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[. REPORT

EVOLUTION OF CHILE'S
ECONOMY DURING 1990

|. General Overview

he behavior of the Chilean economy in 1990 was Largely determined by the adjustment policy

applied to correct the imbalances produced in the two preceding years due w0 excessive
increase in domestic expenditure. In thar two-year period such expendirure rose by nearly 23% in
real erms, substantially exceeding the alio very high growth (18%) of the gross domestic product
in the same period. As a result, imports climbed steeply (20% in 1958 and 35% in 1989), while
inflation increased almest uningerruptedly in 1989 to an annualized rate of 30% in the last quarter
of thar year.

Seeking 1o reduce this rate of growth of both domestic expendirure and imports, which was
unsustainable in the medium-term, and w revert the rising trend of inflation, in January the Banco
Central resolved 1o give drastic reinforcement to the resmictive policy it had begun o apply
gracually since the second half of 1989, To this end, the Bank allowed the rate of interest on all ies
inetruments to rise significantly, partcubarly i the case of ten-year mdexed promissory notes.

The immediate effect of this measure was an increase i marker interest rates, which soared,
especially in the first quarter, with a commesponding reduction in domestic spending. The moderate
level of the larter was also partly due to some delay in dishursing public outlays associared with the
chanpe in administration, together with the decision made by the new authonities to apply a very
strict fiscal policy in the maner of expenditure to keep up the public sector surphus, thus reinforcing
the adjustment begun by the Bank.

T‘h-:a]-rmu:rgn‘m'thnf{l;xmd'ic qﬂ:ﬁﬂghﬂa]:mﬁmlm']'fstmng:ﬂ-td on private consumption
and imports, which rose by only 0.7%, in real rems, in 1990, after expanding by 8.4% and 25.3%,
respectively, in 1989, However, the effect of the adjustment policy was less apparens in the case of
gnoss fied capital formation, which grew by 7%, primarily thanks to the development of Larpe-scale
investment projects in mining, cellubose, hydroelecmicity, and communicarions. Simultaneously,
export volume continued o expand, especially in the case of non-copper items.

Under these circumstances, although the 2.1% increase in gross domestic produce in 1990 was
much less than the 10% figure of 1989, the economy’s production capacity continued to expand

at a sanisfactory rate.

The adjustment policy was pasticularly effective in achieving the objective of strengthening the
pesition of the extemal sector. As pointed out earlier, the import volume grew very slightly in 1990,
while export volume rose by about 7.5%. Notwithstanding, s the terms of trade deteriorated by
10% at the same rime, the rade surplus fell by US$ 300 million. However, due to the improvement
registered by the financial and non-financial service accounts, the drop was amply offset by the
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remarkable increase in et capital inflow, which more than doubled, from LIS§ 1,280 million in
1989 g LSS 2,650 million in 1990, As a result, the overall halance of payments surplus was the
highest on record in Chilean history, and at year-end intemational reserves totalled US$ 5,350
million, enough to finance imponts for nine months.

Control of inflation progressed moee slowly. Though the rising trend of the annualized rare of
inflation had been reversed in the first six months, by vear-end it had settled at abour 25%, largely
because cost increases in the first seven months of the year —ansing mainly from adpestments ©
wages, drought, and the higher rate of value added tax— substantially neurralized the effecs of
restrictive monetary policy and smict control over public spending.

Nowithstanding, by early August most of these cost pressures had been absorbed and it was
reasonable to expect that inflation in the kst four months of the year would be significantly lower
than in the same period of 1989 This in rum would help 1o loosen the adjustment policy sooner
and support more intensive economic growth.

Such mofold progress towands price stahilization and economic reactivarion, however, was held
back by huge leaps in intemational oil prices caused by the invasion of Kuwait in early August.
Consequently, intemal fuel prices had to be severely adjusted in lare August and again in early
Oectober. This led consumer prices torise by 4.9% and 3.8% respectively, in September and October,
with the accompariying decline in expectations abour the furure course of inflation and the stare
and degree of economic reactivation.

Nonetheless, thanks o the degree of macroeconomic control artained before the oil crsis and
despire the propagation effects that were to be expected from the existing indexarion mechanisms,
inflation plummeted in November (0.9%) and even more in December (0.5%).

In addition, the skowing-down of inflagon ook place topether with the beginning of economic
recovery. Indeed, gross domestic product, which had scarcely risen in the second and third quarters,
mcreased more than 2% in the fourth quarter.

By the end of the year, then, progress had clearly been made towands the poals of the adjustment
policy, as regards balance of payments and stabiliznon, while a stage had begun of sgmificant
economic growth, astainable in the medim-tem.

This peogress was recognized by international financial instinutions and expedited foreign debt
rencgotiation. By the end of November, upon expiry of the stand-by agreement subscribed with the
Intemational Monetary Fund the year before, the IMF agreed with the Chilean authorities that

there was no need to renew it, thus ending the cycle of siccessive agreements between Chile and
the IMF that had begun in 1983,



The progress and stabiliry of the Chilean economy were also recogmized by the intemational private
creditor hanks, with which a new agreement was quickly reached on the restrucrured debe,
invedving a balance of paymenits relief of US$ 1,800 million in the 1991-1994 period, due to kower
principal repayments. Simultaneously, rwenty of such banks agreed to purchase bonds issued by the
Republic of Chile in the amount of USE 320 million, a major step towards Chile’s return to the
international vohmtary credit market.

2. Economic Activity and Employment

'[ n 1990 groms domestic product rose by 2.1%, a mach lower rate than in the previous four years.
The main reason for lower economic expansion was the marked showing down of domestic
spending resulting from the adjustment policy designed to restore basic macroeconomic balances
and rechanne| the economy in the direction of sustained medium-term growth.

Adpstment policy implicanons showed clearly in GDF behavior during the year. After rising by

5.5% in the fist quarter, GDP increased by 0.8% in the second and 0.2% in the thind.

Worwithstanding, consistent with falling interest rates and climbing fiscal activity, the declining

mrrﬁ:;[um reversed in the lase quarter, when economic actvity grew by 21% (Table 1 and
1).

The loss of economic dynamism showed up with varying intensity in the various sectors of the
economy. The manufacturing industry, which stagnated, was the most affected, followed by
construction and commerce, both of which grew at a much lower rate than in 1989, Conversely,
transport and communications expanded again intensively, while agriculture and livestock, and the
forestry industry rose by nearly 5%, thus doing better than in the previous year. In tum, the steep
decline in fisheries and the slight drop in mining stemmed largely from exogencus elements not
linked 1o the adjustment policy (Table 2).

The slower growth of domestic spending did not affect its diverse components in the same way
either. The weight of adjustment fell primearily on private consumption, where expansion fell from
8.4% in 1989 10 0.7% in 1990. In contrast, gross fixed capital formation, especially investments in
machinery and equipment, rose vigorously though not as intensively as in the two previous years
(Tables 3 and 4). A major part was played here by Large scale projects in mining (La Escondida, La
Coipa, Disputada de Las Condes), cellulose (Celulosa Arauco y Constinucisn, Celulosa del
Pacifico, and Forestal Santa Fe), hydroelectriciry (Canutillar, Fangue, Pehuenche, and Alfalfal),
and communications (Compariia de Teléfonos de Chile).

..
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Increased investment was also manifest in the substantial expansion of domestic peoduction as well
as of imports of capital goods —by 23% and 17%, respectively— and the rising cocfficient of
investment in fixed assets, which amounted to 19.5%, the highest on record in recent years.

The behavior of economic activity, though with some delay, affected employment. As in the past
two years, unemployment rose geadually in the first half of the yvear for seasonal reasons, at a lower
rate, however, than in the same months of 1989, As adjustment proceeded, however, the gap
between the unemployment rates prevailing in 1989 and 1990 namowed and eventually reversed
in: the Last months of the year As a result, while the average annwal rate of unemployment in 1990
was % and thuss lower than the 6.3% figure observed in 1989, in the last quarter of 1990 it was higher
(5.7%) than in the same period of 1989 (5.3%) (Char 2).

The stable rate of unemployment that prevailed for most of the second half of the year, when
production scarcely grew, was i a considerable extent due to a shower growth rate in the labor force.
From 3% in 1989 it fell to only 1.7% in 1990. Notwithstanding, as the economy began to recover
at the end of the year, both the rate of growth of the labor force as well as the emplovment rate rose
significantly (Table 5).
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a) Inflation

A +hanks to the polickes enacted in early 1990 to check aggregate demand, the rising trend of

L inflation was gradually curbed in the first eight months of the year. As shown in chart 3B,
the annualized rate of inflation based on moving quarters, which had increased o 30% at the end
of 1989, ssahilized ar about 25% between May and July:

This result was obtained n spite of obstacles to stabilization arising from cost increases

One influential factor in this context was higher wages. For various reasons, in the last quarter of
1989 there was a tendency o mﬁ:ﬁﬂtmuccm'el:arﬁainjngardwmnukm
conraining indexation clawses amounting to several points over the consumer price index variation.
Both prevalent employment conditions, as well as the anticipated instinstional changes, contributed

15



CHART 34
Consumer price index
(1 2-moneh vanarion)

%
a5
a0
25
20
15
10

e

0 L] o 5 1] ] o - o M i 5 ]

19&8 1985 159490
CHART 3B
Annualized rate of Consumer Price Index based on moving quarters

B

60

S0

40

a0

a0

10

(1]




to this. In this context, wages rose sharply berween November 1989 and Jamuary 1990, Largely as
a result of this and of the 44% adjusmment o the minimun wage, effective 2 of June 1, the cumularve
average of nominal wages was 28% higher than in 1989, and in the 12 months ending in December
991 wages rose by nearly 34%. In the context of an adjustment process where labor productivicy
remamed almest constant, these nominal wape ncreases contmbuted o generating inflationary
[EssUres,

Taxation changes were another element that helped to raise prices, especially the rise of value added
tax (VAT ) from 16% o 18%, which became effective on July 1. This explams in past why inflagion
was ot quickly conrrolled, despite the riporous adjustment policy. Indeed, the direce effect of a
higher VAT on consumer prices, which was peobably hastened to some extent by producers was
estimated 0 be bevween 1.5 and 2 percentage points and would account for a significant pomion

of the increase in prices in the June-August quarter.

Nevertheless, by the middle of the third quearter, conditions were ripe for inflarion to begin to slow
down quickly. Progress in this direction, however, was deferred by the wnexpected and abnormal
rise in oil prices resulting from the Persian Gulf conflict. In Aumust alone the price of petroleum
imported by the Empresa Nacional del Pemrdleo increased by 72% and rose again by 16% in
September.

Uncler such circumstances and 1o avoid distorting the allocanion of resources, internal fuel prices
were raised sharply in both kire August and early Ocrober. The immediate result of such increases
was 3 jump in inflazion. Consumer prices went up by 4.9% in September and 3.5% in October, while
the sum of direct and indirect effects of adjusted fuel prices was estimared o be 0.2% in August, 3%
in Septernber, 1.2% in October, and 0.2% in November,

However, thanks 1o controlled intemal spending achieved before the oil erisis, the subsequent
effects of such crists on the rate of price growth were less than they might have been in a less
constrained macroeconomic ramework.

The increase in consumer prices in November was thus 0.9%, slightly more than half the figure for
the same month in 1989; in December it fell to 0.5%, less than ane quarter on the rre prevailing
int the previows year (Table 6).

In this contexr, progress towards stabiliztion, hindered unril August by cost pressures as described
above and reversed in Seprember and Ocrober becavise of rising fuel prices, began to show irself more
clearly. Although the varation in the consumer price index was greater m 1990 (27.3%) than in
1989 {21.4%), its overall rajectory proved more favorable: unlike 1989, which ended in a high and
rising annualied rate, 1990 finished with a kower and declining rare of inflation (Charts 3A and
iB).



b) Wages

Rieal average wages rose by 1.8% in 1990, only slightly bess than in the previous year (1.9%). This
similarity is remarkable in the light of the marked slowdown of economiic growth in 1990 and
deterioration of the rerms of trade, suggesting an increase in the wage eamens” share in domestic
ncome i 1990,

Asusual, the behavior of real wages in 1990 also reflected their inverse relation o the development
of inflarion. Reeal wages thus dropped in March, June, Seprember and October, when inflation was
high, and rose sharply in July, November and December, when price increases wene lower and less
than expected (Table 7 and Chart 4).

CHART 4
Index of real wapes
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4. Money and Interest Rates

-"':*-h-:h{-]'m'iwcd'&u:nmw,'mﬂcmii:rrﬂhtml??ﬂumm&rdbyﬂ-mmaiqui by
A the Banco Central. The main instrument wed was the real mte of interest paid on its
boerowings in the financial market. The Bank in fact actively managed these rates 50 2 to influence
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the cost of credit in accordance with prevailing economic conditions, whereas nominal monetary
aggregates were allowed o adjust passively in accoedance with demand.

