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Colombia Turns Right: A Narrow
Mandate for a Divided Country

August 2026

Colombia has concluded its 2026 electoral cycle with a historic result: right-wing outsider Abelardo de la Espriella
defeated Ivan Cepeda, the candidate backed by outgoing president Gustavo Petro, marking yet another country in
Latin America shifting to the right. The win is constructive for the Colombian equity market, as a more market-
friendly, less interventionist administration aligns with the positive market re-ratings seen recently in Chile and
Argentina.

That said, the win was by a narrow margin: with de la Espriella securing 49.66% of the vote against Cepeda’s 48.70% -
a margin of less than one percentage point. In congress, no single party holds a controlling bloc, meaning the new
administration will need to build coalitions and negotiate policies on a case-by-case basis to govern effectively. As a
result, policy execution, rather than the electoral outcome itself, is likely to be the key variable for markets going
forward.

Why it happened: security, fatigue and polarisation

Petro's presidency, the country's first under a left-wing president, struggled to translate early popularity into durable
support: Latam Pulse tracked his approval falling from 47.1% in January 2024 to as low as 25.9-27.0% through much
of 2025, while disapproval rose from 36.5% over the same period to a peak of 58.5% in February 2025}
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His government was confrontational in style, saw repeated cabinet upheaval, witnessed corruption
scandals involving his inner circle, and adopted a signature "Total Peace" strategy that critics say
allowed dissident Revolutionary Armed Forces of Colombia (FARC) factions, the National Liberation
Army (ELN) and criminal groups to expand territorial control.?

Popularity decline tracks closely with what voters cited as Colombia's most pressing problems: a
separate Latam Pulse poll found 70.6% of respondents named corruption, 45.0% the state of the
healthcare system, and 42.0% insecurity, crime and narco-trafﬁcking.1 This dynamic produced an anti-
Petro sentiment and a referendum on Petro's government.

Main Problems
What are the most important problems for Colombia today?
Corruption |, 70.5%
State of the healthcare systern [ NN :: .-
Insecurity, ciime and drug trafficking [ <.
Externalthreats [wars and terrarism) _ 221%
Weakening of democracy _ 17,2%
Paoverty, unemployment and lack of opportunities [ 10.7%
Economic situation and inflation [ 2%
Fiscal balance and management of public finances - 8.%
Political extremism [ &.0%

Envirenmental degradation and global warming [l 5.3%

Changing traditional values - 5,0%

Roads, ports and airports - 4.9%
Racism, homophabia, xenophobia and antizemitism [ 3.0%
State of the education system . 2,7%
High taxes and business envirenment . 2.6%

ligration ' 1.3%

Source: Latam Pulse - Colombia

Macro backdrop: modest growth, sticky inflation, high rates and fiscal pressure

Colombia's economy has demonstrated resilience, with growth holding in the mid-2% range -
reaching 2.6% in 2025 and forecast to remain between 2.3-2.8% in 2026. Looking ahead, de la
Espriella's "Patria Milagro" platform targets a structural step-up toward 5-7% annually, anchored by
increased investment and a recovery in the energy sector.>’

The fiscal situation also deteriorated significantly under Petro, driven by a combination of
expansionary social spending and a series of above-inflation minimum wage hikes. The most
damaging was the 23% wage increase decreed for 2026, the largest real adjustment in two decades,
running 17.9 percentage points above the technical benchmark of inflation plus productivity. Roughly
60% of Colombia's consumer price basket is indexed directly or indirectly to the minimum wage and
the hike alone could add up to 242bps to 2026 inflation® The result: inflation expectations became
unanchored, headline CPI reached 6.14% y/y in June (up from 5.84% in May) and BanRep (Colombia’s
Central Bank) itself now projects convergence to the 3% inflation target only by 2028. Subsequently,
BanRep was forced to reverse its rate-cutting cycle, hiking rates by a cumulative 275bps in 2026,
reaching 12.00% by its June 30 meeting, in a bid to bring inflation back onto a downward trajectory.‘s’7
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The monetary tightening cycle is also being fueled by the direct fiscal stance that has remained
expansionary throughout the Petro years, leaving both the central bank and the incoming administration
with limited room to maneuver. The fiscal deficit closed 2025 at 6.4% of GDP, with net debt standing at
58.5%. De la Espriella's plan targets a deficit of 4.8% in year one and below 3.5% by 2030, funded by a COP
70tn adjustment (~3.1% of GDP) to improve state efficiency, anti-evasion enforcement, and asset sales. °

