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Structure of the automotive sector
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The Automotive sector is an important sector

Together with the motorcycle sector the automotive sector represents the 4% of the industrial
production , generates more than 22,000 jobs and vehicle sales are 1.6% of GDP. The sector is
related to other sectors such as insurance, finance, maintenance, metallurgy, etc.

The Automotive Sector
Source: DANE y BBVA Research
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Balance of supply and demand in the sector

The demand of vehicles is mostly domestic

Supply and demand of vehicles (% of total supply in units, 2013)

Source: DNP, Acolfa, DIAN and BBVA Research
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In 2014 domestic production accounted for 33.6% of
the domestic market of vehicles

72.8% of the domestic production of vehicles are private vehicles (covering 49% of its domestic
demand). SUV represent 27% of total sales of vehicles and only 12% of domestic production

Sales of assembled vehicle by type (% of total value

of assembled vehicle sales, 2014)

Source: Fenalco and BBVA Research
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Growth potential in the medium term
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Colombia is still maintaining a low per capita and per
household tenure of cars and motorcycles

For every thousand inhabitants there are 100 vehicles in Colombia. A 13.5% of the households
have one private car and 23.3% of them have a motorcycle. There are differences between areas

Vehicle penetration index (number of vehicles per Vehicle and Motorcycle penetrationin Colombia 2014

1,000 inhabitants) (% of Households)
Source: Lubrita yBBVA Research Source: DANE y BBVA Research
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Improvements in terms of renewal have been scarce

The age of the fleet decreased marginally between 2009 and 2012 (from 15.3 years to 14.9 years).
Freight and passengers vehicles are 169 and 16.7 years old, respectively.

Age of the vehicle fleet in Colombia 2009-13 (Years) Average age of Automotive park (Years)
Source: Ministry of Transport and BBVA Research Source: Survey FTS UNCRD/BID 2011 and BBVA Research
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H58% of the working age population is occupied in
Colombia

There are 215 million worker and 36.8 million people of working age in Colombia

Distribution of Working Age Population in 2014 (humber of people)

Fuente: DANE y BBVA Research
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Demographic bond

Until 2025 the participation of the working age population will grow

Population Pyramid 2016 (Number of people, % of

total population)
Fuente: UN y BBVA Research
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Population Pyramid 2020 (Number of people, % of

total population)
Fuente: UN y BBVA Research
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Income has improved
Urban unemployment rate decreased in 8 p.p. from august 2001 to august 2015 and in 6 p.p.

nationally (same period). The informality rate has stand at 48 in 2015 (vs a 51 in 2007-2012)

Unemployment Rate (% of PEA, 13 cities)

Source: DANE y BBVA Research
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Middle classes are growing in Colombia: 500 thousand
people reached these income levels a year

The proportion of people in middle, upper middle and affluent classes went from 14% to 20%
between 2006-2014 (an average yearly growth of 500 thousands people -BBVA Research-)

Population by income level in Colombia 2006-2014 (Number of people)

Source: IMF, ECLAC and BBVA Research
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Regions are wealthier: there have been systematic
reductions in poverty

Poverty by departments and compared to the national average (%)
Source: BBVA Research, DANE
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It seems that there is a positive relationship between
iINncome and vehicle purchases

This relationship is accentuated in the higher income deciles. Presumably reaching income
elasticity higher than 1for car ownership in these deciles -elasticity>1 defines luxury goods -

Ownership of cars and motorcycles by income decile (As a percentage of total households in the decile)
DANE and BBVA Research
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* Each value refers to the percentage of households owning at least one car in the first case, or at least one motorcycle, in the second, out of the total households in the decile.
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Some regions are dynamic. Bogota leads in terms of
venicle sales.

In 2015, Bogota accounted for most of the sales, with 70.296 new vehicle registrations (33.4% of
total). Antioquia (14.2%) came next, followed by Valle del Cauca (11.3%) and Cundinamarca (8.3%)

Registrations by departments (% growth, 2014-15 August) Vehicle registrations by departments and by typein

Source: Fenalco y BBVA Research 2015 (‘OOOS Of units)
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Automotive sector over the short run
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2014 was dynamic in terms of the domestic demand

for vehicles, with an 11.8% increase in sales

Total sales rose from 294,000 units in 2013 to 328500 in 2014. The best-selling brands in 2014
were Chevrolet, with 82,501 cars sold and Renault with 51.027/.

Sales by type of vehicle and type Vehicles sales by brand (‘000s of units,2014)
(% Growth 2014_2015’ y/y) Source: Fenalco y BBVA Research

Source: Fenalco y BBVA Research
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Sales have decelerate in 2015: -8% YOY in September
(from 2285 to 210,3 thousands vehicles)

Commercial vehicles contributed the most (in -2,3 p.p) to the reduction (of -8% YoY), even though
its participation is lower than 20% of total sales. Nearly all the brands saw their sales reduced YoY.

Registrations by type of vehicle (% of Contribution to Registrations by brand (‘000s of units, 2014-2015
Growth 2014-2015 accumulated to September, y/y) accumulated up to September)
Source: Fenalco and BBVA Research Source: Fenalco and BBVA Research
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Cars, bodyworks, auto parts and other transportation
production growth in 2015

All sectors in the automotive industry are experiencing a growing in a negative ground, in line
with the overall macroeconomic outlook.

Real production: vehicles, auto parts, car bodyworks and other transport * (% growth YoY 2Q,2015)
Source: DANE y BBVA Research
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The willingness of car buying by households is
decreasing

The consumption of durable goods anticipates and amplifies the economic cycles.

Willingness to buy durable goods, housing and vehicles (balance of responses)

Fuente: Fedesarrollo & BBVA Research
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We expect vehicle sales of 290,000 units in 2015, with
a higher share of Colombian-built vehicles

Since February 2015, we predicted sales of 290 thousands for 2015. We expect a relatively
similar figure in 2016.

Vehicle sales: observed and estimated (‘O0O0s of units)

Source: Fenalco y BBVA Researc h
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Gradual acceleration in private venicle prices. This may
spread to the other automotive lines

.tis likely that the progressive increase in prices was explained by the depreciation of the
exchange rate -ER-, which began in 2H2014.

Exchange rate depreciation vs. USD and variationin

car prices (% var., YoY)
Source: BanRep , DANE & BBVA Research
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The purchasing power of households could improve in 2015
or..more plausible, they buy lower quality cars

As of today, a household would need to spend 55% of its entire year’s income to buy a car, less
than the 61% needed in 2014

Private vehicle purchasing power * (Number of years.)
Source: DANE & BBVA Research
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The balance of credit for buying vehicles came to COP104trn by the end of 2014. This

Number of new loans taken out a year to buy a vehicle, and average loan amount (‘000s & COP millions)
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Credit boosted sales in 2014

represents an increase of 14.7% since December.

Fuente: Superfinanciera & BBVA Research *Jul 2014-Jun 2015
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses data, opinions or estimations regarding the date of issue of the report,
prepared by BBVA or obtained from or based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be considered as forecasts or projections. Results obtained in the past, either
positive or negative, are no guarantee of future performance.

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

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

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in financial assets or instruments. Neither shall this document nor its
contents form the basis of any contract, commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that under no circumstances should they base their investment decisions in
the information contained in this document. Those persons or entities offering investment products to these potential investors are legally required to provide the information needed for them to take an
appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution, public communication, making available, extraction, reuse, forwarding or
use of any nature by any means or process, except in cases where it is legally permitted or expressly authorized by BBVA.




