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Buyback of Colombian Sovereign Debt

Working Paper No. 331 Keep in mind

The series Working Papers on Economics is published by the Office for Economic Studies at the Banco de la
Republica (Central Bank of Colombia). It contributes to the dissemination and promotion of the work by
researchers from the institution. This seriesisindexed at Research Papers in Economics (RePEC).

On multiple occasions, these works have been the result of collaborative work with individuals from other
national or international institutions. The works published are provisional, and their authors are fully responsible
for the opinions expressed in them, as well as for possible mistakes. The opinions expressed herein are those of
the authors and do not necessarily reflect the views of Banco de la Republica or its Board of Directors.
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At arequest from the Ministry of Finance, Banco de la Republicalast year carried out an investigation into the
feasibility to use parts of the foreign reserves to buy back some of Colombia s outstanding sovereign U.S.-dollar
debt. This project resulted in two thorough technical reports. This paper aims to complement these reports by a
general discussion on the subject. Even if many economists will find the discussion and the empirical results
interesting, the main target group of the paper is professionals and policy makers without a background in
Economics or Finance. The paper discusses emerging market debt in general, the Colombian debt in particular,
and the current level of the Colombian foreign reserves. It, thereafter, continues by discussing buyback of
sovereign debt, and what a country could gain or lose from such a buyback and why. The paper aso includes a
cross-country empirical analysis of the relationship between the sovereign spread of the outstanding debt of a
country and itsforeign reserve levels.

La serie Borradores de Economia es una publicacion de la Subgerencia de Estudios Econémicos del Banco de la
Republica. Los trabajos son de caracter provisional, las opinionesy posibles errores son responsabilidad
exclusivadel autor y sus contenidos no comprometen al Banco de la Republica ni a su Junta Directiva.
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