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Good morning and welcome to the IDEAgIoba conference call. | would
now like to introduce your host, Mr. Douglas Smith, head of Latin

American Research a IDEAglobad.com. Mr. Smith, you may begin.

Good morning. Thisis Doug Smith. I’'m part of the IDEAglobd’ s Latam
Group. This morning we're pleased to have Dr. Nuncio Cardenes on the
linewith us. Dr. Cardenesisthe director of the Planning Minigtry in
Colombia and this morning he will discuss the consequences of the
Condtitutiona Court ruling on the Nationd Development Plan and the

government’ s response. He will aso discuss the Q1 GDP figures.

Dr. Cardenes, please go ahead.

Thank you very much, Doug. Thank you for al the people that are on the

line ligening to us.
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I’m going to be brief. Bascdly what you mentioned iswhat we have to
say. Firg, the recent decision by the Congtitutional Court to overturn the
Development Plan and the reaction of the government and second, the first

quarter GDP figures.

In regard to the recent decision of the Condtitutional Court, | think it's
important to say that any citizen in Colombia, according to the
congtitution, can ask the Condtitutional Court to overturn arule, alaw that
has been enacted by Congressif he or she thinksthat it contradicts in any
way the condtitution. What happens in the case of the Development Plan
isthat it was presented to Congress. Congress had three months to decide
about the law and the citizens that presented those lawsuits againgt the law
considered that the Congress had gone beyond those three months that
they have by law. Therefore, they presented alawsuit because of
problems with the procedure, more with the formdity of the process rather
then with the content of the law. The decision of the Congtitutional Court

was to accept those lawsuits and overturn the law.

Now, the condtitution itsdf establishes the mechanisms for the

government to have a Development Plan. And in this case the government
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can proceed an issue, apresidentia decree, with the force of the law, with
the Development Plan that wasiinitidly presented to Congress. Sowe
have that power. We can issue the decree. We are preparing the decree as
soon as we are formally notified by the Congtitutional Court, the President
will Sgn the decree. And again, it will be a decree with the force of the

law with the origind Development Plan, what we origindly presented to
Congress. That iswhat the congtitution dlows us to do when there are

problems with the procedure.

So there will beno ... The Development Plan will be the one that the
government initialy intended to have approved by Congress. One
important aspect isthat the decree that we'll issue to the government will
include the financia transactions tax which was part of the Development
Pan and which had been collected this year for the purposes of the
recongtruction of the earthquake area. Therefore, those revenues, the
receipts of the financid transactions tax, are not & risk and they will again
be issued into the decree that will come out of the presidency early next

week. That'sin regard to the Congtitutiona Court decision.

Now in regard to the Q1 GDP figures, | think it isimportant to say that the

firel figureswill be provided by the National Department of Statistics:
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However, the National Department of Planning generally forecasts based
on data from manufacturing, from trade, from the congtruction service. It
forecasts the GDP figuresaswell. And the latest figure that we have
corresponds to the first quarter of this year isthat GDP grew by 2.6%,
which ispogtive. Infact, it isthefirg time that we re seeing positive
growth during the last 18 months. And thisis growth of the first quarter of

this year compared to the first quarter of last year.

When we compare the first quarter of this year with the last quarter of " 99,
we have a growth rate of 1.4. Growth is being led by the manufacturing
sector. All the data that we have from manufacturing — the survey that is
conducted by independent ingtitutions, such as Survey’s ... and Andes, the
business association. And the survey’ s so conducted by the National
Department of Statigticsindicate thet there is very sgnificant growth in
manufacturing. Of the 28 sub sectors of manufacturing, 19 are having

positive growth retes.

The edtimate that we have is that the GDP in manufacturing has grown by
9.1% during the first three months of this year and there are sectors with

very, very dynamic growth, likeiron and sted industries, glass, clothing,
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chemicals, textiles, paper. All of them growing more than 20% relaive to

last year.