In early January the Bank resolved to increase substantially the rates of interest on its instruments,
to moderate the growth of ageregate demand. Accoedingly, the interest on #0-day Indexed
Promissory Notes (PRBC) wene from 6.8% ro 8.7% and on ten-year Indexed Promissory Notes
Payable in Coupons (PRC) from 6.9% to 9.7%, while placement of 180-day and 360-day PRECs
was resumed ( Table 8),

These measures had an immediate effect on credit marker conditions: the nrerest rare on indexed
N e 365 dhay deposits —a pood indicator of these conditions— rose from an average 8.7% in the
Last qquarter of 1989 10 11.9% i the first quarter of 1990,

In the following months, the interest rates paid by both the Banco Central and the financial market
gradually rerumed o more moderate levels, consistent with the falling growth rare of domestic
expenditure. Un June 1, the Bank discontinued the sale of is longer term PRCs and in the second
half of the year it continued backing the nommalization of the market interest rate. To this end, on
August 17, the Bank stopped selling 180 and 360-day PRBCs, whose interest rates were 8.9% and
9. 2% respectively, and lowered the 90-day PRBC interest rates from 8.7% t08.2%. The rate on these
profuissory notes was reduced again on October 31, 1o 7.2% and in bate November, 10 6.8%.

These mezsures contributed to reinforcing the declining trend in interest rtes since April. In fact,
the real average rates of mterest on indexed UF (indexarion unit) 90 to 365-day insuments fell
from the peak figures recorded in March, 13.3% (deposits) and 16.5% (loans), to 6% and 9.2%,
respectively, in December. Therefore, the year ended with intenst rates on deposits and loans
ﬁpn'ﬂ]ml! to those of mid-1989 (Chart 5).

I this contesct, the annual growth rate of broad private money (M1A), which had already fallen
persistently i 1989, continued eo decline to dightly more than 12% by the end of the yvear (Chart
6. This slowdown was more marked m the case of demand deposits, which rose by 8.6%, while
money in circulation grew more steadily by abour 19% (Tables 9 and 10).

I real tenms, money registered a steady decline. In facr, real 12-month M1A vaniatons fell by 5.4%
in the first quarter, 4.1% in the second, 11.5% in the third, and 14.5% in the fourth. The declining
trend of real money did not reverse until December, as a result of the substantial reduction in
nominal interest rates caused by the sharp drop in inflation and the fall of real interest mres.

The behavior of the money was a clear reflection of the effect that economic dowdown had on
money demand, and particularly of the increasing cost of holding cath balances, as represented by
the nominal rate of interest. In facy, in 1990 this rate remained systematically higher than in 1989,
because of the joint effect of increase in real interest rates and inflation. The nominal interest rate
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on short-term deposits showed a monthly average of 2.6%, compared with 2% in the previous year,
or a difference of 12 percentage points in annualized rerms.

Base money, in tum, increased by somewhat more than 25%, mainly owing to exchange operations,
whereas domestic credit operations contracred substantially throughour the year.

To some extent, the considerable increase inuxdlang: Operatons resaglbed from tEmporary factons
asociated with the positive differential between intemal and extemal rtes of intenest. A major
cause of isue duning the first quarter were the currency swaps berween the privare sector and the
Banco Central, transactions which provide cover against exchange risk. These operations were
subsequently cunailed to a considerable extent by mising the associared fees, extending the
manirmum authorised terms, and restricting the onigin of the curmency used in the swaps. The amount
of such operations, which had risen from US$ 2,018 million ro US$ 2 870 million from December
1959 to March 1990, subsequently fell steadily 1o US3$ 1,840 million by the end of 1990,

Despite: the contractive effect of the falling swap level on base money, exchange operations
continued to be the main cause of its increase. This effect was neutralized, however, by the sale of

Banco Central paper, by which means the volume of more liquid monetary ageregares was kept
under choser control.

By contrast, the broader monetary aggregares grew substantially, though kess than in 1989 in real
tenms. Under its broader definition (M7), real expansion berween December 1989 and December
1990 amounted to 9.3%. This increase resulted from more Banco Central instruments being held
by the privare sector; whose relative share in M7 rose from 25% in the last quarter of 1989 o 32%
i the same period of 1990 (Table 10). This Last result directly reflected the effect of the monetary
policy applied during the year, countered by monetary contmaction, as described above, and
sbstantial increase of intermarional reserves.

5. Balance of Payments and Exchange Rate Policy

a) Balance of Payments

¢ 1990 the bakance of payments chsed with a surplus of almest USS 2,370 million, the highest

L ever reached by the Chilean economy. By year-end, intermational reserves roalled USS 5,350
million, 8% higher than in December 1969, These resules were due primanly o considerable
mprovement in the capital account, substantial increase in non~copper exports, and moderate
growth of imposts.

21



i) The curent account

The current account deficit amounted to US$ 790 mallion, 3% higher than in 1989, As in previous
years, this was the result of high negative bakances i the financial (US$ 1,510 million) and non-
financial (U1S$ 450 million) services accounts, which were not offset by the trade surplus of more
than US$ 1,270 million and the positive net balance of 1S3 200 million in unrequited mansfers
(Table 11).

The made surplus {19% bower than in 1989, but substantally higher than expected mitmlly) was
caused by an increase of 2.8% in expons and 8.2% in imports (Table 12).

Export growth onginated entirely in the substantial expansion (11%) of non-copper sales. The
value of copper exports, in um, dropped 5.6%, internupting the steadily nising mend of the three
previoas years. The main reason for this fall was a drop in intemnational prices, down from USS cents
127 per pound in 1989 to USS cens 121 in 1990, Some inflsence, though not as much, was due
o a 14% reduction in expor volume.

The average price of non-copper exports abo fell in 1990. The fall, amounting to over 4%, was more
than offset, however, by higher volume, which rose by more than 16%, exceeding the alneady high
growth of the two previous years (Table 13).

Among non-copper exports, it is worth noting the considerable rise in non-traditional irems, which
grew by 24% for the second consecutive year, contmbuting more than one quarter of the value of
total exports of goods (Table 12).

The behavior of imports reflected toa considerable extent the effects of the adjustment policy. After
expanding by 35% in 198% and by a still high rare of 20% in the first three months of 1990, imports
Tose a mere 1% in. the second quarter and by 1% in the third. Though they rose again by 11% in
the fourth quarter, due to the abrupt rise in intermational crude oil prices, overall growth for the vear
amounted to 8.2%, bess than a quarter of the figure for 1989,

The delﬁ[l‘l'bﬁl‘l.l Fl'l.'llil:!.' left its mark pﬂ.l‘[i.-tl.:l'arl',‘ OT ITHPOTLS of consumer _E_I.'H.'HJS- and non-fuel
intermediate goods, which as from the second quarter were substantially lower, in absolute terms,
than in the same peniod of 1989 (Chants 7A and 7B).

Conversely, fuel impors rose 43%, mainly as a result of an increase of nearly 26% in the average
prices of petroleumn and of 14% in the volume of imported crude oil. The batter, in tum, was due 1o
renewed decline in domestic crude production and the decision to accumulate more stock 1o face
possible interruptions in extemal supply caused by the Persian Gulf crisis (Char 7C)
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Imports of capital goods went up by 17%, driven to some extent by matenalization of lange-scale
mining, cellukose, hydroelectne, and communication projects. The share of capital goods in rocal
imports rose for the eighth successive year, to more than 30%.

The 1990 balance of the financial (interest and profits) and non-financial service accounts (freight,
mnsurance, transport, and tounsm) impeoved perceptibly.

Net financial service payments abroad were in fact reduced by LUS3 115 million. This was due, firstly,
to karger interest payments received on considerably increased internarional reserves, and secondly,
to bower profir remittances. This bast factor was influenced by both bower company profitability,
probably ansing from the detenorating prices of many export items and the intemal adjustment
process, aned the greater artraction offered in 1990 by financial placement of surpluses in the country,
based on intemal and external interest rate differential, and growing expectations of exchange
stahiliry.

Improvement of the non-financial services account was even better. Net outflows under this
heading decreased by more than USS 150 million and were thus the bowest since 1956,



it} The capiral account

As in the two previous years, net capital inflow exceeded the current account deficit, generating
a bakance of payment surphs of approximately US$ 2,370 million.

The overall positive balance of the capital account rose from nearly US$ 1,280 million in 1989 to
US$ 2,650 million in 1990; of its componentts, the substantial growth of foreign investment and
associared credit is worth noting.

The former was influenced by increased flows channelled through foreign investment funds,
handled by instirutions authorized to operate with external resources in the domestic financial
market, with disbursements amounting to US$ 257 million, and by bomowing external funds for
the first time thaough the system known as ADR (American Depositary Receipes), under which the
Comparia de Teléfoncs de Chile listed a new stock issse on the New York Stock Exchange,
amounting 1o L33 92 million.

As a result of considerably expanded net capatal inflow, by year-end intemational reserves totalled
USS 5,350 million, enough to finance imports for 9 months. This reversed the declining mend
observed in the reserves/imports ratio since 1986 (Chart 8).
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b Exchange Rate Policy

I 1990 the basis of the exchanige rate policy was still the daily adiustment of the U.S. dollar as set
by the Banco Central (referential dollar). This adjustment is equivalent to the variation of the
consumer prace index, less medium:-term intemational inflation relevant for Chile (estimared at
3.66% per annum in 1990). The exchange policy also retained the +3% mergin on the referential
dollar value for the purchase and sale of foreign cumency by the Banco Central fixed in June 1989,
which determines a range within which the average hanking exchange rate (or market observed
rate) may move freely,

Application of this exchange rule led the referential dollar to rise sieadily from 281 pescs in
December 1959 to 352 pesos one vear larer. Notwithstanding, as a result of substantial inflow of
toeeign capatal and positive development of foreign trade, the observed dollar stabilized ar about
297 pescs between Jamuary and July (Table 15).

Accordingly, the real observed exchange rate akso fell in the same period; in July, however, the
olserved exchange rate touched the floor of the range. Then, as may be seen in Chart 9, the observed
dollar rose again in subsequent months in the wake of the referential dollar variations.

In this context, the real observed exchange rate, despite its decline unsil July, reached one of its
haghest levels in the past fifteen years (Chart 10).

On the other hand, the priority that the economic authorities continued to place on the
maintenance of a stable real exchange rate in the medium-term was evidenced by the decision 1o
retain the nule determining the referential exchange rate in a period characterized by sbundant flow
of external credit, high foreign investment, and relatively high copper prices. This ensures that, in
the medium-term, fluctutions in the observed exchange rate will take place around a stable official
exchange rate in real temms.

Together with the maintenance of the exchange policy based on gradual devalsation of the peso,
the Banco Central introduced variows reforms in exchanpe resulations, the main amendment being
the entry into effect of the Constirutional Crganic Act of the Banco Cemtral, in December 1989,
fillowed by enactment of the new Compendium of Rules on Intemational Exchange, in Apnl 1990,

Cne of dve major issues in the new regulations was a change in the onginal basic principle, to the
effect thar “any person may freely engage in intemational exchange operations”. Whereas the
prevaous regulations allowed only such exchange operations as were expressly defimed by the Banco
Cenrral, under the new rules all operations may be perdformed freely, subject only o cemain
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limitations or resrictions explicady established, designed 10 ename curency stability and appeopriate
balance of payments financing.

Such limitations and restrictions on specific mansactions include the operation of a formal
exchange market —composed of banks and authorized money exchanges—, where certain
exchange operations must be exclusively performed, such as retums and settlement on exports of
poods and services, payment of imports, and cemain capital operations abroad, all of which are
clearly defined in the regulations. All other operations not expressly described in the regulations
may be freely transacted in the informal exchange market at an exchange rate agreed between the
paries.

In addition to requinng specific provisions, the above restrictions and limitations are of a temporary
nature; the Law provides that they may be enforced for not more than one year and be renewed by
resolution on the Council of dhe Banco Central, provided cummency stability or balance of payments
financing so require. This gives flexibility to the exchange system, enabling the establisment of 2
greater o lesser degree of exchange restriction or freedom as may be deemed advisable according
B0 CICLMSLANCES.

