BANCO
CENTRAL DE CHILE

ANNUAE“REFORT 1933




.

40569 CENBC CL

P.O. BOX 967 - SANTIAGO
TELEPHONE:

AGUSTINAS 1180 - SANTIAGD
TELEX

: .u....r..“-.... ne“.ﬂ.muh«m.ﬁqﬁg.ﬁwuﬁﬂuwjarﬁ.&ﬂ ._"....a..g......_.u_..um.‘q....._....” BRI By R







58th

ANNUAL
REPORT

SUBMITTED

TO THE SUPERINTENDENCY
OF BANKS AND FINANCIAL
INSTITUTIONS

1983



AUTHORITIES OF

BANCO CENTRAL DE CHILE

As of December 31, 1983

EXECUTIVE COMMITTEE

HEENAN F. EREAZURILE CORREA
Chairman and President of the Bank

FERMANDD O85A SCAGLIA

Vice Chairman and Vice President of the Bank

CARLOS MOLINA ORREGD
Ceeneral Manager

GENERAL COUNSEL

JOSE A, RODRIGUEE VELASCO

MRECTORS

JOSE LUIS CORVALAN BUCHER
Administration

FRAMCISCD GARCES GARRIDOD
Intemational Affairs

RENATO PERAFIEL MURDZ
Finamcial Policy

FRANCISCO SILVA SILV A
Cperations

HERMAN SOMERVILLE SENM
Coordinator Foreign Debi
ENRIQUE TASSARA TASSARA

Financial l'!'.l‘.'|rr|:'.E||.I!u[n'r Mew York Office

MANAGERS

AMBROSID ANDONMAEGUI ONFRAY
Treasurer-General

FELIX BACIGALUPO VICUNA
Studies

GUATAVD DIAZ VIAL

Foreign Trade

FERMAKDO ESCOBAR CERLA
Monetary ODperations

MARTIN GARCIA CORREA
Administration

EDUARDD GARCIA DE LA SIERR A
Irnte rnatsonal F.!I!I:‘Ilﬂl'i]:u.‘

ADOLFD GOLDENSTEIN KLECKY
International Affairs

CARMEN HERMOSILLA VALENCIA
Secretary-General

BEAMIRD MENDEZ URRUTIA
Chief Counsel

VICENTE MOMNTAN UGARTE
Auditor-General

PATRICIOD ROMAN FIGUEROA
Fersonnel

JUAN PABLO SILVA PRADD
Information Systems

IORGE TAGLE SCHIOLBERG
Financial Adminstration

ALDO ZILIANI CARC AMO
Accounting



BRANCHES

As of December 31, 1983

ARICA

HERMANN SCHAFFER SIGGELEOW
Chief Forgign Trade Office

IQUIOLE

LUIS JUSTINIANG RODRIGUEZ
Agent

ANTOFAGASTA

JIORGE APABLAZA APABLAZA
Agent

YALFARAISO

PFATRICIO TORTELLD ESCRIBANGD
Manager

CONCEFCION

IGNACIO KLEIN LATOREE
Agent

PUERTO MONTT

HUMBERTO RIOSECO ADASME
Agent

FUNTA AREMNAS

RENE CHATEAL SPENCER
Agent



1 e
el

i

PN SR

e

BANCO CENTRAL DE CHILE

Santiago, June 4, 1984

Tao

Hernan Bichi Bue
Supenntendent of Banks
and Financial Institutions
Santiago

Pursuant to article 53 of the Organic Law of
the Monetary Council and Central Bank of Chile, we are submitting
herewith the Annual Report of this Institution for 1983,

\Q_.:,._}

FRANCISCO IBAREZ BARCELO

President
e
CAR MOLINA ORREGO FELIX RUILZ CRISTI
eneral Manager Vice President

B
)
i
&




CONTENTS

Il.

I,

REPORT

1T RO TIOMN

ROLE OF BANCO CENTRAL IN 1953

BANCO CENTRAL SUPPORT TO PRODUCTIVE SECTORS
GENERAL DESCRIPTION OF ECONOMIC POLICY IN 1983
RESCHEDULING DOMESTIC INDEBTEDMNESS
EXCHANGE POLICY

TARIFF POLICY

THIRD QUARTER 1983:
BEGINNING OF ECONOMIC RECOVERY

PROSPECTS FOR 1954
ADMINISTRATIVE ISSUES
PUBLIC ATIONS

LECTURES ANMD TALKS

ORGANIC STRUCTURE OF BANCO CENTRAL DE CHILE AS

OF DECEMBER 31, 1953

BANCO CENTRAL DE CHILE: BALANCE-SHEET AS OF DECEMEBER

i, 1953

Page

13

15

17
18
18
19

26







Introduction

This Annual Report contains the Balance-Sheet and Financial Statements of
the Central Bank of Chile as of December 31, 1983,

As in 1982, the economic and financial discussion of conditions in Chile,
traditionally included in the Annual Report, is now part of a more extensive
and detailed publication entitled “Economic Heport of Chile”, which is
issued in conjunction and circulated with this Annual Beport,

The Balance-Sheet and Financial Statements are presented within the econom-
ic and accounting framework adopted im 1982, This makes for knowing
nol only the accounting and financial position of the institution, but also its
significance in economic affairs, It & thus possible to consider the part
plaved by the Central Bank in domestic supply of monetary assets and
credit, and how the creditor position of the Bank affects the international
fimancial system.

