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L REFORT
THE EVOLUTION OF THE CHILEAN ECONOMY IN 1995

A. GEMERAL OUTLOOK

Thn: performance of the Chilean economy turned our to be highly carisfactory in 1995, especially the
continuation of the downward trend of inflation, achieved against a backdrop of vigorous economic
growth and equilibrium in external accounts, The annual inflation rate of 8.2% for 1995 was fully in
line with the target set mitially by the Banco Central, and represents a significant step forward in the
strategy for a gradual reduction of inflation which the Bank has proposed (Figure 1). This achievement
made it possible to consolidate the inflation rate at 2 one-digit level, converging towards bevels seen in
the main industrialized countries, [t is important to stress that, as in previous years, the progress of
bringing inflation down has been achieved without generating imbalinces in other areas of the
economy. As regards economic activity (Figure 2), gross domestic product (GDP) expanded ar a rate
of 85% in 1995, and the unemployment rate also improved. Meanwhile, on the external front, the
current account ended the year practically in balance, with exports displaying a significant rate of
expansion in both volume (11.5%) and, especially, in valwe terms (38.2% ). The latter was helped by a
favorable condition for intermational raw matenals prices. The drop in inflation, in a context of
internal and external balance, is a clear indication that the success already achieved is sustainable and
that the process wall continue over the course of the coming years.

The dynamic trend in outpur and aggregate demand was strongly influenced by the favorable
international conjunciure in which the national economy operated during 1995. A recovery in the
prices of our main export products, which had begun to be seen from the end of 1994, continued in
19493, casily exceeding ininal expectations of its magnitude and duration. This improvement in Chile's
terms of trade had a strong impact on national income, on the order of 7 percentage points of GDP,
and became the main source of expansion in domestic spending. Thus, unlike the previous year, the
expansion of output during 1995 was driven by growth in domestic demand, which topped 12.9%,
although a significant increase (11.4% ) was also recorded in goods and services exports, helped by the
Favorable international situateon. Among the components of domestic demand, a 12.1% increase in
pross fived capital formanion stood out, as a result of which the rate of investment in fixed upi'ﬂ,
expressed in constant prices, amounted to 27.2% of GDF, the highest coefficient achieved in recent
vears (Figure 3). There was also a notable 11.7% increase in private consumption and inventories. At
the same time, a 22.2% increase in imports of goods and services was recorded, exceeding initial
expectations which had assumed a lower rate of expansion for domestic demand. :
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Ihe trend in interest rates during 1995 retlected the |'r|,;|||._|r |'-,|:_|'| ol price vanattons over the course
j

of the vear, and also, although 1o a moderate degree compared to whar happened in other countries in

i 1 ' " ' .
£ region, the eibects ol :| e ::::.-.l.-.:.:l '.:|:!ll||.| Ce d5sacialed Wil e .||."..||.|.|!|Il|| ol I|:r Aexican

currency in December 194 (Figures 5 and &), In the initial months of the year, despite a highly

tavorable trend in domestic inflation and good prospects for the rest of the year, the uncertainty

1 L ' ¥ - I - |
associated with the Mexican crisss o ced an increase in the gradient of the :.'Iq.'|-.! curve, with longer

Y " :
1eFmm INTEFeSL Falss fIsing Coan paned 1o their levels ar the end of 1994, This effect |I|.'J:.|r| to Fade in the

conrse of the tecond quanter. and wbsaguently thie levels exeting prior to the Mexican oTigis were

Following the change in the approach to monetary policy, and in sccordance with the tavorable
inflation trend and its prospects, as well as the reduction in international interest rates, a greater
wvailability of liguidity was sipnalled, and a slight reduction in market imterest rates was recorded

during the months of June and Tuly. This siuation, however, was reversed from August onwards

forllovaving an upturn in indlatienacy expectations in firancial markets, coinciding with the high inflation

] ¥ -- op
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particular month, and also with the emergence of a more dynamic growth pattern than

inttia sen anbicipated in age e ¢ wd and in output. This change in expectations,
inciding th a reassessment of the Macroeconomic siluation |'|:. the Banco Central, was
wecommiodated within the new monetary policy Framework by allowing suceessive hikes in the daily

nter-hank rate through the seements of the I:-.;.:l-.!ll-. credin line. Finally, in the month of December

| lir line and deposit account structures were altered, so as to adjust them to the new level of

tepest rates ruling in the market, in the ef that a more lasting action was needed to ensure the
convergence of the pace of domestic demand and output expansion towards levels sustainable over
[ ot [ hereby puarantecing the continuity of the process of lowering inflation.
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MEAM INTEREST RATES: MARKET AND BAMCO CENTRAL
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Fiscal policy achieved an increase both in the level of public saving and in the fiscal susplus, with the
current surplus amounting to the equivalent of 5.3 percentage points of GDP, half a point above the
199 hgure. The overall surplus, meanwhile, grew o the equivalent of 2.5% of GDP, almost one
percentage podnt higher than in 19, This result serves 1o confiem the degree of d '"“’i'-"-" and

: ; . T T -
responsibality in fiscal policy during 1995, with consistently high bevels of saving and fi

being achieved

¥ - " 1 N !
As fi'FJFL|‘~ the L'-'-lll-l-'l.a:l' rate, the Banco Central continuwed with nis PICY almed al promoting a
market exchange rate consistent with l.'-.;.|:|:|l:|l|.'|: in the soonomy’s external accounts in the medinm

and I'-'l'l,a: term. In parsuar o phets l'|1:-.'l.'ll'-';"-. i 1995 the Bank maintained the same peneral exchme

- ] ¥ 1 . 1} |
rate policy that has been applied over recent years, i.e. a flotatis and of £10% around a referential

rate (the aruerdo 'L':-'-I'E-Illr::' rafel, a sysiem of Interventson inside that bancd and the linkne of the

Y : - i
referential exchange rate to a basker of currencies. For much of the vear, the excl

situated i the lower half of the band, but at a preater average distance from s Hoor (6.5%) than in

previous years. This retlected a near 10% revaluation in the value of the referential dollar decreed in
. . - i

Movember 1994, x well as the financial impact of the Mexican crisis on the Chilean economy, which

EXeried 1.]-""-'- -|'I-'-'.|Tij PIESSUNE Ol ihe (IR ] :I:l_' |_.|r!-. ::'|||:'|r;'|'\.-\.l| :E:_' vear, However, onvce this uncertainty

fluctuating berween -4.9% and -7.6%, with respect to

'-"lil'-'l:l:- of the nominal P dollar panty was considerably greater, reflecting the SNATE [IRCTUALINGS
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IMTEREST RATES OM 20- TO 3465- DAY INDEXED TRAMSACTIONS
% [Manthly averages)

w

CGEC MAR JUM SEF  DEC MAR JUN  SEF  DEC MAR JUM SEF  DEC MAR JUN  SEF DEC
Heed 1%a3 iagd : L1k i

wpact of the revalvation which had occurred in 1994, The behavior of the real exchange rate

represents a continuation of the trend it has displayed throughout the 1990¢, and corresponds o the
impact on this relative price of the high growth rate of productivity and competitiveness in the
Chilean economy, and particularly in its exports, as well a5 a deepening of the economy’s effective

deeree of financial openness to the exteror, Taking this situation into $CCOUNL, I Moy ember 1995 the

referential exchange rate rule was altered 1o incorporate into its trajectory a slight tendency towards a

long-term equilibrium real appreciation, at the present Eme esLmated o be 2% [ET YEar.
) . 1 . gy S
[n addition to the above, in 1995 the policy of gradually relaxing restrictions on currency movements

and eivinge oreater depth to the foreien exchange market was continued with. Among the measures

tending tovaards exehange rate liberalization it is |_--.|u_-.._..|.|:. worth highlighting the CofMmplete ¢ limination

igation to liguidate export returns in the formal exchange market, and an expansion of the

seitutional tnvestors, by broadening the amoants and

1 Ivestment opporiumiiee

I
yis available and making them more flexible. Similarly, regulations on foreign investment by

+ hanking system were made more fexible, a5 were restrictions on the period for repatriation of
arafits and pit ol attecting debt-conversion transactsons cartied out under the acgls of the rl.':"-i.'.ll-\..'l.l
Chapaers XV and XTX of Title I of the Compendivm of Rules on International Exchange (CNCIE

inally. th CuIrEments bar E5eng shares abroad through the As

EriCEn |.‘-".'p-.l*-i:l.'|':. l'-:_.-n_'n_-||,'|'_:-. ADE)
hanism were recluced, although in order 1o wnify the treatment of capital entry, and avoiding
skages through the special reserve mechanism, it was decided to widen the coverage of this
| 1Nism [0 I':-\.I JEEE CLINTLARLY I:'lll"-l g 550K |-|:'\-'-I [ "-n."\.'\.":.l.li'l 'lII ]R |'\'||-F'\-\.'I'|||"'\-:\."". i':' "'Il-"'\-"" '-'-'I1i-\.'|'l HOE

o prirmary issue and are susceptible 1o being acquired by foreigners and converted into ADHs

As regards external accounts, the balince on the current aceaunt of the balance of payments showed o
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surplus of USS 160 million in 1995, largely artributable to the considerable improvement in the trade
balance where a surplus of US3 1,384 million almost doubled the 1999 result, This positive ourcome
WS in response o an expansion of 38.2% in the value of exports compared with 1994, exceeding the
significant 34.7% expanston in impsores. The dynamic trend in exports was mainly due to a continuation
of the recovery in the terms of trade which had stanted the previous year, and in particular to the
favorable trend in the price of copper and other principal products and, to a lesser though sull
significant extent, 1o an expansion in export valumes. Export prices were 23.9% higher than in 1994,
while volumes grew at a rate of 11.5%, surpassing the figures for 1994 and 1993, The trend in goods
impets was explained mainly by a dynamic expansion of domestic demand, and it can be broken
doarn into a 24.7% increase in volume and a 7.9% increase in prices. As well as the surplus on current
account in 1993, a positive currency inflow was recorded on the capital account where a net surplus of
U35 1,168 million was recorded. When a negative balance of US3 267 million for errors and omissions
is added in, the overall balance of payments surplus was USS 1,061 million.

The capital account recorded a net inflow below that of previous years. This is explained by special
amortizations carried out with respect to pre-payments on medium- and long-term external debt by
the Treasury and the Banco Central, by a decline in the use of short-term financing and by a sharp
reduction in net portfolio investment inflows. This Latter tem was negatively atfected by the tarbulence
in international financial markers following the financial crisis in Mexico, However, its effects and
replicas were steadily overcome during the course of the year, and there was a notable recovery in the
final quarter of 1995, Likewise, the lesser inflows of portfolio investment and short-term financing
were partially offser by greater resources onginatng in medium- and long-term lean disbursements
and from the use of foreign assets on the part of the private sector. Thie resulted in o betrer
composition of capital-account financing. Of the net resources entering the country, 69% (LS5 802
million) corresponded o medium- and long-term capital, including foreign investment, while the
remaining 31%: represented shori-term financing. The process of deepening the financial integration
of the economy with the outside world contineed through 1995, and the risk classification assigned 1o
Chile by the main international agencies improved.