Other amendmenis to the exchange system were made in 1990, to expedite certain operations and
enhance their flexibility. They included suppression of the minimum 120-day term for import
permits; extension of the term for settling foreign currency export eamings, from %0 to 120 days;
suppression of the possibility of applying foreign currency from export eamings in swap transactions
with the Banco Central; and flexibilization of the term for purchasing forein cummency for maveling.
Finally, another significant innovation was the approval of norms regulating the acquisition of
Chilean corporations stock by persons residing abroad, and issue of securities that may be mransacted
on foreign stock exchanges (the so-called ADRs or American Depositary Receipes on the New York

b. Foreien Debi
a) Behavior of Foreign Debt

s of December 31, 1990, rotal foreign debr, excluding debt owed to the Intemational
Monetary Fund, amounted to USS 17,450 million, 7.4% higher than one vear earlier
(Table 17).
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Short-term foreign debe, which is linked o foreigm trade financing and use of so-called bridge credit
lines by expanding companies, and which in recent years has been influenced by increased net
inflow of financial credies, totalled slightly over LISS 3.350 million, continuing the growing mend
of the previows years.

Medium-and long-term debe amounted o neardy US$ 14,100 million, about 8% of total debe. OF
the increase, which amounted o USS 815 million, more than 300 million were the result of
devaluwnon of the ULS. dolbar becawse about 33% of such debt is denominated m other currencies.

As in 1988 and 1989, the increase in medium-and long-term debr was the result of an unequal
behavior of public and privarte sector [iabilities. The former fell by nearly US$ 300 million,
while private sector liabilities rose by more than USS 1,100 million. Nomwithstanding,
restructured private debt with creditor banks fell by LIS$ 487 million in 1990, Accordingly, the
breakdown of foreign liabilities changed, while the down mrend in public sector share, begun
in 1988, continued (Table 17).

The increase in private sector debt was due to the substantial inflow of credir under Decree Law 600
and Chapter XIV of the Compendium of Rules on Intemational Exchange, intended for specific
INVESIMENE. Projecis.

The share of non-financial creditors (mubnlateral organizations, govemnments, suppliers, and
others) continued to nse, while the share of commercial banks as Chile’s eredivors diminished.

The largest portion of the debe with multilateral organizations was associated with public sector
infrastructure projeces (roads, water supply, housing, and industrial development through
Corfo) and financing investment projects of the private sector (credit 1o Endesa, Chilectra,
and Pehuenche).

In um, the increased share of public sector creditors was asociated with substantially Larger
financing of major investment projects in the private sector, where official onganizarions participared:
Japan in mining and Germany and Canada in cellubose.

The drop in debt with banking creditors took place mainly in the public sector, whereas private
sector debe increased. In the form of financial boans beought in under Chapter XIV of the

Compendium of Rules on Intemational Exchange, the private sector received from the

international bank the amount of US$ 150 million of what might be termed voluntary boans,
which s three times the figure for such boans in 1989,

Finally, the debe with the Intematsonal Monetary Fund fell by nearly 10% in 1990, thus continuing
the downward trend of the past two vears (Table 17).
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Un the other hand, debt conversion operations, basically under Chapters XV and XIX of the
Compendium of Rules on Intemational Exchange, continued in 1990, Debt redemption reached
US$ 1,090 mallson, considerably ower than the USS 2,760 million of 1989, the main rexson for
the difference being the substantial rise in the price of Chilean foreign debt instruments in the
international secondary market, together with smaller supply of said inssruments on that marker.

Arthe same time, the share of the variows debe-conversion mechanisms changed: while the absolute

amount and relative share of Chapter XV operations rose substantially, thime under Chapeer XIX
fell (Table 19).

b} Foreign Debt Renegotiation

In late 1990 & new agreement was reached with the creditor banks on debes contracted before
January 1983 which have been subject to succesive renegotiation procedures.

The strategy designed by the government and the Banco Central was hased on reating resaructured
debt-related problems separately from the need to obtain new money. To this end a ewofold straregy
was applied: on the one hand, debe agreements were restructured and made more flexible, while on
the other hand, honds were issued as a new instrument for addirional extemnal financing, with a view
to refuming to voluntary credit markets,

1) Renegotiation agreement

The agreement with the Crediror Banks Committee, which is composed of 13 banks, was reached

in late September and the agreements inchuding the other creditor banks were subscribed on
December 12.

Sevenreen oblipors of the public sector and private financial sector and 220 creditor banks were
parties oo this agreement. Total debe as at the signature date of the new agreement amounted 1o 1S3
4.600 million oniginated under the new money agreements of 1983, 1984, and 1985, World Rank

cofinancing agreement of 1985, and renegotiation agreements for the periods 1983-84, 1985.87,
and 198591,

Of the US$ 4,600 million, US$ 4,100 million pertained to the public sector and the balance to
prwvate banks. In 1985 restrucrured debt amounted to more than USS 14,000 million, accounting



bor about T0% of Chale’s total foreign debe. As a result of debe-reduction operations, by late 1990
the US$ 4,600 mallion accounted for only quarter of total foreign deb.

The main issues agreed on included rescheduling payment terms, extending retiming reversion
terms, meore flexibalicy in foreign debt reduction mechanisms, and extensson for ane year (1991) of
short-term commercial credie lines.

RL"!-E'.'I.ELIIJ'II'I]_.’ llr ['fivl'r'l.'l'ilt]"lr enms

Payment terms were amended as follows:

Previous Agreements New Agreement
1963 New Money 19911996 1995.1999
1954 New Money 19911993 19951999
1985 MNew Money 1991-19% 194952002
1985 Cofinancing 1546 1948 unchanged
1983-1984 Renepotiation 19932002 1997-2005
1985-19%91 Renegotiation 19932002 19972005

The new terms brought relief for the 1991-1994 period in the amount of USS 1,800 million

in lower principal repayments.

Ei':tl.'l'l'.'ni'lﬂ'l ‘I'J I!'L'tll'ﬂll'lg TEVETSR

I thie 1987 negotiations it was agreed that mterest would be paid yearly rather than half-yearly
{retiming), which brought relief to the balance of payments in 1986, Such retiming was then
consiered a substituee for additional new money debe, and it was agreed to retum to half-yearly
mtercst payments gradually from 1991 o 193

Notwithstanding, under the 1990 agreements such reversion would be gradually deferred, as hown
below, to relieve the balance of payments. In practice, this change means a savings of more than
LS3 200 million in the three-year peniod 19911993,

il



Previous Agreement Mew Agreement

1963 New Maney 1991 1094
1984 New Money 1991 944
1985 New Money 1991 1993
1985 Cohnancing 1991 unchanged
19631984 Renegotiation 1992 1995
1965-199] Renepotiation 1993 1996

Flexibilization of foreien debe reduction mechanisms

To continue expediting the foregn debt reduction process, several clauses in the agreements were
made more flexible, <035 o allow cash buy-backs or debe exchange, taking advantage of available
discounts on transactions of this kind and substantially raising the quantitative limits prevailing on
auch type of operations.

Under the new agreement mtemational reserves up to LSS 750 million may be used for such
rransactions in 1991, nsmg wo 1,000 million in 1992, and 1,250 million for 1993 and subsequent
years. Any of the public sector or financial privare sector obligors being party 1o the renegotiation
agreements and wishing to redeem debus by means of the above margins, shiall require approval from
the Banco Central.

Extension for one year of shom-term commercial credit lines

Since the renegotiation process began in 1983, agreements have systemaically included the hanks'
commitment to grant short-term credit lmes for financing foreign trade, with the puarantee of the
Republic of Chile on any such operations as far as they be performed by public sector instinutions
or the financial private sector.

Present negotiations extended the banking commitment in respect of such facilities uneil 1991,
under the same conditions. The credit line commitment amounts o USS 1,440 million.



i) Republic of Chile bond ssue

Together with renegotiations on restructured debe, an operation was bunched in the intemational
capital market for voluntary financing of the 1991 and 1992 halance of pavments. This operation
i part of Chile’s rerum 1o financial normality, by wing a new instrument to borrow bank funds.

This financing is peovided by bearer bonds issued by the Republic of Chile, in the amount of
US55 320 million, atan interestrate of LIBO + 1.5%, fora term of 5 years with 2 years grace period.

The bonds were acquired by 20 banks (from the L. S.A\., Canada, Europe, and Japan), with balanced
shares in the total isue.



DATE

1985

1986

1987

1988

1989

1990(a)

la) Provisional ﬁgu:::..

TABLE 1
Cuarterly gross domestic peoduct
[ Percentage variations from the sime quarter of the previous year)

QUARTER

I 1 1 v
i3 0.4 1.4 4.3
4.5 T 4.8 6.0
8.5 4.3 5.2 5.0
) .4 .4 8.7
9.8 12.2 10,3 7.6
5.5 L 0.2 Z.1

S

YEAR

Z4

57

10

T.4

1010



TABLE 1
{Annual percentage variatsons)

SECTORS 1988
Agriculture, Livestock and Farestry 2.7
Fishing 2.6
Mining 4.2
Manufacturing 8.7
Electricity, Gas and Water S
Construction 6.1
Trade 9.8
Transport and Communications 11.5
Others 5.8
Toml GDP 74

{a) Provisional figures.




TABLE 3
Components of GDP expendimun:

PERCENTAGE VARIATIONS PERCENTAGE OF GDP
COMPONENTS
1988 1985 19%0(a) 1988 1963  19%0[a)

CONSUMPTION 8.0 7.5 0.8 TH.1 6.3 753

Frivate Consumption 9.6 .4 0.7 67.9 67.0 660

Government Consumption 4.7 0.9 1.6 101 il
INVESTMENT 8.5 325 2.3 18.1 1.8 208

Gross Fixed Capiral

Formation 107 208 6.9 17.0 186 19.5

Changes in Inventory —16.7 2100 -—58.1 1.1 3.1 13
EXPORTS 6.1 15.7 7.6 2. 294 3.0
IMPORTS 121 253 0.6 24.1 27.4 270

{-I.:l Pm-:i.i.nm] :ﬁﬁ,urg:._



TABLE 4

VIS nd mvestment coethicients

FERCENTAGE VARIATIONS FERCENTAGE OF GDF
COMPOMENTS
1988 1989  1990(a) 1988 1969 1990[s)
TOTAL SAVINGS 8.5 325 -25 181  z1.8 208
Gross Domestic Savings - 22.1 0.2 17.6 196 19.2
External Savings - 450.1 =26.5 0.4 2.2 1.6
TOTAL INVESTMENT B.5 £ =215 18.1 21.8 2038

Fixed Capital

Investment 10.7 20.8 6.9 17.0 186 195
— Construction and

Other Waorks 6.7 12.2 3.7 10.2 104 105
— Machinery and

Equipment 1730 - 33T 10.9 6.8 8.3 9.0
Changes in Inventory —16.7 210.0 -=58.1 1.1 3.1 1.3

{a) Provisiomal figures.



TABLE 5

Mational 'L'Ill.i"-:'.ll'::'rll ind une |||'|| ATnent {a)
Chuarterly moving averages ending in the specified montl
(Thousands of persons)
DATE LABOR EMPLOYED UNEMPLOYED
FORCE RATE
OF
Total % varianon Tostal % vanisos Torml & veriation UNEMPLOY
Eraam freem from MENT
FEEVIGud PrETLOUS PeTiaug
pericd periad penod

1966 Average 4327 7.1 AT 118 457 —9.4 108

1987 Averagn 4,304 1.8 1903 1.5 ol —13.1 93

198H Average 4,440 16 4,092 4.9 k17| —§.2 B

1985 Avetage 4 554 30 4.4 5.2 200 =71.3 63

1990 Average 4,672 1.7 & 357 2.0 280 —3.3 6.0
1989

ARLATY 4,560 [ B 4,250 0.5 | —51 50

cheary 4,563 0.1 4,254 0,1 6% —iH 5.8

barch 4,575 0.4 4,296 0.0 R4 5.3 5.2

Apeal 4,592 .3 4,290 0,1 Py k] 35 6.4

pf; E .1 4 285 —i3.1 33 (] .8

USE 4581 ] 4,262 =0.5 319 1.8 7.0

uly 4,571 =03 4 264 0.0 a7 =15 6.7

U 4,570 LK) 4263 0.0 a7 =01 6.7

Septamber 4 584 1 | 4,289 .4 205 4.0 (K]

Oerober 4614 0.7 4318 0.7 297 0.6 6.4

Mevember 4442 0.5 4,370 1.3 it 8.4 L9

Diecember 4675 0.7 44825 1.2 250 —£.1 5.3
19290

uaEry 4,104 0.6 4467 1.0 236 —~5.4 5.0

Fuary 4,703 0.0 408 0.0 235 07 5.0

M-IFFh- 4 0B =3 4 440 —{,& 149 59 53

.HH:d 4 5T —0.2 4417 =5 261 4% LS

¥ 4 656 ={.5 4374 —1.0 203 aE 6.1

Juns 4 652 —.1 4,350 =i0.5 Joz 6.8 6.5

July 4645 ={.2 4332 —0.4 13 i L

Auguss 46354 -0.2 4 323 —~i,2 Mz =04 &,7

Seprember 4633 0.0 4318 0.1 05 —2.0 L

Dietaher 4,652 0.4 4 350 0.5 303 =1.2 6.5

Mavembar A GHA 0.7 4 391 0.9 195 —3.5 &3

[ cemibser 4,729 0.9 4 460 1.4 268 —.H |

(3] Including populstion aged 15 and over.
Sowrce: Mariona] Bureau of Sratistics,



