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WEARE
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WE ARE THE ENTREPRENEURIAL
DEVELOPMENT BANK OF COLOMBIA

We are the Banco de Comercio Exterior de Colombia
S.A., — Bancoldex (Colombia’s Foreign Trade Bank, LLC),
incorporated under the provisions of Article 21 of Law /
of 1991. It is a Colombian mixed-economy company,
which is not assimilated under the regime of industrial
and commercial enterprises of the State and it is affiliated
to the Ministry of Commerce, Industry and Tourism.

The bank boosts economic development through the
supportof MiISMEs productivity, export enhancement,
and promoting environmental sustainability as well as the

creative economy.

Additionally, Bancoldex manages the Bank of Opportuni-
ties Investment Program, which follows the strategy of
the National Government to reduce poverty, promote
social equality and boost economic development in Co-
lombia. It does this by facilitating access to financial ser-
vices for low-income families, entrepreneurs and micro,
small and medium-sized enterprises (MiISMEs).

PROMUEVE EL DESARROLLO EMPRESARIAL

PURPOSE OF BANCOLDEX

We are the Business Development Bank of Colombia that

supports MiISMEs productivity, promotes exports, encour-
ages environmental sustainability and strengthens the
creative economy, in order to boost the country's eco-
nomic growth.
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POSITIONS ITSELFAS A
DEVELOPMENT BANK

Bancoldex's strategic planning carried out in the second
semester of 2018 confirmed that the Bank’'s mission aims
at promoting exports, supporting productivity and com-
petitiveness with an emphasis on MiSMEs, contributing
to the defense of the environment, the mitigation of and
adaptation to climate change, and acting as an instru-
ment to reestablish the business network in disaster
zones or areas with deteriorating economic conditions.

BANCOLDEX

As a result of this practice, and in accordance with the
strategy defined for 2018, some action flanks were estab-
lished for the Bank to implementin 2019 in its capacity as
a strategic instrument to support the business sector.

PROMUEVE EL DESARROLLO EMPRESARIAL

The strategic fronts are
as follows:
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FINANCE FOREIGN TRADE
AND INTERNATIONALIZATION
OF THE BUSINESS SECTOR

The Bank will continue to prioritize the export sector
through its different financial and non-financial action

lines, taking into account its initial mandate as Colombia’s
Foreign Trade Bank.

PROMUEVE EL DESARROLLO EMPRESARIAL
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STRATEGIC
FRONTS

ENTREPRENEURSHIP
AND PRODUCTIVITY
OF MiSMESs

One of Bancoldex's strategic focuses is entrepreneurship
and productivity, particularly on micro, small and medi-
um-sized enterprises, and this is aligned with the policies
defined by the National Government.

BANCO LDEXa7l —— PROMUEVE EL DESARROLLO EMPRESARIAL
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GREEN GROWTH:
MITIGATION OF AND ADAPTATION
T0 CLIMATE CHANGE

The Bank has traditionally been a pioneer in the promo-
tion and funding of green projects, such as alternative
energy. In this regard, in the medium and long term, the
Bank will continue to fund and structure green projects
concerning the mitigation of and adaption to climate
change, alternative energies and related infrastructure,
and circular economy, amongst others.

PROMUEVE EL DESARROLLO EMPRESARIAL
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STRATEGIC
FRONTS

BANCOLDEXAS

PUBLIC POLICY INSTRUMENTTO
MAINTAIN THE COLOMBIAN
BUSINESS NETWORK

As a public policy instrument of the Colombian Govern-
ment, Bancoldex will support the guidelines indicated by
the Government to promote business growth directed at
increasing productivity and competitiveness.

BANCOLDEX@ . PROMUEVE EL DESARROLLO EMPRESARIAL
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BANCOLDEX STRATEGY

FINANCE FOREIGN TRADE
AND INTERNATIONALIZATION

SUPPORT PRODUCTIVITY AND
COMPETITIVENESS OF

MITIGATE CLIMATE
CHANGE AND PROMOTE

PUBLIC POLICY INSTRUMENT
TO MAINTAIN THE COLOMBIAN

OF THE BUSINESS SECTOR MiSMEs ALTERNATIVE ENERGIES BUSINESS NETWORK

REDISCOUNT CREDIT DIRECT CREDIT NON-FINANCIAL SERVICES INVOICE DISCOUNTING CAPITAL FUNDS OTHER
VAN SUSTAINABILITY AN
AN HUMAN TALENT AND ORGANIZATIONAL CULTURE AN
AN TECHNOLOGY AND PROCESSES AN

BANCOLDEX GROUP
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WHO DO WEAIMAT

We aim at visionary entrepreneurs who are focused and
able to lead transformations in their industries, who
dare to grow, who are determined to do things differ-

ently and who are committed to finding opportunities.

We offer financial and non-financial products and ser-
vices according to the growth circumstances of each
business. We trigger powerful business conversations
and dynamics in different regions to develop more
competitive environments.

BANCOLDEX p
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HOW DO WE OPERATE

Bancoldex operates as a second-tier bank. Therefore,
when a business owner requests credit from a finan-
cial entity or a microenterprise credit entity, the latter
may request from Bancoldex the resources the busi-
ness owner needs. Bancoldex delivers them to the
financial entity and, in turn, the financial entity delivers
them to the business owner.

BANCOLDEX p
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OUR PARTNERS

Our main partners are the entities through which we
disburse credit resources to business owners. They are
banks, finance companies, financial corporations and
cooperatives, savings and credit unions, non-governmen-
tal organizations (NGOs), compensation funds and em-
ployee funds, among other entities which are either moni-
tored or not monitored by the Financial Superintendence
of Colombia. We also partner with organizations that facili-
tate access to the business sector such as trade unions,
chambers of commerce, associations, ministries, regional

entities, multilateral organizations and universities.

BANCOLDEX p
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MAIN
PRODUCTS
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FOREIGN TRADE AND
ENTREPRENEURIAL SECTOR
INTERNATIONALIZATION

PRODUCTIVITY AND

COMPETITIVENESS OF MISMES GREEN GROWTH POLICY INSTRUMENT

Rediscount Credit

Project and financial structuring

Bancoldex Capital: Private Equity/ Venture Capital

Liquidex and Liquidex production chains

Direct Credit

International
Banking Operations

Buyer, supplier and
correspondent bank credit

Discount of documents

Training and Consulting
Sectorial and Market Information (DATLAS COLOMBIA)

PROMUEVE EL DESARROLLO EMPRESARIAL



PRODUCTS
AND SERVICES

REDISCOUNT CREDIT

Bancoldex offers differentiated products
that meet the needs of entrepreneurs of
all sizes and sectors, in pesos and dollars,
through the network of national or foreign
financial entities.

DIRECT CREDIT

Direct credit provides entrepreneurs with
a financing option in pesos and dollars to
develop their investment plans related to:

BANCOLDEX
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e Production chains

« Industrial restructuring

« [nternational expansion

« Relocation and expansion of companies

» Adaption to climate change

These are medium and long-term financ-
INg operations, implemented through a
structure design, which is adapted to the
needs of each project.

LIQUIDEX

Liquidex enables national suppliers to
secure sufficient cash flow to make trans-
actions and for the buying company to
develop and refine its relation with them.

The framework enables resource optimi-

zation of national suppliers through

discounting sales invoice and/or bills of
exchange, as a result of credit sales of

goods and/or services in Colombian pesos.

LIQUIDEX
PRODUCTION CHAINS

This is a financial mechanism that gener-
ates cash flow for national suppliers and
enables the buying company to develop
and refine its relation with them.

The framework enables resource optimi-

zation of national suppliers through

discounting sales invoices and/or bills of
exchange, as a result of credit sales of

goods and/or services in Colombian pesos.

PROMUEVE EL DESARROLLO EMPRESARIAL

Liquidex production chains allow suppliers to
revitalize their cash flow without impacting
their credit quotas with the financial system.

PROJECT STRUCTURING

We offer a portfolio of specialized techni-
cal assistance instruments for the concep-
tualization and structuring of projects that
boost business investment and contribute
to the growth of Colombian companies.

We focus on the following
types of projects:

Sustainable Development: specialized
technical and financial accompaniment for
project structuring related to energy effi-
ciency, non-conventional energy sources
and waste recovery to provide companies
with expert information that enables them
to make investment decisions.



Innovation: specialized accompaniment
to identify and structure business projects
with

development components, which can

innovation and/or technological
also be applied to obtaining tax benefits

and a financial offer on preferential terms.

BANCOLDEX CAPITAL

The Bancoldex Capital program is an
initiative designed to promote the devel-
opment of the industry of private equity
funds and venture capital in Colombia.
The program has two components:

Financial support: investment in pri-
vate equity funds and venture capital
funds (Bancoldex does not directly
invest in companies).

Non-financial support via the promo-
tion of good practices among investors,

BANCOLDEX p
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managers, businesses and other indus-
try stakeholders. Bancoldex contributes
to the construction of the ecosystem of
the equity fund industry.

PROGRAM OBJECTIVES:

« Provide Colombian businesses with new
sources of long-term funding through fresh
capital from equity funds.

« Promote the industry of private equity funds
and venture capital in the country.

» Attract new local and foreign investors in order
for them to participate in the Colombian
equity fund industry.

INTERNATIONAL BANK
OPERATION SERVICES
(0.B.1.)

Bancoldex directly offers different services
to Colombian exporters to close success-
ful commercial transactions such as:

« Confirmation or notice of export letters of credit
(L/C): at sight, confirmed or deferred.

« Management and negotiation of documentary
collections.

Export documentary

collections: documentary collections with
Bancoldex (remitting bank), to be paid at
sight or on a specific date, to process pay-

ments with importers of Colombian goods.

PROMUEVE EL DESARROLLO EMPRESARIAL

Import documentary

collections: documentary collections with
Bancoldex, to be paid at sight or on a spe-
cific date, to complement payments to
importers of Colombian goods.

« Confirmation of standby letter of credit
(type of bank guarantee).

« Monetization of foreign currency generated
through export of Colombian goods or
services™.

BUYER, SUPPLIER
AND CORRESPONDENT
BANK CREDIT

The objective of these credit facilities is
to finance overseas buyers of Colombian
goods and services through financial

*Service subject to prior approval by BANCOLDEX. Payment of
resources denominated in foreign currency (in the event that these
resources are not monetized through BANCOLDEX), may be made
to a clearing account registered before the Central Bank of Colom-
bia, or to an overseas account of the Colombian financial interme-
diary with which the exporter will carry out the monetization.



intermediaries that have been previously
qualified by Bancoldex or investment
grade banks. Engineering or construction
projects by companies that are domi-
ciled, in whole orin part, in Colombia are
likewise financed, as is the purchase of
Colombian goods.

This therefore makes it possible to use
credit resources to support financial inter-
mediaries that have been previously qual-
ifled by Bancoldex, export pre-financing
operations or credit needs.

DISCOUNT
OF DOCUMENTS

Bancoldex buys, directly from the Co-
lombian exporter, securities derived from
exportation which are endorsed by an
eligible bank:

BANCOLDEX
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« Confirmations or deffered payments generated
through letters of credit.

« Letters of guarantee by foreign financial
intermediaries with a direct quota or an
irrevocable commitment to repay.

« Purchase/sales exchange invoices or unique
promissory notes accepted by the importer and
endorsed by a standby letter of credit.

CONSULTANCY
AND TRAINING

Bancoldex promotes business develop-
ment through strategic interventions,
strengthening management capabili-
ties and sharing technical information
and knowledge to facilitate business
decision making.

BANCOLDEX
VIRTUAL CAMPUS

E-learning is one of the innovation ele-
ments that enables businesses to acquire
new knowledge and strengthen existing
knowledge, since it allows entrepreneurs
to keep up to date in topics of their inter-
est, making use of technology and opti-
mizing time management. At Bancoldex
Virtual Campus, entrepreneurs will find
courses that are practical, easy to navi-
gate, interactive and, most importantly,
with simple language and examples that
can be applied to everyday business life.

The Campus seeks to provide entrepre-
neurs with tools that can be applied to
the reality of their business. These tools
were designed in accordance with adult
learning  standards,

always focusing

efforts on the businesses.

campusvirtual.bancoldex.com

PROMUEVE EL DESARROLLO EMPRESARIAL

DATLAS COLOMBIA

Datlas Colombia is a diagnostic tool for
companies, investors and government
authorities to make decisions to help
Improve competitiveness. It contains
information per department, metropolitan
area and municipality on productive activ-

ities, employment, salaries and exports.