Role of Banco Central in 1983

In 1983 the Central Bank took up a decisive role in resolving the difficulties
that the country underwent, The certainty that only resolute and coordij-
nated action could reactivate the economy led to seeking solutions abroad in
order subsequently to resolve domestic problems

Action in the foreign sector aimed at checking the loss of Chilean interna-
tional reserves, which was jeopardizing the economy’s payment capabilities.
To this end, obligations with maturitics in the peried 1983-1984 were rene-
gotiated and an additional loan amounting to USS 1,300,000,000 was ob-
tained, the proceeds of which were devoted to financing a vast plan of aid to
productive sectors affected by the recession,

Simultaneously, the exchange policy in force improved the competitive

position of domestic products and generated a substantial trade surplus that
helped to service foreign indebiedness.
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On the home front efforts focused on resclving domestic credit problems.
A policy was therefore implemented with a view to reducing the financial
burden of firms, by means of lower inferest rates as well as by rescheduling
obligations with the financial system.

In addition, support was given to financial institutions in difficulties while
funds were provided for executing and financing a number of projects, with
particular emphasis on labor-intensive schemes.

In the course of the year the Bank allocated resources amounting to over
$ 340,000 million among 10 support programs that effectively contributed
to alleviate the financial burden of firms.

Banco Central Support to Production Sectors

Program Amount allocated
as of Dec. 26, '83
imillion pesos)

Supplementary debt rescheduling system 211,258
Debt renegotiation by isue of bank bonds 39,999
Rescheduling mortgage loans 3,884
Credit facility for housing purchase 7,487
CF for new housing construction and

engineenng works 1,193
CF for working capital 31253
CF for hiring additional labor 11
CF for payroll financing 301
CF for renegotiating transport

seclor indebtedness through CORFO and

Banco del Estado 1,231
Preferential exchange rate 51}:1 39

Suppulrt o pruduu:tih_'e sectors does not involve net expansion of Central
1ssuance where it is granted by means of bonds or notes. as in the case
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of preferential exchange rate and renegotiation of production-associated
loans

Trade surplus, drastic reduction of nominal and real interest rates, increased
international reserves, and low inflation rates are other objects that the Cen-
tral Bank helped to achieve in 1983,

General Description of Economic Policy in 1983

To put order in basic macroeconomic variables and curb the atmosphere of
uncertainty originated by the modification of the fixed exchange rate régime
and fuelled by the intervention in banks that took place early in the year, in
March 1983 the economic authorities announced a Program for Recovery.
It contained —as its primary element— recognition of domestic and external
restrictions on resources, while it attached top priorty to reducing unem-
ployment and reactivating production,

In conjunction with the Recovery Program an emergency plan was agreed
with the International Monetary Fund, which provided for returning to the
targets of the stand-by arrangement approved by the IMF Board early in the
vear. This was necessary because the targets for international reserves and
credit expansion set in the original arrangement were exceeded as a result of
mtervening in the financial market on January 13, 1983,

Capital payments on financial and public foreign debt due and payable in
1983 and 1984 were also renegotiated, A total of USE 3.4 billion was res-
tructured with a repayment term of cight years and four years’ grace period,
and with a margin of 2-1/8 per annum over LIBOR or 2 per annum over
PRIME.

A new loan was obtained amounting to USS 1.3 hillion, agreement was
reached for trade-related credit facilities to be maintained at a level not
below USS 1.3 billion, and a bridge loan was obtained for USS 460 million.,
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Rescheduling Domestic Indebtedness

The agreements reached with the international financial community released
funds to be utilized in reactivating the economy while at the same time
additional resources were obtained for the same purpose.

In order to reduce the costs of external recession and the difficulties arising
from the burden of previous debt, the Central Bank devoted most of its
available resources to rescheduling debis and granting new credit to the
production sector, Im 1983 the Bank thus commitied (o such sectors a total
of approximately 5 347 billion, of which % 90 billion were paid out dunng
the vear, the balance being obligations for future disbursement. Funds were
channelled mainly in three ways:

(a) New resources for financing working capital for production.

(b) Rescheduling existing debts of production sectors at 7%  per annum in
real terms, repayment period of ten years with up to five vears' grace
period for capital payments,

(c) Preferential exchange rate for economic agents with obligations in
foreign cumrency incurred prior to August 6. 1983

Exchange Policy

A fundamental element in the recovery program is the establishment of an
Ell‘-hﬂllst regime aimed at validating a high real exchange rate by successive
madifications of the nominal rate. The rule applied has had the expected
resulis. A Central Bank study shows that the real exchange rate increased by
13,3: per cenl between May 1982 and December 1983, which reflects the
significant recovery of extemal competitiveness by the economy.
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Tariff Policy

The adoption of export subsidy policies by some of Chile's trade partners led
the Central Bank to set temporary tanff surcharges on items to which the
above has been found to apply. The object of this measure 15 to prevent
possible damage to domestic producers from such distortions. In addition,
the Government’s desire to help the sectors most senously affected by the
crisis required seeking new sources of fiscal funds to finance the higher
expenditure, and the tanff was raised from 10w to 20% permanently, except
those cases where a temporary surcharge became necessary.