TABLE &
Price indexes
DATE CONSUMER PRICE WHOLESALE PRICE
IHDEX INDEX
(April 19E% = 100) [December 1974 = 100
Index Variarions Imdex W nnadi o
Wanth 12 mongka Khenth 12 manths

1986 Aversge 654 - 17.4(a) 19,731 - 18.2(a)
1987 Average THA4 - 21.5[a 23,524 - 17.1
1988 Averapge B9 = 133 14925 - 33
198% Average 105.3 - 214 2% 68T - 2.4
1990 Averspe 1326 = 27.3(a) 14,934 - 28,7
1989
Tamuary 7.0 1.1 131 25,761 1.0 6.2
Febagary 571 0.l 12.8 5,327 22 2.1
Mareh 890 1.9 12.9 6,70 1.4 w8
Apail 1000 1.0 11.2 17,208 1.9 10.8
May 1020 2.0 14.8 IT H4T 3 12.5
June I03E I8 14,2 A& 1% 129
Tuly 105.7 1.8 18.1 8913 10 14.7
Mg 1067 1.0 18.4 %50 Z1 7.8
Se pember Li0g 0 2.1 19.8 10,105 19 19.2
herober 1121 19 1.4 3 F T 21.1
Moo mbber 1140 1.7 21.2 31 335 1.5 211
[ mber I16.% 2.1 A 31,3048 =1 125
1990

WY 194 3.5 231 31,813 1.& 235

& BEuary 119.7 0l 33 31,785 —.1 0.7
blaach 1226 24 239 31 91K s 19.5
April 1348 1.8 148 32057 1.5 9.1
Mlay L3267 1.5 243 32481 oy 17.2

e 1295 1.2 148 33254 19 174
_{;ﬂ,- 1315 1.7 T4b 34 510 1% 9.4
HAuguas 1343 .0 25.8 35337 24 19.7
Sepressher 140.% 4.9 by 37,253 54 3.7
Cictaber 1462 LR | .4 15 341 55 4
Hovember 1475 0.9 .4 645 ] 6.5
December 1483 0.5 273 19 150 =07 5.7

[a] Drecember b December variation.
Source: Mational Bureau of Statigics.



TABLE 7

Creneral imdex of wapes

[ December 15982 = 100}
IATE HOMINAL REAL
Index & Wanation Imdex % Varialios
Manth ! 2month Averages Momh  12month  Average
(a] la)
1986 Average 198.3 — ﬂ-iﬁ[t:l 330 4.4 - 2.1(b) .0
1987 Average 2373 = u-”'h 19.7 a4 4 = 0.5(b] —0.2
1388 Awverage 2040 - 17.5 422 1066 - 4.3k .5
159 Average L P = zs.zh: 19.2 1025 - _'|..1|:I;|1 1.9
LF0 Avcrage 4438 = ArE kL | 10,4 = 5 .0(k] 1.8
198%
[T 159 5 | 17.3 17.3 1006 1.1 I iy
sbaaary EFLE 13 17.% 17.5 102.8 1.2 4,2 4.0
Mareks 324, 1.3 17.4 17.5 1033 —0 b 4.1 4.0
:-arll 331.1 2.2 18.5 17.7 1031.3 1.1 4.7 4.3
¥ T 1.8 187 175 103.1 0.3 3,4 4.5
une 3418 1.4 172 178 103& (.4 0.9 15
uly 348 1.9 180 178 1028 0.1 0.1 1.0
R L 13 182 17% 103.1 .3 —0,1 14
Seprember 3573 13 15.3 180 1033 —i3.8 —ii.4 13
Dicrober 3621 14 36,6 &3 100.8 =1.5 —.5 1.5
Hovembar T ) g 18.7 101.7 0.9 0,6 1.8
Docember 3270 4.1 25.2 1%.2 103.7 2.0 LA 15
19490
{.Mu;. 0.7 33 6.5 6.5 104.5 0.8 TR 1R
chruary 4008 0.3 25,2 5.9 1644 .0 14 12
March 407.7 1.7 158 58 103.7 0.7 105 2.0
mﬂ 418.1 1k 6.3 260 1045 0.8 1.2 1.8
4271 2.3 6.7 2.1 1052 0.4 T4 1.8
:}nm 434,00 i.6 Ir0 6.3 104.5 0.5 1.8 1.8
uly 445 & 2.7 B0 6.5 105.4 1.8 ] 1.4
Augamn 4533 1.7 8.5 6.8 1053 0.3 .1 2.0
Sepaember 450K 1.2 8.4 270 1014 3.5 —06 1.7
Oeiaber 4753 & 312 374 104 .4 ~0.3 0.6 1.6
Hovember 487.7 -3 M. ins 10:3.1 1.7 1.4 1.6
Drecambsr 5176 Bl 3118 8.4 10,9 £ 5.0 1.8

[a] Varateon berseen the cumulative average to such meonth and the cumvalative aversge to the same mostk of
the previous. year.

(bl December 1o Decembsr variatson,
Source: Mational Bareas of Ststonks.



TABLES
Interest rates on Banco Central indexed instruments

DATE

19EE
December

1989
January, 4

April, 24 ' :
June, 7 Sy
September, 5 e

1990
January, 5

June, 1
August, 17
October, 31
Movember, 27

(*) Suspended.



TABLE %
Behavior of major monetary appreanes

DATE MONTHLY AVERAGES PERCEMTAGE VARIATIONS

{Thousand millians of ChE) Month 12 month

E MI1A M7 E MIA M7 E MI1A M7

1959
Januaary 253 439 2,956 2.1 2.6 52 39 J45 317
February 257 447 3023 <06 1.9 23 231 322 336
Muarch 260 464 3111 3.1 B8 29 303 329 33
April 272 453 31138 4.9 =2.3 09 3ilse na 317
Blay 255 452 3215 14 02 24 IRid 9.0 3.5
June 282 242 3,340 4.8 2.2 39 3RO 23T M6
July 268 453 l480 47 2.4 4.1 287 251 3740
August 248 451 3,553 1.3 {5 21 1BY 1.0 37.3
September 274 480 3,650 105 6.5 2.7 2348 21.7 387
Oicroher 6% 456 3Tz 1.B 5.0 1.6 179 116 3B.0
Movember 255 454 3,B37 —5.2 —i.5 A5 138 153 41.2
December 304 536 4,067 19.3 18.2 60 226 253 448
19490
Jamuary 202 531 4,169 0.7 —i.9 25 192 21.1 41.0
Febsusry 306 51 4,285 1.2 ~4.B 28 N4 131 41,7
March a7 539 4,456 g 6.7 40 222 16.3 43.2
Apsil EET) 549 4,514 6.3 1.7 1.3 239 21.1 438
May 339 334 4616 (8] —-1.9 23 264 19.0 436
Jume s 521 4,740 2.5 -3,2 27 174 178 419
July A0 515 4904  —6.3 —1.2 A5 155 136 409
August 34 489 4,964 1.4 5.0 146 268 4 403
September 350 547 5163 114 120 36 279 140 415
October 346 496 5,305 1.2 =04 28 M7 a7 431
Movember 330 490 5519 —d.& —1.1 40 9.4 8.1 438
December 381 a2 5783 15.6 22.8 48 254 12,3 422
E: Have Money.

MIA: Momey in cisculstion » Mon-financial private sector cureent sccounts net af flaat + Demand
depisits other tham current accounts,

M7:  MLA + Private sectoe time deposits + Demand and time savings deposits inclisding those for

housing + Banco Central instruments held by the public (non-financial private sectos) +

Treasary Eiﬂm ssory notes held by the public (non-financial private secvos) « Credie bills held

by the public [men-financial private sector] + Private sector forelgn currency deposizs,

4]
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TARLE 10
Lomponents of private monetary agemegares
Monthly averapes

[ Thousand mallions of Chi )
DATE C el Dp Ah Inagrumenty Treasury  Credst Private Sect.
of the Banca Pramimsocy  Bills Foreign Cur-
Central Mores remcy D posits
196%
amuary 157.3 281.5 GRL.3 356.5 6151 2318 251.4 13
EBFLAly 153.7 2884 a%1.7 3523 6337 214 261.7 1045

March 168.3 2%5,5 QER.7 kLR 670.2 1.8 1765 AT

April 1645 2881 1,009.4 375.1 GER D 1.2 ITEA 9.5

May 164.5 JET.R L0151 JE3n TIH.0 5 2B 3238

June 1644 277.8 1,057.7 3884 ROHS 227 IHEE 31300

July 1631 908 11060 2 3973 87402 124 904 3804

August 158.5 2923 114407 403.% BT9.5 134 00T 3549

Septomber 171.4 JxE.A B 151.5 4077 0055 235 9.2 ATIO

Dicnoker 1659 0.0 1A 410.8 0331 234 354 3924

Movembar 1675 2850 ©.3241,2 4142 a7l.5 22.1 32T.T 4016,

[aécember 1953 408 12876 4129 1.0440,4 234 3427 418.1

15

AT IRAT 1862 3451 13475 42154 106238 240 1464 432.3

chauary 193.% S1E0 1 37%% 4302 1 1486 e 3603 4423

Wagich 1979 3415 1.37)0 4198 1,2585.1 135 3720 452 5

A pril 197.% 2512 1. 409% 44723 1327246 233 LT 455 4

May 1%5.4 34T 146510 451.0 1,298.2 18.7 3A4.3 460,59

Junic 193.% 27256 15134 4607 13518 20.% 1.7 4795

Juldy 1875 3270 156903 46ES 14324 194 401, 4901

Ayguas 18813 3004 1. 5685 4770 1,503 B 19.2 145 5145

Seprembee 4.5 MIE 15761 4HA.2 1,5745 16,8 43305 304

Crctobar 190.2 Jos 4 14676.2 4949 1.65%.1 17.7 4420 5196

Hovembed 194,0 6.1 1.755.5 514.7 1,752 185 471.5 5162

Decembsr FATE ] JEB3 1 T4BS 53152 1, B4%.4 189 4951 5352

Y MBOLS:

i 1 Maney i ereulitian (held by the public],

KA H:-rl-l'lrruntia.l private gecoof curfent accoants net of float, b all deposics of the Treasury Banking
Accnund. Flaat refery ta dogumaents rocdived by banks osd exeended sguinge all kimds ui' depeniri
rhﬁ:. privave, and ineefisaneial).

] vate pecton Bime deponics,

A Demand and time u-r'll:u;- depamies includisg thows for housing.

BATIOE:

Ml ¢ C+D1(D]: Non-financial privafe soctor cumens acoounts net of foar).

MlA ;M1 o# D (v Derueed deposing oiber than current accounts),

MIA : MI1A +Dp (Dp: Piivals sccBor Eime depasis].

MY ¢ M2IA « Demand and time sivings deposin including thase for houting.

Mé o M3 # Inatrumeni af the Cengral Bank of Chile held by the public Lmn-l'mm:hlr'}nu- weCnne].
M5 1 MA o Treawwry Promibasry Noces held by tbve publie (non:finsncial private sector),

(AL ¢ M5+ Credi Bills held by ihe pubbic |nan-financial Pr'nu:e seCror).

MT 1 B = Privare secter depasits in foreipn currency.