The consistency and coherence of monetary, exchange-rate and hiscal policies, together with the
dynamism displayed by exports and the favorable international climate, were fundamental elemems in
the economy's positive performance in 1995, The results of recent vears give strong support 1o the
current development strategy chosen for the Chilean economy. In particular, rising saving and
anvestment bevels put the country at the present time in robust position for continuing with a process
of sustained gri}'l:l.'!h. In the |E,!.'J'|l: of this, one af the areates n.mpunhih:“ilil:x ol the economic amborities,
and other economic agents, 15 1o ensure this process continues to be based on solid foundations, with
inflation decreasing over time.



B. ECONOMIC ACTIVITY AND EMPLOYMENT

ln 1995 cconomic activity experienced a significant expansson, with GDP growing by 8.5%, double
the increase achieved in the previous year (Table 1) This expanston was achieved in a dynamic
context as regards both domestic demand and exports. In general terms, 1995 was characterized by a
high rate of economic growth, driven by a favorable external situation and made possible by the ruling
ECOnGmy |1|||:i|.':,'. With this resele the CLCHIOETY hias achieved an avernge anvnpal gmwlh rare of 6.7% for
the penod 1950 1o 15595,

In 1995, unlike the previous vear, expansion was driven by a high growth rate in domestic demand,
amounting 1o 12.9%, and by an 11.4% increase in exponts of goods and services, resulting from the
favorable internatiomal situation since the middle of 1994, Economic activity took place in a less
restractive environment than the previous vear, with a modest fall in interest rares being observed up
1o the third quarter, a situation which was reversed in the final quarter of the year.

Among the compenents of domestic demand, the following increases stand out: 2 12.1% increase in
TS |.\i'¢:|.,"l:!l-l.'iIFl:iriI|. fosrmarion, 11.7% in Priviie COMSLUMpLoa and invenmorics, and ar the same time
there was a strong cxpansion in imports of goods and senvices (222590,

Although domestic demand showed a very dynamic trend in 1995, this did not have significant etfects
on the price lewel or external accoums, A s.:i_gm:iﬁﬂn[ part of the increase in domestic demand was
channeled rowards external markets via higher imports, and the financing of greater domestic demand
was assisted by the strong growth of real gross disposable national income. This registered a 15.8%
increase, resulting from the notable improvement in the terms of rade, due especially to the rise in

LXpoTl ]:-r'rwh.

As regards the behavior of the different sectors in 1995, the 7.9% expansion in the sector producing
non-tradable goods was greater than that in tradables production, which amounted o 6.4% (1L
Especially notable among the former were the performances of the commerce and transport and
communications sectors, while fishing, mining and manufacruring stood our among the tradable
sectors. Owver the course of the year as a whale, the semestral trend in tradable goods was decressing,
whereas there was a sustained |:||1'.'|.'.aI!'-:| trend in the non-tradable sectors.

B.1 Sectoral Production

In 1995 the most dyvnamic activities were the transport and communications sector, with growth of
12.3%, fiching with 10.1% and trade, hotels and catering with 10.6%. Sectors which were in an

L1} The prowth bsgpanes fos bith sectiaral groupings I:I'.'l.'lll"]-:'ﬂ:ll:llj-m their t'l.'lﬂﬁ-h'l.l-l'i'l:fﬂ [15] M o lhﬂl' lh ol
necessarily coincide with the grouth of total GDP, s this includes VAT and impost duties, s well s impared
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intermediate growth range were mining, financial services, electricity, gas and water, construction and
industey, with growth rates beroeen 6.5% and 7.7%. Finally, the most moderate rates of growth were
seen in the agriculture, Bvestock and forestry sectors, with growth of 4.8%: home ownership, 5%;
personal services, 2.9%; and public administration with growth of 1.4% (Table 2).

The transport and communications wector displaved a positive trend in this period especially due toa
hig expansion in air transport {nearly 20%), arising from increases both in passenger transport and
cargo. Similarly, communications registered growth of around 18%, resulting from the consolidation
of the mulii-carrier system, while maritime transport expanded by about 17%, boosted by greater
wraffic volumes deriving from international trade. More modest growth rates were seen in road
transport services for cargo and passengers and a decline in rail transport.

In the fishing sector, a5 in' the previous year, there was substantial growth poincipally due to a
sipnificant increase (above 20%) in the output of cultivation centers, notably salmon and trout, and 10
a besser extent in industrial fishing. Both activities were influenced by the increase in international
prices and by the incorperation of higher value-added in the products penerated.

Activity in the trade, hotels and catening sector also showed high growth, explained mainly by the
greater commercialization of imported products, arising from bigger import volumes with consumer
goods, capital’ poods and ' intermediate poods all standing out and o a lesser extent by poods of
national ongin. In the same way the expansion of domestic spending contributed to the positive
performance of this sector, especially spending on private consumption and mvestment.

In the mining sector, where growth reached 7.2%, dynamism was explained by copper mining,
especially medium-scale mining, which produced an inceease of nearly 40%, s a result of higher
production levels arising from the incorporation of new companies and the generation of products
with higher value-added. Large-scale copper mining expanded by about 3%, and iron output increased
slightly more than 4%. On the other hand there were reductions in coal mining and oil drlling.

As well as this, the electricity, gas and water sector showed an increase of 69%, driven mainly by an
expansion in electricity gencration, which achieved a growth rate of above 7%. This was helped
among other things by a higher level of demand arising from the expansion of the cconomic activity
and the coming on line of new electric power plants

CﬂHHmEF[m activity expanded by 7.4% during the period, with the most dynamic areas being
housing construction and engineering works. In the home-building sub-sector there was & significant
increase in the toral area of permits approved during the year. Public and private sector infrastructure
projects were notable among engineering works,

Fiﬁﬂ“ju'. II'I'E il-'li!l.lﬂl'i:ll manufal-:lurjng SECLOT -:xp-:rin:nm:ui ;.::rnw[h af 6,55, TI‘IE_' ]:-r-:H_:h.lqli-e'hn r.-[
intermediate goods led the vear’s growth in this sector, with a rise of 11.3 %, where the ourstanding
products were printing and publishing. other chemical products and construction materials. Branches



oriented towards consumption grew by 3.7%, with the highest growth recorded in confectionery,
diverse food products, non-electric equipment, sott drinks and beers, Capital goods-producing branches
prew by 4.6%,

In addition to this, export-oriented branches grew by 5.2% sustained by an increase in the supply of
fishmeal, canned and frozen fish and shellfish, woad pulp and paper. Import-substituting branches
recorded reductions of abour 2% in their output levels, especially in foorwear and garment production.,

B.2 Compasition of Spending

As was indicated above, domestic spending achseved 12.9% growth in 1995, following the previous
vear's modest increase of 3.2%. Although spending grew by 4.4 percentage points more than output, a
figure which is itself high, this is not surprising when one considers the increase in real disposable

INCOMmE.

Among the components of domestic spending, investment in fixed capital increased by 12.1% and
total consumpeion by 1006%. Private consumption grew by 11.7% and consumption spending by the
government by 2.3% (Table 3). The behavior of private consumption was influenced among other
factors by the increase in real eamings and employment, an expansion of consumer loans and the
trend of national income. At the same time, it is possible that given the positive economic siruation
generally, in verms of growth and stabiliy, perceptions of the level and/or trend in permanent income
have been higher than in preceding peniods, and this may have influenced spending decisions by

ECOnOmIc Hgents,

There was a high growth rate in investment, both in terms of gross fixed-capital formation and in
inventory accumulation. The larter was mainly associated with the incresse in imports, which were
influenced among other things by the significant rise i consumers’ purchasing power in 1995,
compared with a year of low sales growth such as 1994, The rapid growth of gross fived-capiral
formation was reflected in an increase in investment in imported machinery and equipment and also,
although to a lesser extent, in investment in construction. With these resubts, the rate of fixed-capital
investment measured in constant prices, amounted 10 272% of GDP  the highest coefficient ever
achieved by the economy representing a significant contribution to maintsining the economic growth
process Chile has experienced over the past decade.

Imports of goods and services showed very dynamic behavior in this period, expanding by 22.2%, but
with higher increases especially in consumer goods and in intermediate goods, with rates above 25%.
This notshle growth in imports was compatible with the higher level of domestic spending and with
the higher level of purchasing power in the cconomy, reflected in the behavior of national income. In
addition, the real exchange rate appreciation seen towards the end of 1994, and its consolidation in
1595, should be taken into consideration, along with the stability of international prices, as addirional
tactors which also help 1o explain the higher level of demand for impors.



1995 was noteworthy for a significant expansion in exports of goods and services, which grew by
11.4% in real terms. This was complemented by a sharp increase in the international prices of the
main procducts sent abroad, especially copper, wood pulp and fishmeal among others. The biggest
expansion in export volumes was in copper, with an increase of about 13%, together with other
mining products and induserial products.

The trend of international prices, brought with it a notable improvement in the terms of trade,
resulting from a rise in export prices combined with a smaller increase in import prices. This impacted
positively on the trend of real disposable national income, which increased by 15.8%, exceeding GDP
growth by about 7 points.

The growth of disposable national income permatted expansions in both consumer spending and
investment and, at the same time, an increase in national saving which rose 10 27.6% of GDP at
current prices a coefficient which is significantly above these of previous years, Greater national
saving made it possible to finance gross-capital formation, while ar the same time maintaning a
current-account surplus equivalent to 0.2% of GDP (Table 4),

B.3 Employment

Employment in 1995 expanded by 1.1%, equivalent to some 52,000 new jobs and slightly above the
0.9% expansion in 1994, This situation reflected a sbow rate of absorption of labor by the productive
system. Indeed, whereas activity levels grew very rapidly, showing dlear signs of economic secovery, at
the same time a very low employment-output elasticity was observed. Nevertheless, the dynamisn of
employment picked up during the course of the year, largely in response 1o the rising trend in the
economy's non-tradable sectors,

Despite the modest expansion in employment, smaller growth in the labor force was accompanied by a
significant fall in the rate of unemployment, which averaged 5.5% in 1995, When one looks at the
trend over the year, one can perceive a downward course in this indicator. Thus, the unemployment
rate in the final quarter of the year amounted to just 4.7%. 1.2 percentage points below the rate for the
same period in 1994, The expansion of the labor force in 1993, amounting to 0.6%  equivalent 1o
incorporating approximately 31,000 new workers into the labor supply s the lowest of the past
decade, and represents a stahilization in the population’s labor market participation (Table 5 and
Figure 4).



Thr.' IPC regastered an accumulated variation of 8.2% in 1993, comparing positively with the increase
11 CORSLTET FITiI\.‘\'."i of 12.2% in 199% and 8.9% in EEER and s the lowest [I.RU!'E recorded in the last 35
vears (Table & and Figure 1). This fall represents a significant advance in the strategy for lowering
inflation, and 15 in line with the annuwal target set bor 1995 (8%

The fall in the inflation rate in 1995 is consistent with the medium-term strategy proposed by the
Banco Ceneral for al.'ll:il.".inp; CORNVERRENCE rowarcds the levels seen in most dﬁ'ﬂ[ﬂpﬂd ECOnomics, Le. o
rates below 4%, The perseverance in the application of coherent macroeconomic policies, together
with the monetary authoritie’s continued vigilance 1o prevent potential imbalances, has made it
possible to achseve a sustained fall in inflation over the past five years.