It provides criteria to identify export sec-
tors and products with the potential to
develop a region by means of indicators
such as the product complexity index
(PCI), the economic complexity index
(ECI) and the
advantage (RCA) of an export product.

revealed comparative

@ datlascolombia.bancoldex.com


https://campusvirtual.bancoldex.com
http://datlascolombia.bancoldex.com
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General Shareholders
Meeting

Board of Directors

Strategic Management
Department

Cooperation and

Press Office International
Relationships Office
Strategic Planning
Comptrollery Management
PRESIDENCY Products and
Services Development
Office
Compliance Compliance Banking Opportunities
Office Management Program Investment Consulting and
M
anagement Training Office
| | | | | |

Financial Operations and Technology Risk Legal Human Talent Commercial

Vice - Presidency

Vice - Presidency

Vice - Presidency

Vice - Presidency

Vice - Presidency

Vice - Presidency

Treasury Loan | | Risk Legal Human Talent Corporate Banking
Department Department Financial Department Department Department Department
. . . . -y . ] Financial
Accounting Management| | Operations | | Direct Credit Administrative Services e rIes
Department Department Risk Department Department Department
Private Equity Technology | | Sec:ggyézz?rr]glinon Special Business
Department Department Continuity Office Department
] Development and " . X .
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Regional Office
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Regional Office
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SHAREHOLDER'S
EQUITY

as december 2018
NUMBER OF
SHARES

- Ministry of Commerce,
i) Industry and Tourism 776,145,395

Ministerio de Finance

[0 and Public Credit 83,420,180
2 2993357

TOTALSHARES  1,062,556,872

BANCOLDEX
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BOARD OF
DIRECTORS

as december 2018

BANCOLDEX p

ANNUAL REPORT 2018

MAIN

SUBSTITUTES

LIGIASTELLARODRIGUEZ HERNANDEZ
General Secretary of the Ministry of Commerce,
Industry and Tourism, appointed by the Minister
of Commerce, Industry and Tourism.

VACANT

Deputy designated by the Minister of Commerce,

Industry and Tourism.

CAMILO BARCO MUNOZ

General Director of State Shares, a delegate
of the Minister of Finance and

Public Credit.

MARIA INES AGUDELO VALENCIA

Deputy appointed by the Minister of Finance
and Public Credit.

CARLOS QUINTERO ROCANIZ
Business advisor, appointed by the General
Shareholder's Meeting.

MAURICIO VEGA LEMUS
General Manager Autopistas del Café, appointed
by the General Shareholders’ Megting.

AUGUSTO LOPEZ VALENCIA
Private sector representative, appointed
by the President of the Republic.

CARLOS ALBERTO GARAY SALAMANCA
Deputy private sector representative, appointed
by the President of the Republic.

GUILLERMO VALENCIA JARAMILLO
Private sector representative, elected by
the associations of exporters.

LUIS GUSTAVO FLOREZ ENCISO
ACICAM Executive President, private sector
representative, elected by the association
of exporters.

PROMUEVE EL DESARROLLO EMPRESARIAL



MANAGERIALTEAM

Javier Diaz Fajardo
President and CEO

José Alberto Garzon Gaitan
Chief Legal Officer - Secretary General

Claudia Maria Gonzélez Arteaga
Chief Financial Officer

Mauro Sartori Randazzo
Chief Risk Officer

Juan Diego Jaramillo Gonzalez
Chief Comercial Officer

Jaime Alfonso Quiroga Rodriguez
Chief Operations and Technology Officer

Marcela Gaviria Sanchez
Chief Human Talent Officer

Claudia Liliana Mejia Cubillos

Comptroller

Maria José Naranjo Szauer

Strategic Planning Management

BANCOLDEX p

Juan Carlos Sarmiento Espinel

Compliance Manager

Jaime Buritica Leal

Treasurer

Margarita Coronado Gomez
Private Equity Funds Deparment,
Director

Vanessa Spath Agamez
Administrative Services Department,
Director

Joseé Luis Cafias Bueno

Legal Department, Director

César Augusto Pérez Barreto
Financial Intermediaries Deparment,
Director

Hernando Castro Restrepo

Microfinance Deparment, Director

Jorge Arcieri Cabrera

Special Business Deparment, Director

Olga Lucia Matamoros V.

Risk Department, Director

ANNUAL REPORT 2018

Jairo Pedraza Cubillos

Accounting Management Department, Director

Gloria Andrea Cortés Duarte

Human Talent Department, Director

Catalina Ardila Pinzon
Direct Credit Risk Department,
Director

Juan Pablo Silva Vega
Strategic Management,
Director

Ricardo Mesa Mufioz

Loan Department, Director

Amanda Ruth Vega Moreno
Development and Process Innovation
Department, Director

Marcela Gonzalez Alfonso

Operations Department, Director

Javier Enrique Toro Cuervo
Technology Department, Director

Juliana Ossa Duque

Marketing Department, Director
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Luis Alejandro Lozano G.
Corporate Banking Deparment,
Director

Rosa Alicia Serrano Monsalvo

Atlantico Regional Office, Director

Sonia Marcela Garcia Feo

Antioquia Regional Office, Director

Claudia Marcela Benavides Bernal
Valle Regional Office, Director

Lucas Eduardo Silva Rueda

Santander Regional Office, Director

Andrés Fernando Gomez Peldez

Coffee Zone Regional Office, Director

Special Programs

Juliana Alvarez Gallego

Bank of Opportunities Investment Program,

Director



BANCOLDEX
GROUP

Bancoldex Group was founded in June 201/ and |t aimed
at offering solutions to the business sector. It is mmade up
of Bancoldex, the development bank connecting entre-
preneurs and regional economic development organi-
zations with financial products and non-financial ser-
vices, ARCO (formerly Leasing Bancoldex), a financing
company specialized in leasing and commercial credjt to
fund productive assets; and Fiducoldex, the strategic
partner of entrepreneurs to design fiduciary operations.

BANCOLDEX
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BANCOLDEX GROUP
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FIDUCOLDEX

The Colombian Fiduciary of Foreign Trade (Fiduciaria Co-
lombiana de Comercio Exterior S.A)) is a mixed-economy
company attached to the Ministry of Trade, Industry and
Tourism as well as a subsidiary of the Bank of Foreign
Trade of Colombia, Bancoldex.

Through its financial services, it seeks to support the
growth of the business sector through improved affairs
and contribute to the development of the country. In
the same way, they are allies of natural and legal per-
sons for investment and savings, through their Collec-
tive Investment Funds.

The Fiduciary is supervised by the Financial Superinten-
dence of Colombia, the General Comptroller of the
Republic and is graded by Fitch Ratings.
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ARCO)

ARCO Grupo Bancoldex is a financing company special-
ized in leasing and commercial credit. The company
provides access to differentiated financing solutions
through a customized, advised and flexible relationship
model that seeks greater benefits for small and medi-
um-sized companies in expansion. These services are
backed by ARCO's technology, human talent, efficiency
and high-quality standards in its processes aimed at cus-
tomer satisfaction and the wellbeing of its employees.

PROMUEVE EL DESARROLLO EMPRESARIAL
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Banca de las Oportunidades is a program
of the National Government, adminis-
tered by Bancoldex, to promote financial
inclusion in Colombia. Its objective is to
promote access to financial services to
low Iincome families, microentrepre-
neurs, small and medium enterprises and
entrepreneurs to reduce poverty, pro-
mote social equality and stimulate eco-
nomic development in Colombia.

Financial inclusion projects are developed
with the support of the "Banca de las
Oportunidades Network” made up of

BANCA DE LAS
OPORTUNIDADES

banks, financing companies, coopera-
tives with financial activity, microcredit
NGOs and insurance companies.

Banca de las Oportunidades takes on strat-
egies to promote the necessary reforms of
the regulatory framework that facilitate and
promote access to financial services and
promotes incentives for the co-financing of
projects and technical assistance to meet
the financial coverage goals, institutional
strengthening of the network and access
and development of financial services
adjusted to the needs of the population.

PROMUEVE EL DESARROLLO EMPRESARIAL
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Financial results
as december 2018

ASSETS $8.421.020

COP MILLIONS
2018 | |
2017
2016

2015

2014
2013
2012
2011
2010

2009

5,000,000 4,000,000 5,000,000 6,000,000 7,000,000 8,000,000 9000000
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LIABILITIES $6,925.875

2018

2017

2016

2015

2014

2013

2012

2011

2010

2009

COP MILLIONS

5,000,000 4,000,000 5,000,000 6,000,000 7,000,000 8,000,000 9000000
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EQUITY $1,495,146

COP MILLIONS
2018
2017

2016

2015

2014

2013

2012

2011

2010

2009

1250000 1300000 1,550,000 1400000 1430000 1500000 1,550,000
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COP MILLIONS

_ T——
NET E——

INCOME

COP MILLIONS

2009 $73676 2014 $64,880
2010 §$98,821 2015 $28,101
2011 $15289 2016  $1007387
2012 $88,179 2017 $82,865
2013 $41537 2018  $107633
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TOTAL

PORTFOLIO

2009
2010
2011
2012
2013

BANCOLDEX [

MILLIONS

$5,313,092
$4,804910
$5,165,405
$4,799,836
$4.967 534

2014
2015
2016
2017

$5,210975
$5,569,387
$5,583,986
$5,582,661
6,523,350

ANNUAL REPORT 2018
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6,925,330

MILLION
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LOCAL CURRENCY
LOAN PORTFOLIO 4,357 428

MILLIONS

. — |

TOTAL
LOAN PORTFOLIO 65235%
UsD$ 33%
T/ 1
CoP : FOREIGN CURRENCY
o LOAN PORTFOLIO 666

MILLION

BANCOLDEX[» PROMUEVE EL DESARROLLO EMPRESARIAL



ANNUAL REPORT 2018

Total loan portfolio

based on:
COP MILLIONS

Financial and — :

insurance activities. L=} Transportation and

= storage.
$1,471,868 $
615,712
lﬁ\ Manufacturing. Electricity, gas, steam
and air contitioning Human health and

1,3 44,672 supaly social work activities.
iWholgsale and retail $314,062 3186’333

° © yehicles. Construction. =& Others.

§1,314,860  $240,735 $1,035,109

BANCOLDEX[» PROMUEVE EL DESARROLLO EMPRESARIAL



ANNUAL REPORT 2018

Total loan portﬁ)llo
based on:

DEADLINE

36%

2?‘%

COP MILLIONS

1JUPTO1YEAR 3 UPT0 3 YEARS

$1,770,020 $2,340,397

5] UP 10 5 YEARS 10J UP 70 10 YEARS +10) MORE THAN 10 YEARS

1,265,713  $853,236  $293,984
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Total loan portfolio
based on

TYPE OF
INSTITUTION

COP MILLIONS

ﬁ Banks. @ Foreign banks. Finance com panies.
4,888,561 S§772271  $321,173
¢°) Cooperatives. =3 NGOs =g Others.

$192933  $§165,506

$182,906
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REPORT OF
THE BOARD OF DIRECTORS
AND THE PRESIDENT

to the General Sharecholders’
Meeting 2018

BANCOLDEX P
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INTRODUCTION

In 2018, Bancoldex registered outstanding performance.
It achieved disbursements of COP 4.81 trillion, which are
the highest in the history of the Bank and represent
growth of 37% compared to the previous term. More-
over, the Bank financed over 110,000 companies
throughout Colombia, an increase of 41% compared to
2017/. The Bank retained its philosophy of serving busi-
nesses of all sizes and, within this area, it is highlighted
that 40% of all disbursements were credit to SMEs and
17% to microenterprises.

The Bank continued to perform its role as a policy
instrument to the National Government, providing
financial support to businesses affected by econom-
ic difficulties and situations such as strikes and natu-
ral disasters, among others. The disbursements for
special lines with contributions from the National

PROMUEVE EL DESARROLLO EMPRESARIAL

Government and regional authorities represented
COP 1.31 trillion.

In terms of support to foreign trade, the Bank paid COP
1.52 trillion to 978 export companies, which confirms its
support to the export sector and the internationalization
of the Colombian economy.