Third quarter of 1983:
Economic recovery begins

Action by the authorities has been determinant in achieving an atmosphere
of greater stability and confidence, thus a favorable framework for devel-
opment of production. Implementation of a realistic, consistent, and
pragmatic policy allowed basic difficulties to be faced and overcome, until
the downward trend began to reverse in the third quarter of 1983, GDP in
that quarter was the same as in the third quarter of 1982 The trend con-
tinued to rise in subsequent quarters. Thus, in the four quarters of 1983 the
annual rate of Gross Domestic Product varied as follows: —7. 6%, —1. 4%,
0.8%  56%, with substantial increases in the construction, fisheries. and
COmMmerce sectors

The recovery of activity levels took place simultaneously with the recrdering
of economic policy, both in external accounts and in the financial system,
where operations are gradually returning to normal.,

There was clear recovery during 1983 of the external position of the Chilean
economy. The balance of payments deficit amounting to USS 1,165 million
m 1982 was reduced to USS 541 million in 1983, consistent with the
agreements entered into with the Intemational Monetary Fund through the
emergency program referred o above,
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To achieve such a balance in the External Accounts was a major effort r'nr
the nation. In fact, USS 1 billion in international reserves were lost during
the first quarter, affecting the ability to meet commitments to the IMF. The
situation reversed in subsequent quarters, however, which allowed the loss
to be reduced to approximately USS 600 million for the year.

Regarding the trade account, the substantial surplus shown in 1953 is waorth
mentioning. The Trade Balance showed a surplus of USS 63 million in 1982,
which rose significantly to USS 1,014 million in 1983, as a result of an
increase by 4 per cent in exports, while imports fell by 22 percent,

Furthermore, as a result of financial and credit nommalization policies
adopted by the Central Bank, significant reduction was made possible in
the cost of credit, clearly benefiting debtors and applicants for new funds.
A study conducted by the Central Bank covering all short- | medium - | and
long-term credit in domestic and foreign currency finds that in 1983 the real
average total cost of credit was 15.5 per cent, or 58 per cent less than in
1982, This reduction in the cost of credit certainly is a significant result of
economic policy given its decisive influence on activity and employment
levels.

Reduction of unemployment played a priority role in ecomomic policy in
1983; a number of measures and programs were adopted to overcome the
problem. The Employment Program for Heads of Households {POJH) was
thus kept up and improved, as well as the Minimum Employment Program
(PEM), which channel most of the resources allocated by the State to fighting
unemployment. Other programs were set up to encourage the private sector
to hire additional labor. A subsidy was granted for hiring labor and bids were
called for from the private sector emphasizing a labor-intensive approach, the
cost of which was subsidized by the Government, This allowed for significant
improvement in employment rates; hence unemployment amounted to 14.6
per cent in December 1983, substantially down from 19.6 per cent in the
fourth quarter of 1952,
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Lastly, inflation measured by the variation in the comsumer price index
amounted to 23.1 per cent, not very different from 20,7 per cent in 1982,
This means that the economic policy successfully achieved the necessary
adjustments without needing to resort to inflation as an expedient,

Prospects for 1984

In order to assess the prospects of the Chilean economy on 1984 it is nec-
essary to consider the recovery of the developed economies, high foreign
interest rates, and the substantial level of Chilean foreign debt, Accelerated
increases in production and employment levels become particulardy difficult,
given the above external economic conditions.

There is evidence that substantial reduction in international interest rates
cannot be expected in the course of 1984, therefore the Chilean economy
will continue to devote about 9 per cent of its GDP to interest payments on
foreign indebteness,

Given the foregoing, and while sustained recovery does not take place in
international economic affairs, economic policy will need to remain within
limits of prudence and auwsterity. Notwithstanding, economic prospects for
1984 are encouraging, GDP is expected to grow by over 4 per cent, inflation
will be under 20 per cent, and unemployment will fall,

A deficit of USS 1.25 billion is estimated for the current account, while the
trade balance will show a surplus of about USS | hillion, comparable to that
of 1983 Imports will rise by 7.6 per cent, exports by 5 per cent,
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Administrative Issues

The process of remodelling the administrative operation of the Bank under
the Work program prepared by the Administrative Department continued in
1983, in response to administrative support requirements in various unifs
and to resolve organizational and internal control issues.

The Work Program aims at:

meeting strict requirements of administrative efficiency:
emphasizing standards and procedures;

— encouraging development of administrative information system:
adapting the organizational structure to new Bank functions.

|

Major elements of this Work Program include the following:

— A staff information system was implemented covering staff administration
issues, remunerations, performance evaluation: it should be completed in
1984,

— The Executive Committee approved the number and distribution of Bank
staff in 14 categories.

— Training courses were given at various levels with a view to updating staff
capabilities and teaching new work techniques.

— A new building was acquired in 1983, at Huerfanos No. 1175, where se-
veral units of the Operations Department were moved. including the
foreign trade and exchange areas.

— The plan for computer support to accounting information continued: a
Flan of Accounts was prepared, together with the associated Accounts
Handbook.

~ Computer information support was provided mainly to Bank units dealing
with foreign indebtedness, preferential exchange rate, morigage notes,
bank bonds, fixed assets, etc.

