COLOMBIA

GDP growth is estimated at 2.4 percent in 2025, up
from 1.6 percent in 2024, driven by private consumption.
Disinflation and stable external deficits support activity,
but fiscal deterioration and suspended fiscal rule have
raised sustainability concerns, constraining growth
prospects. Poverty fell to 37 percent in 2024, on labor
gains, and should decline further. Risks include fiscal
slippage, inflation persistence, and global uncertainty.

Key conditions and challenges

Colombia's track record for macroeconomic stability rests on its
stable institutions and a framework anchored in inflation targeting,
exchange rate flexibility, and fiscal rules. Over two decades, these
have delivered stable growth and notable poverty reduction, but
stagnant productivity has constrained convergence with high-in-
come economies and progress on inequality.

Beyond macroeconomic stability, limited global integration con-
strains diversification beyond commodities, while a complex tax
system and low competition deter investment and innovation.
Rigid public spending hampers infrastructure and service delivery
and also contributed to recent fiscal deterioration and the suspen-
sion of the fiscal rule.

Wide regional disparities persist: Bogotd's income is nearly six
times Chocd’s, and in some municipalities up to 90 percent
of 10-year-olds cannot read and understand a simple text.
Raising productivity requires better infrastructure, public ser-
vices, a fairer tax system, more efficient spending, and a more
open business climate. More inclusive growth further requires
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more effective fiscal transfers, modernized social security, and
stronger labor markets.

Recent developments

Having grown by 1.6 percent in 2024, GDP growth picked up to 2.4
percent in 2025H1, driven by robust private consumption support-
ed by higher government spending, recoveries in services, and con-
tinued growth in agriculture. Mining, manufacturing, and construc-
tion remained weak, reflecting and contributing to lower exports
and investment.

Inflation eased from 6.6 percent in 2024 to 4.8 percent by June
2025, still above the 2-4 percent target, as core inflation per-
sisted, partly due to indexation. The central bank cut its policy
rate by 25 bps to 9.25 percent, balancing disinflation against fis-
cal and external uncertainty and tighter global conditions. These
factors contributed to a 2.9 percent peso depreciation in the
year to June.

Fiscal accounts deteriorated further in 2025. The central govern-
ment deficit reached a record 3.8 percent of GDP in June, with tax
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FIGURE 2 / Actual and projected poverty rates and real GDP per
capita
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revenues 0.2 percent of GDP lower than last year and spending 0.4
percent higher. This prompted a temporary suspension of the fis-
cal rule for 2025-2027, triggering sovereign downgrades by credit
rating agencies. Colombia’s Emerging Markets Bond Index Global
(EMBIG) spreads rose from 310 bps in 2024 to 347 in June, above
regional and rating peers.

The current account deficit widened from 1.7 percent of GDP in
2024 to 2.1 percent as of June, as strong private consumption
boosted imports and weaker oil and mining exports reduced re-
ceipts. Remittances eased from their 2024 peak but remained high
at $1.1 billion, while foreign direct investment (FDI) declined to $0.8
billion in 2025H1. International reserves stayed healthy at $65 bil-
lion, covering nine months of imports.

The poverty rate is estimated to have declined to 37 percent in
2024 ($8.30/day, 2021 PPP), driven by labor market gains but partly
offset by reduced incomes from social transfers to the poorest. Ur-
ban poverty declined more than rural, while rural extreme poverty
stagnated and regional disparities persisted. High income inequal-
ity remained unchanged. Labor markets improved, with 798,000
jobs created y-o-y between March and May 2025, though about 75
percent were in self-employment, and gender employment gaps
widened slightly.

Outlook

GDP growth is projected at 2.4 percent in 2025, reaching its 2.9 per-
cent potential by 2027, supported by private consumption, stable
exports, and rising private investment. Commerce and manufac-
turing should stabilize. Inflation is expected within target by 2026,
allowing gradual policy rate cuts.