The abrupt drop in the annual inflation race in 1994, measured by the IPC, a3 a consequence of the
acljustment process initiated o the end of 1992, continued during the early months of 1995 in a more
gradual fashion. This decrease was led by a smaller variation in rradable-poods prices compared with
the previous year, resulting from an appreciation in the nattonal currency, whereas the variation in the

prices of non-tradable goods had tended to stabilize from the final months of 1994 onwards.

Thus, the variation in the [PC was at its lowest bevel in May 1995, when the twelve-month incresse
reached 7.4%. However, strong seasonal and transitory effects in a group of foods during the August-
Crcrober quarter, coming on top of the rise in taxes on cigarettes and gasoline in the month of August,
helped o shift the inflaion figures upwards in subsequent months. Towards the end of the year,
measurcd inflation displayed a marked downward trend, reflecting the reversal of the transitory
shocks mentioned above and helpmg the inflaion figure o end the year in line with the target for
1995, :

Among the different components of the IPC, the most favorable figure was seen in the clothing group,

with a negative variation over twelve months of 5.5%. Prices in the housing sector rose by 7.1% inthe

same perind, while the foods group rose by 9% over twelve months. The biggest increases were seen
i the transport and communications ficld, with a twelve-month variation of 11.4%; and in the other
poods and services sector including education, health, recreation and other mﬂcrlhum wnm,
with a variation of 10.0% over the same period (Table 7). For its part, the wholesale-price index
(IPM) was showing an accumulated variation of B2% ar the end of the vear a rise of 0.4 pﬂw

points compared with 1994,

As regards the breakdown of the inflation figures between tradable and m‘l—hu:”ﬂ: m ﬂl '_

calculated by the National Bureau of Statistics (INE), by the end of the year the basker of 1 rim

tradable gnndﬁ and services was pusllng a variation of 10%, similar 1o |h¢ mm :Hl:r:ﬂ:d ;|:|




accumulated taelve-month increase of 5.6%, and companing Favorably with the bwelve-month vartation
of 6.9% an the same dage last VT,

Measures of undeclying inflation which try to reflect the trend of inflation purged of ieregular
elements, displayed rates of change which were significantly below those of measured inflation this
was particularly so towards the second half of the year, reflecting the impact of the seasonal products
mentioned above. However it is worth mentioning that both the Banco Central's measurements, and
those of the INE, indicate that during the sccond half of the year the trend of underlying inflation may
have showed from the marked downward trend shown during the first semester, and this was certainly
an alarm signal for the monetary authorities in relation o the progress needed for achieving the targets
set for 1994,

As regards wages and salaries, the hourly-earnings index and the labos cost index recorded nominal
increases in December 1995, of 12.8% and 11.3% respectively compared to the same month in 1994,
As in the preceding months, the pace of deceleration in the rwelve-month varation in nominal
carnings displayed a cenain degree of sluggishness an inconvenient situation from the point of view of
achieving the goals set for 199, Indeed the reduction in inflation would have been facilitated by a
continuous and consistent skowdown in the rate of growth of nominal carnings, and this securred
more showly than desirable during the second half of 1995.

To continue bringing inflation down, increases in eamnings need 1o reflect a greater degree of explicit
consideration for the projected fall in inflation, rather than past inflation, so that the increase in
nominal labor costs per unit of output should be below past inflation. This is perfectly compatible
with an increase in average real wages and constitutes the maost secure way of ensuring that wages do
not deteriorate in the future as a resule of inflation,

Real eamings growth in December 1995, compared with the same month in 1994, amounted to 4.2%
for hourly earnings and 2.8% for the labor costs. This compares with increases of 4.2% and 6.0%
respectively during the same period in 1994 (Tables 84 and 8B). Alshough the increase in real
earnings during the year was kept below short-run productivity growth, as a result of the slow
recovery of employment compared to economic activity, it is desirable for this to tend to converge
towards the trend growth rate of productivity.

An impogtant piece of information for analyzing the future trend of eamings relates to collective
bargaining contracts negotiated during 1995. The initial increases in these contracts over and above
past inflation show a modest wend, considered consistent with the trends in labor produstivity and
future inflation goals. The average increase agreed in excess of past inflation was 1.7% in 1995,
compared with 1.7% and 2.3% in 1994 and 1993 respectively (Table 9.

It should be pointed out that the progress achieved in sabilizing prices would not have been possible
without the manetary authoritics being constantly concerned about trends in other related variables



Thus, in response to the dynamic growth of output and the interruption of the downward trend in
nominal carnings, as well as inflation in non-tradable goods, the figures for underlying inflation and
the prosimity to the level of frictional unemployment, the monetary authorities decided 1o consolidate
a more restrictive monetary policy at the end of 1993, secking to lead domestic spending on to a
course which 5 compatible with the inflation rarget far 1594906,

It is chear that the inflation problem is not yet resolved. As a result, the need to maintain policies 1o
ensure 3 moderate expansion in spending (public and private), must be insisted on. Similarly, it is
essential o prevent pressures originating in the labor marker, from profit margins, or from low
productivity sectors seeking protection, leading to the introduction of additional inflationary pressures
from the supply side.

The fulfillment of the inflation target ser for 1995 follows similar achievements in previous years,
thereby ratibving the determination of the Banco Central to keep up s anti-inflationary commitment.
Credibility is o fundamental element for success in this task, as only through credibility can a favorable
climate be created for voluntary deindexation of contracts and expectations, thereby making it
possible 1o break the inertial elements in the inflationary process and, consequently, set more ambitious
targets for its reduction in the future. The Banco Central will act decisively in the face of any
inflationary outbreak which could endanger what has been achieved, and will continue i apply o
global and coherent monetary policy directed towards achieving the convergence of Chile's inflation

owards levels seen in industrialized nations within the next few years.
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D. MOMETARY POLICY AND INTEREST RATES

B.1 Monetary Policy and the Evolution of Interest Rates

Fﬁr nearly a decade the Banco Central’s monetary policy has been based on the influence it exerts on
interest rates, a policy founded on the impact these rates have on the pace of aggregate demand
expansion. In May 1995 the Banco Central Counal imroduced a series of modifications in the way it
carries out its monetary policy, aimed ar broadening and improving the instruments available o it for
the control of aggregate demand. These changes notwithstanding, interest rates have continued 1o be
the operational tanget on which monetary policy is conducred

The measures adopred by the Banco Central towards the end of May represented an additional step in
the process of giving a more important role to the market in the determination of 2 macroeconomic
price as fundamental as the rate of interest, This process has been reflected in greater market
determination of medium- and long-teem interest rates on Banco Central instruments, The Bank at
present only uses interest rates on one-day transactions as its main monctary policy signal. In this way,
as a means of operating with more flexible and efficient instruments in the control of liguidity, under
the new monetary policy framework, the Banco Central stopped offering unlimited amounts of nincty-
l:h}' PRECs at a fixed raie, and concentrated the matn force of 115 actions on the e |_1r-|,|nu-|.!.:|!.' Inbenest

Fares.

Within this new framework, the Banco Central continues to ensure the maintenance of interest rates
within an equilibrium range, by means of explicit elements which guide market expectations regarding
shost-term-interest rates. For this purpose a liguidity dl.'Frm.iI! gecount was created where one-day
transactions are carried out at a prefixed rate, thereby establishing an effective lower bound 10 short-
term interest rates. As well as this, the Bank can provide liquidity to the market in order to avoid sharp
ingerest rate movements, through lquidity credit lines and the purchase of securities with a resale
agreement (Repos). This approach to monetary policy managerment, focused on short-term markets,
avolds a zeries of disadvantages implied by operating with interest rates on three-month instruments,
Specifically, it avoids the sharp movements in liquidity which were being generated by expectations of
possible changes in interest rates on the pan of the Banco Central,

On this P'I!lil'll it i worth mcnti-:lnirm the coordination that has been evident in 1995 between MHOnELary
and fiscal policies. Throughour the year fiscal policy showed increases both in the level of public

sector saving and in the fiscal surplus. Thus the current surplus amounted to 5.3% of GDP, half 2

percentage point above the 1994 rate; whereas the overall surplus was equivalent to 2.5% of GDP,
almost one perientage ]:rl.1il-'ll highl.'l!‘ than in 1994, This result confirms the -;_:||_'|_r|r|_-u al .,i-|:-.-|_'|]'-|||:-.- and
responsibility in fiscal policy during 1995, which has consistently registered high levels of saving and
fiscal surplus.

With H.‘ﬁﬂld £ the evalution of monstary [H'JJiC'_'.' as such, since Movember 1999, when the adjustment



which had been going on for neardy rao years was partially relaxed, until May 1995, the rate of interest
expressed in indexed units (UF) on Banco Central Indexed Promissory Notes (PRECs) remained
unchanged at 6.1% (Table 10 and Figure 5). In subsequent months this rate has fallen systematically,
reaching a minimum average in the month of Auguss of 5.7%. These recent falls were helped by the
signals of greater availability of liquidity which the Banco Central sent our, in lowering the rate of
interest on liquadity deposits, from 5.2% to 5.0%, and by announcing the carrying out of repo
transactions, consistent with the favorable outlock displayed by inflation in the middle of the year.
Subsequently, and in view of the vigorous expansion of spending and output and the slowdown in
reducing inflation, the Banco Central decided 1o gradually raise daily interest rates, stepping them up
successively through the liquidity credit line segments. The same oceurred with auction interest rates
on PRECs, which artained their maximum average in the month of December with a rate of 6.9%. In
this month, the Banco Central decided o raise one-day interest rates on liquidity deposits and an the

]i-:lnil.lzlg.' credir line segments,

Rates of interest on indexed UF deposits of 9. 10 365-day terms, meanwhile, displayed a similar
trajectory to the rate on PRBCs, keeping generally slightly below the laner. These rates fell from 5.9%
in Janwary 10 3.3% in September, then rising again to reach 6.9% in December, The annual average
was 5.9%. The rate of interest on loans displayed a similar behavior patcern, bur permanently
reducing its differential with the deposit rae over the course of the year. In January, the spread was:
2.9% while towards the end of the vear this fell 1o 2.3%, with an average for the year of 2.7%. One
factor which possibly has had an influence on the narrowing of the interest rate spread has been the
fact thar by reducing the interest rate differential between Chile and abroad, the most important firms
in the nontinancial private sector are probably resorting more 1o internal financing, reducing the
relative preponderance of transactions with more nsky clienis which would require a greater
compensatory spread. On the other hand, the greater efficiency of the financial system raises the
possihility of operating with lower interest rate differentials (Table 11 and Figure 6).

As regards Banco Central Indexed Promissory Notes Payable in Coupons (PRCs) the plicement
guotas were kept fived at UF 300,000 for PRC auctions of 8 and 10 years and UF 200,000 for auctions
of PRCx of 12, 14 and 20 vears. In 1995 the yield curve has shifted slightly upwards with respect to the
previous vear, although longer-term rates did 20 more vigorously. Thus, although interest rates on
S-vear PROs rose from 6.1% on average in 1994 to an average 6.2% in 1995, the rates on 20-year
PRCs climbed from an average of 5.9% in 1994 10 6.1% in 1995,

In 1995 the yield curve continued to show a negative gradient, although less steep than the year
before. Given the relative relaxation in monetary policy during the first half of 1995, shorter-term
rafes ~,'|'||_'|'.'.'.-.-|_| 3 :|_|.]| Inm 1]1-;'i'r !-l_'l.'u] |:|-!i- I|:||.' '|:-r|."|.'i|.'||..|5'-. :.t:'Jr. As v.'::']l. A% I!l'l-l.'s. I!I'.n:' unuﬂ:im}' rj:!‘]'i.'n'il'lg f:l'ﬂl'l'l
international financial terbalence in the fiest part of the YEAr, as well as the new stimulus o p:'n.'a::
spending which the economy received in 1995, ended up by moderating expectations of new falls in
interest rates, thereby putting upward pressure on longer-term razes.