43



TABLE 11

Palance of payments
{Milkions of LISS b
ITEM 1388 1589 1950 Percemage Variation
1949 1990
L Curreni Acoount =167 ~TH&7 —750 =359 -30
A. Trade balance 2219 14578 1,273 =189 —19.3
1. Exparts FOB 7052 EO=ED B 310 14.6 2.8
Copper 3416 4021 3,785 7.7 5.6
Hon-copper Lak6 4 05% 45158 11.6 11.2
2. Imparts FOR —4 8353 5,502 T.037 4.5 8.2
Fetroleum —465 1= 843 26.7 43.1
Mon-petrolawm -4 368 L ] —6, 1594 35.4 i.B
B. MNonfmancsl services bl —6h34 =51 =14 =259
C. Financis] services ~1920a) =1916 —-1.811 03 —6.0
[ Transfers 177 215 199 215 —74
IL Capital Account 1,045 1276 2650 26.7 107 .4
A, Medium-and long-term
52 T12 2067 -21.5 1940, 3
1. Actual net foreign
imveszment [b) 10% 259 507 137.6 126.4
2. Loan dishursements
under DL &0 L2l 437 BAT —16.1 10340
3. Dther disbussements 1,001 1,044 1,336 4.5 27.7
4, Losn repayments —4T4 =734 743 532 1.2
5 Repayments with frusiz
somissaey notes and
oreign debe
reparchase ~170 206 ] 74.1 1040.0
B. Shari-ferm capital 28 S AR3 19214 30
1. Banking cammercial
lirecs 235 371 204 57.9 —A45.0
2, Others —207(e) 195 3rg 1942 a4 .4
L Erors and Dmissions ~110 —74 s08 ~32.7 £
IV, Balance of Payments
Surplus/Deficit 732 437 2368 0.3 e

(8] Imcludsng PSS 397.5 million ineerest aocroed and negotared under reaiming.
(b} Including nvesitment Fundi asd ADRa, excheding Clapier XIX promaiicey nobed and credst capializakicn,
[} :::nh;dm; U5§ 397.5 millios for incefest reviming and USS 225 milBon for payevent of Bance Central-BIS

i
- -



ITEM

Balanece of Trade
5 urplu._u'l e ficit

Total Exports (FOR)

Copper

Mon-copper
Other major(a)
Non-traditional

Toral Imports (FOR)

Total Impors (CIF)
Consumer goods (b)

Intermediate goods (b)
Fuels

Others
Capital goods (b)

TABLE 11

Millions of LUSE

F:n:-trl.uge Variation

19848

2,11%

7,052
j 416

3,636
2,295
1,341

4,833

5,292
235

2,987
628
Z,359

1,370

15989

1,578

8,080
4. 021

4,05%
2,376
1,683

6,502

7.144
1.054

4,111
El4
3297

1,980

15950

1,273

B.310
3,795

4,515
2425
2,090

7037

7.678
1,043

4,313
1.129
3,184

2,322

1988

80.5

i5.0

52.9
21.6

21.0

0.4
20.9

18.4
324
15.2

24.4

1598%

—18.9

14.6

7.7
11.6

3.5
23.3

4.5

35.0
43.8(c)

28.9(c)
29.5(e)
28.8(c)

42.3(c)

1550

—19.3

2.8

=5.5
11.2

2.1
24.2

82

7.5
=1.1

4.9
38.8
~34
17.3

[}  Incleding iron, nitzate and iedine, alver, gald ofew, meit, hmeal, sawm lumbser, logs, plained wood, calbalose,
methanol, likium carbonace, oxide and femomalybdenam, godd meral and dore.

Ib] Far 1989 and V990, total sccumulited in the year under the new ¢luaificatisn,

el From figures for ihe old clasificagion,



TABLE 13

Foreiym trade indicators

ITEM

Price of copper LME (USS/1b)

Frice of petrolewm (USS barcel FOB)
LIROR USE (Mominal)

Internationsl inflation

Terms of trade index

Tatal goods

Tazal non-cappor and nnn-p:lm-l:um purndl

Tatal exports

Paorcentape variation of value
Percentage variation of prices
Percentage variation of volame

Copper exports
Percentage vamation of value
Prcentage variation of prices | FOR)
Percentage variagien af vahims

Non-<opper exports

Fercentage variation of value
Fercentage variation of prices
Percentage variation af volume

Imparts of goods (CIF)

Percentage wamation of value
Percentage vas iarion of 11:5::5
Percontage variation of volume

19EE

1.197

14,6
T.h%

e

2 Ei,
54, bny
LTS

21.6%
10.7%
ot

Hih,
[, By
12 9

1584

1,274
17.1
U e

Lis

0.960
05935

14 6%
1%

17.7%
LTS
15.6%

110
— 3.2
15.5%

35, (s
4, 0%
29. 5%

1594

1.2110
21.6
AL

7.0r%

860
0,858

—5.6%
4.3%
— 1. A%

11. 2%
4. 5%
16.2%

T.5%
G, O
0,



ITEM 1984
1. Gald 5440
(unces Troy) 1,759
2. SDRs 1

3. Reserve position
with [MF 0

4. Fm‘c'ig:ll Cuf r-nnc}'
ASECLS 2,292
5. Orcher asseis T

6. Use of IMF credic 781
7. Short-term loans 480

I. Imtermational
Reserves (a) (b) 2,837

Il. Gross Hesenves
{ajic) 2056

111, Met Reserves (a) (d) 1,576

(&) Caleulaped from foreign cusmangy amd gold quotstions im o ffect at the end of each penod.

(b} (1 +ZX+3+d4+5]
ey (18],
{d} [11-T}

TABLE 14

(Millicns of LI5S )

1985 1986
519 LiTit ]
1,770 1,795
1] 1

] 0
2450 2,351
—16 1
1.086 1,328
325 i)
2952 3,106
1,867 1,778
1,542 1,778

1987

757
1,811

41

2463
62
1,452
225

3,323

1,871

1.646

1 5EE

679
1.824

44

3,116
A2
1,322

3,872

2,550

2,550

L GAG

L9
1,752

24

3,604

1,268

4,216

2,948

2,943

1990

642
1,858

6,068
— 202
1,151

10

6,508

5,358

5,347



DATE

1986 Average
1987 Average
1988 Average
1989 Average
1990 Average

1989
January
February
March
April

May

June

July
August
Seprember
Cictober
Movember
December

1990
January
February
March
April

May

June

July
August
Seprember
Octaber
Movember
December

TABLE 15

.%'.'w.'fﬁ.;':' I'I.'III'II!I-'.l I.':'..'..l'I.IIIEl.' L=

QESERYEL

192.9
2194
245.0
267.10
3049

247.1
245.8
249.6
251.4
252.4
261.7
2728
2767
280.2
2BZ.H
2584
294.6

296.8
292.5
296,77
2064
7.0
206.8
206.7
303.4
3084
312.5
369
335.0

(Ch U5 )

REFERENTIAL

191.0
2180
246.0
261.2
3126

250.7
252.9
253.1
2520
254.6
256.1
25599
263.5
266.7
269.4
274.7
280.9

285.2
290.4
2952
2071
3026
306.9
3112
316.7
321.2
32%9.2
3429
3524

GAP (%)

b Bt S D
[ - ]

[
L L
S oD et e

bl
XN



TABLE 15

Real observed exchange rare
(1986 = 100}
I*ATE TUTAL INDEX [a] INIMEX LESS LATINM AMEREICA (b]
Index Varimion Insdex Varaplon
Manth  12:momsts Momth 1Zemonak
1986 Average 10000 10.11¢) 1000 - 9.7{e)
1987 Averspe 1034 = i) 1034 " 346c)
1958 Average 110.2 - &.Afe] 107.1 - Xbie)
193% Averspe 104.5 = ] 1008 - —5.8ic)
1990 Average (d) 1039 - =2.5(¢) 380 - =2.8ic)
1959
Jangaey 1055 0.1 —4 8 11 .8 0.8 —~H.8
Fehruasy 10510 —0.5 34 10 .2 —fi.h —5 6
March 106, 0.9 -3.5 1047 ] =T7.5
April 102.4 ~3.4 -7.3 1009 0.2 =71
Pellay 100,23 =21 1007 Q7.8 =31 =108
June 103.3 LN -10.2 982 0.4 —10.3
July 167.4 4.0 =15 103.5 43 = b
Aupar 10R.1 0.6 —4 4 1023 =01 —2.3
Sepresnbes 1082 a1 10 1008 =1.5 =3.2
O tober 108.5 0.3 0.1 100.4 —0.3 —4.3
Mavembsr 110.% .1 3] 1010 0.6 =3.7
Dwecembee 1122 5% 64 102.5 1.5 -1
1990 d)
Jasmuasry 115% 1 9.8 1nz4 -1 8.3
February 1148 0.5 04 L00E =1.6 —.5
March 107.1 — & 1.0x HEE -1 =3.0
Apail 1032 —35 0.8 LT -18 —40
May 102.7 —01.5 2.5 958 [ ] —1.0
Jung 100X 2.4 =10 243 =38 =19
July 505 —{1.7 —T7.4 842 0.1 —R.
August 10416 1 7.0 7.3 b J -l B
Eapsember GH.4 =1.8 —8.7 5.8 =15 =49
Dignoker 58,6 —,2 4.3 0.7 0.9 -3,7
Mavember 1022 5.6 =7.8 10:0.7 4.1 |
Dcomber 102.7 0.6 —B.4 100 .4 a7 =11
|&] Drefined as the nosinal abserved exch rate multiplicd by che quatient beoweon relevant excemal inlagicn

and CFl, Expernal inflation is caloulated from &Pl of main rede paseners, demominated in US dollry, weighted
by the felscive impotiance &l Chidean impadti (excluding petraloam) thorefrom l:wﬂim;uhl L% of roral
Chilean impoais e 1%85].

B} Sasme deflmicion s in S.l_]., excludin g Lann America Erads partnee,

&) Ansual avorape vanacion.

] Provalansl fi;ur\-:l.



TABLE 17

i Mialaons of LS5 )

ITEM 1985 1986 1987 1988 1089 1990 (k)
I. Total Foreign Debe
(10 + D11} 19,444 19,501 19,208 17,638 16,252 17431
Public sector 11,769 12394 13,128 11,8589 10,135 I
Private sector T.675 T.107 6,080 L L (117 T 125

With public puaranree 2,310 3,369 3258 2803 1 897 1,606

I, Medium-and

Long-Term

Foreign Debt 17,650 17,814 17,191 15452 13,279 14,095

Public sector 10,552 11483 12075 11,043 G 063 5768

Pravate seceor T 0% 6,331 B A16 4 404 4,216 5327
With public guarantee 1,963 2,896 2650 2,043 1,068 581

111, Short-Term

Foreign Debt 1,794 1,687 2017 R 184 2073 3,354
Public secror 1,217 911 1.053 B4l 1,072 958
Privare secror E77 776 o4 1,345 1,901 2 398

With public guarantee 347 473 602 760 829 1,025

1V, International
Monetary Fund 1,085 1,328 1,452 1,322 1,268 1.151

|a) Balances s of December 31 al exch year, based om nas dishbemwements, Excloding debi swed to the IMF ansdl
{eeeipn commercial credit lines (antseipared export eamings and pending import paymames),
[Bl  Prowsiesmal lagures.



ITEM

Total foreign debe
International reserves
Debe service

Interest on total
foreign debt

Total foreign debe

Exports af goods

Debe service
Exports of goods

Imterest
Expores of goods

[neernational reserves
Foreign debt

International reserves
Imports

{a) Prosvisional figures,

TABLE 18

1B 1985 1986 1987 1588 1989 199072}

{millions of USE)
18,877 19444 19501 19,208 17,638 16,252 17.451
2,056 1867 1,778 1,871 2550 2948 5358
2,557 ZL.364 2299 1835 Z 261 2371 2344

2069 1838 1,772 1516 14612 1559 1,601

[percentages)
51%1  5l11.1 d64.4 3677 2500 2011 2100

T 621 54.8 35.0 321 29.3 28.2
56.7 48.3 42.2 20.0 225 19.3 19.3

10.9 9.6 9.1 9.7 145 18.1 30.7

{maorths)
8 8 7 [ (3] 5 ]



TABLE 19

hilean foreim debe redeemed through conversion operations regulated by the Banco Central
._4.:_". Fle Lal
{ Mlillions of LISE |
ITEM 1985 1986 1987 1588 1989 1544

Capitalizations under

DL 600 and others 53.0(b) 56.3 1246 3.5 24 L5
Chapter XVIII 115.2 4106 6958 9093 4103 591.4
Chaprer X1X 3.3 213.5 7073 BBLO 13214 417.5
Portfolio exchange 41.0 27.2 = 67.6 19.7 -
Others a8.7 2759 451.0 1,026.0 1,013.5 70,7
Toral 330.2 Q815 1978.7 2,940.3 2.767.3 1,095.5

{3} Materialized operations. Fosvign dobt securitics are qakem ag face value.
k] Includemg LISE 1008 milkon capstalized bofore 13B5,