The general government 2025 fiscal deficit is projected at 6.5 per-
cent of GDP, above the suspended fiscal rule target, but expected
to narrow gradually to allow the rule’s reinstatement in 2028.
Achieving fiscal targets will require structural reforms under a
broad-based fiscal pact to raise tax revenues, reduce budget rigidi-
ties, reallocate earmarked spending and improve expenditure effi-
ciency. Cash management will be key to preserve liquidity. Public
debt-to-GDP is expected to reach 67.0 percent in 2025, up from
64.3 percent in 2024, stabilizing in 2027. The current account deficit
is expected to widen to 2.5 percent in 2025 as domestic demand
strengthens, stabilizing at 2.7 percent by 2027. FDI (3.3 percent of
GDP) should remain the main external financing source.

The poverty rate is projected to decline slightly, to 36.2 percent in
2025 ($8.30/day, 2021 PPP). However, reduced social transfers un-
der fiscal consolidation, and climate shocks—particularly in Caribe
and Pacifico—could affect vulnerable households. Raising job pro-
ductivity and promoting a robust social protection system—by ex-
panding coverage and adaptiveness—would enhance resilience.

Downsiderisks are significant, centered onfiscal consolidation, espe-
ciallyahead of Colombia's 2026 presidential and legislative elections.
Larger deficits or delays in fiscal consolidation could raise borrowing
costs and slow monetary easing. Persistent inflation and policy un-
certainty may suppress private investment and job creation. Exter-
nal risks include adverse terms-of-trade shocks, global tariff uncer-
tainty, and tighter global financial conditions. Climate change poses
medium-term threats to economic and fiscal stability, while ongo-
ing regional armed violence may exacerbate territorial disparities.

Preserving macroeconomic stability requires a return to fiscal dis-
cipline, well-calibrated monetary policy, and structural reforms to
strengthen resilience.

Recent history and projections 2022 2023 2024 2025e 2026f 2027f
Real GDP growth, at constant market prices 7.3 0.7 1.6 2.4 2.7 2.9
Private consumption 10.8 0.4 1.6 2.9 2.8 2.7
Government consumption 0.8 1.6 0.7 3.0 0.1 -1.4
Gross fixed capital investment 11.5 -12.7 3.2 1.8 4.4 6.4
Exports, goods and services 12.5 3.1 2.5 2.4 4.4 5.5
Imports, goods and services 24.0 -9.9 4.4 3.2 3.4 3.5
Real GDP growth, at constant factor prices 6.6 1.2 1.6 2.4 2.7 2.9
Agriculture -0.9 1.7 8.0 3.5 3.2 3.1
Industry 6.2 -1.3 -1.3 -0.4 2.4 3.1
Services 7.5 2.1 2.0 3.4 2.7 2.8
Employment rate (% of working-age population, 15 years+) 56.5 57.6 57.5 58.1 58.0 57.9
Inflation (consumer price index) 10.2 11.7 6.6 5.0 3.4 3.0
Current account balance (% of GDP) -6.0 -2.3 -1.7 -2.5 -2.8 -2.7
Fiscal balance (% of GDP) -6.3 -2.7 -5.8 -6.5 -4.5 -3.1
Revenues (% of GDP) 26.7 31.0 27.7 27.7 28.8 28.8
Debt (% of GDP) 64.6 59.9 64.3 67.0 68.2 68.1
Primary balance (% of GDP) -1.9 1.4 -1.3 -1.6 0.4 1.5
International poverty rate ($3.00 in 2021 PPP)"/2 9.3 . 8.5 8.3 8.1 8.0
Lower middle-income poverty rate ($4.20 in 2021 PPP)%> 15.8 . 14.7 14.2 13.9 13.9
Upper middle-income poverty rate ($8.30 in 2021 PPP)'2 40.2 - 37.0 36.2 35.7 35.6
GHG emissions growth (mtCO2e) -1.1 -1.1 -1.4 -0.4 0.6 0.9

Source: World Bank, Poverty and Economic Policy Global Departments. Emissions data sourced from CAIT and OECD.

Notes: e = estimate, f = forecast. Data in annual percent change unless indicated otherwise.

1/ Calculations based on SEDLAC harmonization, using 2024-GEIH. Forecasts are from 2025 to 2027. The 2023 microdata was recently revised by the statistics office and will be updated

for the next round of global data revisions.
2/ Projections using microsimulation methodology.
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