D.2 Trends in Monetary Aggregates and Credit

The evolurion of the monetary agregates mainly reflects the course of the demand for balances by the
private sector. Fundamentally this depends on economic growth, on the aliernative cost of holding
money, and on the trend in prices. A higher level of economic activity, as well as a lower nominal
interesy rate, provoke an increase in the real demand for money, which, when added to a variation in
the level of prices, explains the increase in the nominal quantity of money.

In December 1995, the nominal rwelve-month variation in the average monthly money supply, using
115 broader definition (M1A), amounted to 19.7%, which &5 equivalent 1o a real vamation of 10.6%
{Table 12 and Figure 7). This growth is in line with the expansion in the level of economic activity and
the fall in the nominal interest rate seen in the course of this same period. If the variation in M1A is
broken down sccording 1o its rwo basic defining aggregates. it can be seen that money in circulation
expanded by 16.5%, whereas current accounts and other sight deposits held by the private sector

grew by 21.1%.

The expansion in the broader monetary aggregates was slightly greater than the growth of M1A. The
annual change in private-sector financial saving (M7), measured by the December average cach year,
amounted to.12.9% in real terms in 1995, The yearly average of this aggregate, as a proportion of
output, remained stable compared with the year before, ar 65% (Figure 81

The twelve-month variation in money issue for 1995 was 215, |'|:ir"]|1.'r than the 13.3% increase
recorded in 1994, In 1995 the principal source of emission were expansionary exchange market
transactions, (on the order of 355 billion pesos). which were partially sterilized by placements of
promissory notes by the Banco Central (Table 13). Operations with the Treasury, meanwhile, were
moderately expansionary.

Credit granted by the financal system in 1995 showed an increase in its rate of growth, consistent with
the accelération in private-sector spending. The real owelve-month variation in 1012l Inans rose from
1.6% in December 1994 1o 14,1% in December 1995, This relative acceleration was the sesult of an
increase in lending in both national currency and foreign currency. Total lending in relation 0 GDP
rose, in tumn, reaching an average close to 47% in 1995, up from the 199 figure of 46%.

The real rwelve-month variation in koans made in nuticdal CUFency rose from 11.9% in December
1994 1o 164% in December 1995, Diespite this expansion in total lending in national currency,
mortgage loans reversed the upward trend they had been displaving, to decline from a real pwelve-
month variation of 32.1% in December 1994, to 28.2% in December 1995,

Foreign currency lending, on the other hand, accelerated in real terms in 1995, turning a twelve-
month decline of 11.2% in December 1994 into a 1.9% increase in December 1995, This increase was
the result of a larger volume of foreign-currency lending together with a rise in the exchange rate
during the second half of the vear.
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E. EXCHANGE-RATE POLICY, BALAMCE OF PAYMENTS AND EXTERMAL DEBT

E.1 Exchange-rate Policy and Institutional Framework
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that the referential dollar fell by 5.8% between December 1994 and June 1995, Mevertheless, in the
second half of the VCir the dollar ru-:_'-:m_'rcﬂ some :II' ifs lost walue, so thar the referential dollar in the
month of December was almoss 10% higher than the minimum value it had reached in June 1995, and
3.2% above its level in December 1994, On this podnt it is impontant o mention that the value of the
currency observed in the market to some extent follows the trend of the referential dollar. This means
that part of the nominal appreciation in the peso-clollar relation during the firse half of 1995, was a
reflection of the depreciation of the latter currency on international markets, whereas in the second
halt of the year the peso depreciated in nominal terms in response to the dollars recovery on
international markets.

In real rerms the exchange rate showed an appreciation of 2.6% between December 1995 and the
same month in 1994, while the average appreciation for the vear amounted to 5.5%, fully recording
the impact of the revaluation which had occurred at the end of 1994 (Table 13 and Figure 100, As has
been mentioned, the real exchange rate has fallen in a gradual and sustained way since 1990, at an
average rate of 4.4%, accumulating an appreciation of nearly 21% in the decade so far. Nevertheless,
the real exchange rate in 1995 is 27% higher than i 1979 - the vear before Ih:.:'.harp appreciation of
the peso ar the start of the 1980 = and only 11% lower than in 1986, the year in which the exchange
rate overreacted in an upward direction in response to the severe currency scarcity following the
international foreign-debt crisis at the beginning of that decade. These comparisons indscate that
current levels of competitiveness in the national tradables sector are histonically high. Furthermaore,
the real appreciation of the national currency during the 1990s is not a phenomenon which is
unknown in the region (Figure 11), but instead the result of a profound change in the external
canditions :||:.|:.|.'\-;;Iing [|'||,' rl,'gil.ln '|:l.'i||| respect 1o q:-|.|¢t|'|',L'| rh'urll:ing U-l'll,l LXpoL mn'rhtﬂi. Tlhi:l'ls d'ﬂl#
structural factoes inco account, in November 1995 the exchange-rate rule for the referential dollar was
moditied to incorporate a factor reflecting a slight tendency wowards real long-rerm appreciation,
estimated at the present time at 2% a year.

The Bance Central 1s maintaining a pelicy of gradual progress towards integration into international
capital markets. The justification for this gradualness in policy is 1o avoid an excessive expansion in
"'\.Fh‘ll.ljiﬂj.!. ermble relative assers Irrin:‘\n' 1 adjust slowly to the greater economic integranion and E‘H‘!
tme for domestic agents to adapt 1o the new conditions,

In the past vear progress has contineed as regards the unification of the foreign exchange markers and
integeation into international capital markets. In 1995 the formal and informal currency markets have
practically been unified: the price differential during this year was only 0.1%. In addition, the Chilean
stock market has become increasingly integrated with the main stock markets of the world, a fact
which is reflected in the correlation berween the price of shares in Chile and abroad. Also, as part of
this process of financial integration, there has been a progressive diversitication in residents income
sources, with direct and portfolio investments abroad increasing year after year. :

As regards the institutional framework for foreign currency trading, 1995 was characterized by a
.,!“'pu_'mnl.: o rebormes rl,'nn:l'il'lg ] unif}' the ﬂl.‘hm,_tl.‘ I‘I'IHII:IH il'll'l o make progress in J.-l'kuﬁﬂlim .H'I'tﬂ
international markets. Among the most important measures with respect to exchange market
liberalization was the decision 1o eliminate the obligation to liquidare a fraction of export et in
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eXposure (o the '.'l:la.il:i:lll:-' of short-term [in,lqn;ll Hevas, RIVE MOMS Sulendgmy [0 manetary FH,1||'l::.' :erj
avoud the over-expansion of spending. The final aim of the set of restrictions which still affect the
capatal account today has been to diminish the volume and change the compasition of the overall flow

ol external financing, making short-term financial flows more expensive relative to long-term external
financing.

E.2 Balante of Payments

The balance of payments, according to provisional figures, registered a surplus on current account of
USS 160 million in 1995, which, when added to net capital inflows of USS 1,168 million and 1o
negative errors or omissions of LSS 267 million, gave an overall surplus of USS 1,061 million. This
represents a significant change compared 1o the previous year, when the current account was in deficit
1o the extent of US$ 639 mallion, and net capital mflows amounted 1o USS 4,573 million (Table 16).

E.2.1 Current Account

The positive trend in the current account in 1995 is attributable largely to an appreciable improvement
i the trade balance, mainly explained by a continuation of the recovery in the terms of trade which
had begun the previous year, and, to a lesser extent, by an increase in export volumes. This made
possible a 38.2% increase in the value of goods exports, which more than offset the 34.7% growth in
imports, and meant a trade surplus of US3 1,384 million, almost double the 1994 figure (Table 17).

The prices obtained abread, which experienced an average increase of 23.9%, played a predominant
role in the higher export values, with volumes only increasing by 11.5%. This situation was reflected
in different degrees by the different goods categories, with copper being the outstanding case.
Exports of this product grew by 52.9%, mainly a5 a consequence of the higher price of the metal on
international markets, which meant a 34.5% rise in fob prices for Chile. Yolumes, meanwhile
expanded by 13.7% as a result of higher production at Codelco and at other firms such as Cerro
Colorade and Candelaria, which, having started operations in the second half of 1994, were in full
production during 1995 (Table 18).

Exponts of traditional or principal products grew by 38.7%, essentially as a resule of tﬂ:lItr-pl‘.irE
(257 ), while volumes shipped grew in lesser proportion (10.9%). Outstanding m first place, due to
the amounts involved, were products such a5 bleached wood pulp, fishmeal, fresh fruit and sawn
wood which together raised exports by LSS 890 million. The value of bleached wood pulp exports
grew by US8 533 mullion, a 91.3% increase, due mainly to a 75.8% rise in fob prices. The 39.7%
growth in fishmeal exports, equivalent to USS 178 million, is also mainly artributable to better prices
(22.8% ). Expores of fresh fruit and sawn wood, meanwhile, increased by USS 104 and USS 75 million
respectively, Alio worthy of mention are products which, although of lrtle significance in absolure
terms, exceeded 50% growth during the year. Such was the case of iodine (66.6%), oxide and
ferromolybdenum (151.1%), bogs for wood pulp (85.7%), and crude wood pulp (50.8%).
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As regards exporns of non-traditional products, there was a 21.6% increase during the year, resulting
from both better prices (10.8%) and bigger volumes (9.7 %], Within this category it is worth highlighting
the increases in exports of industrial marine products (24.0%, led by salmon and canned fish), agro-
industry (28.7%, led by dehydrated products, fruit and tomato either frozen, canned or in the torm of
puice) and. within the drinks sector, products such as bottled wine and malted barley. In the other
categorics of the industrial sector, there were contributions 10 the results mentioned from exports of
wood chips, newsprint, newspapers and publications, and certain copper derivatives, such as tubes,
wire, bars and sections.

Goods imports in 1995 grew by 34.6% in cif values, This was principally due to volume increases,
amounting on average (o 24.7%, while prices rose by 7.9% compared with 1994, As regards the share
of the different categories, the highest rate of expansion was in consumer goods with growth of
43.8%, followed by non-fuel intermediate goods which expanded by 36.5%. Imports of capital goods
meanwhile increased by 28.8%. Fuel imports, for their part, incressed by 26.8%, due to crude oil

imports which rose by 20.5% as a resuls of an 11.3% increase in volume and 8.2% in «if prices.

Among non-fuel intermediate goods, there were notable increases in imports in the following sectors:
basic metal products (especially those derived from steel and aluminum), chemical products (codorants,
ured, resins and tyres) and other sectors such as textiles, foods and paper derivatives,

Among consumer-goods imports, on the other hand, there were significant increases in the food and
drinks sector, the textile and leather industry (footwear), as well s goods in the wood industry,
publications (hooks) and metal products and equipment. Among the latter, as well as imports of
domestic consumer goods such as refrigerators, washing machines, color televisions, microwaves and

- radios, there were notable increases, becawse of the amounts invelved, i automobile impors, which

rose from LSS 407 million &n 19949 1o USS 687 million in 1995, with increases of 68.9% in value and
8% 1n the number of units imported. '

As regards capital goods, there were significant increases in imports of vehicles for merchandise
trangport, four-wheel drive vehicles, vans and equipment for loading and unboading and television
cameras, &5 well as radio-telephony and computing equipment.