=y
[



[I. ORGANIZATION CHART

BANCO CENTRAL DE CHILE
As of December 31, 1990



—
~_ — S
— —=
[ -
—i— Losms R — ieimenis
e | [
| . ' i
tew e e — s L) tmms [t { i
e | [ (IR E it ey mamaiamal [rrem e
|
|
—
I | I | ] 1 = [ ] I I [ ] | ] ] 1 | - ] | |
v m [P war S i i | [ S — §aa e
trmana e Brie 48 Lo [ " - [ | | o g ipam it ey A @iy tim et | Y agm g i aprmy - 1o [ peTE— L —m e e e
e E— i - Mrerieinl || e il el e we H i Y S PPyt HALTEE e "l"""'l".‘."'::'l R T o o, i A e
[ [ s Jys| | o e L—— —_
-
| | | |
R
| | roma - [ e Pp— i S
— - e AT - 1 ! Lt v w5
e 8 j — e T i [T B Py L
aliaa
E—— Ciri i o I
e i o e e . i it 1 e e i
T e [T L W
P
1 |, mamsy i Ly imrm
B [T
—_
e
v
e | [ -
[ —
UNITS SUMBLARY
ra—— it . -.l.ll:l::-dl '
3 ame [
TICURICIL, [ et | ] il
GInfARL HANLGIRENT L]
DY ER DS B
ks ok Gl N TR 1 ] e L] i L} thl;n Ll e 1] i e L}
- [ -, ipayy [y ey [y,
DLFARTMINTS — =
Ll k] ]
BLCTIONS ™
' . g F = frere—n [T i
o M s N = T 1 saitee EIE m T
| cmmnirm
[T
I




BALANCE SHEET

As of December 31, 1990

(In millions of Chilean pesos)

¥

)

ASSET

OVERSEAS ASSETS

ASSETS RESERVE

Gold
g;:’llflnjumn:in e
ial drawing righzs holdin
IMF subsc “ﬁnﬂ -
Baonds, certificates of deposit and others
Mustual Loan Agreements
Ochers

OTHER OVERSEAS ASSETS

r
r

=,

Contributions made to other international crganizations

Imeerest receivable
hers

DOMESTIC ASSETS

DOMESTIC LOANS

Fiscal loans

Loans to pablic entithes

Loans 1o the Banco del Estado

Laans to commercial barks

Loans to ather imstiteeions

Treamsry transferred funds (Laws 18.267; 18,401
amd 18,768]

Losns to financial instinagions with mabardinate
obligation (Law 18,401)

OTHER ASSETS ACCOLUINTS

Fixed assets
LS. dallars purchaie with a resale obligaticn
Cithers

TOTAL ASSETS

2,682,199.6

226,97 1.6
1,016.077.7
3443
2306135
1.130,687.8
BT 3508
151.%

115:453.3

65,1944
41,548.%
8.710.0

5038008, 7

T4 491 8
181,2338.7
210,575.7
667, 163.0
167 920.0

2.538,591%.1
1.196,703.4
11,0311

653,948.4
09.433.0

2797 6529

5, 038,005.7

Th4,412.9

B.600071.5



OVERSEAS LIABILITIES
RESERVE LIABILITIES THE,529.5
IMF leans 407.119.7
Mugual credit agreements 158,797 .6
IMF depasits 226122
COTHER OYERSEAS LIABILITIES G877, T
Laant and other liabilities TT0.ET0.8
Accouncs wich ather international n:g.miztl:inm:. 11395683
Interest payable B3538.6
ALLOCATION OF SPECIAL DRAWING RIGHTS 610621
CESTIC LIABILITIES
BILLS ISSUED AND SIGHT DEFOSITS 394 B98.5
Rills and coins in circulation 3139.124.6
Finamcial mnafstutsoni l.iupu!a'l!- I:l:H.I'C: 55.'” 9
DERQSITS AMD COMMITMENTS 1,275 9404
Deposits and commitments with the Treasury 447 3471
Oehes q]q_-pu”i: COMMILTmEnts B32 5953
NOTES [SSUED BY THE BANCO CENTHAL 36685283
Dicowintable notes maaed by the Banco Cent ral 524200
Resdjuscable promissory notes to be paid in Treasary bills
LAgreement 1,909) G10,04%.1
Resdjuseable promisory notes with fleating interest rate [ FRFN] B6,016.9
Fromissary notes in respect of exchange ditferential 240, 7943
Fr::-n'-iun:-qr notes an debt reschedalin 130,231.9

Chilean cusrercy and FIC

(LS% 1 =
[Crld & 1 =

equivalent
§ 353.84)
£ 715.09)

LIABILITIES AND EQUITY

Promissory notes on purchase of portfolio ander Agreement 1,555 1258991

Promissory notes expressed in US dollars 444 %411
Letters issued on purchase of portfolio 145 4332
Dacuments isssed on rescheduling of foreign debe
(Chapter XIX of che Compendium of Rules on [nrernarionsl
Excha nge| 2800368
Pramisiory notes on puechase of lettees of credin TR.357.4
Readjustable promissory notes isswed by the Banco Central 5572782
Commercial effects due to redenomination of external debt 2218945
Promissory notes stated in Unidades de Fomento
[Agreement 1,836) from dollsr cerificates 2136763
Dthers 61,4995
OTHER LIABILITY ACCOUNTS
Provisions 190 3157
U5 dollars purchase with resale obligation 659,676.1
Others 18.062.9
EQUITY
Capital 552.099.1

MET INCOME FOR THE YEAR

TIOTAL LIABILITIES AND EQUITY

1,815,969.3

5,343,367.2

77,0547

5520081

11,581.2

B.600.071.5



STATEMENT OF INCOME

Tt

For the vear ended December 31, 199(
l}"-flil;iuhf O 'Ltll:.iL'.ll“. Pn,_'w:u.*»'l

OPFERATING IMOOME

Interest earned d67 5624
Bestarement gains on beans 645, 724.7
Income from Plil'-'t dif ferenices 35 9206
Income on exchange 403 498.9
Other operating income 1,757.7
Total operating income 1,554,503.3
CFERATING EXPENSES
Imtecedt expenses 495.442.1
Festarement losses on loans 20,1814
Commisiion expenscs 2,122.3
Loss on sale of assets 1{k451.5
Lois on exchange 1697933
Cither operating expenics B603.5
Total cperating expeniss 11,406,554.5)
GROSS OFERATIMNG INCOME 147 918.58
OTHER EXFERNSES
Personnel expenses 75131
Adminiszrative expenses 27318
Depreciation and amorizations 1,244.2
Taxes and contributions 448 .4
Total other expenses 111,737.5)
Income before write-offs and provisions for loan bosses and others 136,181,3
Write-offs and provisions for possible loan losses and others (19 0696
MET OPERATING 1IRMOOME 116,311.7
Mon operating ineome 38849
Bon operating expenses [19.1]
Torsl mon operating income JB65.E
Income before price-level restatement 120,177.5
PRICE-LEVEL RESTATEMENT [108,596.3)
HET INCOME FOR THE YEAR 11,5812

The sccompanying notet 1 o 23 firin an integral pase of these (mancaal sLatementi.



(==

NOTES TO THE FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES APPLIED:

a} GENERAL

The Mmarcia] statemenita bave been e pa red in stcordunce wizgh geserally acecpeed accounting principhes asd wath the pravidioms af the
Law 1B.A40 | Loy Orgarica Caonstitucional del Banes Ceneral de Chile],

b) EXCHANGE RATES

Aaacre and labilicies in foreign currengy Bave been ramplated anto Chilean pesos at che exchange rate set by the Superintendency at the
year-end, Decermbecr 31, 1990, Those assets ared labilicies expredsed = mineed Chilean gald ¢aina are valued on the basis of the average
London morning quotation of the "Gaold Fizing™ rate (LLA. dollars per ooy ounce]. for all bariness days in the peeceding quarter,

lisa 115,
Settlements of ledeign e nchange pautions were made acoording 1o the excharge rates given by the Superincendnay.

The main rares used ot the yesr-end are as follows:

Ch. §
Minged Chileam gold cains T1 000
L&, dollar 353,840
Pousd stesling 61383
Deuriche mark 229023
S00E2]

Specal drawing righta

¢] LOANS RECEIVABLE AND PAYABLE

et |l:.ld_|u1|'.ibll loans are shown st sheir original walue er a1 ehar Ligeir renewal vabse, with the exception of commercul inatrumsents
and divcoanted nofen which are enpeessed ar nheir nominal maturity vabae, Readjustable loand are shown with their corresponding ac-
cewed restanemenas at thehalance shest date, asd loasa expressed in foreign currency include charir repective cxchange adpeitments. Aceruad
ingerest om boasa receivable and payable ar the balance sbeot date in shown for residents abroad under Ouler Onorseas Asrcs and ﬂlhﬂ'
Urverseas Liahilitien, rovpeetmvely, Opefatioss coneetning domestic residents are imcluded wnder Ogher Dometic Asse i and Cuher Dometic

Laabilitied.
Prepaid intevest om bosrowings 6 inchaded under Onher Assens Accounts. [nberms reccived in adwance on loans is included under Cther

Lishildy Accoants.

d) FAST DUE LOANS RECEIYVARLE

These are shown usder Other Assers and include all those loans receivable whick are mese than B0 days overdue, Foeeign laana are
tramlsted ingo Chilean pesos ac ibe rate of cachange prevasling s the Balince Shees date, [nterest receivable on these loans and re-
satements, if applicable, was ted 3¢ ap o the maturity dates only,

) FINARCIAL INVESTMENTS
Cheerpeay financial investments are thean wnder Axicrs Reserve, as bonds, certilicates 'ﬂ!-'d'f'F‘l:"l-il-lIII|Id others, and include “h'h'm
aversras inigitutlons and Bank bonds and commercial intrusents valeed at cost, Inberest receivable b shosm under Other Chericsa

e,
AEBEEE,

fi PROPERTY, PREMISES, AND ECFUIPMENT
Theic are shown ender Ckher Assets Accounas, and are stated at coat, phas price-love] sestatements, nec of sccumulited depreciation,
De preciasion has been compueed by the straighe line mechod over the extimated useful lives of che assets.

g) EMPLOYEES SEVERANCE COMPENSATICR

& provision for accrued severance compenaation payshle by the Bank as an acquined right -I_:lf iea staff for past Hfﬂﬂﬂ._l-l'l- casr of regise-
rnent o dismianal, hat beon e up esch year based on the present value of the seensed coan, discousied st am B% annsal micresn race.

hl PROVISION FOR POSSIBLE LOAN LUSSES

i sude
The Baik, parsuant 45 the powers of the Council, which are sec out in Aricle 18, number # of Law 18840, has
,“-:h., :.-“F:.r deoubrfol debts, under Resolution &5 and 87 dated December 20 and 27, 1990 respetively, of the Council. These
provisiond are incladed under Ogher Liskalicy Accounts, and the resulcast charge o income is detailed in Hote 7.
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i) INTER AMERICAN DEVELOFMENT BAME (IDE] SHARES AND CONTRIBUTIONS, AND INTERNATICONAL
MOMNETARY FUND (IMF) COMTRIBUTIONS

Sharer and coneributisss smade by the Chilean Treasury co che Inter American Dewelopmens Bank and contribations to the Inrermanional
Monerary Fund are camied at acquistion cost and comtribations at festatement value, where applicable.

DB shatei andl coneributions are shown under Osher Asests Chompras, a3 contributions made to othes Ineernatiosal Organizations.
Contrihutinea to the IMF in demesric and foreigm currencies are shown usder Overseas Assec Beperve ar an IMF subsczaption. Shases
and conmribations made to the IDB and ¢onusburions 1o the IMF are considered inveismeencs, pursuan o Deoree Law 2,943 of
November B, 1979,

il REVENUE AND EXPENSE ACCOUNTS

Hevenuee and cxpenacy are accoanted for on an accrsals bams.
Bevenues and EXPENSE ACE0ENEL, €3 presped an domeatic cosrency, wath the caceplion of de precubios, o pdeient mecussulitiens of &moants
regatered ar the dare the cranda cibons were perfor mid,

k) FRICE.LEVEL RESTATEMENTS

Th: clfece af pracelevel eestarements of equity, propeny, EHHIHI. equipmeent and ogher asaers and habaliticr after taking inEo sccouant
the changes in the consumer prics index during the year i shown i the Surement of Income under price-bevel restatomends snd detxiled
in Mote &, likewss, exchampe differences in assens and lubidnies expressed in foreign correncies, and ressavemeenss of loans, e =
cluded andes Ohperating Kesulss,

2, FIMANCIAL STATEMENTS PRESENTATION POLICIES

Under the provmica of Asticle 75 of Law 18,840, the Bamk Coumcll, in advamee of the favorakle report af ehe Superintendency of
Banki and Financial Iaptsations, eitablihed nossa, requirementi and pemeral condations with whach the [mancial statementa ol the
Banca Central must comply, under Redclatian 4 of Decembee 79, 1959, @ smanded by Ressluodon 87 of December 27, 1990,

The fmamelal scatements presencatbon follows am ecombmsc-accounting patfern which aims o thow the ispateiion’s saccounting asd
fnancial pomiion, at Ehs jame fame amnfing the cconomis aralyees of the Bank™ operation by clearly distinguishing whether they are
andeztaken b:.' domedtic of OvErscas agenis, In chis manser the Bask's participation b domestic supply of mosctary amsess and
credit policy may be amered cogecher with their 2ffect on the Ramk's geasng position abeoad.