— The organization and methods unit supported various Bank units, coor-
dinated with the systems development and operations unit, and taok part
in drawing up administrative procedures for different Bank units.
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Publications

Dissemination of economic information on Chile is an activity to which the
Central Bank attaches great importance given the benefits derived from it by
the community. Consistent with this editorial policy, 33 publications
appeared in 1983 confaining statistical, financial, and legal data on the
Chilean economy. with special emphasis on the financial and foreign trade
SEC TOTS,

Further issues appeared of publications with a continuity of many years:
Monthly Bulletin, Foreign Trade Indicators, Annual Report, Chilean Statis-
tical Summary, Chilean Foreign Trade, Monetary and Financial Summary,
plus six issues of the Economic Studies Series composed of works by pro-
fessionals on the Central Bank staff dealing with economic subjects of gen-
eral interest:

Mo, 18 Ahorro v crecimiento econdmico en Chile: una visidn del proceso
desde 1960 a 1981 v proyecciones de mediano plazo (Savings and
Economic Growth in Chile: the Process from 1960 to 1981 and
Medium=Term Outlook). By Mario Gutierrez 1,

No. 19 El tipo de cambio fijo en Chile: la experencia en el periodo 1979-
1982 (Fixed Exchange Rate in Chile: Experience in the Period
1979-1982),

By Foberto Toso C,

No, 20 Andlisis de la economia mundial durante 1982 y perspectivas para
1983 (Analysis of World Economy during 1982 and Prospects for
1983).

By Daniel Fanta dela V. and Raimundo Monge £,

Mo, 21 La crisis econtmica de la década del treinta en Chile: lecciones de
una experiencia (The Economic Crsis of the Thirties in Chile:
Lessons from Expericnce)

By Roberto Toso C., and Alvaro Feller S,



No. 22 Fluctuaciones de corto plazo de ingresos nominal y real: comenta-
rios del modelo monetarista de Emil-Maria Claassen (Short-Term
Fluctuations in Nominal and Real Income: Comments on Emil-
Mana Claassen’s Monetarist Model).

By Eduardo Garciadela 5.

No. 23 El modelo logistico { The Logistics Model).
By Leonidas Espina M.

Estudios Monetarios VIII (Monetary Studies VIIT), the bilingual edition of

the proceedings of the Seminar on Experiences on Central Banks, sponsored
by the Central Bank of Chile in 1981.

A new publication worth mentioning is Indicadores Econémicos v Sociales
1960-1982 (Economic and Social Indicators 1960-1982), a significant com-
pilation of statistical series on main socioeconomic and social vanables in
the period —an essential work for understanding the economic development
of two decades and a base for preparing projections and works supported by
economic reasoning. Another major work is Cuentas Macionales de Chile
1960-1982 (Chilean National Accounts 1960-1982) containing definitions
and basic concepts on the subject, methods and series according to major
concepts and economic activities. This information is supplemented by
Cuentas MNacionales Trimestralizadas 1280-1983 (Quarterly National
Accounts).

Publication began of the fortnightly Economic and Financial Report in
Spanish and English containing updated figures on trade balance, balance
of payments, international reserves, foreign credit, monetary and financial
information, and commenis on eCONOMIC 155UES,

Supplementing the dissemination of economic data, the library provided in-
formation to the public addressing queries in person or by telephone. Col-
lections of book and penodicals were updated by purchases and a
computer system was implemented to expedite access to information con-
tained in bibliographic materal.
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Lectures and Talks
The following deserve special mention:

- Lecture by Professor Bela Balassa, of Johns Hopkins University and World
Bank Consultant, on “The International Economic Situation and Adjust-
ment Policies in Developing Countries”’, on January 12, 1983,

— Seminar on the KRole of the International Monetary Fund in the Adjust-

ment Process, sponsored by the Central Bank of Chile, the Intéernational
Monetary Fund, Universidad Tecnica Santa Mana, the Valparaiso Business
School, held in Vina del Mar on April 6-8, 1983,
The program included presentations on: recent evolution of the world
economy and non-oil developing countries in the Amencan continent; the
balance of payments adjustment process; IMF conditionality re-examined;
the role of key prices in the adjustment process; the object of adjustment
and conditionality; the role of fiscal policy; the role of international re-
serves and foreign indebtedness in the external adjustment process; the
role of commercial banking in the adjustment process.

- Lecture by Ms, Ricki Tigert, U5 lawyer specializing in banking legal
matiers, operations and activity of the banking system in the US.A .
held on October 11, 1983

25
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BALANCE - SHEET

AS OF 31 DECEMBER, 1983
{million pesos)

Chilean Currency
and F/C equiv.
(USS 1 =58751)
(Colds 1 =5 183 53)

ASSETS

EXTERMNAL ASSETS ... .......0000c0ceees
RESEEVE ........... R e s

Gold and Foreign Cumency . . .
I-Inld]npn[ﬁpuulﬂnwm:ﬂuht
IMF Subseription Paymenis _ . . .
Bonds_ Certificates of Depost & Other . . ........
Hﬂmm:llﬂ':ﬂt.ﬁ#um:nh .............. :
Other Securities . :

OTHER EXTERNAL ASSETS

Contributions to Other Intemational Organizations |
ieos Mecemable | . .. .o icacca e
o
DOMESTIC ASSETS

DOMESTIC CREDIT

Credits to the Treasury . ..
Credits to State-Owned Enl:rp-mu ............
Credits to Bancodel Estado . . ... ............

Credits to Commercial Banks .. ..............
Credits to Other Institutions . . ... ............

