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A decline in core inflation offset the acceleration in food inflation
In November, monthly inflation was 0.27%, with an annual rate of 5.20%, consistent with our expectations and
closely aligned with market analysts’ projections, which, according to the Central Bank of Colombia's survey,
anticipated a monthly variation of 0.21%. This result places inflation 21 basis points (bps) below the previous
month's figure.

▰ As expected, annual food inflation accelerated from 1.75% in October to 2.34% in November, an
increase of 59 bps. This rise is primarily attributed to base effects, as November 2023 reported a negative
monthly inflation for food. The main upward pressure came from the perishables basket, which increased by
approximately 300 bps, shifting from negative annual inflation the previous month (-0.40%) to 2.57% in
November. This sharp increase in perishables was moderated by an 82 bps decline in processed goods,
bringing this basket's annual variation to 2.71%, again reflecting base effects. Additionally, the meat basket saw
a moderate increase of 30 bps, reaching 1.28% in annual variation.

▰ Annual core inflation (excluding food) more than offset the rise in food inflation, registering a sharper
decline than in previous months, settling at 5.88%. The three baskets within this aggregation exhibited
different trends: administered prices items declined, services remained at levels similar to the previous month,
and goods exerted upward pressure.

▰ The annual inflation for the administered prices basket accelerated its decline in November, primarily
due to base effects. The downward adjustment was 190 bps, bringing the annual variation to 7.59%. This
decrease is explained by fuel price hikes and electricity tariff increases implemented in November 2023, which
were not applied this year, resulting in a high comparison effect. Additionally, monthly energy inflation
registered a low figure this month, likely reflecting prior tariff adjustments in the northern coast.

▰ The services basket continued to show persistence, with annual inflation at 7.28%, just 6 bps below
October's figure. Upward pressures in this basket mainly came from the tourist package subcategory, which
reached a historic monthly variation for November amid consumer preparations for the holiday season.
Additionally, rents, while lower than last year's levels, remain above pre-pandemic historical highs. Cinemas
and theaters also contributed upward pressure, posting the highest monthly variation in the last 16 years
following price adjustments after two months of declines due discounts. Restaurant dining experienced
pressures likely tied to year-end dynamics, slightly exceeding pre-pandemic historical averages (2009-2019),
suggesting lingering resilience in service demand.

▰ The annual inflation for the goods basket rose for the first time since June 2023, recording an annual
variation of 0.62%. This marks a 20 bps increase from October's figure (0.42%), driven by pressures in
subcategories with a higher imported component, such as beer, pharmaceuticals, and cleaning and
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maintenance products. Additionally, base effects from the vehicles subcategory played a role, as it recorded its
first positive monthly variation in 17 months.

In foresight:
▰ Food inflation will continue to rise in the last month of the year, ending near 3.2%, a moderate level. As

in November, year-end increases in food inflation will primarily be associated with low comparison levels in
2023. However, potential impacts from climatic factors on year-end prices cannot be ruled out.

▰ Service inflation will continue to decline in 2024 but at a slow pace. Rents will close the year as the main
source of pressure within the services basket, largely explaining the persistence observed in this category
throughout the year and establishing a high starting point for this subcategory in 2025. Additionally, year-end
seasonality will sustain pressures through subcategories like dining out, despite the moderation in service
demand. Consequently, service inflation will decrease gradually, reflecting some persistence.

▰ Administered prices inflation will moderate its decline toward year-end but will remain on a downward
trajectory. For December, base effects in electricity inflation are expected, along with low levels in other
subcategories linked to public utilities.

▰ Overall, BBVA Research expects inflation to continue its downward trend in the last month of the year,
closing near 5.1% in 2024. Food inflation is expected to experience a further increase in the final month of the
year, ending around 3.2%. Meanwhile, core inflation will continue to decline, supported by base effects and
weaker demand for services.

Figure 1. HEADLINE, NON-FOOD AND FOOD INFLATION (ANNUAL CHANGE, %)

Source: BBVA Research with data from DANE
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Figure 2. FOOD INFLATION MAIN SUB-BASKETS
(ANNUAL CHANGE, %)

Figure 3. NON-FOOD INFLATION MAIN BASKETS
(ANNUAL CHANGE, %)

Source: BBVA Research with data from DANE Source: BBVA Research with data from DANE
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DISCLAIMER
This document, prepared by the BBVA Research Department, is informative in nature and contains data, opinions or estimates
as at the date of its publication. These arise from the department's own research or are based on sources believed to be reliable
and have not been independently verified by BBVA. BBVA therefore offers no express or implicit guarantee regarding its
accuracy, completeness or correctness.

Any estimates contained in this document have been made in accordance with generally accepted methods and are to be taken
as such, i.e. as forecasts or projections. Past trends for economic variables, whether positive or negative, are no guarantee of
future trends.

This document and its contents are subject to change without prior notice, depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating this content or for giving notice of such changes.

BBVA accepts no liability for any direct or indirect loss that may result from the use of this document or its contents.

Neither this document nor its contents constitute an offer, invitation or request to acquire, disinvest or obtain any interest in
assets or financial instruments, nor can they form the basis for any kind of contract, undertaking or decision.

The content of this communication or message does not constitute a professional recommendation to make investments under
the terms of Article 2.40.1.1.2 of Decree 2555 of 2010 or the regulations that modify, replace or supplement it.

With particular regard to investment in financial assets that could be related to the economic variables referred to in this
document, readers should note that under no circumstances should investment decisions be made based on the contents of this
document; and that any persons or entities who may potentially offer them investment products are legally obliged to provide all
the information they need to make such decisions.

The contents of this document are protected by intellectual property laws. The reproduction, processing, distribution, public
dissemination, making available, excerpting, reuse, forwarding or use of the document in any way and by any means or process
is expressly prohibited, except where legally permitted or expressly authorized by BBVA on its website www.bbvaresearch.com.
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