Capital Markets in Colombia
This document will take you to a methodological guide about the stock market in Colombia. It is only for reference.

The stock market is part of the so-called capital market, which constitutes the means through economy
allocates and distributes resources, risk and related information so that savings are transferred into
investment. However, it does not include credit market; even though, both apply efforts in medium and long
term.
The origin of Colombia’s stock market occurred by the end of the sixteenth century and beginnings of
seventeenth century, when various companies decided to issue shares, as a way to obtain financial resources.
Subsequently, at the beginning of twentieth century, some sectors began an industrialization process and
showed a boom in the coffee sector allowing high capital mobility and the necessity of establishing a
negotiation scenario.
In 1928, a group of companies decided to get organized in a stock exchange to facilitate the transaction
activities and transparency of operations. In the same way, Banco de Colombia, Nacional de Chocolates and
Banco de Bogotá, among other companies, gave origin to Bolsa de Bogotá, with an initial capital of COP$
20,000. The first negotiation conference of the Bolsa de Bogotá took place on April 2nd 1929. The early years
of were not easy because they coincided with 1929 financial crisis; however, the Colombian stock market
responded to the new necessities of Colombian companies.
On January of 1961 Bolsa de Medellín was born with an initial capital of COP$522,000 from the Association of
Medellin Brokers. Its beginning was good because it came at a time of strong population growth, a growth in
the export sector and in the Colombian industry in general. Two decades later, in 1983 it is created the West
Stock Exchange which begins to gain importance and handles large volumes.
Over the time, the three negotiation scenarios managed different prices with respect of the same assets
generating opportunities of arbitrage. Further, the creation of business associations and a general increase on
violence and drug trafficking in the country, affected adversely the dynamism of Colombian capital market,
particularly the function to canalize savings into investment. Moreover, there was a market fragmentation,
weak institutional presence, concentration of income in some associations and possible competition between
the stock exchange of Bogota, Medellin and “Occidente”.
Therefore, it was sought the way to continue channelizing resources through cost reduction and generation of
confidence between investors. However, it begins to think in a fusion of the three stock exchanges into one, so
it allows a transparent performance of Colombian stock market.

On July 3rd 2001, it was integrate the three Colombian existent exchanges (Exchanges of Bogota, Medellin
and Occidente). The integration allowed the existence of the actual Colombian Stock Exchange, which over
the years were given deepness, transparency, and dynamism in Colombian financial asset market.
The “BVC” it’s a private financial entity, supervised by the Superintendencia Financiera of Colombia and
attached to the Ministry of Finance and Public Credit that acts as an intermediary between buyers and sellers
of assets for equity assets and bonds. Its main function is to channel public resources to Colombian
companies that require capital.
Transactional System
It is important to consider that for a long time, the Colombian capital market worked through via voice system,
in which buying and selling orders where shout between each of the representatives of the securities
commissions. However, actual financial operations are carried differently. The BVC counts with three
transaction systems for the different markets and operations it carries:
1. Negotiation Electronic System MEC Plus, it is where transactions of bonds are made, and it is
administer by Colombian Stock Exchange (Bolsa de Valores de Colombia). In this transactional
system participates those agents that qualify as Colombian Stock Exchange affiliates.
i. 8:00 am - 3:40 pm
ii. 3:45 pm – 5:00 pm
2. Register Electronic System INVERLACE, where public and private bond titles are negotiated, as well
as derivate transactions in securities. This mechanism is OTC, so it is traded outside the (stock-bagexhange).
3. Negotiation Electronic System SEN: This system is administrated by the Central Bank, in which are
traded TES B, FOGAFIN bonds, Development Mortgage Titles, and Bonds for Security. The only
people able to make a trade are market creators and applicants from 9:00 am to 2:00pm.
4. Electronic Trading System X-Stream, which carries on the underlying derivatives operations in the
Colombian market, this new transaction system is developed through auctions of balance and
automatic matching. Those market players who wish to participate in the transaction system must be
recorded in the House of Central Counterparty Risk as members of the market
5. Set-FX: This transaction system leads the exchange market in Colombia. It is administered by the
Bolsa de Valores de Colombia. It allows the exchange of currencies among investors in the spot
market (the day of the operation is the same day of compliance), next day markets (compliance
markets with T +1 or T +2) and finally, can conduct negotiations in the forward market (compliance
with terms of more than T +3).
Integration Chile-Peru-Colombia
The proposed integration of the Bolsa de Valores de Colombia (BVC), the Lima Stock Exchange (LSE) and the
Bolsa de Comercio de Santiago (BCS) will be conducted in two phases:
The first called "Intermediate Routing" will begin November 2010 and will allow participants of the stock market
of the 3 countries to access the stock markets of the other participants through each conglomerate of
correspondent agents.