INVESTMENTS & OTHER ASSETS
OTHER ASSET ACCOUNTS

TOTAL ASSETS

282 7919

215 3316
4733
40,3581
9 0969
14,021.4

45011.6

21,6059

16,1221
4 241 %

1.241.%

775,713.0

49 338 6
20,757 4
72.452.7

476,124.3

157,040.0

13.940.4

304 398 8

———

TEI 653 4

362 7340

3
1 456 THG.2
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LIABILITIES

EXTERMNAL LIARBILITIES
RESERYE
IMF Credits |

Reciprocal Credit .I'l.p'n'_'t-l'l:l.t-ﬂ-il -
IMF Deposits

MEDIUM - AND LONG- TERM

Loans and Chher Obliganegs , ., ., ... - 00 v v e o
Accounts with Other Intermational D:gamza:mns kT

OTHER EXTERMAL LIABILITIES
SDRE ALLOCATIONS

DOMESTIC LIABILITIES
ISSUANCE

Balls and Coing in CircwlatbdB |, . ., @ ¢ v v v v m v v e n-
Deposits of Financial Institutions (DfC) ... ... ..

OTHER DEPOSITS AND OBLIGATIONS

Deposits & Obligations with the Treasury . ... . ...
L [ SR A S e s S AR AL G T ]

DOCUMENTS ISSUED BY THE CENTRAL BANK
OTHER DOMESTIC LIABILITIES

OTHER LIABILITY ACCOUNTS

CAPITAL AND RESERVES

1 e e i L S ) i
B A IR - o e e e e e e T e
Contingpecy Fund | .. cc- e s 5ie aa e ne e
Reserve for Equity Capital Rev,:

Equity Capital Rev, 1983, .. ... ... ...... 44 408 8
Monetary Adjusment (Met) ... ......... (13,3993
[ristr, to Buffer & Cont,

Fund from Res. for Equity

Capital Rev, ., ....... e Y e (31 009 65

SURPLUS

TOTAL LIABILITIES

1057880

53,0472
12.324.0
40,4178

2282376

208 1518
20,085 8

59449
11,1706

72 469 6

65,7932
6,676.4

1598019

20,142 4
139 63595
340635 9

— e

10,130.7

500
173,106.4
45,1943

3511421

— e Nl

5830381

I3 5135
2183507

741 8

S
II4S-E, 8627

L] |




&b

INCOME STATEMENT

{For the period from January | to December 31, 1983)

Current pesos

NET OFERATING EXFENDITURE
OTHER INCOME (Flus)
SURFLUS

{million}

OFERATING INCOME

Interest and Discounts Eammed . . .. . ... ... .00 66, 3472

Exchange Profil . .. .. ... .::.-:c:ccuaninnns 16,2185 .4

T R P S 326.5
TOTALOPERATINGINCOME ................ 81 963,1
OPFERATING EXPENDITURE (Less)

Interest and Discounts Padd ., ... ............ T3,155.0

Exchange Lomes e 526383

T e e e S 2L
TOTAL OFERATING EXFEMDITURE ........... 128 325 4
OPFERATING RESULT (45 362.7)
FIXED OVERHEAD iless)

Admin, Rem, Oiher . ... ...........---.... 21335

Depr Writeoll Prov.. ........-ccc0camaass 518267
TOTAL FIXED OVERHEAD 539602

(53 960.2)
(99 322.9)
100 0647

741 8
e




MEMORANDUM ACCOUNTS

Current pesos

{mill iom )

IIREASURY OPERATIONS 34626
DOMESTIC CREDIT OPERATIONS 165 6
EXCHANGE & EXTERNAL CREDIT OFPERATIONS 1,173.1
SAFEKEEPING & SECURITY OPERATIONS G4 5246
TOTAL 993259
———— - |

Notes 1 to 18 below are an integral part of the above Financial Statements,
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NOTES TO FINANCIAL
STATEMENTS

I. SUMMARY OF ACCOUNTING CRITERIA APFLIED

(2} PRINCIFLES

The financial statements as of December 31, 1983 were prepared according to gen-
erally accepied accounting principles, roles issued by the Superintendency of Banks
and Financial Institutions where applicable, and provisions of the Organic Law of the
Central Bank of Chile (DL 1,078). The Saperintendency rules differ from generally
accepted accounting principles as regards provisions on loans,

(b) PARITIES

Assets and liabilities in foreign currencies are shown in pesos at the rates of exchange
for each cumency at year<nd, as zet by the Superintendency of Banks and Financial
Irstitutions.,

Under instructions from the Superintendency of Banks and Financial Institutions,
asgets and habilities denominated in Chilean gold bullion pesos were valued at the
average London morning Gold Fixing rate (US dollars per ounce troy fine) for all
business days in the preceding quarter, less 10 per cent.

The main rates used at year<nd are as follows:

5
Chilean gold bullion 183 530
US Dollar &7 510
Pound Steding 127,010
Deutsche Mark 32,102
Special Drawing Rights (SDR) q1,61%

(2} LOANS AND OBLIGATIONS

Non-indexed loans and obligations are shown at ongnal value or value at latest re-
newal except for purchased commercial paper or discounted documents, which are
shown at mominal value at maturity. Indexed balances include adjustments earned by
the date of the balancesheet and balances in foreign currency include the respective
exchange adjustments.

Interest accrued as of the end of the year is included under Other External Assets and
Other External Liabilities when in respect of operations with residents abroad, and
under Inwvesiments and Other Asseis and under Other Domestic Liabilities when in
respect of operations with resdents in Chile, Interest paid and not accrued from
obligations 18 included under Other Asset Accounts, Interest received and not accrued
from loans is included under Other Liability Accounts.