The net result of services and transfers was a deficit of USS 1,224 million, which nevertheless was an
improvement of USS 140 million on the 199 figure (Table 16). This was due fundamentally to lower
net outflows on the financial services account, in terms of both profits and interest, partly offset by the
change in the net result for nonfinancial services.

The decrease in net outflows of interest payments was due to 3 USS 315 million increase in interest
received on intenational reserves, which was partly offset by a US$ 165 million increase in interest
paid. The increase in interest paid mainly related to medium- and long-term deba held by the private
SECION, .iﬂd Erl'jg.il'l;].ltd if an im.'ﬂ.::]m if i.rlli.:n:.g.l: [ [ELg R '.-.'q'lg as i I|:||.' F|_1|:|._-i|.:|:|-|_||.'5:-l :q.[|_1|.'|: |1u]|_| ||:|.' '.]ul
secior.



The USS 166 million decrease in profits on foreign investment, on the other hand, was mainly due o a
smaller outflow of profits from investment funds. Following the heavy outflow in this category in
1994, remittances from these funds in 1995 mainly affected the capiral aceount (Table 191, In 1995
nonfinancial services showed a deficit of US8 149 million, which meant net outflows 1SS 171 million
higher than in 1994, It is worth emphasizing the composition change which occurred during the year,
with a significant improvement in the net results of port service trade, being counterbalanced by a
deterioration in net inflows from shipping and travel. The increase in the volume of goods impons led
to a significant increase in freight payments, while spending by Chilean travelers abroad grew by
10.9%, and income from inward tourism suffered a drop of 2.7% (Table 200,

Unilateral transters, within which taxes received on profit remittances on foreign investment were the
maost important, were practically the same in absolute value terms in 1995 a5 in 1994,

E.2.2 Copital Account

In 1993 the capital account excleding reserves, registered a positive inflow of LSS 1,168 million,
L'55% 3,405 million less than the 1994 result (Tabde 16). This decrease is explamed by amortzations carried
out with respect to pre-payments on medium- and long-term external debt, by a decrease in the use of
short-term credit lines, by short-term commercial flows which tumed from positive to negative values,
and by a sharp reduction in net inflows of pontfolio investment, These factors were pamially offset by a
higher level of financing coming from dishursements of medium- and long-term loans, and from the
usc of external assets on the part of the private sector.

Of the net resources entering the country, 69%. (LSS 802 million) corresponded 1o medium- and
long-term capital, incheding foreign investment, whereas the remaining 31% was short-term financing.

Among medium- and long-term capital items, the US$ 2,795 million inflow received by the private
sector, particularly the corporate sector, was outstanding. OF this, 75% corresponded 1o/ net foreign
investment, mcluding associated loans, while the remaining 25% related 10 external loans, mainly
destined for the financing of investments in the telecommunicarions, torestry and services sectors. The
private l:-anl:i.u!.: sector geceived mer positve flows of LSS 284 I'.I1.'iﬂi.m mﬂinhr in the form tffﬂr-:ip‘l
loans. The public sector, in murn, recorded outflows of USS 2,277 million which inchsded USS 1,391
million of pre-payments on loans from multilateral agencies carried out by the Treasury and by the
Banco Central.

Met |-1,1r-;4'p;|1 Investment 5.|:||,'|'.h'.‘v|.:| an inflow of 1155 1,‘]5& m:i“i.ﬁ'l'l-. 41% below the 199 vialue Thi-'l-
resulted from a significant fall in portfolio investment during the first three quarters, arising from the
difficult condivions ruling in international markets fn]lm.mg the crises in certamn Latin American
countries at the beginning of the year.

Unlike what happened with portfolio investment, direct investment increased by 19.'}5. mnll:in.gﬁum
a rgduu:'ﬂ_\“ 'i|-| .|_1|'_||l,l|',]|-|;_l imvesiment ﬂbr’uﬂd. pﬂl"l]:f' Enmp:uﬂttd :IJH a SI.I,EI'I'I r“u h iD"leﬂtﬂl fm



abroad. The latter was due o the fact that in 1995 a significant increase in capital remirtances on
investments through external-debt conversion mechanisms was only partly ofbset by an increase of 2%
in direct investment channeled through DL 600 (Table 210, It should be pointed our that if one
includes associated credits in this, investment under the aegis of DL 600 would have grown at a rate of
7.3%0. This s due to the lack of synchronization between funds entering as direct capital contributions
and those entering #s foreign loans, and means that significant proects which are being carred out ar
the present time have entered the phase of capital inflows via loans,

As regards its evolution duning the course of the year, the decline in portholio mvestment compared
with 1994 was concentrated in the first nine months of the YT, the result of o hiptiﬁt‘.ﬂl'l[ outllow of
ADEs and remittances made by foreign-capital investment bunds (FICEs). Despite a substantial
capital remittance by an important fund, the trend was reversed in the fourth quarter due to two
primary ADE flotations and a bond issue made by CELCO in December.

As regards medium-term capital orginating in foreign loans, the result was an outflow of USS 63
million, which represents an absclute neganve vanaton of USS 1,491 milbion compared with the
previous year, The result is explained by pre-payments on foreign loans carried out by the public and
private sectors, which in total amounted ro USS 1835 million. In this regard, it is worth pointing out
that the pre-payments made by the public sector meant an effective reduction of external debe, unlike
the private sector pre-pavments, which in the majonty of cases were sssociated with inflows of new
loans, of equivalent amount but under more favorable rerms.

Met ghort-teem capital inflows, meanwhile, were positive to the tune of USS 366 million, representing
a reduction of 55 1,126 million compared 1o the previous year, As rl;g;lr-:!:u the sectoral COMposition,
the private nonfinancial sector brought in resources with a net value of USS 794 million, the public
sector brought in USS 14 million. The private banking sector recorded negative flows of USS 442
million, as a result of a sharp fall in commercial credin lines during the first semester, associated with
liability-restructuring policies leading to the substitution of foreipn for domestic financing in thar
period. This sitaation was reversed in the second semester when an increase was seen in the net use of
short-term credit lines. The private non-banking sector, for its pare, obaained a significant amount of
financing by the use of extemal assets, and this offset commercial outflows which rumed from positive
to negative during the year, mainly as result of o higher level of pending export returns and a decrease

in the advances received by exporters.

E.3 External Debkt and International Reserves

The external debt as at 3 1st Decenber 1995 stood at USS 21 825 million, which meant an increase of
LI55 347 million over the year (Table 24), This increase was the result of net disbursements of
medium- and long-term loans of USS 731 million, a positive parity adjstment of US% 18 million and a
positive statistical adjustment to correct balinces of USS 49 million -incresses which were partly offset
|'.'|-].' net Tepayment of s'l'mu-u:rm loarsof a5 155 mil[iu:u, 1|.|=|;| |1:.' |,|c|1l: rq'l,lu-;;[iq'-lu-. af LSS 143 million,



In addition, there were transfers of private-sector debt from shor 1o medium rerm, amounting to
LI5% 47 million, thereby aliering the term structure of the deb.

Gross dishursements of medium- and long-term credits amounted 1o US% 3,619 million, of which
88% (IS5 3,181 million) corresponded to loans contracted by private-sector firms. A significant
part (U85 1,321 million) was destined 1o investment projects via boans associated to DL 600. The
public sector, meanwhile, received loans to a valuee of USS 212 million, of which USS 187 million were
drawn by the Treasury, and were allocated to infrastructure projects in different areas. The private
banking sector dishursed LSS 226 million.

As regards the origin of these funds, it can be seen that there was a continuation of the trend towards
a return to traditional credit markets, in other words to creditor banks, which provided 65% of the
total inflow in the period. Another significant source of funds, representing 14% of the total, were the
subsidiary companies of foreign investors, Direct suppliers, mulilsteral organizations (IDB and
IBRIY), and official agencies only contributed 10%, 7% and 4%, respectively, of rotal gross financing.
It is worth pointing out that USS 353 million provided by banks was destined by the private sector 1o
pre-payments oa loans contracted in earlier periods, with the aim of improving the financial terms of
foreign borrowing. As well as this, the private sector, with the backing of international banks, issued
bonds to a value of USS 297 million.

Repayments on medium- and long-term loans amounted to USS 2 838 million of which LSS 1,852
million were remitted by the public sector, and USS 1,036 million by the private sector, 54% of total
repayments were made to multilateral organizations, 24% to international ereditor banks, 12% o
fiems related 1o foreign investment and direct suppliers, and the remaining 10% corresponded to
amortizations made to official agencies. In the first quarter of the year the Banco Central began to
repay credits relating o the *financial program® of the 19831991 period. The amount repaid in 1993
was L33 230 million, and corresponded to amortizations with respect to the fresh money granted by
international banks between 1983 and 1986 for financing the balance of payments. In September and
Oxctober the Treasury and the Banco Central pre-paid loans from the World Bank (IBRD) and the
Interamerican Development Bank (TDB) toa nomenal value of USS 940 million, which, when accounting
revaluations of U158 431 million are included, meant an effective amontization of USS 1,391 million. As
well as this, the private sector made pre-payments on extemal debe of USS 443 million, of which US3
353 million was replaced by new loans.

The balance of medium- and long-term debt grew in the period by U158 702 million. In 1995, the trend
seen in preceding periods towards a greater relative private sector share of total external debt was
accentuated, due to the deba pre.payments made by the public sector which were not accompanied by
new borrowing. Indeed, in 1995, the public sector reduced its indebtedness significantly (USS 1,536
million} while a significant increase was seen in privare-sector debt (USS 2,238 million), particularly in
the corporate sector. Thus, whereas at the end of 1994 the medium- and long-term debt was almost
equally distributed between the public and private sector, by the end of 1995 the public sector held
33% of this debt and the private sector 67%. Similatly, one can observe the maintenance of trends
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relating to financing sources. Net borrowing from banks showed an increase of U335 1,519 million
while borrowing from firms related 1o foreign investment, and from suppliers, rose by USS 555
million. Finally, net borrowing from multilateral organizations and governments declined by

LS5 1,372 million,

The short-term external debr as at 315t December stood at USS 3,510 million, and represented 16%
of the total external debt at this date. The private banking sector owed 73%, the public sector 18%
and the private corporate sector 9%,

Sheort-term loans showed a net reduction of 158 335 million over the period. During the firse semester
this reduction amounted 1o USS 979 million, a trend which was reversed from the third quarter
onwards, when there was an inflow of short-term credit lines of USS 545 million, continuing although
moderately, in the fourth quarter with a net inflow of USS 79 million. Thus, in 1995 the private
banking sector reduced its credit lines h]-' 55 405 mullion, the private corporate sector by TS5 39
million and the public sector increased theirs by USS % million.

The level of net international reserves amounted to USS 14,805 million at the end of 1995, a figure
equivalent to rwelve-months of goods imports (Table 23). The USS 1,339 million increase in international
reserves came from the balance of payments surplus of US$ 1,061 million and from revaluations due
to parity changes between currencies and rises in the prices of certain instruments in which reserves
have been placed.