Thr connommis conggpée of international seserves amd Bills 1ssusd are chus shown as Assecs and Liabilivies, under Aspees Beserve and
Bills lssued, redpectnely.

3. DOMESTIC LOANS

The headange Loame to Public Enpities, Loans 1o ok Banes del Estads, Loasi to Commeremsl Rasmki, and Loany £ Other Inagigutiony
include mainly: credim lines in respect of rescheduling of debaa for % 527,001 3% millian; credit lines in respect of deposics usder Agreement
1,686 for $ 1616603 million; aseens from Corfo [Laws 18577 and 18,401), i § 103,545, 4 millsen; credit bacs bo informaisonal
organizatioss’ programmes for § 161,346 .4 millsan; mosegage loans portfobia for § 85 730.7 million and beaps granted o Cajs Central
de Abarod ¥ Preitamon and Asociacion Magiosal de Ahorro v Préstame for § 82,5864 milion, an detaided in Mate 15,

4. OTHER OVERSEAS LIARILITIES

Loams and osher Hakilicies which are included weder thia headsng cossiss mainly of credit agreements of the years 1583, 1984 and 1985
b0 grast new money for § 463.5947.1 million: rescheduling of foreign debrd vears 19831504, 19851087 and 19E8-1991 for § 2120154
millizn; and credie from the Inter Americam Development Bank [IDR] for § 51,2309 millios; ared deposics of the Banco Experior de
Erpata 5.4, l:l'.unhmn 1,872] for § 36 1906 mallion,

3. DEPOSITS AND COMMITMENTS

The keadsng “Chher Deposits ard Commaiments™ i ludes mainly ik Following: pabls wector time deposics for § 3835977 million;
Agreement 1,470 deposics (peso current stcounts expeesed in U8, dollans) for § 5,342.7 sallion: dafferential in exchange payvable
for § %,354.1 millios: Bancs del Esade de Chide depagity fog § LR1.OFD.3 mallion; (oeeign susrency custent accounty (oo tls_"r\-l'u'l ¥
millios; catitanding Balsnce on promisacsy noder acquired from Bamco del Escado for § 4.322.% million; shose-sonm comaficates of
depoin for § 20,4325 million amd foreigs currency deposics under Ageesenta 1,657 and 1 806 for § 2723567 milbon



i,

PRICE-LEVEL RESTATEMEMNT

Prige-lewel reatatement as indicated in Mot 1, lereer k), s€iulied in a nat charge to imeome af § LOA 5.1 million, as follows:

|t milions of Chilean gpeesos)

Delsica

[Credics)
Equity 125438.3
Propercy, premises, and equipment [ 3B21.2)
Other asaes [ 13.720.%)
Men effect an the reaulta fog the year 108 594 3

The change in the consumer peice index amounted o 29,4%,

-

FROVISIONS AND WRITE-OFFS

The ¢hunges in provaicns for assers exposed to risk during the year are summarized as folbows:

Balange Brought Forward 12.31.8%

Bxchange readjustesenta
Writealls againal provmEOng

PFeovnsans sct ap dunng the year
Becovery of prior year™s provialom

Babinece ac 12.31.90

fin arillioes of Chilean pesos)

147,279.3
315445
(3.7}
18.506.9
[45.5)

1973914

The charge to sncome of the year arising from provision set up amounting co § 18,%16.% million is inebuded under Write-o £ and Provi-
siged mn the Scaiement of Incame.

Aleo included under the h-ll.l.d.lng Frovision, Other Liabalicy Accosunts, b the amaunt af § L0344 million mﬂpmjln‘ rix e emplayery
severance compenastsans payahle as of December 31, 1990,

B. EMPLOYEES SEYERANCE COMPENSATION

Om March 9, 1590, the Bank signed a collective bargaining agrecment with the Union of Emplayees of the Banco Central, which teak
elfece from March §, 1980, Under the requiremends of fhe twoncy ik poine al the ageement, the sechod of galnisg mghia ta
employees' severamie compensation was changed, for which reasan, it wan N CERRAT Y 1 Fecaphise 4 greater coat for chia imem. The amoant
coaresponding 1o wevices perfoamed, before the agreement was made, wan sccounied for as @ defered charge included within the

heading “Othens™ within “Other Aspers Accounta™ for § 4430 million, and with a churge o income of § 457.8 million for the eost
accred im 1990,

9. EQUITY AND RESERVES
al INCREASES AND DECREASES TN EQUITY DURIMNG 1990 ARE SUMMARIZED AS FOLLOWS:

lin milens of Chalean pesos)

Cagiral Susplus Taaal
Balamce as 01.00.90 408 5241 18,1327T 426 6608
Dasabutios af 1589 surpdas 1201327 (1 I N2 T -
Equmity price-level resmarement 125 4358.% - 1254383
BMeq impome for the year - 11,5012 11,5802
Dalan<e ax 12.51.90 5530001 11,5R1.2 Sk HE0.3

il



b} IN ACCORDANCE WITH ARTICLE 2 OF THE LEY ORGANICA CONSTITUCIONAL DEL BANCO CENTRAL
DE CHILE. THE CAFITAL OF THE BAMEK WAS INCREASED BY £ 500,000 MILLION, UNDER ARTICLE
5 OF THIS LAW, AS FOLLOWS:

fin miillioss of Chilcan peana)

Capital ussder Arviche 5, Law 18,540 - - S 000 00
Balsnces om 12,06 19

Capmal 45 0500 -

Fluctuabion Rewrre 251.525.% -

Cancingency Reserve A0, T6HT.2 -

Egquity Restatemaont Begirv &6,170.4 408,522 4

Surplus for 1989 - 18,1327 406551
Balamie required THA44 .8

The surplus for 1989 has inoreased che inivial capial under Cownct] Resolusion 08055001 26,
The restatements of eapital afier December 8, 1980 cosraapand anly to the price-level ressatement of inbtkal paid-ap capsal, and theeefess
ae not taken anto acgouns for the purpoers of making up the capical.

10, LOANS TO BE COLLECTED FROM THE
CORPORACION DE FOMENTO DE LA PRODUCCION

Purvmans to Law 15 401, pubdivhed in the Oificis] Registes on January 26, 1985, and its amendments, the Banco Central de Chide
granted loans to the Corposscidn de Fomemta de b Produccién for the prarchage of shases of faancisd Eavitations on behalf of third
partics, Agcoading o Pl'tl'l"ﬂ-i.l:ll'l.l in Article 13 of the above memtdoned Law, the cutstsnds=ng amownts, of wp 1o 15 million Unidades
de Fommmpo will be mransferred by the Treasury £o the Bancn Central.

As far as che mformatssn is curtently availsble, this amownt is comsdered sufficient.

11. PREFERENTIAL U5 DOLLARS

Resolurions 1,466 dined Sepresmber 3, 9A2; 1 484 dated December 15, 19H2: 1 556 dated Februsry 22 1084 and 1 647 dared
Junae 27 1985 of the Bank’s Executive Cammitter, provided chat cevtain comsnitments in ‘Ilfrim ceigencics of ifigulited 1o be revlated
in foreign cusresicy before Asguat &, 1982 may be repuid 21 3 preferential exchange rate, the Banco Ceniral bearing the difference
barwean this exchange rate and the sate prevailing at the time of the repayment.

The esrimaned H-lhlﬂll-' diffczential pavable a3 of December 31, 1990, & Fully provaded fof an aggegate amoant of § 53541 million,

12. LOANS TO FINANCIAL INSTITUTIONS WITH SUBORDINATE OBRLIGATION
(LAW 18,4010

Pursusnt to Agrooment 1953, daved Auguse 16, 1959, wnd the proviicny of Articke 18 of Law 18,401 smended by Astiele 3,
letger {d) of Law 12,818 far thase banka and financisl inscicucions which had ssld their boam partfohio in accordance with Agreements
1,450 and 1,555 and cheir corresponding amendmenti, and therchy had commavied shemaelves o repuschase the pesticlio, the
Bamco Central provided the aption of nevation For all the obligatiess cerulting frem thewe loan partfalio repurchase agreements, which
were asbitituted by a subordinaved obligatksn chua stipulsted in a novation agreement.

The amoumt of the ashordinate obligstion i sct up by the sutsandisg balince betwren the novaned reparchase obligations, reaulting
fram the amownt jaid for cash for the loan posuinla By the Bancs Conaral, che amoust pasd Lor wath gas o8 more Treavary nodey with
non accrued interest, amd the acumzlative =terent acorued an the novatssn dsbe

‘il |



The matemty derm of the subordinate ohligatien of the financial inaticutions @ not deceemined uncil the date of actuzal scttlement amd
ki & cumulanive surcharge of 5% per annum, on the satmanding asounes arising fram the sovared separehased obligition, rejulting
from the amsund paid for in cash by the Banes Centeal plus the camulsitee incerest accrued so the movation daie. This aconscd imierent
w considered as incosme fof the Bank and recognized an an sccrualks basis.

The financial matituiions commit themiclves o allogire 1o ghe paymaent of this rubordimase ohligasion all their annaal pealss in ac-
cordance wich the Sugenintendency’s megulations, Likewsig, the financial imsturtions may, whenever they deem appropriare, pay cher
subaddinare obligalaons with repousced suthorized by che abowe mentssned Supctmniendency, Consguently, the icttlement of the sald
commitmenit s rubjcted to che financial inikiful kend capabily io poncrais incoma,

A ar December 31, 1990 the subordinase ohligation amounis co § 1,0 764781 million for the commercial banks invehed in thia ne-
wation ageement, and it included in the Mem Loans 03 Finanels] Fnatitotiond with Sabordisare Obbgavion [Law 18,£01) usder the
caption Domenis Addcn of the Balance Shoes,

As st Decomber 31, 1990, the Baneo Ceneral has sec up provisions for § 50 400.0 millksn for chis perpose.

The Banco de Crédite e Inversiones chose net to be included in the novacion oprion provided by Agreament 1,953 of the Exscative
Committee, thus keeping the ohligatian with the Banco Cemtral to repurchase the porciolio @ acoordance with proviaions in Agrecmont
1,555, and 13 corresponding amendments for the amoust of § 2000243 million ss st December 31, 1999, an shown in ik item
Loans e Financial Isisiwizans with Subosedinate Ubb,il.lﬂ:-n | Laer 18 400,

13. INTEREST RATE HEDGIMNG

Parieant vo Agreement 1 H37, of December 23, 1987 the Execorve Comssipee suthosized rhe Invernavional Division to hedgpe
wigrest rates on s Habdlitics, 9,366 “"Burcdallasy Futures Contracis” were axecutod im L300, equivalent to LISE 0 B66.0 millicn,
For these contracts the Bank hai et up goareneees (ar USS 4.8 millson, smouant which i3 imchasded ander the heading Banda, Certificates
of Deposit and Oihees, During the pessod ibese contracts are an force tha net unearned mcome from shese coniracis ia showm as a cumeni

bbbty under the caption Others, an the fess Other Liakalicies Accousta, untal the pealtion ls closed, The resslt aff the incerest acerwed
and paid 1 shown ax a lom,
A at December 31, 1990 these ranasetbans showed & loss equivalene to USS 0.1 millsan.

I4. TREASURY FUMNDS TRANSFERRED TO THE BANCO CENTRAL DE CHILE
(LAWS 18,267; 18,401 and 18,768)

Thie tallowing amounts afe iscloded va the flem Damestsc Loasd, ussdee the caption Teeajuey Trandfc [Eaws 18,267 ;18,401 and 1 B.7&R) =

(in millsens of Chilean pesos)

&) Treasury promissory moces | Law 18,267) 302, 150.7
k] Treaiusy wanifeieed fends [Law LH 400 56,4523
el Treavary promissory moccs {Law 18, T68) ﬂllﬂﬂ-li'l'-ﬂ.l

Toetal lﬁigﬂlﬂ.l

a) TREASURY PROMISSORY MOTES. LAW 18,267

According to proviisny al Astezle 3 al Law 18,267 dated December 2, 1933, an papplamented by Decfee BT al the H:h'll:ﬂl of
Finance, duted December 13, 1983, she Troeasury srasalerrad 8o the Banco Ceparal de Chile § 100,000 mallion, by imuing 40 Trearary
prosmissory notes with a 25 yekr mararicy reddn, iatated i Unldsdes de Foments,

Inche peeent peried, the Trearury has redeemed these promimacey notes before the due dare for § 81, 766.0 millios,

Bl TREASURY TRANSFERRED FUNDS. LAW 18,401

This irems ibows ke cumulative income ineladed in che 15 million Unidades ds Fomento as stipulated s Amicle 13 of cho Law menison-

ed in Mare 10 o che Financial Statemancs. The sransferred amouwnt resulia from che discounts grasmed 1o thows sharehaldery benefived by
pravorans of Law |8 400,



) TREASURY PROMISSORY MOTES. LAW 18,768

Prowisions in Arricle 75 of Law 18,768 published in the Official Regoter on Drcember 29, 1988, as supplimented by Supreme Decrees
1,257, of the Misizry of Finance, dated December 25, 1920, and 330, dared Apeil 4, 1929, provided dor the vobstitution ol peamia-
so0v nates sated in Unidades de Fosenta and issued 1o the order of the Banco Contral de Chile, under Dieerees 1,067, of 1984:1,197
af 1985: 938 of 1984 and 1,100 of 1987 of the Misntry of Frnunee, emacred aecosding 1o provisions im the sole Article of Law 18,358,
x amended, by naves denominaced and payable in U5, dolkury, with the same diec of isvae and manuniny dase of che subagituged nobes,
These mares have June 15 1995 as the fise matusity date snd December 15, 2004, che bist macurisy dace for the Last of che 40 iuc
n-:-mul. ns o Sepreme Deceee 684, dared Aogas 3, 1989 of the Miniey of Finance, the Treasurer of she Republic wai antberrized
to prepay the Treasury promisory notes weued in seecedance with Supreme Decrees 1,257, dated Decersber 29, 1988 and 330,
dated Apeid 4, 1989, o the Minicry of Finance, The peepaid amoust wai idengical go the corraponding value prevailing on the srithe-
meng dacr,

During the present year, the Trsarary hay not made asy early fedemplion al theis PEomiAEDE Y NoTEs.