{d) NON-PERFORMED LOANS

This item is included under Other Asset Accounts and includes all loans outstanding
S0 days after maturity, Interest receivable on such loans and adjustments where appli-
cahble are calculated and accounted for until maturity only,

{e) FINANCIAL INVESTMENTS

External financal investments, which are shown under Reserve Assets broken down
into bonds, certificates of deposit, and other, basically inclade bonds and instruments
wBsued by Govemments, foreign institutions, and banks, valued at investment cost,
Interest receivable is shown under Other External Assets,

Financial investments and interest receivable in Chile are shown under Investments
and Crher Assets,

([ TANGIBELE FIXED ASSETS

Tanpble fixed assets are included under Other Asset Accounts and are shown at cost
plus legal revaluations, met of cumulative depreciation, Depreciation was calculated

by the linear method, considering years of useful life of the goods. Breakdown is
Even in note 3,
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(g COMPENSATION FOR YEARS OF SERVICE

Compensation for years of service is payable by the Bank as an acquired right of Bank
staff, it was calculated on the basis of present value (acerued cost) plus interest at &
per cent per anmum. The balance of the obligation as of December 31, 1983 amounts
1o 5 90,0 milion and i3 included under Other Liability Accounts,

(h) FROVISIONS ON LOANS

In 1983, purduant to the powers of the Executive Committee, the Bank allowed for
provsions on nﬂrlaptr.l'nrmtli loans and indivedual provisions on loans considersd
likely to prove irrecowerable, These provesions are included under Other Lability
Accounts and the associated charge to the profit-andloss account is shown in note 110,

(i) SHARES IN AND CONTRIBUTIONS TO, THE INTER AMERICAN DEVELOP-
MENT BANEK (IDB) AND CONTRIBUTIONS TO THE INTEENATIONAL MONE-
TARY FUND (IMF)

Shares and contmibutions from Chile to the Inter American Development Bank and the
International Monetary Fund are valued af cquisition cost and at value of contri-
bution plus adjustments where appropriate,

Shares in and contributions to, the 1B are shown under (bther External Assets asCon-
tributions to Other International -Eh'ga:n 1ZAOns,

Conftributions te the IMF in both domestic and foreign currency are shown under
Reserve Assets as IMF Subscription Payments. Shares in and contnbutions (o, the
IDB and contributions to the IMF, as expressly provided under DL 2,943 of Novem-
ber 8, 1979 are considered investments.

(1) GOLD AND FOREIGH CURRENCY RESERVES

Pursuant to article 41 of DL 1,078 (Organic Law of the Central Bank ), the Bank is
bound to keep a reserve fund in gold, foteign currency, of bath,

Under Beserve Asets the item Gold and Forelgn Currency includes 27002 million
gold peses, of which 2107 millios gold pesos compose the Gold Reserve Fund.

(k) INCOME AND EXPENDITURE ACCOUNTS

Financial income and expenditure are entered on the basis of accrued value,
Prafitanddeds balances in domestic currency, except for depreciations, account for
cumulative values comesponding [0 peso amounts entered ak the time of the trans-
actions involved,

{1} MONETARY ADJUSTMENT

This year —as in 1982— the net result of monetary adjustment of non-monetary
assets and liabilities is shown in the Capital and Reserve accounts.

The effect of applying this criterion are described in note 9.

(mil COMPARATIVE BALANCE-SHEET

The Comparative Balance-Sheet shown in note 14 is adjusted according to the fol-
lowing guidelines:

Assets and liabilities in domestic currency and profit-and-Joss accounts in the balance-
sheet a8 of December 31 of the previous year are adjusted by the variation in the
Consumer Price Index (CP1) between Movember 30 of last year and November 30
of the present year, Assets and liabilities in foreign currency are adjusted according
to the variation in the US dollar exchange rate for dccounting purposes, as set by the
Superintendency of Banks and Financial Institutions, between December 31 af last
year and December 31 of the present year.
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2. CRITERIA FOR FRESENTING FINANCIAL STATEMENTS

Balancesheet presentation, as approved by the Superintendency of Banks and Financial
Imstitutions, iz framed in an economic-accounting scheme that reveals the accounting
and financial position of the Bank while simultaneously aiding economic analysis of
Central Bank operations by clearly distinguishing whether they are conducted with
domestic or extemnal agents. In this way Central Bank partscipation in the domestic
supply of monetary assets and credit may be assessed together wath its effect on the
Bank's external creditor position,

The economic concepts of international and imue reserves are thus shown respectively
under Reserve and lssue Assels and Liabilities.

3 TAMGIBLE FIXED ASSETS
The following &= a breakdown of tangible fixed assets as of December 31, [983.

(Million pesos )
Previous Year's Year's Year's Met
value VaTif- reval- depre- ook
(Met) tion uatian ciation wal e
Dec, 31,82 Dee, 31, '83

Ralakik .....-..co0c0.0.. 13358 383.2 JEE9 { 7Ty 2,031.0
ke e e 5 111.6 303 { 35.9) 192 5
Wabhclew . .oc oo e 222 &1 { 74) 230
Works ol irt o ..o 475 .1 11.3 589
Collections of bills, coins,
il ede T L | 327 9.7 { 22) 77.3
Total Fixed Assets ,........ 15203 5276 4573 (122.5) 23827

4. INVESTMENTS AND OTHER ASSETS

Includes investment in CORFO notes for 5 184.1 million and interest and commissions
receivable on Domestic Assets amounting to 5 13,756,3 million _