Soinsum, | would say that the recovery, again, is being headed by
manufacturing. Trade, retail, restaurants and hotels are growing at 5.4%.;
trangportation, communications by 1.5%; electricity, gas and water by
1.3%; and community, socid and persond services, 2.2%. Thefinancid
sector isgrowing a 1.3%; agriculture, livestock, forestry, fishing and
hunting are growing very dowly, .3%, mainly due to the fact that coffee
production during the first three months failed by 7% rdative to last year.
But it is expected that coffee will, the new crop which sartsin May, will
be much better then last year's. Last year’ s was unexpectedly and

unprecedentally low for Colombia.

So these are the figures. | would add that within manufacturing and from
the demand side what one seesisthat clearly exports are, the forest studies
explaining these dynamics. Exports are growing, especidly indicates of

the regiond markets and particularly Venezudaand Boliviaand dso in
relaion to the US market. So | think what we're seeing is our recovery
where external demand has responded as aresult of the real depreciation

of 99 and lower interest rates and more credit to exporters. That in turn
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has been reflected in manufacturing output and in turn manufacturing has
a0 made other sectors, especidly services, including transportation and

telecommunications, to grow. | think thisiswhat’s happening.

WE re confident about the GDP forecasts for thisyear. Our projection of
3%, | think that’s achievable. Inflation figures are dso pogtive. | think
We re going to meet the target of 10% inflation thisyear. And in regards
to the other projections of our program, which include the current account
deficit of the balance of paymentsand ...cumulation, | think we' re so

going to meet those forecasts.

So | think thisis the recent event, the recent newsin Colombia. 1'd be

glad to answer any questions you might have.

Thank you. Our firgt question comes from Gary Lundgren.

I’m the Chairman of Inter Pacific Investor Service and I'm cdling you
from S. Croix today. I’ve spent the greater part of thelast year in
Colombia In fact, | maintain a house and an office in Metagine,
Colombia, and | sense, from the time that I’ ve spent there, that there sa

continuing deterioration of the economy and an exodus of wealth being
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parked off shore and other currencies and people exiting the country
because of the government’ s passive surrender to a smdll faction of the
population caled the Guerrilla. In the United States, we have more armed
militiathen Colombia has Guerrilla. | think by the estimates of
knowledgeable people in Colombia have given me, they’ ve told me that
something like 100,000 guerrilla.or people involved in drug manufacture
exis there and they seem to be exerting a strong influence on the other 42
million very nice people that live there. And it does’t seem to be getting
better. In fact, it seemsto be getting worse. Just wondering what
comments you might have as to what the government plans to do with the

Guerillafaction.

And one other observation I’d make isthat Colombiais agood example
for the USto look at of why gun control does't work. Colombia has gun
control and it'sillega to own afirearm in that country without a permit
and purchasing the firearms from a government agency. And | was
wondering, too, if the government might rlax some of the controls that
make it very difficult for aforeign investor to do business in Colombia?
We do business in other countries down there and we don’t see controls
whereit’s very difficult in Colombiato get asmple cdlular telephone or

to open abank account. | have abusiness VISA, | have a Seddia, and dll
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of these things are extremdy difficult for meto do. So just wondering

what answers you might have for some of these issues.

Wl the question and the comments are very broad in spirit and | think it
will teake alot of time. We can discuss and discuss about these things for
days. But you start with a stlatement that | don't agree, the fact that the
economy has deteriorated in the past and that these have been recited in
the ...capitd, including human capitd from Colombia. And especidly to

the US.

