Minutes of a Meeting of the Board of Directors of Bnco de la Republica
Held on February 25, 2011

A regular meeting of the Board of Directors of Bame la Republica was
held in the city of Bogota on February 25, 2011.

Present:
Mr. Juan Carlos Echeverry, Minister of Finance Buodlic Credit
Mr. José Dario Uribe, Governor, Banco de la Repgabli

Full-time Board Members in Attendance:
Mr. Carlos Gustavo Cano

Mr. Juan José Echavarria

Mr. Fernando Tenjo

Mr. Cesar Vallejo

Mr. Juan Pablo Zéarate

Inflation and the economic situation were discussgtth respect to
growth and prospects for the future, and monetatyp decisions were
reached. The following is a summary of the maipids addressed at the
meeting.

1. BACKGROUND

a. Recent Developments in Inflation

Annual consumer inflation in January was 3.4% (@Str the month).
This is 13 basis points (bp) more than in December.

The increase in inflation compared to December das to upward
pressure from food and regulated items. The anva@tion in food prices
went from 4.1% in December to 4.8% in January, teodsl mainly in this
instance by tradable foods and beef. Although ahmilation in perishable
foods affected by winter weather remains highedastribution to the build-up
in inflation was less on this occasion than in pashths. The annual change



in regulated prices went from 6.6% in December.@4«in January, and was
concentrated in fuels.

In contrast, the annual variation in prices for +#i@tdable goods and
services, excluding food and regulated items, dedli from 3.5% in
December to 3.4% in January. The annual changwiaes for tradables,
excluding food and regulated items, remained stdtlé continues to be in
negative terrain.

As for the core inflation indicators, their averageJanuary remained
stable at 2.5%. The lowest indicator was still @Rl, excluding food and
regulated items, with an annual rate of 1.7%. Kmndther hand, the annual
change in producer prices (PPI) came to 4.3%, wisiclightly less than the
figure posted in December (4.4%). As to its makethipre was an increase in
the annual variation in the imported component amdecline in that of the
national component.

In January, inflation expectations for the end 012 were the same as
the month before (3.6%). The situation with resgecexpectations at one
year and for longer periods (5 and 10 years), nmredswith government
bonds, was similar. The latter surpass the long-target range (2% - 4%).

b. Growth

The figures available for the end of 2010 suggdstigh-quarter rise in
GDP similar to the increase registered for thedtlguarter of 2010. In which
case, the Colombian economy would have grown ateaaf nearly 4.0% for
the year as a whole. Said performance would becbas the momentum in
internal demand, fueled primarily by household cwngtion and by gross
fixed capital formation.

Despite a setback in consumer confidence duringggtdour months of
2010, its level in January, as measured by thedfeml® indicator, is not low
in historic terms. Added to this is the continuexpansion in consumer
lending, at high rates in December and January retad sales, which posted
an annual increase of 12.4% in December. This b#wegcase, it is still
reasonable to expect good growth in private consiomor the final quarter
of 2010 and the first quarter of 2011.



Imports of capital goods, with strong growth at #med of the year,
suggest the momentum in investment in capital gomsdstill positive.
Likewise, the increase in building permits during¥dmber points to better
impetus in home construction during 2011, as dbedXecember increase in
cement sales.

With respect to foreign trade, total exports inlaa at December
showed an annual variation of 20.1%, largely duéheomining, energy and
coffee sector, which registered 30.4% annual growlthe cumulative 12-
month increase in total exports is 21.1%. Totgdonts in dollars showed an
annual variation of 30.1% in December. The cumuali2-month increase in
total imports came to 23.7%.

Generally speaking, the macroeconomic conditiondicoe to signal
an important amount of economic growth in 2011. ec#rally, the
expectation is still one of growing world demandhhterms of trade, which
will increase compared to 2010, elevated FDI flowsecovery in jobs, and
broad terms for internal lending, with relativelpwl real interest rates.
Accordingly, GDP is expected to perform favorabiy2011 and to be around
4.5%. Nevertheless, this expectation is surrounigda great deal of
uncertainty, given the various economic and palitresks facing the world, as
well as the extent of growth in public spendin@iolombia.

C. Financial Variables

Nominal interest rates on consumer and ordinarditen averaged
17.5% and 10.1% in January, with respective ina@eas the order of 65 bp
and 77 bp compared to the month before. The natenortgage loans was
12.1%, which is 11bp less than what is was in Ddxgm

The annual increase in the total gross loan paotfah domestic
currency came to 14.9% in January, as opposed.id®dthe month before.
The consumer and mortgage loan portfolios are thil most dynamic, with
respective annual variations of 21.9% and 16.7% dinual increase in the
commercial loan portfolio was 13.3% by January.

The interest rates on one-year and five-year gowenh bonds rose 37
bp and 46 bp, respectively, between January 28andary 25, 2011. Interest
on the 10-year bond was 8.9%, which is 42 bp mioa@ the rate posted on
January 28.



d. The External Context

The external context is marked by the effects jpalitunrest in certain
countries is beginning to have on the economicasdn worldwide. The
impact, in the short term, has been a considejabip in the price of oil and
a drop in world stock markets.