The energy sector is where Petro's policy legacy is most structurally damaging, and where de la Espriella's
proposed policy reversal carries the most direct upside. Oil and oil derivatives represented 30.3% of
Colombia's total exports in 2024, with Ecopetrol alone in 2024 contributing COP 42tn (USD 13bn) in taxes,
dividends and royalties to the state, making the sector a fiscal and external accounts pillar. Yet Petro
became the first leader of a major oil-producing nation to halt all new exploration contracts, block fracking
pilot projects, and raise taxes on the industry, driving a 42% collapse in exploration investment (from USD
1.29bn in 2022 to an estimated USD 740mn in 2025)>%°
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The gas situation is even more acute. Colombia relies on hydroelectric generation for roughly two thirds of
national electricity supply but uses gas as the critical thermal backup during dry seasons and El Nifio
episodes. With no new exploration licenses since 2022 and domestic gas output falling to 693 million cubic
feet per day in December 2025, down 23% year-on-year, Colombia lost energy self-sufficiency in

December 2024, with imports covering roughly 20% of national gas demand in the first half of 2025.""

Gas
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Petro's non-market-friendly stance extended beyond energy: the absence of new private infrastructure
concessions and the general regulatory deterioration left a pipeline of road, port and logistics projects
underfunded or stalled, compounding the investment shortfall visible in Q4 2025 GDP data (-9.3% in
investment).'5

Policy read: more market-friendly direction, less interventionist bias
De la Espriella's agenda therefore marks a significant shift in direction.

e On fiscal policy, there is a call for corporate tax simplification, elimination of distortionary surcharges,
and a COP 70tn (USD 13bn) state efficiency plan targeting bureaucracy cuts, subsidy rationalisation
and anti-evasion enforcement via a modernised Direccion de Impuestos y Aduanas Nacionales (DIAN).

e On regulation, the administration has committed to a reduction in the bureaucratic and licensing
burden on the private sector, including streamlined environmental permitting, faster community
consultation processes, and a review of regulatory requirements across key government agencies and
notarial and registry systems.

¢ On energy, the administration plans to resume oil and gas exploration, accelerate offshore gas
development, and evaluate fracking.

¢ On infrastructure, the platform targets the reactivation of road concessions, developing the Altillanura
logistics corridor, and strengthening public-private partnership mechanisms.

¢ Finally, potential closer alignment with Washington after four strained years under Petro could
potentially open the door to a renewed multilateral engagement.
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The latter point is already underway ahead of the August inauguration: in mid-July, a transition delegation
led by vice president-elect José Manuel Restrepo, with the finance and trade minister-designates, met the
World Bank Group (IFC and MIGA) and the IADB in Washington to begin framing a 2026-2030 cooperation
agenda. Restrepo also held a bilateral with US Secretary of State Marco Rubio that produced a first high-
level agreement on trade, investment, security and counter-narcotics, alongside bipartisan outreach in
Congress.

Also, Restrepo is expected to anchor economic credibility across all of the above, drawing comparisons to
the "super-minister" role Paulo Guedes played for Bolsonaro in Brazil.

Key constraint: narrow mandate, fragmented Congress and limited fiscal space

Despite the victory, the margin was thin, 49.66% to 48.70%, and over half of voters didn't back de la
Espriella. Combined with a Congress where no single bloc holds a majority, governability will run through
coalition-building rather than unilateral execution.