It istrue that during the past years we ve had very difficult economic
conditions and that has been reflected ina... But things have changed. |
think " 99 was characterized by a sharp recession, for different factors. |
think one of the most prominent was the conditions of the financid sector.
But the policies and the therapies that we applied throughout ' 99 are
gtarting to produce results. | think the fact that we now have positive
growth is areflection of the fact that we have managed to sabilize the
economy, to solve the financid crisis and to bring down the interest retes
from where they were at the beginning of last year and dso to devaue the
currency in an orderly fashion that alowed usto increase by about 30

percentage points the vaue of the red exchange rate index without having
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an overshooting, what's hgppening in other countries, especidly Brazil.
So | think we managed to get the economy back on the track of growth
and prosperity and that’ swhat we re seeing. | think we're seeing nearly
3% of growth, which iswhat we expect for thisyear. | don't think it's
necessarily afigure that will make everyone happy, but it's afigure that
reflects our commitment to resolving the economic problems and that we
think it's conservative, it'safigure that can be achievable and next year it
will grow again by four. And then in the year 2000 it will grow in such a

way that will alow usto be back on the five percent growth rate.

Now with regard to the other questions thet are related to the political
conditions in the country, | would say the following. The adminidration,
and particularly President Pastata has been very clear about the fact that
the process of negotiations with the guerrilla sisthe way of finding a
solution to the arms conflict in Colombia. | think thisis what Colombia

has voted for, thisiswhy the population elected President Pastata because
of his platform of open negoatiations, and | think we re carrying them on.
We are negotiating now with the FARC, the largest group. We have an
agenda, we have the mechanisms for the negotiations, and we just dso

decided to open a....north of the country for the encounters with the
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ELN’s so that we start, we will start the negotiations there, with the

second largest faction very soon.

So | think thisis postive. In fact, we are negotiating the fact that we have
an agenda, the fact that we have a mechanism for settling these issues and
thisisadifficult process. And it necessarily isadow one. But | think

we' rein theright direction and | think the country has this sense.

Now, while we do that, we aso need to strengthen our state, including the
military. And for that we re pending quite alot on that and we're also
very aware of the need to reinforce the military with the equipment, with
the soldiers that they need for that purpose. So | think we'rein the right
direction and | think in this front, asin the economic front, we will show

results.

Our next question comes from Enrique Tisari with Bridge News.

Three questions. One, how do you see Colombia's Q2 growth versus last
year and Q1? And aso you said in your statement that you probably saw
GDP growth in 2000 being higher then the projected 3%. And the last

question is, do you think that Colombia' s coffee production problems are
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over? That wewill see norma production in Colombia sarting from
April? Or May, June will be very good? Or let’s say dl months will be

quite norma from now on?

In regard to the Q2 GDP figures, what do we know? We have the April
surveys from Andes and in terms of manufacturing activity, what we're
seaing isthey are continuing to grow, very much in the same fashionasin
March. | think that’s postive. That will probably make this second

quarter dso in the same direction as what we saw in the first quarter.

There was a preoccupation with the figures of April from the Andes
survey in regard to the expectations, the expectations for the next Sx
months. And | think this probably has arelation to the difficulty that the
government has had in Congress. But asyou know, and | think it's
important to touch that issue, the recent decisons of the government,
especially the decision to withdraw from Congress the referendum
proposd, the new language of the Minister of the Interior and the requests
from the President to al the palitical parties to reach a nationd agreement
has changed those perceptions. 1n the sense that people now understand
well that an agreement can be made around the economy reform platform

and particularly the agenda we have put forward in Congress, the reforms
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that we have there. So changing the expectationsin the April survey did
not have an effect on output figures and | think that with this new event in
May, the expectations will be returning to what they were at the beginning

of the year.

| think it isaso important to mention at this point that in response to that
the government decided to cut last week in the cabinet the budget for this
year by 1.1 billion peso’s, which is about $550 million US to make sure
that we are ...the targetsin terms of the fisca deficit that we have for this
year. So that dso has brought alot of tranquility and stability to the
markets, particularly the bond market. We ve seen spreads on the
Colombian sovereign debt come down about 100 basi's points Since we

decided to cut the budget.