In terms of its components, the increase in net reserves meant a US$ 1,050 million increase in assets
held in foreign currencies, a US$ 290 reduction in liabilities with the Intemational Monetary Fund
{IMF} and a shight fall in holdings of gold and other assets,
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| Sector 1950 1991 1992 199 19 1993
I
Agricaliare, livestock and farestey 1A 1.8 a0 1.6 [ 4%
| Fishing 46 9.7 10.5 08 188 101
BT 55 16 210 09 27 72
- Manufacnering 1.1 (43 11.0 5.1 29 £
. Elecincity, gas and water 4.3 28.1 20.7 4.3 45 6%
| Comstruction 45 1.8 128 14.00 20 74
Tradde, hotels and catering 38 11.% 18.2 R 18 10,6
! Transport and communicazices 6.6 98 138 19 86 123 I
| Firancial seevices 3.5 i3 4.9 .8 17 |
Hame ownership 24 20 14 X5 28 30
| Personal services 12) 30 i 17 410 3.4 29
i Public administration 12 1.7 29 1.8 0.7 1.4
I
!
' Subageal 53 7.0 10.1 5.6 4.2 7.4
Less: Bank chasges 23 T4 10.4 5.7 44 7.6
| Plus: Collected net VAT 07 5.1 16 83 40 gEe|
| Plus: Import duties 22 11.6 269 131 5.4 247
Total GDP 3.3 7.3 1.0 8.} 42 55

(1} Provisicas] figures in 1986 pesos.
(28 Including education and public and paivare bealth.
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Table 4

FERCENTAGE CHANGE {*)

1990 1991 1992 1993 1984 1995

TOTAL SAVINGS

Ciross d-ﬂ.ﬂ;ii: savings

External savings

TOTAL INVESTMENT

Fixed-capical isvestmens

; {:l:.-!&q in i;:ul:nluq

268 208 410 20E 106 M4

208 2RT 329 160 247 325

41.2 719 458761729 -63.1 )

268 NS 400 20 106 244

246 163 401 340129 166
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1952 Ax tias 4 K4 24
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1555 Average 5244 L6
154
[anuary 5254 07
Februsery 5283 0s
Maech 5257 ok
April 3241 0%
By 5208 (L
June 5,164 0.8
_I':||!. 5152 2
A sl 5,151 (1]
Scpsrmber 3,141 02
{ktober 5,181 0.8
Movember 5219 o7
Devember 3 00 1.3
1595
January 814 LK)
Fehruary 3523 02
March 5295 -6
Apail 5244 215 ]
by 5219 1.0
[une 5,141 5
July 5,182 2
August 3,187 LY
Srpecmber 5312 L3
Uktober 5 204 0,1
MNovember 5232 09
December 3274 4

EMPLOYED
Taial % change
on previous
period
31.903 15
o+ 012 49
4,304 32
4,552 21
4424 03
+ il 4.1
& Fblb 55
4 Sy 1!
4 557 1.1
s LI 03
F0n} 0z
4581 0.5
4961 3
4 W0 ol 1
4 57 a3
4519 =L
4504 0.1
7199 AL}
4 555 0.8
4 581 09
4,584 rle
3012 0.F
5007 153
05 s
4592 ALY
+.92% 1.3
4541 A7
4875 0.3
4,883 02
4914 LU
45924 0z
4,993 14
5,026 07

UNEMPLOYED

Toead

&1

280
11
238
15
S0g
247

BEE

e
=
L

= e oam o ——

{*} Including poprulaticn aged 15 and over.

Sources Inststuta Naceaal de Esradisicas (INEL

" puEEEEEy
f

RATE OF
“a change UNEM.
on previses  FLOYMENT
period

1.1 93
4.2 LR
213 LR
-5 410
9.8 [ ]
Ll 3 43
L1 4&
1 15
-6 33

B A5
65 5.1
06 52
23 33
(3]
%]
3.0
12
L7
Lo
22
&0

=31
=
(L
=18
55
Ll
24
.ﬂ_g.'
21
1.9
16
-3

ah

E

ey s

[(EE AN ST RN NN NN

L | & E EE S EE S A FER AR R AR
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Daze

e ——

1555 Average
1 55 Average
1991 Average
1992 Average
[99% Average
1999 Awverage
1995 Average

1994
Jamuary
Fll:l.l'uiq.'
Mlarch
April

May

June

July
Augu
Septembier
Oiesober
Nav r
Decemhber

e — e

1993
January
February
March
Apsil

May

June

July
August
Sepember
Cherabet
Movember
Diecember

Table &

CONSUMER-FRICE INDEX

Index

1052
132.6
161.5
1564
2102
iH2
X535

4.9
2506
2251
2293
FiF ol
1338
2352
FLEE
23845
24004
24LE
2425

244.0
2455
2465
J48.5
2408
2516
2557
2333
2554
201.4
2616
2624

 [Base: Apeil 1989 = 100]

Percentage change
Manth 12.maonth

&
(13
b

LG
07
(LE.]
I.&
L&
0E
(V0|
(L]

2L41%)
210 0%)
18.7 1*1
12.714*]
12.24%)
B34
821"

13.2
13.1
137

&
123
1x7
12}
[
104

&3
)
4

£3
T4
i
i?
25
A
- %]

=
=

az

{ (*} Drecember to December change.

| Sowrce: Institme Mecional de Estadisricas (IMNE]

—

WHOLESALE-FRICE INDEX
(Base: June 1992 = 100)
Percemiage change

Index

(] 13
45
1.0
1006
1E03
LLE&
137.8

114.2
114.5
115.5
115.%
117.0
118.5
110
120L5
121.8
1221
1233
1231

1232
124.5
1265
126.8
125.8
125.0
126.1
127.5
129.7
1421
1333
1332

Mhonzh

04
1.6

1.7
i
.8

0.6

1,1
1.5

na
.1

12-meaith

22D
ot b
TE3 1% h
B9
G T0F
i i)
B2 L)

T8
54
a%
7.}
(%]
T4
T

-
i

7.8
(%]
a3
1.8

)
92
%4
1.3
50
B0
55
LY
B.2
13
82




1

January 249 132 RS CIE AT 145 0 WAL T4 XNAA L%
Febinuary L R IS L DS | . e e R i It ] 11T 5
Manck 261 18T M2 151 M0 146 1743 48 INEE 11D
Al 93 127 10 I3 2T M4&- B34 250 QI NaE
May L TR R TR | P B R e Rt R [ F R
June BAE NEY M2 133 Bl RE LRSS L8 RIS Sl
July 2R 13 BHS 1220 3LL IER LERAC SR cANRASEILR
August ATR 112 % R 100 233% 110 C ITAS 1§ 204 122
Seprember B3RS M4 20 A ARY 1040 1788 1A iNeS 1Kd
Oictober M4 BN X144 2WT 102 1827 04 IBG 1230
November MLE RS 2H2. AT 26 Ge L5RZ e AlE R (S
Dhecermbact o B B - b R 1 B L S L o R B Pk, A S
1535

January M0 RS MhE R B4 AL 150N .25 ERA S EI
Feebruary My BT MAT N6 M9 R4 17RA T L6 A S SS S
March MeE B2 HR6 T4 MI4 ER IPRS - 1i- A0S ’
Aped M%) R} 4B BE  MI4  E 181X O 2RES 1B
May MIE T4 BRT O OARF MA0 T4 QERE - 0hCRERTE
N Mg o T4 ER E BEN .  SRET B R 1. LR b R 1 T
luly by bR TR [ SR & SR v S S |- AR N R 1 S
Aupns g By KM 8- M5 13 174 06 A HEE
Sepiemitet ¥4 B6 X4 %6 M4 WY AT B4 MER L
Chetisher Mi4  EE NMAD l0e  M1Ss 12 Qi6AC A METS NS
Movember Xlh B2 MET  BE. IRELC6EIMI S48 2RSS S0ATE
Diecerber TR -1 ER 1 SR [ S ERE  [RE] B e LA

Y

-
L]
o
L]
"
Table 7 e
--.
-
-
L]
-
-
.
-
.
ST i o
-
Dhie OWERULINDEX PO WOOSNG (LOTHING . TRANSACDMM. _ OVHERS i
Ides % hisge  loden Wochinpe  lnde Tochinp [ndo Yocusp  Ido Yo dump  Inder % dhange :
It (R [ 2-month I mondh [2-mcndh 1mendh L
: ..'- _-\._i:
e oy -.,_..!.
e
il
-I _I. “

1959 Dlecerber EeS XA . 1224 HE 128 193 W84 133 19K .
1930 Decersber (T T TR 1 1 L. TR 1,1 . 1 R . TR P . I B
191 Decorsher 760 17 1S3R . Me [N 152 W4 BS eAs o ad
12 Decersher 1963 127 0TS 122 M9 128 meal 105 BENLS BA

193} Decenber 2 P B SR - TSR i R U S A . 3 1 (R
1734 Deocember Hed BR 2RSS G0 C2H3 B GRS N RS Sag
1935 Decenber oL R e R P BLRER 11 IO - I RSl RS b IR, o e r e

Source: Instifuio Macional de Estadinicas [[NEL
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Dhate

e e SRR e ey I

1954
January
Fehraury
March
April

June

Jusly
ﬂugu!-l
Seprembeer
Chcrober
Movember

1995
Jaouary
Febauary
Masch

June

July
Augsi
Seprembir
Ccrober
Mevember

115.62
116,59
117.44
118.4%
118.31
130,26
12112
121.81
123.8h
F24.1%
12485
L2907

13003
151,00
13241
133.37
134.15
13555
13656
136.98
13854
139,28
101, 5
145:50

Table 8 A

 NOMINAL
Percentage change
Manth  12-manth
1.7
0.7
oA :
049 18.5
0.2 17.4
1.5 172
7 17.8
& 17.5
L7 169
{114 137
(s 153
14 135
0.7 123
.7 | P
1.1 12.7
1.0 129
.5 134
1.3 130
0.3 12,4
0.5 123
1.4 12.2
0.3 12.2
09 12.6
5 12.8

[*} Deflared by the consumer-price andex (1PC),

Source: [nstipomo MNacional de Extadisticas (INE}

Jﬂﬂl:ﬂ

104.56
10455
10T
105,12
104,44
10465
104,75
104,19
Ik43
10505
1501
10 26

.35
{5
10514
10559
10423
10
10451
108103
108.91
10856
L4 50
11254

REAL {*)

Fercentage change

Minth

(i
0.4

4
-1
1.1
0.1
A%
12
4
a0
LH |

(L]}
0.2
03
L}
.3
L&
9
-1:2
0.8
A5
0.2
32

I 2-manth

e H |
4.2
b9
45
b A
5.8
.8

42

3.6
i ]
4.2
+.3
b
0
+.4
3.7
X
|
+.1
42
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1994
Jamuary
February
March
April