Legislative elections, held separately in March 2026, did not produce the same level of consolidation seen
in the presidential race: Petro's Pacto Histérico emerged as the largest single force in both chambers,
albeit short of a majority. The remaining seats were divided among the Uribista Democratic Centre, the
Liberal Party, the Conservative Party and the Party of the U, resulting in a fragmented, multiparty
congress. Although the presidential race has become increasingly polarised into a two-way fight, this has
not translated into a consolidated legislature, leaving the next administration’s ability to govern heavily
dependent on coalition-building and cross-party support.
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Still, the path is achievable. With the Liberal, Conservative and Party of the U benches representing
potential coalition partners, and the historical pattern of a president's first year providing the strongest
window to legislate, de la Espriella has a real shot at assembling a working majority to advance his core
agenda early on. Fiscal capacity is another key point to watch as any tax, energy or spending reform
competes with an already-stretched budget. As a result, the sequencing of reforms and coalition discipline
will matter as much as the policies themselves.

Market impact: positive bias for Colombian assets, but execution risk remains

Colombian assets have rallied strongly since President Petro's rejection rate started to increase. COLCAP
entered 2024 at 1,195 points, when his rejection rate was near its low at 37%. From there, the index
gained 82.2% through the first round of elections, when his rejection rate reached 52%. The rally
accelerated heading into the presidential runoff: COLCAP rose roughly 18% in the month before the vote
alone, as a government change looked increasingly likely. Over the same period, the peso strengthened to
multi-year highs and sovereign spreads compressed sharply, with investors positioning for a de la
Espriella win. *®

The result itself triggered a short-term pullback after the previous strong performance. Sovereign bonds
held up better, continuing to outperform regional peers.

De la Espriella is now considered to be constructive for Colombian risk assets, similar to what has been
witnessed in Chile, Peru and Argentina. With much of the election trade already priced and the margin
narrower than hoped, the next leg of re-rating depends on cabinet credibility and legislative execution.
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Green: First Round | Orange: Second Round Source: FactSet

Conclusion

UEM views de la Espriella's policy agenda constructively. A more market-friendly administration, a credible
economic anchor in Restrepo, and a clear pivot away from Petro's interventionist stance on energy,
regulation, and infrastructure represent a meaningful directional shift for Colombian assets. Colombian
markets have already delivered strong performance over the past twelve months, with much of the re-
rating now priced in. However, we believe the attractive asymmetry lies in mid- and small-cap equities,
which have lagged the broader rally after being largely bypassed by foreign inflows into major
international indexes.

Utilities and infrastructure companies stand out as direct beneficiaries as regulatory uncertainty eases
and stalled project pipelines restart. Ultimately, the key condition is delivery. If the new administration can
address Colombia's structural pressure points—specifically fiscal consolidation and investment recovery—
the re-rating story has further to run.