So | think the turmoail is over and I’ m fairly confident that we Il meet our
projected GDP for the year, which is 3%. And | wouldn't say that we
won't do better than that, | think we' d rather be conservative in that regard
and we don’t want to create fal se expectations. But things seem sound

enough for the 3% to be achievable.
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Y ou asked me also about coffee. The figures that the Nationa Federation
of Coffee Growers are managing are indicating that the crop this year for
this caendar year will be back in the 11 million bags range, up from
dightly over 9 million bagslast year. Thisisaresult of ...that was bad at
the beginning of last year because of the heavy rains. It seemsthat the
technicians of the Federation of Coffee Growersindicated the ...for this
year is much better, so that the Colombian production will be back sarting

May in the 11 million bags range on ayearly bass.

Our next question comes from Lisa Galagher.

| have two questions. First, on the Congtitutional Court and the decree
that’ s going to subgtitute for the previous law, are there any differences? |
mean, is that decree then going to be permanent and have exactly the same
force asthe law? Or does it have just congress or the Congtitutional Court

have the opportunity to review that again after a specific period of time?

My second question is with respect to the proposas made by the liberds
two days ago for anational accord and so forth, in particular | think they
asked for an economic policy more focused on employment and the

execution of socid investment. And | think it was announced that the
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government may come back with aresponse by tomorrow. What's your
view of those proposds from the liberds and if you could give us any idea
of what the government response might be and how you think their

economic policy request might influence economic policy?

Firgt on the condtitution and the decree, yes, the decree has exactly the
same force of the law. Thisiswhat the Condtitution mandates. And asthe
law, the decree can be part of alawsuit. Any citizen in Colombia, that in
any way believesthat the decree that we are going to issue does not follow
the Condtitution is alowed to present alawsuit. So that possibility isthere
for any law that is enacted by Congress. So that’ sthe role of the

Constitutiona Court.

Now we srongly believe that the decree will be very sound in the sense
that | don't think it's likely that it can be overruled by any decison of the
Condtitutional Court. So we fed very confident about the power and the

long-ladting effects of the decree.

Now, in regards to the courts, the Nationa Courts, a series of meetings are
taking place where these issues are being presented by the labor party in a

broad manner, in avery general way. We haven't talked about specifics,
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we haven't gone through the details, and | expect that to happen in the
next few days. Probably beginning next week. So we will gart talking
about the projects that had been presented, alot of projects that had been
presented to Congress that from our point of view, from the point of view
of the government and particularly the economic team, we bdieve that it's
important that those projects, the laws that we have presented, continue to
be discussed in Congress and that the discussions resume as soon as
possible. We had been talking with the house and the senate committees

and thisis part of the ongoing talks with the members of ...Court.

o, nothing specific has come out yet. | think thet what you mentioned
about the needs of more active socia policies and more preoccupation
about employment isin the projects, isthere and | think we have dl the
elements to answer that. In fact, as you probably are aware of, we are now
in the process of establishing a new network of socia services based on a
st of loansfrom the multi..... thet will be very, very sgnificant changein
terms of socid policiesin Colombiawith the cregtion of a safety net that
will dlow usto generate alarge number of employment and aso to reduce
the levels of poverty in the populaion. So | think we have dl the dements

to be engaged in that discussion and look forward to that.
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Our next question comes from Kathy Hapworth with Prudentia Global

Asset Management.

Jugt adarification on the April survey from Andes, you might have hinted
a this, you sad that the manufacturing activity will be Smilar to that in
March. I'm assuming that was on ayear-over-year bass. On amonth-

over-month bass, might it be negative?

No. | actudly don't have the figures with me here. I’'m not in Colombia
I’min ahotel room in San Francisco. But the firgt four months growth
relative to the firgt four months of * 99 looks very smilar asto the first

quarter figures.

Our next question comes from Julio Deltato with T. Rowe Price.

Basicdly three questions and just comments. 1t sounds like from this
conference cal and other conference cdls that there' salittle bit of a
certain leve of distrust with the growth numbers that Colombia has been
publishing. So it's good news that, like in your case you're giving more

detail on where those growth numbers are coming from.
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So basicdly my one question was on the baance of payments. There are
three things that concern me. Oneis capitd flight, which iskind of anew
thing for Colombia. Second of dl is private debt inflows, the expectations
are going to be lower then theinitial government targets. And the third
oneis privatization's, that basicdly is going to leave agap in terms of
financing the current account deficit, even with good trade numbers. So

what is your view on that in regards to the balance of payments?