5. OTHER ASSET ACCOUNTS

H_'J“lr includes tangible fixed assets for § 2,382.7 millions, purchase of US dallars
with repurchase agreement for § 126 ,017.7 million, past-due credits for § 11,773 8
million, portfolio purchased from financial institations for § 117 772.9 million . and
Tremsury notes for 5 100,000 million,

6. OTHER EXTERNAL LIABILITIES
Includes interest and commissions payable amounting to § 5944 9 million.
7. OTHER DEFOSITS AND OBLIGATIONS

“Other™ mainly i.n.clu_de: mandatory deposits on foreign credits for § 22,0821 mil-
Bon, public sector time deposits for § 29318 million, deposits under Resolution
1470 (peso current accounts denominated in US dollars) for § 1,651.3 million, Baneo

del Estado deposits for § 47,736.1 million, and forei
. ' ' EIED CUrrensy current accoumts [
§ 3,029 million. ; 5 =4
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§. OTHER LIABILITY ACCOUNTS

Mainly includes provisions for § 55 132.5 million, reimbursement funds under recipro-
cal credit agreements for § 2,731.4 million, foreign currency to be sold for purchase
af US dollars for § 126.017.7 million, income received and not accrued for § 1,311.5
million, and hills of exchange for purchase of portfolio from financial institutions for

$117,772.9 million.

4 MONETARY ADIUSTMENT

To allow financial statements to reflect the effect of variations in currency purchasing
power in the year, financial monetary adjustment was applied in order to discount
equity capital and non-monetary assets and liabilities in accordance with CPl variation
between November 30, 1982 and November 30, 1983, or 23.7 per cent.

The net effect of this operation is shown directly in the capital and reserve accounts,
The result of monetary adjustment was acharge of 5133992 million pesos as

follows:

[ Millions pedos)
Charges Credits
Equirycapital . . . .. . aaciauEs. Tt et 44 404 8
Adjusiable liabiities ., .., ... o2 cinan 26,6417
Loans & adjustable investments ., .. .. .... 69 4122
Exchange position settlement ., . ... ... 21,2232 52480
Goldpepeene fund . . .. .o .. ciecrnaa e 37283
Tangible Fixed 233888 ., .. ... .. cccvunns : 4573
(1] 1 D e 287
Net effect on capital & reserves .., ..., .... 13 i
R e T T e T 737 1
Torl. ... e S I g : 91173 92&!3?

10, PROVISIONS AND WRITE.OFFS IN THE LOANS & INVESTMENTS PORTFOLIO

Provisions and writeoffs during the year moved as follows:

{Million &)

Write-0ffs charged 10 previous Year provisions . . . ... coeveo .. 134
~Recovery of previous Year proviions . . . . .- s e a s s ra s na rus s 1522
_Write.offs charged to present year fesulls ... . .. ... ... e
Total as of December 31, 1983 . .. .. 185 6
_Individual provisions charged to present year results . ... ... .. 1 51,6972
—Remainder of individual previous year provisions . . . . oo oe 00 3,408
Total as of December 31, 1983 | .. ... ... B e e M L e - 34,738.0
_Owerall provisions for loans & investments portfolio charged to

present year results

Remainder of overall previous year provigions . . ... ... ... ... 404 .5
Total as of December 31, 1983 | . . .. N ey = o v 0 4043

The charge to the year's resulis arising from provisions set up amounting to § 51,697.2
million, is included under depreciations, write-offs, and provisions in the income
sEatement
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11, CAFITAL AND RESERVES

Capital and reserves accounts moved in 1953 as shown below:

Million pesoal
Equily cap.
ConliggEney Bualfcr reviludalion Surplup Tl
Capitad Faedl Fuad BEAEEVE 1541

Balances aa ol Jasury 1,
133 00 2597 4 148 £08 & 6.727.4) 187 983 5
Dastribution 1987 sarplus &
Prpayment of credity 1o
Tresary {Focel femaides) 50849 (6,17 40 {425
Earmity capical revilusson 44 40488 44 408 8
Mgty sl justmeal for the
§edr (13 3003) (13,353 2)
Esuity capital revalusisos
femcrve dntnbubos 5120 24,4976 {30 009 5)
Sugrgiu For 1he yoas 741 8 1414
Balasce gu of Decamber 31,
1583 0o 45194 ¥ 173 1064 4.8 215 052 5

12 INCOME TAX

Pursuant to DL 3,345 of April 24, 1980, the Central Bank is exempt from income tax,

13 PREFERENTIAL EXCHANGE RATE

Under resclutions No. 1462, 1466, and 1484 of the Executive Committe, ihe Central
Bank provided that certain obligations incwrred in foreign currency or indexed in
Foreign currency terms before August 6, 1982 may be repaid at a preferential exchange
rate, the Central Bank bearing the difference between this rate and the rate prevailing
on the date of payment, which is recognized to the extent that beneficiaries take
advantage of the measure. In 1983, this form of payment amounted to § 50,3049

million,
14 COMPARATIVE BALANCE.SHEET

The figures of the Balance-Sheet a5 of December 31, 1983 and for the Balance-Sheet as

of December 31, 1982 are compared below:

ASSETS

EXTERNAL ASSETS .......

Other external assets

DOMESTIC ASSETS

Domestic credit . ... ..........
Investment & other assels

OTHER ASSET ACCOUNTS .. ............
Tokal Asgets . ... ......