Under its commitment to supporting, strengthening
and financing green growth, the Bank disbursed COP
343,723 million in lines exclusively directed to sustain-
able development and energy efficiency projects of
the business sector, which represented growth of
628% compared to 2017.

In order to strengthen the acquisition strategy focused
on optimizing the cost of funding and managing liquidity,



two specific bonds were issued: Social
Bonds and Orange Bonds. The demand
for the Social Bonds, worth COP 400,000
million, was 4.17 times the value offered,
and the demand for the Orange Bonds,
also worth COP 400,000 million, was 2.9
times the value initially offered.

Externally, the global economy slowed
down slightly®. The outstanding growth
rates observed in the US economy were
countered by a slowdown in Europe and
a moderation of the course in China.
Additionally, the trade tensions that arose
between the United States and some of
its trade partners, particularly China, led
to downward pressure in the growth of
the global economy and devaluations in
financial markets. Meanwhile, the main
central banks continued to normalize
their monetary policy. Moreover, oil
prices recovered, and the average price
rose by USD 17 per barrel, although it
ended the year with a downward trend.
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On a
accelerated as a result of the improved

local level, economic activity

performance of private consumption
and exports. Inflation returned to the
official target range, marking a down-
ward trend throughout 2018. Similarly,
the current account deficit reduced
slightly compared to 201/, whereas,
according to estimates, the Govern-
ment deficit would have fulfilled the
target set by the Fiscal Rule. In this area,
the Finance Law, which was processed
by the Legislature at the end of the year,
will make it possible to finance part of
the increase - implemented by the
Government - to the General Budget of
the Nation for 2019. Based on this con-
text, the Central Bank of Colombia
Implemented two reductions to its
iIntervention rate during the year, there-
fore maintaining the real rate of the
monetary policy in a slightly expansive

economic sector.

In August 2018, the Bank carried out a
strategic planning exercise with the mem-
bers of the Board of Directors and the
Administration in order to determine, in
general terms, the direction of Bancoldex
in the medium and long term.

This was the first strategic planning
exercise carried out with the full participa-
tion of the Board of Directors, and it
defined the following strategic lines and
transversal lines of action. These will be
the Bank’s action framework over the next
four years of the current Administration,
and they will be aligned with the strategic
sector planning of the Ministry of Com-
merce, Industry and Tourism and based

on the National Development Plan:
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1. Bancoldex as a Development Bank

2. Bancdldex as a Public Policy instrument

3. Export Promotion

4. Mitigation of climate change and promotion
of alternative energies

5. Support competition and productivity with
emphasis on MiSMEs and entrepreneurship

6. Direct credit as a new business line

7. Financial Sustainability

8. Bank Digitalization

9. Human Talent

10. Bancdldex Group

1 in the IMF World Economic Outlook Update of January 2019,

annual growth of 3.7% is estimated for the global economy of
2018, slightly lower than the 3.8% recorded in 2017.



Lastly, on December 18", 2018, Dr. Mario
Suarez Melo resigned as president of
Bancoldex after 15 months managing the
entity. In January 2019, the Board of Direc-
tors of the Bank appointed Dr. Javier Diaz
Fajardo as the new Bancoldex president,
and he took office on February 4™, 2019.

The full management report
of the Bank for 2018 is

presented below.
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ECONOMIC
PERFORMANCE

IN2018

In 2018, the global economy was domi-
nated by three main factors: i) outstand-
ing growth rates in the US economy,
downturn in Europe and moderation of
Chinese dynamics; ii) trade tensions that
led to downward pressure in the growth
of the global economy; and iii) the main
Central Banks standardized their mone-
tary policy. At a local level, economic
activity grew, inflation returned to the
official target range and the current
account deficit displayed a slight upward
trend, whereas the Government deficit,

according to estimates, would have fulfilled
the target set by the Fiscal Rule. Based on
this context, the Central Bank of Colombia
(BanRep) implemented two reductions to
its intervention rate during the year.

For its part, the US economy grew by
2,9%2% in 2018, its highest rate since the
period prior to the financial crisis of 2008,
leveraged by the Tax Reform of the
Donald Trump Administration at the end
of 201/. Additionally, the US economy
ended the year with full-employment
2 Projections for the global economy are in accordance with

those published by Consensus Forecast in its January 2019 edition.
Estimates for Colombia correspond to the economic projections
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levels and an unemployment rate of 3.9%
in December and core inflation of 2,2%?,
higher than the official target of 2%. In the
Eurozone, however, economic expan-
sion fell from 2.4% in 2017 to 1.9% in 2018.
In regards to China, its economy grew by
6.6%, the lowest growth rate in 27/ years.

The aforementioned economic perfor-
mance developed in a context of trade
tensions between the world's largest two
economies, which shook investors’ confi-
dence. In June 2018, Donald Trump's
Administration decided to impose a tariff
of 25% on imported Chinese goods worth
USD 50 trillion, which will come into force
in the following two months. This deci-
sion was based on the considerable trade
balance deficit maintained by the US in
favor of China. Its balance rose to USD
344 trillion in 2018* At the end of the year,
the rapprochement between the two
powers led the US president to postpone
the tariff increase from 10% to 25% for 3

made by the Grupo Bancoldex Economic Research Area.
3 Source: Bloomberg.
4 Source: US Bureau of Economic Analysis.



months (until March 1%, 2019), in order to
negotiate an agreement which is benefi-
cial to the US economy in that period.

In this scenario, the Federal Reserve (Fed)
carried out its most aggressive cycle of
rate increases in 13 years, increasing
interest by 100 basis points (bps) to 2.5%.
It was followed by the Bank of England,
which increased its rate by 25 bps, plac-
iNg it at 0./5% at the close of 2018. The
Central European Bank (CEB) fulfilled
expectations by maintaining stable rates
at historic lows of 0% and announcing
that it would conclude its debt purchases
as of January 2019. The Bank of Japan
(BoJ) acted likewise, maintaining negative
interest (-0.1%) with a balance of around
USD 5 trillion® that continues to grow.

In this international context, the Colombi-
an economy exhibited positive perfor-
mance amidst a downward inflation trend
and a slightly expansive monetary policy.
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It is estimated that the Gross Domestic
Product (GDP) grew by 2.7% in 2018,
greater than the 1.8% expansion regis-
tered in 2017. However, it is still signifi-
cantly below the potential GDP which,
according to measurements, would be
approximately 3.3%. According to fore-
casts, private consumption increased by
2.6%, recovering compared to the 1.8% of
201/, whereas gross fixed capital invest-
ment fell from 3.4% to 2%.

Growth in government spending also
slowed, falling from 4% to 3.5%. The per-
formance exhibited by exports was con-
siderably more positive, with expected
growth of 2% in 2018 in contrast with the
shrinkage of 0.5% shown the year before.
This course is mainly associated with the
recovery of the Brent Crude oil price
which, in 2018, was USD /1.1 on average
per barrel, higher than the average
recorded for 2017 which was USD 54.7
per barrel®. In this context, the average

exchange rate demonstrated a slight
annual depreciation of 0.3% at COP 29507,
Forecasts predict an import growth of 1.9%
in 2018, above the 0.4% shown in 2017.

At the end of the year, inflation was
3,18%8, lower than the figure for the 2017
close, 4.09%, and it ended within the
target range (between 2% and 4%) for the
first time since 2014. In line with this, the
Central Bank of Colombia maintained a
downward trend in its intervention rate,
and it implemented two interest reduc-
tions of 25 bps in the meetings of January
and April, closing the year at 4.25%. Exter-
nally, it is estimated that the current
account deficit will close the year at 3.3%
of GDP, slightly lower than the 3.4% pre-
sented in 2017. Finally, forecasts predict
that the government deficit will meet the
target set by the Fiscal Rule for this year,
which is 3.1% of the GDP.

5 Source: Bloomberg.
6 Source: U.S. Energy Information Administration.
7 Source: Central Bank of Colombia.
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FINANCIAL
SECTOR

In 2018, entities of the financial system
maintained a lower course compared to
the one historically registered. The lowest
economic growth rate was reflected in
the behavior of new loans, particularly in
the business segment and in the deterio-
ration of the credit portfolios of most
financial intermediaries, even though, at
a lower speed than what was shown in
201/. Nevertheless, the levels of liquidity
and solvency of the financial system
remained at proper levels and reflected
the strength of Colombian banking.

With this in mind, during the last year, the

credit risk of the financial sector

Improved its profile, which is evidenced

8 Source: DANE (National Administrative Department of Statistics).
9 Includes solely credit institutions.



in portfolio quality indicators (as for
delinquency as for risk profile) which
reached the highest levels in the last 9
yearst It is worth noting that the diffi-
culties encountered by several business-
es of the corporate sector® had an
Impact on the portfolio quality indicators
reaching 11,9%. This becomes particu-
larly relevant in view of the fact that this
segment participates with 54,1% of the
system’s gross portfolio. Similarly, the
financial system has made a consider-
able effort in terms of provisioning,
allowing them to maintain coverage!? in
adequate levels and to protect the port-
folio from additional damage.

Moreover, the impact of provisions on
profitability, was compensated to a large
extent by a better net margin of interests,
which was favored by the expansive
policy of the Bank of the Republic and in
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a fewer proportion, by the valuation of
investment portfolios. The latter, has
been reflected in an increase of nearly
50% in the net result®®, which in turn is
evinced in profitability indicators.

As for the liquidity of the system, the
liquidity risk indicator (LRI) reflects that
credit Institutions have enough liquid
resources to comply with short term obli-
in 2018, low
growth of traditional financial sources

gations®™. Despite this,
(savings and term deposits) was observed,
in line with a low course of portfolios. On
the other hand, the Colombian financial
system encounters a relevant market risk,
given the FED's forecast on interest rate
rise for 2019 and 2020; if this happens at
greater speed than expected, it could lead
to the liquidation of foreign positions and
to the generation of significant devalua-
tion of fixed income securities.

Finally, credit establishments maintained
a moderate internal capital generation,
which is evinced by a basic and total sol-
vency margin of 16,5% and 11,3%?,
respectively; so that regulatory mini-
mum levels of 9,0 % and 4,5% remained
within the average of the past two years.
According to the estimates of the Cen-
tral Bank of Colombia (Banco de la
Republica), the Colombian financial
system maintains high resilience to neg-
ative events, with which, even under
stress scenarios, solvency indicators

would remain above regulatory limits.

Similarly, advances in terms of risk man-
agement and proper Corporate Gover-
nance practices allow the financial
system to rely on the capacity to absorb
endogenous and exogenous shocks.
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10 4.85%: delinquency and 10.11%: risk profile, by the end of
November 2018.

11 Particularly in infrastructure, construction, transportation and
energy sectors.

12 Delinquency Coverage 128.4% and Risk Profile Coverage 61,6%,
by the end of November 2018.

13 By the end of November 2018, the net result was COP 10.14 trillion.

14 ROAA1.70% and ROAE 11,98%

15 Banks (303%), Financial Corporations (301%), Financing
Companies (297.8%) and Financial Cooperatives (272%). Figures as
at September 2018, latest figures available.

16 Figures as at November 2018.

17 The stress scenario comprises a strong local economic down-
turn, difficulties regarding international financing, higher material-
ization of credit risk and foreign investors withdrawal from the
local debt market.



BANCOLDEX
AS ADEVELOPMENT
BANK
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MANAGEMENTAND

ACHIEVEMENTS 2018

In the last quarter of 2017, the Bank established a strategy
focused on stimulating disbursements.

Different main strategic focuses were established to
achieve this purpose, aimed at consolidating Bancoldex
as an instrument of public policy that contributes to busi-
ness growth, provides clearly support to the Colombian
export sector, and offers a strengthen rediscount
scheme and a new line of operations for direct credit.
Similarly, in the mid-term, the Bank was determined to
become the national leader in stimulating and financing
green projects that contribute to the mitigation and
adaptation to climate change and the generation of
clean and renewable energies.

PROMUEVE EL DESARROLLO EMPRESARIAL

Providing special support services to micro-enterprises
was also ratified as a relevant focus for the Bank, and a
policy was designed to strengthen entities dedicated to
provide financial loans to micro-enterprises — EOCM
(Business Finance Institutions for micro-enterprises) —
and to broaden this partner network to serve a larger

number of micro-entrepreneurs throughout the country.