As for world growth, it continues to occur at twpegds. On the one
hand, there are the developed countries with meelenowth, although the
results for the US economy showed better than eégggmerformance. On the
other hand, the emerging economies continue to gitaavfast pace, propelled
by Asia and Latin America.

The better than expected performance in the Urftiadles during the
fourth quarter of 2010 (2.8% annualized quartedig-) would be explained
by the boost from household consumption and nebréxp However, there
are still a number of risks to economic recoverythe US. First of all,
unemployment remains high and its duration hasas®d. Secondly, loans
to households and companies are still at low leaal$ there is no sign of a
revival any time soon. Thirdly, the rise in oiiqges could jeopardize the gains
in available household income and put the brakesoosumption.

The Euro zone grew at a modest rate of 1.2% (afdh Germany
showing high growth rates and the periphery, lowwdh rates or even
declines in some cases. Although the past monthlsssvrisk in the zone,
measured on the basis of CDs at five years of saqyeidebt, the solvency of
the European peripheral economies is still in doad a possible
intensification of the upheaval in the Euro zonenw be ruled out.

On the other hand, international commodity pricesehincreased in
recent months because of supply and demand fachorthe case of demand,
good performance by the emerging economies anth@eased use of farm
products to produce biofuels has brought upwardspne to bear on the price
of many agricultural goods. On the supply side, pnoblems with weather
since mid-2010 and recent political events havdridmried to the increase in
these prices. In this context, the impact of theather is likely to subside
during the course of the year. As for the impaotf demand, it may last
longer, since it obeys structural factors assodiatith the good performance
expected of the emerging economies.



In this environment of good world growth (fueledrgaly by the
emerging economies) and high commodity prices, stenéral banks, mainly
those of the emerging economies, have begun t@eeithe monetary stimulus
by raising their interest rates to keep inflatinrcheck.

2. DISCUSSION AND POLICY OPTIONS

The Board of Directors emphasized the followingemsp relative to the
way inflation performed during the month:

(i) Annual consumer inflation was 3.40% in Januavitich is similar to what
the market expected and 23 basis points above #@werbber figure. As
witnessed in the two months before, most of theganee came from prices for
food and regulated items, especially fuel.

(i) The core inflation indicators remained stalded their average is still in
the lower half of the target range.

(i) The past three months saw an increase imaiith expectations, which
continued during February, even though the outctomenflation the month
before was what the market expected. Althoughaiiih expectations at one
year were in the upper half of the target rangesehbetween two and 10
years, measured with government bonds, completed diraight months
above the ceiling of that range.

The following was highlighted with respect to ecomo growth:
(i) Economic growth in 2011 is forecast at aroutsP4d, considering that more
moderate growth during the second half of 2010ypdue to supply factors,
will result in approximately 4% growth for that yea
(i) Internal demand is showing considerable momentassociated with
household consumption as well as investment in mach and equipment.
(i) The contribution from public spending is exged to be more during
2011 than in 2010. This is consistent with whabliserved during periods
before local administrations are about to leavecefnd with the programs
put in place to repair the damage cause by the wbwinter weather.
(iv) The forecasts for world growth in 2011 and 20have been revised
upward at rates that continue to exceed averaggterm growth, primarily
due to growth in the emerging economies. The lataranifest in historically
high terms of trade for commodity-producing cowsgriike Colombia.



The members of the Board evaluated the possibility raising
intervention interest rates at this meeting, cdestswith what was announced
at the last meeting on whether or not to graduadiguce the monetary
stimulus of past months to make the added momentuthe Colombian
economy sustainable over time and to keep inflatAgthin the long-term
target range. In particular, they emphasizeddhewing points:

(i) the existence of a historically low interventimterest rate in both nominal
and real terms;

(ii) the risks extremely low interest rates for tlmmg a period of time can
imply for financial stability, growth and futureflation;

(ii) the forecast by the Bank’s technical teamjeskhindicates the economy
will return to near capacity levels during the satbalf of the year;

(iv) the delayed impact of monetary policy;

(v) the recent momentum in internal demand, legdind the rise in home
prices some time ago;

(vi) the inconsistency that could result from hayian exceptionally low
interest rate coupled with anticipated growth ii2@nd 2012 near the trend
and inflation forecast close to the mid-point af tbng-term target range:

(vii) inflation expectations over one year thatpass the target; and

(viii) the stability of the exchange rate in receméeks and the favorable
results of the foreign currency purchase program.

The risks in the world economy were considered aB; specifically,
the continued uncertainty sparked by the fiscauasibn in several
industrialized countries and the rise in the indional price of oil in recent
weeks as a result of the political instability etMiddle East. Moreover,
weather factors and the considerable momentumearetherging economies
have intensified inflationary pressure in thosentoas, particularly because
of the recent increase in commodity prices.

3. POLICY DECISION

The Board of Directors agreed to a 25 basis paoitrteiase in Banco de
la Republica’s intervention interest rate, pladingt 3.25%.

Bogot4, Colombia
March 11, 2011