38

(Million pesos)
1983 1982
5 5
304,198 5 2830407
182 7929 263 0281
218059 200126
TED 6534 357 404 4
775,713.0 3503779
139404 7.026.5
362 7340 138 4809
| 456, 7862 T78 9260




LIABILITIES

EXTERNALLIABILITIES ........c.---:--- 351,142.1 145 859 .4
[T vy T i e e b et o 105 7890 AT 4630
Medium— and longdem .. ... ... ... S 238 2376 914159
Other external liabilities . . .. .............. 59449 3,191.5
SDR allscations .. ... .. 11,170.6 11,78%.0

DOMESTIC LIABILITIES . . . oo aan it SE3 0381 210,000 .9
T st e e e S Chi 72 4695 77 2691
Other deposits and obligations . ... ......... 159 8301 9 151,037.7
Documents issued by Central Bank . . .. ...... 340,635 9 38,536.6
Other domestic Habilities . .. ....c.coueinas 10,130.7 3.364.5

OTHER LIABILITY ACCOUNTS ... ......_.... J03 5135 13032310

CAFITAL AND RERSERVES . . . .. SRR n e s 218.350,7 22473139

SURFLUSFORTHEYEAR . . . . ....c..cunu. T41.8 83218
Toml habilifex |, . ... conrasnnnses SN - 1 4567862 TTE 9260

PROFIT AND LOSS ACCOUNTS

O EraNE DGO . o e e et s P e 829631 100,197 8

Operating expenditure (less) _ .. ... ........ (128,325 8) (85,743.0)

Fized averhead (esg) . . . .. ... . .t enns [ 539602} { 6,212.2)

Qther income (plas) 100 Bad 7 181
7418 83317

Surplus for the year, |

I15. TREASURY FUNDS TRANSFERRED TO THE CENTRAL BANK

Pursuant to Article 3% of Law No 18 26T of December 2, 1983 the Treasury transfer-
red o the Central Bank of Chile the sum of § 100,000 million in 25.year notes of
the Treasury of the Republic, The above sum has been entered a8 sxiFaordinaey
income in the year under the heading other income, while the notes are entered onder

other asset accounts,

I6. PAYMENT OF EXTERNAL CREDITS OF THE PUBLIC SECTOR, BANKING
INSTITUTIONS, AND FINANCIAL COMPANIES

Making use of the powers pranted respectively to the Ministry of Economic Affairs,
the Ministry of Firance, and the Central Bank, a 90-day extension was granted as of
Movember 1, 1983 to all capital payments on external credits obtained prior to
January 31, 1983 from Fforeign institutions; the amounts so extended might be depos-
ited with the Central Bank and are entered under external medium - and long-term
habdities in the amount of § 15,700.2 million,

39



17. BALANCES IN FOREIGN CURRENCIES

ASSETS
EXTERNAL ASSETS

Other external assers
DOMESTIC ASSETS
Domestic credit

Investments & other assets ., ... ......

OTHER ASSET ACCOUMTS .. ..............

LIABILITIES
EXTERNAL LIABILITIES

Reserve . .
Medium - and long-term
Other external liahilities

DOMESTIC LIABILITIES
lsue

18. SURPLUS FOR THE YEAR

Other deposits & obligtions
Documents issued by the Central Bank
Other domestic liabilities .

(Million LSS}

1983 1983
2 965.6 27792
3 8663 27040
99 3 75.2
3,276.8 2406
22154 T76.4
614 642
6.3 818.5
52487 44383
(Million USS)

1983 1982
17375 11499
140 8 1286
2391 | 850 1
679 36.5
1257 1347
3,188 3 13423
15101 1.294.1
1631 4 370
47 0 112
(667.3) 1 946.1
§,248.7 44383

Under the Organic Law of the Bank, any surpluses arising in the year, after deducting

write-0ffs and provisions as the Executive

the follswing purposes:

To make up reserve funds to cover the rigks of

any other contingency,
outstanding debts owed to
‘,qﬂ—ﬁh- L

5 éé i
FRAKCISCO G ARCIA LETELIER

Auditing Accountans
Acting Mansper.Accounting
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VICENTE MONTAN UGARTE
Aunditing Accountant
Auditor-General

CAR

Committee may decide, shall be allocated to

! ; ri.1i ::r:rlm and exchange operations, or
; In such percentage as the Executive Committes may decide,
The balance, which shall accrue to the benefit of the Treasur

¥, preferably ¢ '
the Bank by the Treasury, S e g

r

OLINA ORREGO
Colanel (E)
Geemeral Manager



AUDITORS’ REPORT

To the Chairman and Members of the
Executive Commitiee of the Central Bank of Chile:

We have examined the balancesheet of the Central Bank of Chile as of December 31,
1983 and the associated income statement for the twelve-month period ending an that
date, Our examination was performed in accordance with generally accepted sccounting
principles; accardingly, it iacluded selective accounting entry tests and other auditing
procedures ta the extent we judged them necessary under the circumstances.

As pointed out in aote 1 (a), the Central Bank of Chile prepares and submits its finan-
clal statements based on rules and accounting practices issued by the Superintendency
of Banks and Financial Institutions.

In our opinion, the above financial statements have been prepared pursuant to the rules

and accounting practices issued by the Superintendency of Banks and Financial Institu-

tions and to the provisions of its own Organic Law described in the notes appended to
such staftements,

LANGTON CLARKE VIVIAN CLARKE LEVI
COOPERS AND LYBRAMND

Santiago, January 6, 1984,
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