The most important results
of activities in 2018 are
listed below:



DISBURSEMENT
INCREASE

In 2018 the Bank focused on stimulating
disbursement operations, delivering 3/%
more than in 201/. Disbursements
increased from COP 3.5 trillion to COP
481 trillion. This benefited more than
111,000 entrepreneurs nationwide and
surpassed the 79,000 entrepreneurs

assisted the prior year.

To reach disbursement targets, the
Bank
strategy with financial brokers at differ-

Implemented a pre-accession

ent levels and deepened the relations
with relevant stakeholders in the busi-
ness sector such as chambers of com-
merce, trading unions and associations
In order to design new lines of credit to
fit their particular needs.
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Along with the National Government
and the Ministry of Commerce, Industry
and Tourism, the Bank designed differ-
ent credit lines under special conditions,
aimed at supporting the business sector,
such as Competitive MiSMEs and sup-
port lines for micro and small enterpris-
es. In 2018, disbursements operations
carried out through special lines of
credit amounted to COP 1.31 trillion.
2018 was the year when the Bank
received Government and territorial
funding for special lines of credit with
lower rates than commercial rates.

Conversely, correspondent banks
abroad were reactivated; thus,
loans for USD 156 million were
granted in 2018,

STRENGTHENING
MICRO-ENTERPRISES

During 2018, 11 new microfinance institu-
tions joined the EOCM network, account-
ing for /9 entities. This allowed Bancoldex
to reach more micro-enterprises, thus
expanding its coverage in the country.
Likewise, the Bank complied 110% with
the disbursement target in this segment
as it deployed loans to the micro-entre-
preneurial segment for COP 880,355 mil-
lion through 107,593 operations.

STRENGTHENING THE
COLOMBIAN EXPORT
SECTOR

The Bank continued to play the role of
international trade promoter by supporting
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the internationalization of the economy
with an emphasis on market diversification
and making use of opportunities generat-
ed by the FTA. To meet the above target,
COP 1.52 trillion was disbursed to 978
exporting companies.

CAPITALBANCOLDEX
PROGRAM

Through the Capital Bancoldex Program,
2 new commitments were made for
entrepreneurial equity fund investment;
one of them is aimed at having a social
and environmental impact. Additionally,
an existing commitment with the Ameri-
go Venture Pacifico entrepreneurial capi-
tal fund was also extended. In this con-
text, Capital Bancoldex has made invest-
ment commitments for COP 183,777 mil-
lion in 14 multi-sector funds. Thanks to
these investments, resources of COP 1
trillion have been mobilized to 67 Colom-



bian enterprises in different sectors and
stages of growth; resources disbursed by
the Program are multiplied 8.5 times.

ISSUANCE OF SOCIAL
IMPACT BONDS

On May 24th, 2018, Bancoldex issued
COP 400,000 million
Social Bonds, whose demand exceeded
COP 1.2 trillion (417 times the value
offered). Thus,
became the first bonds on the stock

iIn  Bancoldex

Social Impact Bonds

market to offer a social benefit.

The main objective of issuing social
bonds is to promote the financial inclu-
sion of micro- and small enterprises by
focusing on financing rural businesses
and companies owned by women and
victims of the Colombian armed conflict.
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ISSUANCE OF
ORANGE BONDS

In order to provide financial support to
Orange Economy companies in their
startup and growth phases, on Novem-
ber 29th, Bancoldex issued and placed
the first orange bond in the world for
COP 400,000 million. Its demand
reached COP 867,000 million, 2.9 times
the value auctioned.

GREEN GROWTH

The bank financed more than COP
343,723 million through lines exclusively
allocated to green projects for sustain-
able development and energy efficiency
of the business sector. Hence, the com-
pany was able to meet and surpass the
264% target. The Bank also promoted the
policy of no financing means of trans-

port powered by polluting fuels such as
diesel thus setting an example Iin the
financial sector to contribute to the

Improvement of air quality.

NON-FINANCIAL SERVICES

e|n order to complement the range of

non-financial  services offered and
strengthen the portfolio of non-financial
products and services, the implementa-
tion of agreement 392 between Bancol-
dex and the Ministry of Commerce,
Industry and Tourisms was negotiated.
The objective of this partnership is to
offer non-financial services encompass-
ing advisory programs, training pro-
grams, project structuring and produc-
tion of valuable knowledge to promote
the strengthening of business networks

in the country and its regions.
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*The Institutional Strengthening Program
was developed for entities whose pur-
pose is to provide micro-credits; /3 enti-
ties and 433 officers in 20 cities were
benefited by this program. During this
phase of the program, different activities
(workshops, virtual courses, seminars and
video conferences) on risk management,
strategies, secured transactions and cor-
porate government were conducted.

eDuring the first semester of 2018, the
‘Strengthening of Regional Capacities’
Program was executed in partnership with
the Chamber of Commerce in Barranquil-
la. 15 companies obtained specialized
consultancy services (6 companies on
competitive strategies and 9 of them on
corporate government) and 10 local con-

sultants built their capacities in these areas.



eMore than 260 entrepreneurs received
Virtual
Campus on costs, price fixation, market-

training through  Bancoldex

INng and customer service.

eDatlas Colombia was strengthened
through the inclusion of information on
the agricultural sector (one of the most
Important sectors with the highest poten-
tial in the country). The report Intelligent
Diversification: possibilities of diversifica-
tion and refinement of the metal-me-
chanic industry in Colombia, based on
Datlas information, was published in con-
junction with the Chamber of Commerce

of Cartagena and Ruta N of Medellin.

eAccompaniment to 14 companies
through the Delta Program was con-
cluded. These companies were able
not only to structure projects for cor-
porate growth with technological and
Innovation development components
worth over COP 30,000 million but also
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to apply to the tax-saving instrument
managed by Colciencias.

*The
structuring

‘Accompaniment program  for

sustainable  development
projects” was designed and launched.
The program seeks to ensure that 11
companies from different cities of the
country have the necessary specialized
technical equipment to conduct the
technical and financial assessment of
markets in order to validate the feasibility
of their projects and activate their invest-
ment decisions. This accompaniment is
expected to contribute to the establish-
ment of a Green Bank whose purpose is
to serve as a reference for companies and
interested  in

entities replicating or

strengthening these types of investments.

*The "Buenaventura Action” program was
developed through a partnership among
Bancoldex, the Ministry of Commerce,
Industry and Tourism (MinCIT), Los Andes

University and the Chamber of Com-
merce of Buenaventura. Itis an action pro-
gram focused on generating productive
transformation in three prioritized chains
iIn the area: Port-Logistics, Tourism and
Cocoa, through the implementation of
management models such as the Sustain-
able Enterprises Network (RedES-CAR),
and the Sustainable Agribusinesses (MAS).

36 companies of the port-logistics and
tourism sectors joined the program,
which resulted in 33 project proposals for
cleaner production processes. Similarly,
38 cocoa productive units of Associa-
tions and Community Councils also par-
ticipated in the program. These produc-
ers received technical and managerial
training and were connected to markets
by introducing them to potential clients
and by participating in trade fairs.
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REGIONALADVISORY
COUNCILS

In order to bring the Bank's management

closer to regions, Regional Advisory
Councils were created in Cali, Barranquil-
la, Bucaramanga, Medellin and the Coffee
Zone during the first quarter of the year.
Such councils are made up of recognized
businessmen from each region and are
directed at responding -in a differentiated
manner- to the needs of each of these
areas by quiding the Bank's decision

making process in the regions.

These spaces have provided Bancoldex
with greater and better understanding of
the economic and cultural dynamics of
the region; thus, more suitable products
and services have been developed. The
Bank has had access to the entire con-
tact network of companies and institu-
tions involved and has obtained special



support in the implementation of its region-
al strategy. During 2018, 10 sessions of the
Regional Advisory Councils were held.

CONCESSIONAL FINANCING
AND INTERNATIONAL
NON-REIMBURSABLE
RESOURCES

During 2018 the Bank made progress on
the execution of the resources of the
Inter-American Development Bank (IDB)
with the Clean Technology Fund (CTF) for
energy efficiency projects and non-con-
ventional renewable energies in non-in-
terconnected areas.

Progress was also made in the negotia-
tion of a credit program between KfW
Germany and Bancoldex for USD 100
million aimed at financing green growth.
Additionally, the Bank has worked along
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with the European Investment Bank in
the structuring of a credit line of approxi-
mately EUR 100 million. A percentage of
the amount financed is expected to be
directed to credit operations for MiSMEs
located in

and large companies

post-conflict or stabilization areas.

Within the framework of the accredita-
tion process by the Green Climate Fund
(GCF), Bancoldex obtained a first posi-
tive response from the Fund after
reviewing the supporting documents;
the Bank will be able to move forward on
the accreditation process which, upon
completion, will provide Bancoldex with
concessional and non-reimbursable
financial resources for green operations.
Additionally, during 2018, resources
from technical and non-reimbursable
financial assistance initiatives were man-
aged with international entities to sup-
port the Bank's strategic undertakings in

order to structure environmental impact
projects, strengthen microfinance and
the orange economy and bridge the
existing gaps to access more sophisticat-
ed international sources of financing.

INSTITUTIONAL
OPTIMIZATION

In 2018, changes were made in the orga-
nizational structure to achieve greater
operability by adjusting the requirements
posed by the strategy.

Throughout 2018, some positions were
eliminated as a result of structure effi-
ciency adjustments and some vacan-
cies that were not filled. The adjust-
ments in the structure generated sav-
ings of COP 2,100 million.

The
changed its organization to platforms; 5

Commercial vice-presidency
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new specialized groups were formed to

attend: a) financial intermediaries; D)
business banking; c) special businesses;

d) microfinance and e) marketing.

Similarly, the following changes were
made in the organizational structure to
make it more efficient:

« Relocation of the Capital Funds Department
to the Financial Vice-presidency.

« Relocation of the Consulting and Training
Office to the Strategic Planning Management.

« Relocation of the Document Management
Process to the Operations Department.

« Relocation of the Administrative Services
Department to the General Secretariat.

Onthe other hand, in order to approach the
direct credit new business line, the structure
of the Risk Vice-presidency was adjusted.



The Directorate of Direct Credit Risk was
created; staff members with specific skills
to conduct risk analysis for this type of
credit were hired. A human resources team
was also added to the Strategic Planning
Management Office to measure the impact
and the results of the programs carried out.

SAVINGS ACCOUNT

In December 2018, Bancoldex launched
Institutional Savings Accounts; as a result,
part of the liabilities in Term Deposit Cer-
tificates and Bonds will be replaced and
the Bank s short-term funding condi-
tions will be improved.

Lastly, in December the Bank launched a
new website. This webpage is designed
to provide entrepreneurs, financial bro-
kers and the general public with the
opportunity to learn about the products
and services the Bank offers.
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COMPLIANCE WITH COMMITMENTS AS CONTAINED
INTHE SECTOR STRATEGIC PLAN (PES) BY THE
MINISTRY OF COMMERCE, INDUSTRY AND
TOURISM (MinCit) - 2018

During 2018, Bancoldex participated in the financial strategy

which is part of the Sector Strategic Plan led by the MinCit, with

the following initiatives:

/ PES Strateqy

Financing:

Initiative: Disbursement to increase the produc-
tivity of micro-enterprises.

Deliverable: disbursements (credits) of COP 539,
896 million to increase the productivity of
micro-enterprises.

Progress: during 2018, Bancoldex disbursed
credits for COP 880,355 million; 165% compli-
ance of the target was achieved. The outstand-
ing results for this indicator were achieved
thanks to the permanent provision of credit lines
for this business sector, such as the “Competi-
tive MISME" credit line.

Initiative: Operations conducted by export com-
panies that are beneficiaries of Bancoldex
financial products.

Deliverable: 1500 operations conducted for
export companies that are beneficiaries of Bancol-
dex financial products.

Progress: for 2018, Bancaldex had set the target
of conducting 1,500 operations for export compa-
nies. At the end of 2018, the Bank had completed
1977 operations, thus, achieving 132% compli-
ance of the target.

Initiative: Disbursements to export companies
that are beneficiaries of Bancoldex financial
products .

Deliverable: COP 1 trillion disbursed to export
companies that are beneficiaries of Bancoldex
financial products.