Eduardo Greca, CFA

Managing Director at ICM Latin America
August 2026
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	His government was confrontational in style, saw repeated cabinet upheaval, witnessed corruption scandals involving his inner circle, and adopted a signature "Total Peace" strategy that critics say allowed dissident Revolutionary Armed Forces of Colombia (FARC) factions, the National Liberation Army (ELN) and criminal groups to expand territorial control.
	Popularity decline tracks closely with what voters cited as Colombia's most pressing problems: a separate Latam Pulse poll found 70.6% of respondents named corruption, 45.0% the state of the healthcare system, and 42.0% insecurity, crime and narco-trafficking.   This dynamic produced an anti-Petro sentiment and a referendum on Petro’s government.
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	Macro backdrop: modest growth, sticky inflation, high rates and fiscal pressure Colombia’s economy has demonstrated resilience, with growth holding in the mid-2% range - reaching 2.6% in 2025 and forecast to remain between 2.3–2.8% in 2026. Looking ahead, de la Espriella's "Patria Milagro" platform targets a structural step-up toward 5–7% annually, anchored by increased investment and a recovery in the energy sector.
	The fiscal situation also deteriorated significantly under Petro, driven by a combination of expansionary social spending and a series of above-inflation minimum wage hikes. The most damaging was the 23% wage increase decreed for 2026, the largest real adjustment in two decades, running 17.9 percentage points above the technical benchmark of inflation plus productivity. Roughly 60% of Colombia's consumer price basket is indexed directly or indirectly to the minimum wage and the hike alone could add up to 242bps to 2026 inflation.  The result: inflation expectations became unanchored, headline CPI reached 6.14% y/y in June (up from 5.84% in May) and BanRep (Colombia’s Central Bank) itself now projects convergence to the 3% inflation target only by 2028. Subsequently, BanRep was forced to reverse its rate-cutting cycle, hiking rates by a cumulative 275bps in 2026, reaching 12.00% by its June 30 meeting, in a bid to bring inflation back onto a downward trajectory.
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	The monetary tightening cycle is also being fueled by the direct fiscal stance that has remained expansionary throughout the Petro years, leaving both the central bank and the incoming administration with limited room to maneuver. The fiscal deficit closed 2025 at 6.4% of GDP, with net debt standing at 58.5%. De la Espriella's plan targets a deficit of 4.8% in year one and below 3.5% by 2030, funded by a COP 70tn adjustment (~3.1% of GDP) to improve state efficiency, anti-evasion enforcement, and asset sales.
	The energy sector is where Petro's policy legacy is most structurally damaging, and where de la Espriella's proposed policy reversal carries the most direct upside. Oil and oil derivatives represented 30.3% of Colombia's total exports in 2024, with Ecopetrol alone in 2024 contributing COP 42tn (USD 13bn) in taxes, dividends and royalties to the state, making the sector a fiscal and external accounts pillar. Yet Petro became the first leader of a major oil-producing nation to halt all new exploration contracts, block fracking pilot projects, and raise taxes on the industry, driving a 42% collapse in exploration investment (from USD 1.29bn in 2022 to an estimated USD 740mn in 2025).
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	The gas situation is even more acute. Colombia relies on hydroelectric generation for roughly two thirds of national electricity supply but uses gas as the critical thermal backup during dry seasons and El Niño episodes. With no new exploration licenses since 2022 and domestic gas output falling to 693 million cubic feet per day in December 2025, down 23% year-on-year, Colombia lost energy self-sufficiency in December 2024, with imports covering roughly 20% of national gas demand in the first half of 2025.
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	Petro's non-market-friendly stance extended beyond energy: the absence of new private infrastructure concessions and the general regulatory deterioration left a pipeline of road, port and logistics projects underfunded or stalled, compounding the investment shortfall visible in Q4 2025 GDP data (-9.3% in investment).
	Policy read: more market-friendly direction, less interventionist bias De la Espriella's agenda therefore marks a significant shift in direction.
	On fiscal policy, there is a call for corporate tax simplification, elimination of distortionary surcharges, and a COP 70tn (USD 13bn) state efficiency plan targeting bureaucracy cuts, subsidy rationalisation and anti-evasion enforcement via a modernised Dirección de Impuestos y Aduanas Nacionales (DIAN).
	On regulation, the administration has committed to a reduction in the bureaucratic and licensing burden on the private sector, including streamlined environmental permitting, faster community consultation processes, and a review of regulatory requirements across key government agencies and notarial and registry systems.
	On energy, the administration plans to resume oil and gas exploration, accelerate offshore gas development, and evaluate fracking.
	On infrastructure, the platform targets the reactivation of road concessions, developing the Altillanura logistics corridor, and strengthening public-private partnership mechanisms.
	Finally, potential closer alignment with Washington after four strained years under Petro could potentially open the door to a renewed multilateral engagement.
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	Conclusion UEM views de la Espriella's policy agenda constructively. A more market-friendly administration, a credible economic anchor in Restrepo, and a clear pivot away from Petro's interventionist stance on energy, regulation, and infrastructure represent a meaningful directional shift for Colombian assets. Colombian markets have already delivered strong performance over the past twelve months, with much of the re-rating now priced in. However, we believe the attractive asymmetry lies in mid- and small-cap equities, which have lagged the broader rally after being largely bypassed by foreign inflows into major international indexes.
	Utilities and infrastructure companies stand out as direct beneficiaries as regulatory uncertainty eases and stalled project pipelines restart. Ultimately, the key condition is delivery. If the new administration can address Colombia's structural pressure points—specifically fiscal consolidation and investment recovery—the re-rating story has further to run.
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