My

June

Tuly
Augast
Seprember
Cicioher
Movember
[recember

1595

Janukry

Febauary

March

Apil

Mlay

June

July

Au gl

Seprember

Cieeober

Mowversher
. December

Index

11203
I12.67
113391
FI55F
11569
187.32
L1750
LIg.59
L21.2%
12101
122,00
126 54

125.93
L2650
1 28 0%
12978
L30T
61 e s
132.06
L1311
154,04
134.57
13 007
14114

NOMINAL
F'lmrnh.t d1l.|1|=

Menrh

Il
0.5
1.1
1.4
.1
14

4
2.3

0.4
410

Table

12-menth

136
155
3]
i
I7.1
167
15.1
145
14.4

12:3
124
12.4
124
12.6
1.1
12.1
114
105
1.5
11.5
11X

10607
106,34
10626
107.6%
106.81
107,15
140704
106,06
1476
107.07
106,75
1134

P01}
[§ ki)
1 38
P05
HILET
(LR
113.24
FELST
L2
L1039
11052
114.4%

REAL ™) {
Percemiage :I'llnp: {
Month  12-moath |

i =1
|
|}

1.0 :
0.3

0.1 s

1.3 [Fr

0.8 82

0.3 19

0.l 92

0.9 L]

14 Bl

.5 7

0.3 b1

43 6.0

11 LK i
Q1.1 53 |
QLS 29 {
1.1 P i
12 47 2
L& &0 {
03 38

-1.1 ih

03 - A

Ll L !
0.1 10

is fr % B

i) Dreflazed by the wholesale-pace indes (TFM,

Source: [nstivuro Nacional de Estadisticas (INEL

R R R R R R R R R R R R ]
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1543
Janaary-March
April-June
July-September

O aber-December

1594
Januaey-Manch
April-June
July-Seprember
Okcrober- Decerber

1993
January-March
Apeil-June
Jily-Seprember
Ocrober- Decermber

LINECENS

2.1

2.3

Table @

CITHER GEROLIFS

£od
19
24

{3

I.0

L]

L=

20
21
(i

0%

Source: Dhvition af Labowr, Mimistry of Labour and Social Secumty

TOTAL

1.0

1.0

15

2.1

2.2



Table 10

Dute PREC S || M T
-y Yil-day  deyrar by Egear lid-5ear 1 -y car 14:5eae
LLRNEY {21 1k 1] 12} 131 (1]
[ 1993
January i § i 1.7 7.7 .5 7.6 " -
Febsnuary 0.5 T2 6 7.6 7.5 1.5 1A T4
March 'R 7.3 76 % 1.5 5 1A T
April [ 7.1 7 13 1.4 it | A
My 6.5 it | T 7.1 16 ie i6
Jema 6§ 740 T4 T4 e 7.5 7.5
| “ady h5 Tz T ; 7.0 7.0 o ]
August ih.§ [ R : B.h & b £ %
Seprember i L - 54 6 | A
Dizrobes i3 - fi6 . [ %] (%) 0§ b
Wovember 6.5 - .7 . [ (%] [ Bl
[hecembes 65 b . (] &4 4 64
19y
January b3 - .3 . % ] ] b2 al
Febauasy 6.5 - - 5§ - &1 &1 i i
Masch ] - - . 1 1 flk b
Apnl 0.5 : - , &1 &l bl b
May ] . i1 & 19 19
[ Jeae 6.3 - : ; 6.1 &0 L1 L1
_Ini:r f.d . - - .1 &1 L] A0
| August [T . - . .1 &l i .80
Seplomber i, : - . .1 &l (A1) .0
Doioher 65625 . 6.0 & i 6.0
November 623.6.1 ] 59 & () 59
[recermbice b1 E - - 19 54 5% 545
1995
Jsrvuary i1 . - - 6.0 &0 | 9
Febeuazy b1 . - | &3 6.l &1
Muasch 6.1 r . : .2 &2 .l bl
Aprd &1 : ! . [ &3 [ B
May f.0 . . = frd (5] [ h?
lune 59 - - - B0 &0 B 1]
Jualy L) o)L - e 3 o fir o Br . 3
SEEiiEl i v ' 5 13 &0 19 13
?H,'r!rrrllrn 15 i . - 6l 1 bl bl
ki oher fi 5 . . . A 4 4 64
Novembar A - . : a7 &7 63 67
Diecamber L - - . CA] R [ 6B

=
=
r

¥
i
i
T4
2
6.5
(X
L
b
A
9]

A
LR -]
i

(11 As feom Aprl Stk 1552, the Banco Ceniral de Chile agrees 1o aceepr UF 150000 i cach 1eader,

¥l &s feom July 26th 1992, the Banea Ceseral de Chile agrees eo aceopt LIF 306,008 in cach genlee,

{11 As leom February 16tk 1935, the Banco Centeal de Chile sgrees in accept UF 3300000 & cach oader,

(4] Coreiponds 10 mean weighted erade rate in (han meark (base 360 daysdi -

(5] Driceazinued.

Source: Banco Central de Chile

= v e —————— e R
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L!"-wrc-ﬁ Banco Cemtral de Chile.

Takle 11

| Duare Depoaits Lizans
L1900 Averape 94 13
L1991 Averape 54 85
: 1992 Average =T 8.1
[ 1993 Average G 42
i 194 Average &4 9.3
| 1995 Average 5.9 B.5
I
199
|~ First quarter 6.3 a0
| Secood quarier &5 a7
i Third quarner 8] 94
| Fourth goumer 6.3 23
|
e
Fissz quarier [ T
| Second guarer [ 25
'\ Third quarmse .3 92
; Fourh ‘quarnes .00 i
|
L1995
| Jenuary 59 8.5
| February 59 )
hlurch 5.4 B.7
Apnl 5.4 B.7
May 5.9 B0
June 55 8.5
July 54 )
Augan 5.4 H.0H
Sepiember ik .0
Oictober 57 5.4
| November 5 89
!I December &9 a3
:
|
|

e

Spread

3B
il
29
18

2T

LN
]
19
2.9




Table 132

N8

Dhare Month Yeur o ldmomh
E MIA MM MT E MIA  MIL M7 E Mia A MY |

1595

Tassaty 03 - 04 42 14 T ST T TEER S (TR . 4 | I S | - S

Frhruary T T | 03 0% (T S 43 4] 3.2 A MR- 1A

March Tl e 1] i1 1 18 . 112 57 54 00 &9 -M3 64

Agail a6 o0& L4 1% ¥4 118 12 LS 84 101 B3 263

Mgy b X1 T T i1 1. L] a4 9.1 a4 1 | & IR L. RS- F

lune " iy IR [l L 24 1.3 1l IZT . 1LA ey 172 - M4 1T

Nuly 3= 1.1 12 b Bl 140 DN 205 151 M4 G

Augma P o L [ 1.3 14 1.1 o 2 TR | i (R | 193 186 24 21

Seprembser 4 03 21 14 L IS | % N | 61 47 A1 A0

Clepeder a7 . 0% iz 135 k¥4 69 - B N4 1 B | 1 B =L BEE ) |1 -

Mevembee e BT ) 1.3 13 4% &3 FEE ] 3 196 239 264

Decembet 1% 134 X 15 IT4 227 M5 MR 174 XT3 68

134 i

Januiry L 32 1.2 14 10 3.2 [ B F, 18 B . B -5 L L

Febnuary 4 18 2 13 14 1§ ¥4 13 T4 - 1A% 333 A0

Blarch 22 ‘o3 14 10 0% L | 42 40 [ | B R A |

Apeil (] R Y 03 0.l 08 [ 1% et 1 0 | 670 R - M L 1

Moy 03 a2 TR 1 02 [ . ey & RS T IR - B 1

Juse 3 o] 14 1.5 33 ] 7E B} 127 &1 2la 213

July 22 4R 2@ 23 08 1.5 - Ak R R L - B .

Augusi 120 62 0& 14 i 16 W& I03 107 184 2% 21N

September 13 1A 14 14 12 L TR R 148 129 L0 R

Cicroher i 11 14 0 02 R | T T 44 24 190 200

Mersember P 14 11 41 G R B 163 - &F 105 - 199

Diecember iR 108 13 12 135 0 IE& 1A% 103 . 120 . 18E 1

1995 L

January 20 14 21 1.8 20 54 21 15 167 . 199, 0% 195

Febauary e e | 15 LA 4.7 3K 40 335 10 - . S | B

Marck 255 Y [ b AT 1 B P LTI B R L S

April Vi ol 1.6 1.1 L] A ar kA Ml MDD 16 N

My a0 1A 1.4 LB P8 L e |1 S 1935 - i D4 B |

June a4 1.0 14 LB 5.2 0l 1%2 102 Mg ME - MNE 134 :

Tuly [ Jr A | il 1.1 5q IR L TR | | L3R5 TR S - B %

Artist o4 .14 1.3 i4 46 13 1&0 129 Mg 4 M4 N8 ;e

Seplember 10 42 el B b I SRR S T 1 Wb WY AR EE IR - R

Okctober Y I L S I TR & R T TR I (e T T %) T AY SO e

Noavember 20 16 [<E.] U 3K U | S R B 194 190 230 x4 = ;

Devember 1nF 123 43 L7 200 197 M3 M2 bR R S 2

e _——— T ¥ 3 . x

E Basr moacy s Ry ]

MiA rummmhmdr:anmddeM:mwnhW*mw__m 4 Pl
per o fhous & demarnd deponits other than curvent acoounts = demand nngs depoiit, " : ; "

LYY MI1A + private-scchos tme deposes ] e 4

AR MZA » time savings doposss incduding those for housing + lmﬂmimhﬂdhrnhrﬂ e 1y
inefinancial privace sector] + Tresury proméssory notes beld by hiﬂ.ﬂ:ﬂ: Miﬁﬂﬂﬂl‘“- % P .
erode Bills held hﬁemlmﬁﬂmﬂmlrmﬂfmﬂﬂﬂmm e .