Progress: During 2018, COP 1. 41 trillion were
disbursed to companies that carry out foreign
trade transactions, achieving 141% compliance of
this indicator.
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COMPLIANCE OF
SINERGIA" GOALS
FOR2018

Operations of export companies that
are beneficiaries of Bancoldex financial
products: throughout the year, 1,977
operations were disbursed worth COP
1,41 trillion; 950 export companies
were benefited and the period goal was
met by 132%. The Bank's goal for 2018
was to disburse 1,500 operations to this
corporate segment.

For the four-year period between 2015
and 2018, 5,700 operations with export
companies were considered the goal. At
the end of this period 6,287 operations
worth COP 4.97 trillion had been per-

18 Goal System set by the Government of Colombia. Through this
System, the Government and citizens can follow up -in a detailed
manner- social and economic policies within the framework of
the Development National Plan.
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formed, achieving 110% compliance of
the established goal.

Investment  Commitment in  Private
Equity and Entrepreneurship Funds:
Bancoldex goal of investment commit-
ments in capital funds through its pro-
gram “Capital Bancoldex” for 2018 was
COP 126,343 million.

During 2018, resources for COP 183,777
million in 14 equity funds were pledged.
Consequently, 145% compliance of the
goal was achieved, hence, expected
results were widely exceeded.

BANCOLDEX
AS PROGRAM
MANAGER
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OPPORTUNITY BANKING
INVESTMENT PROGRAM

The Opportunity Banking Investment
Program was created by Decree 30/8 of
September 8, 2006, and incorporated in
Decree 2555 of 2010. The objective of
this program is to promote access and
use of financial services to low-income
families; micro, small and medium com-
panies; and entrepreneurs. The program
executes the Financial Inclusion Strategy
adopted by the Intersectoral Committee
on Financial Inclusion, created by the Na-
tional Governmentin 2016. This program
IS managed by Bancoldex.

Over the past year, important milestones
regarding financial inclusion have been
reached. In terms of financial coverage,
the availability of at least one point of
access in each of the 1,102 Colombian



municipalities was maintained, and frag-
ile coverage occurred in only 5 munici-
palities. The financial inclusion indicator
-that measures the percentage of adults
with access to formal financial services-
went from 80.1% to 81.3% between De-
cember 2017 and September 2018. As for
microcredits, 1,786,526 worth COP /.46
trillion were granted by September 2018.

In order to reach these milestones, Op-
portunity Banking worked on three differ-
ent fronts: projects for financial inclusion
and financial education focused on the
most vulnerable population and MiSMEs
in the country, as well as follow up and
monitor the status of financial inclusion
through its different reports and studies.

In 2018, six strategic financial inclusion
projects were executed. Border Regions
with Venezuela is one of the abovemen-
tioned projects which accomplished the
inclusion of more than 15 thousand new
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people into the financial system. Carried
out in partnership with the Desjardin
Canadian cooperation, another project
fostered credit for small business. Anoth-
er one provided financial services for
pensioners.

Within the framework of the National
Strategy for Business and Financial Edu-
cation, the Opportunity Banking program
developed an articulated and coopera-
tive relation with public entities in order to
develop content, materials and method-
ologies focused on vulnerable popula-
tion and MISMEs; it also carried out train-
iINng programes for trainers.

Regarding the follow-up
and monitoring of the status
and evolution of financial
inclusion in the country:

i) the Annual Financial Inclusion Report of 2017
was redesigned and published;

ii) results of the second Study on Demand in
Financial Inclusion 2017 were published;

RISK
RATINGS

iii) results of the first Study on Demand in
Financial Inclusion -Insurance were published:;

iv) the four Financial Inclusion Quarterly
Reports were redesigned and published;

v) reports published at the Opportunity Banking
web site were strengthen and adjusted;

vi) our technical publications were distributed
in specialized magazines and websites;

vi) complementary financial inclusion reports
were produced.

PROMUEVE EL DESARROLLO EMPRESARIAL

In 2018, Fitch Ratings confirmed the local
ratings of F1+ and AAA awarded to
Bancoldex for the short and long term
respectively, with a stable outlook. As far
as BRC Standard & Poor's is concerned,
the AAA rating for the long term and the
BRC 1+ rating for the short term were
confirmed in February 2018.

As regards foreign currency rating, Fitch
Ratings Inc. maintained the BBB rating
with a stable outlook. This was based
on the sovereign rating of the Republic
of Colombia by this Rating Agency in
November 2018.



FINANCIAL
MANAGEMENT

The 2018 term was characterized as a
year when the financial system continued
to adjust to the economic impacts expe-
rienced since 2014. This process has led
to the materialization of credit risk, a
reduction in profit generation due to the
existence of greater provisions, as well as
stagnation in portfolio growth.

However, the performance of Bancoldex
was different to that of the sector. Loans
granted represented COP 4.81 trillion,
thus, the budget target was fulfilled by
101%. The
increased 18% compared to the previous

portfolio net balance
year. This increase was leveraged by
labeled bond issuances, Term Deposit
Certificates oriented towards the short
end of the curve (taking advantage of the
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reduced market spreads for such terms)
and synthetic COP/USD
structuring (short-term Swap) through

transaction

which the Bank obtained pesos at com-
petitive rates together with the strategy to
reduce funding costs.

In addition to the above, Bancoldex
updated the internal credit risk assess-
ment model for the rediscount portfolio
which enabled the release of provisions,
therefore reflecting the best risk profile of
its main clients. These factors led the
Entity to generate net profit of COP
107,633 million, which not only meets
the budget for the year by 116% but also
sets a record in the history of the Bank.

Despite good commercial management
In terms of disbursements, the total credit
portfolio showed a reduction of COP
10,535 million (7%) in the net interest
margin compared to the previous year.

This
following factors:

reduction is explained by the

eReduction in the average loan term: vol-
atility in the exchange rate plus the
increase in the FED reference rate affect-
ed the demand for foreign currency
resources in the long term. As a conse-
gquence of the foregoing, operations
disbursed in foreign currency were con-
centrated on the short term (95% of all
operations), which caused a reduction in
the interest income of this portfolio linked
to lower loan spreads.

e[ncrease in the cost of resources of Mul-
during 2018, the
Inter-American Development Bank (IDB)

tilateral  Banking:
Increased the cost of credit disbursed at a
regional level. This variation in the deposit
interest rate, in addition to the weight of
the resources with this multilateral bank,
resulted in an increased cost of mixed
foreign currency resources and, there-
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fore, in the reduction of the net interest
margin of this business.

As far as the investment portfolio is con-
cerned, it presented 91% budget fulfill-
ment of the financial margin. This perfor-
mance must be highlighted considering
that the bond market was characterized
by a global situation of rising rates.

Given the complex local and internation-
al context, the management of the Bank's
interest rate portfolios focused on main-
taining an investment amount close to
COP 900,000 million, with short duration
and concentrated on highly-liquid stocks
and shares enabling greater portfolio
rotation, which is necessary to achieve
results for the year.

The following initiatives are highlight-
ed among those implemented in finan-
cial management and Capital Funds
management during 2018:



eStructuring and issuance of the first
Social Bonds in Colombia, an initiative
funded by the State Secretariat for Econ-
omy Affairs of Switzerland (SECO) and
with the technical support of the IDB.
The issuance, worth COP 400,000 mil-
lion, achieved demand equivalent to 4.2
times the auction value and attracted the
interest of 402 investors. By issuing social
bonds to fund loans from micro and
small enterprises to vulnerable groups in
Colombia, Bancoldex is promoting a
fairer and more inclusive society,
Improving the quality of life of vulnerable
citizens and supporting economic
growth and the fulfilment of the Sustain-

able Development Goals.

eStructuring and issuance of the first
Orange Bonds in the world; this initiative
received technical support from the |IDB.
The issuance made in November 2018
for COP 400,000 million achieved
demand equivalentto 2.9 times the auc-
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tion value and attracted the interest of
322 investors. The resources of these
bonds are aimed at credit lines for com-
panies of the creative and cultural
industries in Colombia.

eDue to the reduced demand for credit in

dollars in the long term, Bancoldex
received approval from the Board of
Directors and the Ministry of Finance and
Public Credit (as debt guarantor) to carry
out a debt management operation for the
last individual loan signed on October
18th, 2018 with the IDB for USD 90 mil-
lion. Conversion of credit into local cur-
rency will enable the Bank to improve its
funding structure since this adjusts the
financial conditions of liabilities to the
needs of Bancoldex and to the portfolio
demand, which results in optimization of
the credit lines with the correspondent
bank and access to funding in pesos in

more favorable conditions.

°In August 2018, the first Green Bonds
report was carried out, thereby comply-
ing with the investors who, in 2017,
trusted in the Bank's ability to direct
these resources to credit lines to finance
business projects with a positive envi-
ronmental impact.

°In June 2018, a loan agreement worth
USD 35 million was signed, under com-
petitive conditions, with the Official
Credit Institute of Spain (ICO) in order to
promote Spanish investment in Colom-
bia and foreign trade between the two
countries, launching a special credit line
directed towards assisting companies
that fulfill these conditions.

*The Bank, through the Bancoldex Capi-
tal program, decided to broaden its
investment in venture capital by estab-
lishing two new investments: i) it signed
the investment commitment for the
Acumen social-impact venture capital
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fund, which
target market; and i) preapproved an

includes Colombia as a

investment commitment in the ALLVP
venture capital fund, whose investment
thesis is based on technology ventures
for health, finance, digital consumption
and intelligent cities services; with a
strong investment focus on Colombia.

The main financial results for
2018 compared to the previous
year are presented below:



ASSETS
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Compared to December 201/, the Bank's assets
displayed growth of COP 1.57 trillion (23%). During 2018,
levels of credit placement reached COP 4.81 ftrillion,
making it possible to increase the gross portfolio balance
by COP 940,689 million compared to the previous year
(17%). Additionally, it is important to highlight that the
level of portfolio provisions fell by COP 39,709 million as
a result of the changes to the provisioning model for the
rediscount portfolio. These two factors place the varia-
tion in the net portfolio balance at COP 980,397 million
(18%) when compared to the end of the previous year.
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On the other hand, the Bank's liquidity represented in
available and portfolio investments also registered growth
of COP 387,928 million, which can be explained by the
liquidity generated by the issuance of orange bonds at the
end of November 2018, as well as the disbursement of
the IDB loan at the end of December, worth USD 90 mil-
lion, which will be converted into pesos in 2019.

]
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Compared to December 201/, the Bank's liabilities
increased by COP 1.57 trillion (29%). This growth can be
explained by the increased acquisition of resources with
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correspondent and multilateral banks; worth COP 1.14
trillion, which fulfills the use of quotas to meet the Bank's
total credit demand. In addition to the above, resource
acquisition in pesos showed a COP-289,699-million
INncrease as a result of the maturity of Certificates of Depos-
it worth COP 522,504 million and the issuance of Social
Bonds and Orange Bonds worth COP 800,000 million.

EQUITY

COP MILLIONS
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The equity of the Bank increased by COP 3,247/ million
compared to December 2017/. This result can be

explained by the following factors:

«Greater income accumulated in the period worth COP
24,768 million.

«Reserve increase of COP 2,844 million.

«Reduction of surplus by COP 24,365 million as a result
of the investment portfolio which affects other compre-
hensive income (OCI) in a context of increasing rates.



FINANCIAL MARGIN
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The gross financial margin for 2018 presented a reduc-
tion of COP 27,501 million (12%) compared to the previ-
ous year. The correction in the bond market in pesos,
followed by a slowdown in the demand for long-term
resources (both in pesos and dollars) explain the negative
variation in this figure compared to 2017.

BANCOLDEX

In terms of the net interest margin, the portfolio in pesos
accessed more competitive resources thanks to the way
the bank managed funds thus mitigating some of the lower
revenues received as interest. As far as the foreign currency
portfolio is concerned, both placement and funding had a
negative effect on the net interest margin generated.
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PROFIT
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The accumulated profit at December 2018 (COP 107,633
million) was COP 24,768 million greater than the accu-
mulated profit in the same period of 201/. Despite the
correction presented by the bond market in pesos which
to a large degree explains the decrease in the gross
financial margin, the movement of portfolio provisions
showed a reimbursement of COP 40,456 million more
in comparison to the previous year; enabling growth of
COP 12,955 million in the net financial margin.

