrastructure program for road concessions
aims to improve competitiveness and boost growth.

2013

2014

2015

2016

GDP growth (% change)

4.9

4.6

3.0

3.3

Inflation (%, yearly average)

2.0

2.9

4.5

4.0

Fiscal balance* (% of GDP)

-0.9

-1.4

-3.2

-2.6

Public debt* (% of GDP)

35.8

38.0

40.9

40.4

Current account (% of GDP)

-3.3

-5.2

-6.2

-5.1

External debt (% of GDP)

24.2

20.9

23.5

25.0

*Includes Local Government; Non-financial Public Corporations; Social Security Funds;
State Governments

Sources: National sources, IMF-WEO, IHS, Euler Hermes
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Strong macroeconomic fundamentals

Sources: National sources, IMF-WEO, IHS, Euler Hermes

Colombia has strengthened its macroeconomic
fundamentals since the early 2000s thanks to sound
macroeconomic policy reforms. The adoption of (i) a
credible inflation targeting regime, (ii) a freely
floating exchange rate, (iii) a structural fiscal rule
and (iv) a solid financial regulation – underpinned
growth and reduced macroeconomic volatility.
Colombia has steadily improved its position in the
World Bank’s Ease of Doing Business Survey in
recent years, and is now the best ranked among
Latin American economies. It performs particularly
well in getting credit, protecting investors and
resolving insolvency, but important shortcomings
remain on paying taxes, enforcing contracts and
getting electricity. Security has improved considerably
but rule of law and control of corruption remain
areas of concern. There is also room for deepening
in financial markets by increasing the efficiency and
competition in the banking system.

COP/USD
3500
3300
3100
2900
2700
2500
2300
2100
1900
1700
2013

2014

2015

Sources: IHS, Euler Hermes

DISCLAIMER
These assessments are, as always, subject to the disclaimer provided below.
This material is published by Euler Hermes SA, a Company of Allianz, for information purposes only and should not be regarded
as providing any specific advice. Recipients should make their own independent evaluation of this information and no action
should be taken, solely relying on it. This material should not be reproduced or disclosed without our consent. It is not intended
for distribution in any jurisdiction in which this would be prohibited. Whilst this information is believed to be reliable, it has not
been independently verified by Euler Hermes and Euler Hermes makes no representation or warranty (express or implied) of
any kind, as regards the accuracy or completeness of this information, nor does it accept any responsibility or liability for any
loss or damage arising in any way from any use made of or reliance placed on, this information. Unless otherwise stated, any
views, forecasts, or estimates are solely those of the Euler Hermes Economics Department, as of this date and are subject to
change without notice. Euler Hermes SA is authorised and regulated by the Financial Markets Authority of France.
© Copyright 2015 Euler Hermes. All rights reserved.

View all Euler Hermes Economic
Research online
http://www.eulerhermes.com

Contact Euler Hermes
Economic Research Team
research@eulerhermes.com

Last review: 2015-09-10
Country Risk Analyst:
Daniela Ordóñez
daniela.ordonez@eulerhermes.com

2