Second question, in terms of fiscal performance for the first quarter, the
Colombian government tends to give very old information on whet's
going on there. But if you could give us alittle bit of an update on how

this 2.3% growth hasreflected in fiscd performance for the first quarter.

Findly, if you could give alittle bit of an update on the negotiations that
the current government has with the libera party in regards to some sort of
economic or fisca agreement that will help support the IMF targets for

this year and dso for 2001.

Before | answer, | have to say that | have to go, because | have an
gppointment waiting for me. Since we re going beyond the origind topics

of these conference, which were the condtitutiona court rulings and the
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GDP figuresfor the first quarter, | would say that | would be ddighted to
repeat the conference with this much broader set of issues next week at
any time of your convenience once we're back in our officein Boga...

Please accept my apologies for ending the conference at this point.

But let me answer these last questions. The GDP figures are coming from
the Nationd Planning Department. The way this operates in Colombiais
the following. The Nationa Planning Department consolidates dl the
information that is provided by the surveys. Both these surveys are
conducted by ... and the surveys are conducted by the independent
agencies and the sectors, such as Andes. And we have amodd,
congstency modd, that puts dl that information together and provides the
forecadts. Thee are estimates. Thefind figure will comefrom ... It will
take afew more months for that figure to come, but the Planning
Department estimates are usudly accurate and | think we have confidence
in saying the growth rate that we re seeing for the first quarter isaredistic

estimate.

Now in regard to the balance payment questions, the main concern is not
s0 much capita flight and private capita inflows. | think what we have

seen in the first month are not necessarily drameatic changes from what we
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expected. | think that the main concern from the point of view of capita
transactions in the baance of paymentsis privatization's, as you said.
Origindly we had estimated that the totd vaue of the assets that were
going to be privatized was $2 billion. We have revised that. We have
revised that because some of the privatization’ s will not be made this year.
In fact, we are fairly confident about privatizing the ...enterprise, ... and
asothe..., that isthe enterprise that generates dectricity, about 13% of

the eectricity that’s generated in Colombia

We are, again, confident that we will sdl these two companies before the
end of theyear. That will provide us with around $750 million. And the
rest of the privatization program, which isthe transmisson company ESA
and the banks, will be privatized early next year. But there is a chance we

might sall ESA before the end of the year, but it's a borderline case.

We are going to compensate for that with some external and some interna
credit for the government. We re talking about those things with the IMF.
And | think thisisaredigtic scenario. | don't think it will cause damage to
the balance of payments. Particularly, we don't think thiswill be causing
any trouble to our minima leve of reserves, which is part of the problem

with the IMF.



IDEA INC.

Moderator: Douglas Smith
May 18, 2000/9:30 a.m. CDT
Page 20

Interms of fisca performance, thingslook good. | think with the budget
council last week we will meet the target of 3.6% of GDP as the overdl
deficit for thisyear. Revenues areincreasing, tax revenues are doing well.
Those are the conditions of the retail sector, which are quite related
through the VAT tax. And | think we repeat our commitment, we restate

our commitment with thisfiscd target.

Now negotiations with the labor party, as| said in the previous question,
thisis something that is till being handled a avery broad manner. No
specific discussons have taken place and we look forward for that. | will

keep you informed as soon as we make progress in that front.

D. Smith Wl thank you very much for being with us. | would remind the cdlers
that replay is available. The number is 1-888-566-0468 in the US and 1-
402-998-0633 for internationd calers. A transcript of the cal will be
avallable on Brady Net, which is a www.bradynet.com. And IDEAgloba
will send out information about our conference cal for next week as soon

aswe have the details set up.

Thank you very much, again, Dr. Cardenes for being with us.
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Dr. Cardenes Thank you.

D. Smith Bye.