The policies implemented in 2018 to improve efficiency
and contribute to expenditure austerity are reflected in
the reduced level of operating expenses which, com-
pared to 2017, decreased by 5% (COP 3,625 million).
This is coupled with the reduced levels of spending in
taxes (COP 7,279 million), which contributed to greater
profit generation in 2018

19 Due to reduced equity tax.



RISK
MANAGEMENT

CREDIT
RISK MANAGEMENT
SYSTEM (SARC)

During 2018, Bancoldex continued to
strengthen the credit granting and moni-
toring process for the different types of
debtors, especially those relating to busi-
ness direct credit. Thus, some adjust-
ments were made to the policy frame-
work for direct credit to companies and to
the methodology and policies regarding
structured credit assessment within the
financial and environmental components;
and structured credit policies and meth-
odologies were established. This was
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accompanied by the creation of a direct
credit management unit for companies.

On the other hand, in line with the imple-
mentation of the IFRS 9 standard, expect-
ed loss estimation models were reviewed
and adjusted for all customer segments
and the methodology for calculating pro-
visions was adjusted. Regarding financial
iIntermediaries, both national and interna-
tional, periodic monitoring of customers
continued to be carried out, among
others, based on risk rating and early

warning system models.

MARKET
RISK MANAGEMENT
SYSTEM (SARM)

The periodic review process of market
risk limits, which responds to the changes

in the Treasury's business model, was
made in the first quarter of 2018. The
market risk limit update was set in accor-
dance with the vocation and business
model of portfolios.

Moreover, as a result of the on-site
Inspection carried out in the second half
of 2018 by the Financial Superintendence
of Colombia in order to assess the liquidi-
ty management and the Bank's market
and liquidity risk management, a work
schedule which finalizes the first quarter
of 2019 was established.

Among the activities
listed in the plan, which
finalized at the end of

2018, the following
aspects are highlighted:
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*Definition of a procedure to validate the
suitability of the value at risk estimation
results of the portfolio, which are
obtained from applications used by the

Bank to perform such measurements.

*The backtesting validation model was
reviewed and adjusted to complement
the methodology for measuring the
value at risk. This will allow capturing the
materiality and validity of the failures that

may occur in the internal model.

eActivities to define appetite, tolerance
and capacity for market risks were per-
formed in order to set the Risk Appetite
Framework (RAF) for Bancoldex, whose
overall objective is being the link between
the business strategy, the risk manage-
ment system and the operational man-
agement of the Bank in such a way as to
ensure the achievement of the stated
objectives in an efficient way.



LIQUIDITY
RISK MANAGEMENT
SYSTEM (SARL)

The liquidity risk appetite framework was
defined in 2018 at an individual level,
including definition of metrics under
which limits are established regarding the
strategic objectives of the Entity.

Moreover, in order to address one of the

recommendations after the on-site
inspection carried out in the second half
of 2018 by the Financial Superinten-
dence of Colombia, the Liquidity Con-
tingency Plan (PCL in Spanish) was
updated with the inclusion of qualitative
variables to activate the foresaid Plan
directly. Furthermore, the temporary
liquidity supports (ATL) with the Central
Bank were included as a funding strategy

since Bancoldex already implemented
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the dematerialization process of portfo-
lio promissory notes.

In the context of the Savings Account
product, limits and alerts required to
manage the volatility and concentration
of Investors who capture resources
through this product (MRP, Concentra-
tion by depositor, concentration of liabili-
ties) were submitted for approval by the
Board of Directors. Also, a minimum
amount was defined for the portfolio of
liquidity support so that Bancoldex may
keep a ‘cushion” to

liquid resource

address unexpected withdrawals of

resources in a timely manner.

OPERATIONAL
RISK MANAGEMENT
SYSTEM (SARO)

The risk self-assessments and controls
were employed in 2018 to review all of
the Bank's operational risks and con-
trols. Likewise, event management was
used as a complement to the update of
process operational risk maps. This
made it possible not only to implement
action plans which addressed specific
and cross-cutting issues related to pro-
cesses but also strengthen controls

within the organization.

The Monitor Plus tool was adjusted and
refined. It enables monitoring transaction
fraud in the Savings Account product.
Additionally, the governance model to
manage potential fraud events in savings
accounts was implemented.

Regarding the detection phase of poten-
tial fraud and corruption situations,
Bancoldex ethical line remained avail-
able to the Bank and its stakeholders;
plus, the policies and a transactional
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fraud management model have been
developed.

Work on key risk indicators (KRIs) was
completed in order to strengthen syner-
gies with Bancoldex subsidiaries, Arco
and Fiducoldex in regards to the Opera-
tional Risk Management System (SARO).
SARO is currently fully aligned with the
three entities.

INFORMATION
SECURITYAND BUSINESS
CONTINUITY (SGSI)

The Cyber-security Risk Management
System was strengthened in 2018 in
coordination with Bancoldex subsidiar-
les as part of the synergies and risk anal-
ysis of the conglomerate, thereby fulfill-
ing Cyber-security regulations at a 100%.
Bancoldex also participated in the work



groups, thus following the industry,
trade and tourism guidelines on critical

infrastructure of the country.

As far as business continuity is con-
cerned, the project to update the Busi-
ness Impact Analysis (BIA) of Bank pro-
cesses was completed, and new guide-
lines were established to adjust opera-
tional and technological strategies.

CONGLOMERATE
RISKMANAGEMENT
SYSTEM

The Bank Administration continued to
strengthen its alignment with its subsid-
laries in the areas of risk management
and it reinforced the monitoring frame-
work for the foresaid entities. Thus,
within the 2018 framework of general
and specific risk policies, the conglom-
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erate made progress in the areas of defi-
nition and adjustment of risk appetite,
risk tolerance and capacity for credit,
market, liquidity and operational risks,
the definition of Key Risk Indicators
(KRIs), the construction and alignment of
the Strategic Risk Management System,
and the update of the assessments of risk
factors of Asset Laundering and the
Financing of Terrorism such as jurisdic-
tion and economic activities. Similarly,
the Bank continued to strengthen its par-
ticipation in committees related to risk
management in its subsidiaries.

The risk management consolidation
process at individual and conglomer-
ate levels will continue to be consoli-
dated during 2019.

ASSET LAUNDERING AND
FINANCING OF TERRORISM
RISK MANAGEMENT (SARLAFT)

Throughout 2018, Bancoldex continued
to implement and maintain SARLAFT to
prevent and mitigate the risks of asset
laundering and financing of terrorism
(AL/FT) in the operations it performed and
to strengthen such system. The Bank also
updated the SARLAFT Handbook with a
policy and methodology to assess AL/FT
risks according to economic activities,
identification and analysis of unusual
operations, warning signs, operation
monitoring methodologies and segmen-
tation of risk factors, as well as the techno-

logical infrastructure to support SARLAFT.
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Similarly, the new Advanced Compliance
(ACRM)
deployed with customer profiling and

Risk  Manager System was
customer and transaction monitoring. It
included Phase | products and progress
was made in developing and testing
Phase Il products. The control application
was updated to counteract reported
AL/FT activities; and it includes new func-
tionalities and an interrelation with the
banking core and the new monitoring
system. SARLAFT training was also carried
out with Bank officials concerning the
updates to the system and the handbook,
customer knowledge due diligence,
cases and irregularities and alert manage-
ment, as well as AL/FT risk prevention

workshops for microcredit entities.

Moreover, the AL/FT risk profile was
updated and monitored based on risk
factors, associated risks and the Bank's
consolidated balance sheet. Both inher-
ent and residual risks were considered



and the latter remained at the level
approved by the Board of Directors.
Finally, all mandatory reports on SAR-
LAFT and the specific requirements of
different

addressed in a timely manner.

relevant authorities were

SYSTEMTO

COMPLY WITH FATCA

(FOREIGN ACCOUNT TAX

COMPLIANCE ACT) AND CRS
(COMMON REPORTING STANDARD)

Under the 2018 provisions of FATCA, the
Bank maintained its status as a Foreign
(FFI)
before the Internal Revenue Service (IRS)

Financial Institution participating
of the United States. The Bank completed
the update of FATCA due diligence of the
intermediaries and financial institutions
the Bank kept links or operations with;

and responses were given to the require-
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ments from other local and international
financial entities concerning FATCA and
CRS (Common Reporting Standard) of
the OECD (Organization for Economic
Cooperation and Development).

INTERNAL
CONTROL SYSTEM

Bancoldex' Internal Control System (SCI)
IS based on applicable models and cur-
rent practices in Internal Control (Internal
Control within  MIPG2°, CIC (Internal
Accounting Control) and COSO (Com-
mittee of Sponsoring Organizations), as
well as on the provisions of the “Internal
Control System” for financial institutions
supervised by the Financial Superinten-
dence of Colombia, in the Basic Legal
The
model aims for permanent improvement

Circular Letter. Internal Control

of the organization, seeking to optimize
and develop best practices in different
processes, elements and components of
the management systems, particularly
the Risk Management, Quality, Preven-
tion and Security systems.

As a result of the Financial Audit conduct-
ed by the Office of the Comptroller Gen-
eral (CGR) during the first half of 2018
regarding the 2017 term, this supervisory
body issued an “unqualified opinion” on
the Financial Statements of the Bank. It
rated the financial internal control with a
score of 1.34, corresponding to the "Effi-
cient” category, demonstrating the suit-
able design and effectiveness of the con-
It rated
budget execution as "Reasonable’, con-

trols in the financial process.
firming that the programming and execu-
tion of the budget for the audited period
complied with budgetary regulations. On
the basis of accounting and budgetary

considerations, the CGR closed the
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Bancoldex Tax Account for the 2017 term.
Additionally, the CGR verified the effec-
tiveness of the Improvement Plan by
comparing the accounting and budget-
ary findings of previous terms, conclud-
INg that "the effectiveness of actions pro-
posed by Bancoldex was 100%".

According to the methodology of the
General Accounting Office of the Nation
(CGN) (Resolution 193 of 2016), in the 2017
term evaluation, the Internal Accounting
Control System was rated as “Efficient” and
obtained a score of 4.83 out of 5.

During the year, the Bank was visited by
other control bodies: by the Financial
Superintendence of Colombia, regarding
specific matters related to liquidity and
trade risk management; by the Stock
Market (AMV),
regarding aspects related to the preven-

Self-Regulating Body

tion, detection and control of potential
manipulative practices in the foreign

20 MIPG: Integrated Planning and Management Model, Decree
1499 of 2017.



exchange market, fulfilment of obliga-
tions to customers, managing conflicts of
interests, internal control and certification
duties, documentation and operations
recording; and by the General Archive of
Colombia, in inspections aimed at verify-
ing all aspects related to the current
archival standards, transparency law and
other regulatory provisions, under
Decree 1080 of 2015. Relevant action
plans derived from these inspection, sur-
veillance and control exercises have been
properly executed by the management
with the knowledge and monitoring of
the Audit Committee.

In 2018, the
Office of the Bank, which manages the

Internal  Comptroller’s
Internal Audit process, executed the
Annual Audit Plan in accordance with the
risk-based priorities approved by the
Audit Committee of the Board of Direc-
tors. Risk-based control evaluations were
performed using management systems
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and processes, as well as verifications of
compliance with the strategic and oper-
ative actions of the entity.

The Audit Committee of the Board of
Directors was kept informed on the rec-
ommendations and opportunities for
iImprovement resulting from the Internal
Audit management. The Committee was
aware of the impact of each of them and
took part in results monitoring for the
corresponding improvement actions
plans, enabling verification of the adop-

tion of these recommendations.

At the end of 2018, neither the Adminis-
tration nor the internal or external Bank
control bodies nor the Audit Committee
detected fraud, malicious mistakes or
manipulations of the financial information
prepared and provided by the Bank. No
significant weaknesses that might com-
promise the effectiveness of the Internal
Control System were reported either.

LEGAL STATUS
OF BANCOLDEX

At the end of the 2018 financial term,
Bancoldex maintains its legal regime as a
Colombian mixed-economy company. It
is affiliated to the Ministry of Commerce,
Industry and Tourism, organized as a
credit establishment and is not assimilated
to the regime of industrial and commer-
cial companies of the State, regardless of
the State’s share in its capital. However,
despite its nature as a public entity,
Bancoldex maintains a Private Law legal
regime regarding its transactions and
contracts, in accordance with the regula-
tory and legal provisions governing this
area, enabling it to be competitive in activ-
ities to support entrepreneurs financially.