15. LIQUIDATION OF THE CAJA CENTRAL DE AHORROS ¥ PRESTAMOS
AND THE ASOCIACION NACIONAL DE AHORRO ¥ PRESTAMO (ANAF)

Usder the provigons of Law 18,900 af Japuary 16, 1590, the legal eulsremee of the Caja Ceneral de Ahorros y Frevtamen, and the
authegizatian for the cxisence of the Asoclaciin Nacional de Ahorro v Préssamo, came to an end, The dinialution of their respecrive
eapitald wis 360 ourin ihis Law,

The lishilitics of the Caja Cemteal, and the Asochaciin Maclonal which are mor covered by the proceeds of their bquidarion, szl secording
e Arricke 5 of this Law, be mer by a charge fos the mecosry Funds from the national budiget, in accordance with Articke 21 of Dogres
Law 0,263 of 1975,

A5 ar Decesier 31, 1990, the amouns owed to che Banco Canaral far the ligeidation of ik encitic, including mrerest acceuwed 1o thas
dage, amousied o § BASBG .4 millicn, axack oul is Nete 3,

16. CHAPTER XIX TRANSACTIONS FEOM THE FOREIGHM
EXCHANGE REGULATIONS

The Coumcil of she Banco Comiral imposed fines for imfresgements of she regulations which govern these sransactiors danng the year,
which eesulted in ineosse (o the Treasury of thse Republse of USS 2.2 mallion,

Simalarly, cha Bank received an andempsiy fos damapes waffered, which amoanted 1o USE 8.6 millios and is includsd ander the heading
of Man Operaring Income @ the [ncome Starement.

17. LOANS GUARBANTEED BY US. GOVERMMENT BOMND
IREPURCHASE AGEEEMENT}

The Intcenational Resceven Policy Commatio: of the Banco Cendral de Chils mve powers Lo Ehe InEefsakiosnl Division through msecring
H® 51 of Taly 11, 1990 1o formakee and carmy ous eranssctions in whick the Banco Cenoral de Chile gives ar guarantee S, Governamond
Bands in retusn foe which, the counterpamy (the investing bamk) suthosires & loan for the market value of the Bonds, and charges an
ntered rafe (or thm sczwice, which iy pasd st the maturity date of the loan, togesher wath the capatal. The Federal Repcrvie Bank sctd &5
cuarodaan of these mansactiors, and as ar Decemier 30, 1590, chere weee no balsnces recoeded .

18. COMPOSITION BY REMAINING PERIOD OF THE NOTES ISSUED BY THE
BANCO CENTRAL DE CHILE, AS AT DECEMEER 31, 1990

The nofei bided by ke Banca Centzal de Chale deraded accoedsng fa the semaining feme pericd Bar Ehe diffesent docaments which make
wapthe bakance is sec 0us below. The balances include accrued interest ared restavements up vo the balamoe sheer date,
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Uip i 51180 1813655 1-1 Creer 3
Type of imfrumans 90 days daye days wEdsd FEard Tatal
M Lo ME ME M3 MY
Discounced mores issucd by the Banco Central 53 A20.00 - - 52 420.0
Headjuitablc promissory noves to be paid in

Treasury hilly 112818 W40 372700 1614798 B5T 5054 910,04%.0
Readjuitalble pramissory nones with

floating incerest fuLe 2 587.9 761 - H3125248 A5 0165
Promutiisd ¥ Aok bn reapsct of exshange

rate diffirencial ERLLA 4 3778 WAINS 01715 176 3441 249 7943
Promisaod v nofed fof debi reshedubng 2h, 064 T 064 520928 26 63 - 130,331 9
Feadjuitakle promissory notes issued by ihe

Barmco Cengral [Agreement 1,555) 2555 47774 B.AGL.0 42 4543 61,3700 125 85951
Fromisaody Boked expeevicd sn 1.5, dallas

[Agreement 1,4460) IB20033 1559520 &35 8 - ST TR
Leccers issued om purchase of porefolis - - - - 245 4332 245 4332
Enstrament tdsed on reicheduling ol laeign

debd (Compendium of Kales on Intereational

Lxchange, Chaprer X1X| 31050 1,304.4 - 278 5474 280,036.5
Fromiidos y foled on acqumnidion o { Letbern

of credid [Apeamant 1,506) 41470 2 Hdd 5 59237 473537 .5 191039 T3 357 4
Beadjustable promisory notes isvued by b

Bamee Central 2THATRS 490713 2¥W374 - - 567 278.2
Comesercul effecis of che rederominarion of

fn:-r::.;n die b 37211 6% R = TO3.4 21458602 2218945
Readijustable promamosy noges i UF.

[Agreement 1 .536) 9.263.9 = - - 2044124 2116763
Readjustable cestificates of dopoat 2.090.0 - 7915 14260 - 4 307 .8
Promuacey notes expeesied in preferentisl

rate LLS, dollsry, {Agreemme 1,470 HA4315.4 = - - - EAT5A
Banco Central promissary notes in prefesentisl

LS, dolliry 5.5 53,1 1.8 - itk 4
Cervificates of deposie expredsed in UK, dollars,

[Agreement 1,649 1382 - - 3% 17.9558.5 18,7064
Cerrvificares expreased in UF. [Agreement 1,691) 9053 REE LL LY L0565 - 20953
Banco Central promiscry nodes under Chapser

XV of the Compendivm of Rules on

Iaier naiional Exchango 27 BRI - - - - 37 43
Total hilly ixvard T51 5873 2656043 36 5805 330 ME6.4 1,957 BES. R 3 448 5281

19. BALANCES IN FOREIGN CURRENCIES AND GOLD
[ Amouras expreseed
in sailliona af LISE)
ASSETS at 12.31.1950
OVERSEAS ASSETS 73653

Hederves 7 (EE6 6

CHher Cheeracan Anacic 178,37
DOMESTIC ASSETS 65613

Domestic Lo ns 65613

OTHMER ASSETS ACCOLUMTS 1.4
Toral Aiseti 13.E38.10



:
.

[Amoums ez preseod
a mdbons of USE)

LiABILITIES = 13314990
OVERSEAS LIABILITIES 30003
Reterves LR ]
Oher Crveracas Liakilicies 1.448.9
SO allocacions 17206
DOMESTIC LIABILITIES il]l.E
Dposits and Comenitments 27053
Drosuments inued by the Banco Central de Chide 14089
OTHER LIABILITY ACOOUNTS 66435
Toral Liabilwees 13,8280

20, CONTINGEMCIES, COMMITMENTS AMD OBLIGATIONS

al MEMORANDUM ACCIHINTS:
The [allowing balanges are -nuh.llmhl‘l'; at December 31, 1590,

[en malliond ol Chilean pesos)

Treasury apavations 1E.4
Exchange eperations and everseas loan operasions 3 27H,704.6
Safekeeping and secwrmien in guarasdes aperstiond 20054, 7495
Tl 53334725

b) CONTRACT OF SALE BETWEEN INMOBILIARLA BANDERA (CHILE) 5.A. AMD THE BANCC CENTRAL DE
CHILE:

O June 20, 1989, a coneract bevween Inmobitiaria Bandesa (Chile] 5.4 snd the Banco Central de Chile was made for the puschase of s

part of che Edificio Bolivar, bsing conatructed in Santlago de Chile, calle Bandera 0 140

The above mentiaaed cantfaer is affeetad by an indemnity compenpatson amounting to 300 000 Unidsdes d¢ Fomentco i case of breach

af conEact, sech comimgency is already ingloded under the heading Memorandam Accosnts,

c] THE FORMER BAMCO NACIOMNAL

The former Banca Mactonal has flled s suir againse che Bamco Congral far recompenie (o the gofit arising on the prefonential rate dallas
an varicus ranerions casried oot wath ite ielated compamies,

This gave risecoarsragaimat the Bance Central, wihich in the Firm Bearing waz favorable b 2ke foemer finaneial inscicution. The Banca
Cendral Bai jpl?n.'l{d KNS the #e brcaust in W3 opmion, # correctly appls=d che norma which were mn force ag the same, and com:
sequenily ic har not made provisiora far ehih sule. The rorsl amaunt claimed by the former Banco Nacsanal, = mominal valoes, is
5 10002 million.

21. INCOME TAX

Pursuant oo Decres Law 3,345, of April 24, 1980, che Banco Central de Chile is exempr from incoms tanes.

22, INCOME FOR THE YEAR

In accordance with the Bank's ntatater of Law 15 E40 the mmcame (as the year will be allacated 1o anceeais capital up Eo Ehe amoufi
of § S04 00 e illsen,
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23. POST BALANCE SHEET EVENTS
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FRANCISCO GARCIA LETELIER
Finance Accounting Manager
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INDEPENDENT AUDITORS' REPORT

To the Peesident and
Members of the Council of
the Banco Central de Chile

We have audited the balance sheer of the Banco Central de Chile as of Decernber 31, 1990 and
the related starement of income for the yesr then ended,

These financial statements [which include the correspanding notes) are the responsibility of the
management of the Banco Central de Chile, Our responsibilicy s o eapresi an opinion on these
fimancial sarements, hased on the audit work we have perfonmed,

We conducted our sudit in accordance with gemerally accepted auditing standards. Those
standards require that we plan and perform the sudit 1o obtain a reasonable assurance about whether
the financial statements are free of material misstatement, An audit includes examining, an a test
basis, evidence supporting the amounts and disclosures in the financial watements. An audit also
includes asscusing the accounting principles used, and :.ig‘ni.l'iu.m: evlimates made by the Bank's
management, a5 well 55 evaluating the overall financis] statement presencation, We belseve thar ous
andit provides a reasonabbe basis for our opinion.

In our opinion, the financial statements referred 1o abave, presem fairly, in all material respects,

the financial position of the Banco Central de Chile as at December 31, 1990, and the results of its
operations for the year then ended, in conformity with gt

nerally accepred accounting principles,

As desceibed in Mote 12, and in accordance with the Agreements | 450 srdd 1,555 and sub-
sequent modifications thereon, of the Executive Committee, the Banco Central de Chile purchased
loan partfolios from financial instieutions undee reselling agreements subscribed by the parics.
These repurchascs were to be covered by future income generated during 3 defined number of vears,
which If necessary, could be extended . By varcue of Law 18,401, Are. 15, and Law 18,818, Are. 3 (d},
the Banco Central de Chile, by Agreement 1,953, established that financial institutions whick had
Dutlli-l'l-d'll'lg lzan P'II-H-E'I}h'I.I- TEPI.I.r-l:hul.' contracts fram the Banco Central de Chile, could have the
option to movate those obligatians replacing them for 5 subordinated commitmens as set faeth in a
contract, which has an indefinite numher of years 1o be complied with, Az of December 31, 1990,
the Banco Central de Chile includes within its local assets Ch § 1.176.678.1 million representing the
subordinated commitment of those institutions which sigred the movation contract, According 1o
the mature and characteristics of the novation contract mentioned above, the recoverability of these

AMOUNLS i3 umcertain ax it s dependent exclusively upon future net income genersted by those
insticarions,

Vivian L, Clarke LAMGTON CLARKE ¥ ClA, LTDA.

COOPERS & LYBRAND

Santiago, Temuary 10, 1997,
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