The second stage, which will take place at the end of 2011, corresponds for a full disclosure of each group of
intermediaries in other countries and standardization in the rules of negotiation. As for regulation, the 3
countries face major challenges in achieving agreements on taxation and law enforcement.
With the integration project the objective is to create wider access to markets in each country and the ability to
compete with area financial markets that represent leadership in the financial sector, as the stock exchanges
in Mexico and Brazil. Integration is expected to generate depth and liquidity in financial markets of the 3
countries in terms of transaction costs for investors by providing access to other assets that diversify the risk of
their portfolios.
Derivates Market
The derivatives market in Colombia has had a major development in the OTC market. However, in recent
years standardized market has started to gain importance, creating opportunities to trade this instrument and
eliminate counterparty risk present in the market OTC due to the existence of the Clearing House
The volume of derivative transactions through standardized market is relatively small, approximately 17,000
transactions daily between Futures and OpCF's, the last being the most used. The volume in dollars is
approximately $ 230,000,000,000 COP day.
OpCF's (Forward Operations Financial Compliance) futures are standardized in terms of the contract size,
expiration date, the number of open maturities.
Future of the National Debt
 Short-Term Future TES TES (2 to 3 years)
 Medium-Term Future TES TEM (4 to 6 years)
 Long-Term Future TES TEL (9 to 11 years)
TRM's future
Ecopetrol Futures
Bancolombia Preferred Futures

BVC-XM ALLIANCE Powered Energy Derivatives
Transaction volume
The BVC has traded equities and fixed income repo actions and OpCF's by an amount of USD $ 966 billion in
the course of the year (October 2010). In 2009 the volume reached by BVC was approximately USD $ 1,199
Billion (With a TRM of October 12, 2010). Daily, it is traded around USD $ 3.9 billion, and the trading volume is
estimated to be 10.8 billion in one day. From the total volume traded, the largest composition is in the bond
market. The stock market does not represent much of the exchange because not even 10%, of the large
companies, traded on the exchange, however, the proportion has been increasing in recent years.
The equity proportion is approximately 2.43%, in repos is concentrated 1.05%, in the bond market contains a
large proportion of the market between RF high Transactional (39.6%) and RF record (54.8%), and the market
OpCF 's is the largest in terms of derivatives instruments, about 1.22% and 0.9% other derivatives.
Market regulation and supervision
It is principally the responsibility of three entities, notwithstanding the regulatory functions of the Central Bank.
Specifically, these functions are designed to maintain the purchasing power of money that could affect the
stock market. These three entities are:
1. The Congress that issue the framework law of the stock market
2. National Government, through the Ministry of Finance and Public Credit, which issues regulations that,
concentrates the general rules of the stock framework law.
3. Superintendent of Financial Institutions, which issues instructions on compliance with the standards issued
by the Ministry of Finance and Public Credit
Other entities that have regulatory responsibilities are:
* CWA Stock Market
* Bolsa de Valores de Colombia
Participant of market
The participants in the stock market mainly include securities issuers and investors. Within these relationships,
that exist between issuers and investors, are involved third parties who facilitate transactions, acting as
intermediaries of the stock market. This chapter describes in detail the rules applicable to issuers,
intermediaries and investors.
* Issuing of securities:
1. Corporations
2. Foreign governments and foreign public entities
3. Multilateral Credit agencies
4. Foreign entities and branches of foreign entities
5. Universalities referred to Act 546 of 1999
6. Other issuers
a) Limited Liability Companies
b) Cooperative Organizations
c) Non-profit Organizations
d) Public entities legally authorized to issue public debt securities

e) Separate assets trust and collective portfolio which legal regime will authorize the issuance
of securities
* Stock Brokers:
1. Stock Brokers
2. Commission agents of stock market
3. Investors
Sources:
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TERMINOS Y CONDICIONES PARA EL USO DE LA INFORMACIÓN CONTENIDA EN ESTE INFORME
Esta comunicación es sólo para fines informativos y por lo tanto no puede considerarse que individualmente o como parte de un conjunto de
documentos se dé recomendación alguna, se realice promoción comercial, invitación, asesoría, oferta, o se genere garantía u obligación de la Nación Ministerio de Hacienda y Crédito Público, para vender, comprar, mantener títulos o celebrar cualquier tipo operación financiera relacionada con los
mismos. En consecuencia, la Nación-Ministerio de Hacienda y Crédito Público no asume ningún tipo de responsabilidad por las consecuencias
derivadas de las acciones u omisiones que se hayan fundamentado en la información que contiene esta comunicación. En ningún caso puede
entenderse la información proporcionada como una modificación a contratos, anexos, términos y demás documentos relacionados o a las normas
vigentes que sean aplicables según la jurisdicción correspondiente. Las citas, transcripciones o cualquier tipo de referencia que se haga a todo o parte
de estos informes, deberá señalar expresamente la aplicación de estos términos y condiciones.

TERMS AND CONDITIONS FOR THE USE OF THE INFORMATION CONTAINED IN THIS DOCUMENT
This document is solely for informational purposes is not an offer, recommendation, or solicitation to buy or sell, nor is it an official confirmation of terms.
It provides no obligation or guarantee from the Republic of Colombia and/or the Ministry of Finance and Public Credit, which assume no responsibility
for the consequences derived from actions or omissions by third parties based on the information provided. Changes to assumptions may have a
material impact on the interpretation of the information. This information does not imply changes in contracts, addendums to contracts, or other
contractual documents unless expressly stated in the contractual documents themselves. Any references, transcripts, or other types of information in
any section of these reports should be held to these terms and conditions.