On the other hand, on the date of this
report, Bancoldex, along with Fiducol-
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dex, the Central Bank of Colombia and
the Ministry of Foreign Affairs, is involved
in five ordinary labor lawsuits filed by
Assistants, Associates and Directors of
the Colombian overseas trade offices,
who rendered services between 1967
and 1992. During 2018, a final verdict was
reached for two of the five cases, and
one (1) new case was filed during the
second half of the year. These cases seek
the recognition of pension contributions
by the aforementioned entities.

Finally, and without prejudice to the
requirements established by the Asset
Laundering and Financing of Terrorism Risk
Management System, it shall be recorded
that Bancoldex administrators did not
hamper the free movement of invoices
issued by providers. The aforementioned
statement is recorded under the terms set
forth in Article 87, Paragraph 2 of Law 1676
of 2013, "which promotes access to credit
and outlines rules on secured transactions’,



complemented by Article / of Law 1231 of
2008 "which unifies the invoice as a title
value as a funding mechanism for micro,
small and medium-sized entrepreneurs
and enacts other provisions'

CORPORATE
GOVERNANCE

Complete information concerning the
Bank's corporate governance can be
found in the Annual Corporate Gover-
nance Report. This document is an inte-
gral part of the present annual report and
IS available on the Bank's website under
the link “Information of interest to share-
holders and investors”.

In accordance with best corporate gov-
ernance practices, the dynamics of the
Board of Directors was redesigned, cen-
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tering its discussions on strategic

aspects of the Bank.

Similarly, in response to the recommen-
dations of the Corporate Governance
Committee, a third-party evaluation was
performed in order to evaluate the Board
of Directors as a collegial body in terms of
the efficiency of its meetings and best
practices. The results of this evaluation
were highly satisfactory.

SOCIALAND
ENVIRONMENTAL
SUSTAINABILITY

Bancoldex has a Social and Environmental
Risk Management System (SARAS), adopt-
ed by the Board of Directors, to identify
and evaluate the social and environmental

risks of credit operations, as well as to
establish mitigation measures to minimize
potential losses arising from them.

In that sense, in its present and future activ-
ities, Bancoldex supports the growth of the
Colombian business sector by working for
the protection of the environment and the
welfare of society. It favors the rational use
of natural resources in its operations in
order to generate the lowest environmen-
tal impact, and it designs financial and
non-financial products aimed at mitigating
and adapting to climate change and gen-
erating social benefits.

In 2018, the Board of Directors decided
not to finance the acquisition of vehi-
cles that increase pollution in cities by
using fuels that produce greenhouse
gases and atmospheric pollutants,
mainly the particulate matter associated
with diesel combustion. Instead, the

Board decided to use funding to boost
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the adoption of clean energy sources,
such as gas and electricity.

The foregoing is framed within the Bank's
decision to adopt green financing prac-
tices that lead to the generation of a port-
folio focused on financing technologies
with the highest environmental stan-
dards, in accordance with the best inter-
national practices for the urban public
transportation sector.

Within the framework of the initiatives
promoted by the National Government
to raise standards in transparency, infor-
mation disclosure, prevention of cor-
ruption and promotion of human rights
in state entities, the Bancoldex Board of
Directors adopted the public statement
of respect for Human Rights, in accor-
dance with the parameters provided by
the General Directorate of State Hold-
iIngs. This statement can be found on
the Bank's website.



Moreover, the Sustainability Report for
the 2017 financial term was published. It
was produced under the guidelines of the
Global Reporting Initiative, GRI, Standard
version, in its essential option. It provides
continuity to the last report published, for
the 2015 - 2016 financial terms; by
means of it, the Bank's interest groups
may  compare the progress of the
Bancoldex strategy in terms of the main
and social

economic, environmental

results for the two terms mentioned.

The content of the report was the result
of the materiality analysis carried out by
the Bank through questionnaires direct-
ed to its own interest groups. The full
document can be found on the Bank's
website through the "Commitment to
Sustainability” link.
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TRANSACTIONS WITH
RELATED PARTIES

SUBORDINATES

On the date of this report, the Bank
ensures that its operations are duly
implemented in accordance with appli-
cable regulations. The operations per-
formed by the Bank with its partners and
administrators comply with the general
policies of the institution. These opera-
tions are duly specified in note 30 (related

parties) of the financial statements.

The Bank did not perform transactions or
operations with partners or managers
with different characteristics to those
performed with third parties, nor did it
provide free or compensated services, or
interest-free loans or any compensation,
except those related to employment,
governed by articles 152 and 153 of the
Substantive Labor Code.

Fiducoldex,
31, 1992,
mixed-economy limited company, In

incorporated on October
is a Colombian indirect
which Bancoldex owns an 89.92% share.
Arco Grupo Bancoldex is an indirect
mixed-economy company, which is not
attached to or affiliated with any Ministry
and it is similar to an industry and com-
mercial State-owned enterprise, in which
Bancoldex has an 8/.45% share.

Over the course of 2018, the Bank carried
out direct administration operations with
Fiducoldex such as contracting the global
banking policy and the continuation of
the project to align Bancoldex and its
subsidiaries. Additionally, Fiducoldex divi-
dends were received for the 2017 finan-
cial term and, as of 201/, the Fiduciary
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was to administer the following special
programs: Business Growth Manage-
ment Unit — Innpulsa, and the Productive
Transformation Program previously man-
aged by Bancoldex. It is worth noting that
Fiducoldex is the administrator of the
Aureos Colombia FCP Private Equity

Fund, in which Bancoldex is an investor.

Moreover, during 2018 the bank per-
formed credit portfolio operations, trea-
sury operations and administration oper-
ations with Arco Grupo Bancoldex. The
operations were related to the global
banking policy and the project to align
Bancoldex and its subsidiaries. Addition-
ally, the General Shareholders Meeting
approved share capitalization of the profit
generated in 201/, for which Bancoldex
received 838,424 shares.

Bancoldex keeps a framework agree-
ment for shared services with Fiducoldex
and Acro Grupo Bancoldex. The agree-



ment seeks to take advantage of the syn-
ergies between the Bank and its subsid-
laries provided it does not imply, in any
case, the delegation of its professional
capabilities.

Progress was made in the following
activities within the alignment framework
of Bancoldex and its subsidiaries during
2018: the risk policies framework for
Grupo Bancoldex was implemented;
seven group selection and recruitment
processes were carried out, which
enhanced efficiency for Bancoldex and
its subsidiaries; service agreements were
activated to generate greater efficiency
between entities; risk appetite and strate-
gic risk methodologies were designed;
the Grupo Bancoldex Strategic Talent
Committee was put into force and the
centralization of payroll for the three enti-

ties in Fiducoldex was approved.

BANCOLDEX
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Lastly, it is important to note that inde-
pendence in business management and
decision making is a premise of the rela-
tion, which is limited by the benefit the
client may obtain from the products and
services offered by each of the entities

INTELLECTUAL PROPERTY
AND COPYRIGHT

OTHER CAPITAL
INVESTMENTS

At the end of December, 2018, Bancoldex
maintained investments in the Latin Ameri-
can Export Bank - BLADEX (1. 3%), the
National Guarantee Fund (25. 73%), and the
Credit and Foreign Trade Insurance Com-
pany (Aseguradora de Credito y de Comer-
cio Exterior) - SEGUREXPO (49. 63%).

Bancoldex acts in accordance with the
Law by implementing defined policies
on the acquisition of technology and
the use of licensed software. It has also
put in place internal control procedures
that seek to ensure satisfactory compli-
ance with the regulations.

PERFORMANCE OF
DISCLOSURE AND
CONTROL SYSTEMS

In order to comply with the provisions set
forth in article 46 and 47 of Law 964 of
2005, the Banco de Comercio Exterior de
Colombia S.A. Bancoldex (Foreign Trade

Bank of Colombia, Limited Liability,
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Bancoldex) certifies that the financial
statements and other relevant public
reports do not contain defaults, inaccura-
cies or errors that may conceal the Bank's
real equity situation or the transactions
conducted. Additionally, the disclosure
and control systems used by the entity to
iIncorporate the information contained in
such financial statements and reports of
public domain are suitable, based on reli-
able information; and they undergo audits
conducted by the Bank's internal Comp-
troller's office and the Tax Audit under the

supervision of the Audit Committee.



2019
PROSPECTS

The Bank’s disbursement target for
2019 is COP $5.7 trillion, which
represents 19% growth from
disbursements made in 2018. The
Bank has planned to achieve this
goal by focusing on the following

strategic management guidelines:

BANCOLDEX P
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1. BANCOLDEX AS A PUBLIC

POLICY INSTRUMENT

Bancoldex will = as usual - follow the guidelines estab-
lished by the National Government aimed at promoting
business growth with the objective of increasing the pro-
ductivity and competitiveness of Colombian enterprises.
The Bank has set the goal to disburse COP 1.6 trillion on
special credit lines in 2019

2. FINANCING FOREIGN TRADE AND THE
INTERNATIONALIZATION OF THE BUSINESS SECTOR
The Bank will continue to prioritize the support to the
export sector through different business lines both finan-
cial and non-financial, taking into account its initial man-
date as Colombia’s Foreign Trade Bank.

For this purpose, collective work will be carried out with
trade unions to promote and finance companies export-
iNg at the bottom of the pyramid and/or in the produc-
tion and marketing chains of products related to foreign
trade. Similarly, Bancoldex will join efforts with Proco-
lombia to promote financing of exports on the part of
government trade representatives abroad.
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Bancoldex will play a significant role in financing and
Issuing the guarantees that facilitate service exports and
the promotion of direct investment in Colombia and
from Colombia to other countries.

In terms of financing, the Bank has planned to disburse COP
1.3 trillion in 2019 to support the Colombian export sector.

3. GREEN GROWTH: MITIGATION AND ADAPTATION
TO CLIMATE CHANGE

The Bank will continue to support the promotion of
renewable energies. In the mid and long term, it will
maintain the promotion and the infrastructure of renew-
able energies. Likewise, it will support the widespread
Implementation of sustainable transport through project
structuring, agreements and financing.

The 2019 target is to disburse COP 320,000 million to
finance green projects, provide supportin the structuring
of 20 green projects, continue with the accreditation
process of the Green Climate Fund and manage reim-
bursable and non-reimbursable concessional resources
of international entities (KFW Bank of Germany,
Inter-American Development Bank -BID, among others).



4. ENTREPRENEURSHIP AND PRODUCTIVITY OF
MiSMEs (MICRO, SMALL AND MEDIUM ENTERPRISES)
Promoting the productivity and competitiveness of
mainly micro, small and medium-sized enterprises has
been defined by Bancoldex as a strategic focal point. The
foregoing is in line with the strategic proposal raised by
the MinCIT and the National Government.

The Bank has established
action lines in the following
areas for 2019:

BANCOLDEX P
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Entrepreneurship
The Bank's goal for 2019 is to identify new investment

opportunities in Venture Capital Funds with the Bancol-
dex Capital program; and to start the Entrepreneur Capi-
tal compartment of USD 20 million directed at invest-
ments in Venture Capital Funds.

Assistance to micro-enterprises
The 2019 goals for this segment are to disburse COP

976,000 million, continue with the program to strength-
en microfinance institutions and integrate them into the
EOCM?2! Fintech network so that they may have alterna-
tive colocation schemes in order to reduce the costs of
microenterprise credit.

Assistance to SMES

The 2019 goal is to disburse COP $2.08 trillion to sup-
port small and medium enterprises in Colombia. Similar-
ly, the Bank seeks to develop new guarantee schemes,
define a regional action model for the Bank and imple-
ment the platform for electronic invoice discount in
order to upgrade Liquidex.
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Financing the Orange Economy

The Bank's 2019 disbursement target to support the
Orange Economy industries is COP $230,000 million.
Additionally, 2 co-investments in cultural and creative
companies in Colombia will be analyzed by Bancoldex
Capital. The Bank will also participate in the Productivity
Factories program in partnership with the Ministry of
Trade, Industry and Tourism.

5. DIRECT CREDIT TO BUSINESSES

For operations that fulfill specific eligibility criteria in
terms of the investment type, credit risk, guarantees and
added impact of such operations.

The objective for 2019 is to disburse COP 600,000 mil-
lionin direct credit operations for projects that contribute
to the business sector’s mitigation of and adaptation to
climate change; promote production chains and indus-
try re-conversion; impact exportation growth; and

medium and long-term projects, amongst others.

21 EOCM: Business Finance Institutions for Micro-Enterprises.



The organization established internal
cross-cutting action lines, which contrib-
ute to the fulfillment of the goals set for

this year, which are:

1. Efficiency: ensure that Bancéldex remains the
most efficient financial entity in the country,
achieving an efficiency rating of 30.7% (partic-
ipation of administrative expenses in the gross
financial margin) and maintain a rhythm-shift
attitude in the organization to fulfill goals.

2. Strengthen Human Talent in the Bank.

3. Enter the Digital Economy.

4. Continue to strengthen Grupo Bancoldex.

BANCOLDEX
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FINANCIAL
PERSPECTIVES

The 2019 forecast is a challenging sce-
nario from the commercial viewpoint,
bearing in mind that the disbursement
target has increased to COP 5.7 trillion,
19% higher than
resources served in 2018.

the demand for

The set goal includes significant sup-
port to the export sector, deepening
the microfinance market, boosting

green lines; and supporting the orange

economy and continuing to promote
credit to all Colombian entrepreneurs.

In this context, and in order to ensure the
financial sustainability of the Bank, the
following strategic actions are proposed
to guarantee profit generation:

elnvestment portfolio: the portfolio
strategy for 2019 includes maintaining a
level of investment close to COP 800
billion focused on the short and middle
part of the yield curve. The purpose to
protect the profitand loss statement from
potential devaluations due to upward
movements in the yield curve. However,
given the high volatility and possibility of
more relaxed monetary policies world-
wide, the duration of portfolios could be
Increased in the short term in order to

contribute to the profitability of the Bank

eDebt structure in pesos: The monetary
policy adopted by the Central Bank of
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Colombia is expected to modify the trend
in 2019, leading to an intervention rate
close to 4.60%. This expectation has pro-
duced a flattening in the acquisition
curve; therefore the Bank's strategy will
be focused on the middle part of the
curve (18 to 36 months), where funding
costs are more efficient given that no
bank reserve costs are generated.

e\\Vithin this strategy, a considerable por-
tion of funding is included through the
Savings Account, reaching levels close to
20% of total liabilities (COP 849,000 mil-
lion), thereby improving the total mix of
funding in pesos and its contribution to
the financial margin.

To cover the projected disbursements, it is
expected that around COP 1.9 trillion will be
required in resources: 50% to fund CDs, 15%
for Bonds, 15% with the Multilateral Bank and
20% through the Savings account, which is
ready to operate as of January 2019.
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for 2019, Bancol-

dex requires funding in foreign currency SUBSEQUENT

worth USD 233 million, which will be EVENTS
completely funded through Correspon-

dent Banking and Multilateral Bodies.

The Administration is not aware of any

Bancoldexremains  jnortant  events that may have

committed to spending austerity, for this B PR Cose of the

reason, resources are included to handle SR - im- - WEEE tHERCEtE of ISub-
strategic  projects | and technological mission of this report that could affect
developments of the Entity in 2019. Op-

Its scope or implementation.
erating costs?? only increased by 2.4%
compared to the level implemented in
2018. This demonstrates the Bank’s com-
mitment to financial sustainability and

profit generation; the budget is ranked at

30.67% in terms of the efficiency indica-

Javier Diaz Fajardo
President of Bancoldex

tor, measured as the relation of operating
costs over the Gross Financial Margin.

| 22 Notincluding taxes
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https://www.bancoldex.com/sites/default/files/documentos/2._report_from_the_statutory_auditor.pdf
https://www.bancoldex.com/sites/default/files/documentos/3._certificate_from_the_legal_representative_and_the_account.pdf
https://www.bancoldex.com/sites/default/files/documentos/4._financial_statements_2018-2017.pdf
https://www.bancoldex.com/sites/default/files/documentos/5._notes_to_financial_statements_2018-2017.pdf
https://www.bancoldex.com/sites/default/files/documentos/6._financial_statements_2018-2017_excel_0.xlsx
https://www.bancoldex.com/sites/default/files/documentos/7._consolidated_report_from_the_statutory_auditor.pdf
https://www.bancoldex.com/sites/default/files/documentos/8._consolidated_financial_statements_2018-2017.pdf
https://www.bancoldex.com/sites/default/files/documentos/9._notes_to_the_consolidated_finacial_statements_2018-2017_0.pdf
https://www.bancoldex.com/sites/default/files/documentos/10._consolidated_financial_statements_2018-2017.xlsx
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In 2018, Bancoldex set new records in the
more important indicators, particularly in
regards to insticution’s credit disbursements,

efficiency and profit.
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BANCOLDEX
HISTORIC DISBURSEMENTS

TRILLION

111,000

The level of disbursements was the ENTREPRENEURS ASSISTED

highest in the history of the Bank. Exceeding the 79,000 assisted
during the previous year.




THE MOST EFFICIENT BANK
INTHE COLOMBIAN
FINANCIAL SYSTEM AT THE CLOSE OF 2018,

0. Jo

EFFICIENCY

Thus becoming the most efficient Bank
in the Colombian financial system.




PROFIT GENERATION
MILESTONE

The highest profit
in the history of the Bank.

APPROXIMATELY

07
SNy U
MILLION MADE IN PROFIT

Which represents a 30% increase
compared to 2017.
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WE HANDLED

EXPORTS

Thus benefiting

950 export companies.
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TRILLION IN CREDIT



STRENGTHENING CREDITTO @
SMALLAN MEDIUM-SIZED
ENTERPRISES @

10 SMEs
$4.81 trillion were
destined:
We connected with 11 /@
new microfinance companies
| 10 MICRO-ENTERPRISES




CAHANGE OF RYTHM

We removed delays
and postponements.

WE REFORMULATED OVER
100 CREDIT LINES BRINGING
THEM TOGETHER INTO

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE

We automated 52 activities and acted

with greater speed to respond and decide.



RESOURCES FOR
GREEN PROJECTS

]
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MILLION TO GREEN PROJECTS

This represents growth of 628% compared to 2017
in lines directed to the business sector

to mitigate the impact of climate change.
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FIRST BONDS
ISSUANCE
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TRILLION

ISSUED IN GREEN,
SOCIALAND ORANGE

BONDS.



INVESTMENT COMMITMENTS
TO EQUITY FUNDS

NN
USRS

e U

MILLION

The Bank invested in 14 multisector funds through the Bancoldex
Capital Program. Approximately COPS1.01 trillion of such amount
was invested in Colombian companies, multiplying by 8.5 the re-
sources for the capitalization of Colombian companies in differ-
ent sectors and growth phases.



THE HIGHEST
RATINGS

FITCH

B AT AR P P

STABLE OUTLOOK FOR
SHORT TERM LONG TERM FOREIGN CURRENCY
D
B =

LONG TERM SHORT TERM

Fitch Ratings confirmed the local ratings of F1+ and AAA
for the short and long term respectively, and BBB with a
stable outlook for foreign currency. In turn, BRC Stan-
dard & Poor’s confirmed the AAA ratings for the long
term and BRC 1+ for the short term.
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BOGOTA

Calle 28 #13A-15 Pisos 38 a 42
=5 Edificio Centro de Comercio Internacional

R (57-1) 486 3000

) Monday to Friday
8:00 a.m. to 5:00 p.m.

CALI

9 Calle 4 Norte #1N-04 Edificio Mercurio
=5 Barrio Centenario

% (57 2) 4855213 // (57 2) 485 5074
Cel: 312 350 6064

@ Monday to Friday
8:00 a.m.t0 12:00 p.m. - 2:.00 p.m. to 5:00 p.m.

BARRANQUILLA

9 Cra. 52 #/6-167 Local 101
=5 Centro Comercial Atlantic Center

% (57 5) 3850632 // (57-5) 3770240
Cel: 312 350 6059

Monday to Frida
@ y Yy

8:00a.m.to 12:00 p.m. - 1:00 p.m. to 5:00 p.m.

PEREIRA

Carrera 13 #13-40 Oficina 405
=5 Centro Comercial Uniplex Circunvalar

% (57 6) 340 0818 // (57 6) 335 2626
(57-6) 335 2625 Ext: 3600 - 3601

@ Monday to Friday
8:00a.m.to 1.00 p.m. - 2:.00 p.m. to 5:00 p.m.

BUCARAMANGA

Km 2,176 Anillo Vial Floridablanca
=5 (Giron Eco-Parque Empresarial Natura Torre 1
Oficina 413 RBF

% (577)657 1777 Ext: 3701
Cel: 320 488 0094

Monday to Frida
@ Y y

8:00 am.t0 12:00 p.m. - 1:.00 p.m. to 5:00 p.m.

MEDELLIN

9 Calle 7 Sur #42-70 Oficina 613
=5 Edificio Forum - sector de El Poblado

Q& (57 4) 604 0141 // (57 4) 313 7648
(57 4) 313 8676

@ Monday to Friday
8:00 am.t0 1:00 p.m. - 2.00 p.m. to 5:00 p.m.

(@l Elprogreso Mincomercio
es de todos

www.bancoldex.com
HEONORCED

National toll-free number

01800018 0710

Bogota

(571) 742 0281

@ contactenos@bancoldex.com



http://bancoldex.com

BANCOLDEX

PROMUEVE EL DESARROLLO EMPRESARIAL

MiCITio

*For attention in MiClTio, if Monday is a
holiday, it will be attended on Tuesday at the
same time. However, you can communicate
outside the hours of service, any day of the
week to the cell number indicated for each
MIClITio or contact the customer service and
customer service line.

Armenia

Commercial contact:
Monica Jinet Sanchez Rodriguez

Calle 21 No. 13-03
C.P. 630004

(57-6) 744 1632 ext: 1606
(57-6) 735 9500 Cel: 311 3725301

Monday*

8:00 a.m. to 12:00 p.m.
2:00 p.m. to 6:00 p.m.

Pasto

Commercial contact:
Rolando Enderson Delgado Goyes

Calle 18A No. 25-16 Pasaje Corazon
de Jesus C.P. 520001

(57-2) 722 6834 ext: 106
(57-2) 736 5095 Cel: 314 414 2939

Monday*
8:00 a.m. to 12:00 p.m.
2:00 p.m. to 6:00 p.m.

Ibagué

Commercial contact:
Alexandra Atehortua Rojas

Carrera 3 Calles 10 y 11

Gobernacion del Tolima C.P. 730006

(57-8) 277 0114
Cel 314 414 2931

Monday*

8:00 a.m. to 12:00 p.m.
2:00 p.m. to 6:00 p.m.

San Andrés

Commercial contact:
Karen Bush Francis

Avenida Colon, edificio Bread Fruit
of. 203-4 C.P. 880001

(57-8) 512 0345 (57-2) 512 1720
Cel: 321 232 6654

Monday*
8:00 am.to 12:00 p.m.
2:00 p.m.to 6:00 p.m.

Manizales

Commercial contact:
Claudia Marcela Yepes Yepes

Calle 19 No. 21-44 Piso 12
Edificio Alcaldia C.P. 170001

(57-6) 872 0410 ext: 112
(57-6) 891 8603 Cel: 315 5925825

Monday*

8:00 am. to 12:00 p.m.
2:00 p.m. to 6:00 p.m.

Tunja

Commercial contact;
Johana Marcela Cardenas Moreno

Calle 21 No. 10-52 Cémara de Comercio

Oficina de gestion empresarial y
comercio exterior C.P. 150001

(57-8) 747 0838
Cel: 314 4142926

Monday*
800 am.to 12:00 p.m.
2:00 p.m. to 6:00 p.m.

7 El progreso Mincomercio
es de todos

Neiva

Commercial contact:
Diana Marcela Rivera Lara

Carrera 5 No.21-81 Blogue Cultural
Centro de Convenciones José
Eustacio Rivera C.P. 410010

(57-8) 863 1434 ext: 1405
(57-8) 863 0168 Cel: 314 414 2935

Monday*

8:00 a.m. to 12:00 p.m.
2:00 p.m. to 6:00 p.m.

Villavicencio

Av. 40 No 24a -71 Edificio Camara
de Comercio 2 piso — Villavicencio
C.P. 500005

(57-8) 684 9646
(57-8) 681 8140 Cel: 314 414 2937

Monday*
7:00 a.m. to 12:00 p.m.
2:00 p.m. to 5:00 p.m.
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