Spurce 1 Banca Ceneral de Chale
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Lhane C T Dy Al Hanco Tresvary  Credit  Private-secree
Cerral FAOEEHAOy Eills forcign.curtency
| inuroments niles deporuiei
|
L1
| Janusry 45545 LIFEs H 0050 115834 4257 48 1839 1,287,597 TE6 21
| Fl‘h'l.l-ll'j' 50862 11734 4117 1015 1LETS § 26 57 1953 1.825.95 TR Al
hlarch 50744 1.132.18 4 Mk 5 1154 44 4 265906 17.00 1.366,78 66 62
|'|Pl'd S447 1,102 50 415454 1.20],78 4274 46 1549 137811 TR 21
Bilay 4272 1,166 01 4 812 65 132129 4,268,104 1740 141774 4 41
Jemx L 110874 4 &.11 124547 4 31557 1741 146551 LK )
Tsly L L 111151 4,24 5% 1. 26504 445546 1712 147088 1218
m-l &7d 78 1,124841 4,559 5% 137549 4 509 1% 84 152751 12184
Seprember Hol54 L3638 47839 A0 4 HLE 11.4% 136333 EHL3)
oy #5154 117150 4,768 4T 1198 38 4,801 A% 11549 1,068 02 £
HNovember 43018 132337 EH TR b 130728 4 BT 50 1227 167951 £30 5%
Diecember T b 1,347,356 4,792 99 13020 14147 28 1158 177142 SR RE
1955
_'; _]llh-w:r Sh5.50 141930 4 50594 152821 15433 870 17764 [k el
| Fehroary 54 40 140735 4 96756 1,583,496 518031 1122 1542 5] &50 10
i March TEs1 1,410,865 121043 1.564.03 TG00 SAh 158421 BAE B2
| Apail A b 140737 553542 1.5TEBR 520574 271 154652 A2 R4
| My ¥ 143033 340026 159850 §N1E7) £ 49 20247 6124
i June L] | 1AM 5.557.60 1440090 § V15 b5 £ 45 2,101.30 G0 1S
| July 8. 1205 45 571246 FETEN JAROTYE &S LI 622 4K
| -'Iuﬂr-il 25747 §3ET . 584277 1,461,867 Y 44000 &2 2 I9E 3] 612,13
| b T I 418,08 5952 4% A7 153585 5.0 284 82 i E ]
| Oierches 584,34 143248 (69,12 1,301,135 5515 B9 4R Ii198) 403 4§
| November 37110 TASEH 410009 1312, 5,36, 98 5.4 T NOE ag 7505
| [rccember b 163151 #1575 42 151547 AR 65 2 448 06 612,18
|
I
i
| SYMBOLS:
i G - Money in circuladen (Reld by the pubhicl.
| DA = Current gooouses + oaher noafisancial pevste-icctor derand deposics et ol fear + demand desasing
| Dp : Privare-secoor cime depaiits
| -I'Iill:l = Time EAVIAEE Lh-FﬁlL‘l Lﬂ!rudlnl:!hmr{nrhwung
RATIOA:
M1 = 4 [n (1) Moalinancesl privaie-sector current oo aen of Noaz)
| MIA = MI '+ By (Drv: Demand deposies other than curtent socousei) « Akv (ks Desand wnsgi depeniis)
| MIA = MIA + Dy i Dge Privaie-stcted 1ime degosin
L1 L = MIA + Ahp (Ahp: Time savings deposits ineluding thoae Fee houimgl
Ay = M3 + Banco Contral inmremencs held b:r the pu|'||||. {neafisan:ial PrIvaSE Ssechoa
MY = M4+ Tml-uq.' pormasory sores beld by the ;-\.-H:r \nosdinancial privaic secior)
3 = M¥ + Credin bills keld hr ke j'l.‘bb: |n||n|'|r|:r||:u'| rvalc sooior)
a7 = M+ priuu-mh-l I.{llr.‘u-:u:r\rrlr:r ol

Source: Besoa Cezeral de Chile
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Table 14 :
‘
-
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-
Duare (ESERVED
1591 Averape 3d9r
1542 Average L
1793 Average 404 2
14 Average 402
1595 Aversge EELE
1594 i
Janaary : 43005
Fehaaazy 4257
March 4305
Apnl 4145
May 4147
Tiane 4207
.]l.:'h' 42005
Auguai d 1%
A 12
411
Meovember 4155
December 402.2
1995
January &05.8
February 4121
March 41403
= 2
&Y
Juns 1734
Tuly 3781
August Ll
Seprember EEEE ]
Ccreber 46
Movembes d1x3
Decembeer Jirai0

Saurce: Benco Central de Chile. . iy -

r
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Table 13

Duie o OVERALL INDEX 1l - INDEX LESS LATIN AMERICA (2]
Indes _ Perentage Chasge lades Percentage Chasge
Marh 13- maapiiBy Manik 12-month
1%L Averape (4} 1084 : S ALY 935 : -3 &}
1932 Average 14} L : BN (5] R4 . J4 (1 |
159} Averape (4] e . 0L (50 Bd : L3N
1904 Average (4] 948 5 1708 RI0 ; FERLY
1595 Average (4] Ll - -5515h A : 48 (8]
1994 (&) ;
Jarmiry 935 a0 [T} R5.0 402 11
Febeuary L e o3 Akl ES Y 04 ]
LTI ) k4 24 ES. 4 a2 37
|- Agpuil 4.3 -1.E 5.5 £4.1 L& &8
| My 535 -1.1 s E5% 07 7.3
| June ) 3.0 A 3% 29 07 T
July SR | .23 £ 9 L1 A7
Aupsit b A4 15 55 LT 1K
Sepheaber .1 AL 24 20 -1.1 A
Ostober w0 .0, - 04 i i1.6 ¥ 31
Maovemiber L] L] 03 &1 Akl 2.2
Dvoormber 0.7 =33 =51 782 3K A1
B ]
| Junwary . L) 14 3B 9.8 1.& 6.5
| February 957 L9 23 a1.1 20 A%
| March 44 ar 20 423 17 34
Agpril g L 23 23 805 20 A8
{ My k4 A2 ] Th 32 63
June B&} 1 Pr e 757 132 Bk
July B3 a3 -89 758 0l Bk
Auguit ES.6 .10 8.5 T4h 18 -0
-+ i 0.2 A9 4.8 02 -EA
Oirobor e 46 6.5 L) bt 37
Bovemher £33 1.5 S 7ia 13 e
December 53 -1.1 2k 12 il 1.3

{11 Delined an the nomisal sheerved exchusge rate multpliod by e quotient berween relevat exteenal isflation ssd IR,
Exsernal inflation is caboslived from [PM of man trading. panners, denominared in US dollans weighted by the relative
| impastance: of Chifexs expores and imporss lexcleding oil and copper) traded with them (sppeovimatcly 75% of Chile's
| potal trade in 1989, exclokag o ind coppes). Both the TPM sd exchkasge fabci af the couniries are incorporated &
moathly chunges
) Same defirseion is (1) it cxcludiag Latin Americes erading pastaces.,
13 Anpesd everage chasge,
) Provisonsd figeecs

spupee: Bameo Central de Chile.



Table 1&

e ey
Iberm 1 553 1534 1995 FERCENTAGE CHANGE £1]
L I
L CURRENT ACCOLNT 20717 et L} -£9.2
A Teude balanee O 2% 1584 15
L. Eagueety ek 1% 11 S 1 3% 28,1 H2
2 Denpema fiods 1o 15L 1n.k7a B &9 LE T
B Morfinanoad sedveces L] 22 R Se0A
Caedas 350 2 BT 1,153 25 108
Dheleats -3 Ak -3 B 3 Eg 149
L. Finanelad sorvaoes 1468 0,744 Ak 158 180
Net intereat BrF R 340 44 o ]t
Ned pradi 14K 1,05 A 418 o | B
. Tramdees L 154 51 32 08
11 CAPITAL ACCOUNT 1724 4538 1,168 478 b
A, Medium- sad fang-iem capical (. VOEL T ) &9 b
1. Forrign mvesiment (2] 1,00 1,74 1,650 He AlH
& Dhrect LIS Bl 1008 1260 el
-From abrosd BiE 1072 1 £9% 1194 <l
-Abroad Ak Ul E87 1145 ErL 1
b Portolic Rt} Gl a2 M4 HTE
-Feom shrosd 220 1,259 13 1 T e
Abroad ol i1 3 e L Sl
2. DL &0 credic dishassermsenis F] 1, (W0 1,321 154 L d]
¥, Dhiher disbursemency 11K I.B45 24081 E2E 112
A, Lokt eepayments 118 -1 418 -5 483 40 142x
4, Exzernal delu conversions -284 &5 156 e - 11X
&, Chiher [3) 28 A7 29 23 221
B. Shear-1erm capital 1,098 1452 gk LhE | il b
1. Credit haea 134 ] -362 157 g 1.
2. Dhhee (43 948 LG 28 A1 -laE -
1L ERRORS AN OMESSI0NS & ] <140 <347
IV, BALANCE OF PAYMENTS LT ] 5194 1,851 452.3 - - . -H.I 1

B A
e f 'm om maam aomTE ke ke EEEE R EEEEEREEE R EEEEaEEaE S

(1h Mot indicated af iv0s chamges fens plus 10 méaus or viceveria.

F]]
{3}

{4}

Source: Banco Cenmmal de Chile

I=cluding dircct rmvestment under, DL 600, Chapeer X1V capiral mmhuunu..ﬂﬂﬂs.lnwﬁﬂﬁ.
Chaptor XIX prominory notes and Chidean invesiment sbrosd.

Includisg revenion payment fae 1591 g=d 1953 reliming, Hnsncisg for leasing and exveenal m
vaiagion

[ncloding counterpart to external-dela recovery ramacrions.

Sl P — - rmon




SR TR et B B RS R f e L, AT T T . W

Takle 17

Irem | % 15754 1905 PERCTNT M GE CHLNOE (1

1594 1995

| BALANCE OF
; TRADE B TH 725 1,384 W9
: Total exparis (fob] 9,199 11,604 16,054 2.1 32
I P 3,248 4,242 6,487 306 529
MNan-copper 55951 7,362 9,552 237 297
:. Dhher main (2] 2,737 1515 4,874 8.4 557
| Mo traditional 5,214 §E47 4678 149.7 216
; Toesl imports (fob) 10,181 10,573 14,655 0.9 14.7
! Total impors (cif) 11,123 11,825 155914 b5 LS
i Contamer goods 1,765 1,837 2698 4.1 438
I [mtermediate goods 6,443 6, 7105 w039 5.7 LT
- Fuels 1,118 1,141 1447 2 265
; Dk 5,225 $.563 7552 6.5 b5
! Capital goods 1013 3,243 4,177 74 8.8

AL} Men Endicared & ftem changes from plus to minus or viceversa

{2} Including iron, nitrate and indine, ll|h'i'r.1f\:1-‘|ﬂr‘r. tnan, fribimeal, 2awn lumbser, hlr.:-.;\-hnu:l wosl,
woen] puls, methancd, Bthium carbosate, molybdesum oxide and ferromolvdenums, z0dd meeal and

| bullion.

Saurce: Banco Cerral de Chile
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liem 1993 1994 153% i
Frice of copper LME (LIRS/6) (*] 0.562 1053 L1382
(il price (U158 harred fioh) 15.% 146 15.6
| Libor USS [nominal) 5A4% 5.1% b0% |
External inflasion excluding Latin America 0% 1.5% A%
Tetma of rrade index (15955 = 100} %
Tenal geaids o6 313 1dE ;
Taoial non -CAIpHpET ardd mon-oil goods 9.3 E T 10467 k K1
Taoral exposts Fied :
Change im valoe B, 1% 26.1% 38.2% ol Bl it
Change in prace (fah) -11.%% 14.8% e 2ENS %
Change im volume 3% 9.9% 11.5% Sga
Copper expars ' ;-
Change in valse -1a4% A&
Change in price {fob) -18.1% 25.4%
Change in volume 21% 1.5%
Traditional non-<opper exparts
| Change in value -11.5% 28 4%
{Champe in price {fob) 5% 16.5%
Chasge in volume 2 6% 5.9%
I Monraditional expaoris
Change in value B T 1275
Change in price (iob) 5.0% 1%
Change in volume 12.3% T 1B
CGioouds impoers
Change in value 5E% 83%
Change in peice [eif) 2 4% -04%

Change in sedume 126% %

1*0 Aveeage price weighted by qu:rl.-ut}' volumes ¢w¢d—

Source: Banco Central de Chale




Table 19

[iam 0y j 3y [ 995 PERCENTAGE CHANGE (1)
1994 1908
i INTEREST PAID i2) 1,209 1,182 1,347 2.3 14.0
' Medium and long term 1,000 %91 1,126 09 133
? Short tetm X 191 221 £ 13,8
~ INTEREST RECEIVED 491 495 810 0.9 637
I PROFITS AND DIVIDENDS J48 -1,054 A 412 -15.7
I r
| Crodies meceived fa 2 13 BB 4407
I Diebits paid 354 1058 503 0.4 147
!
LEASING SERVICES 2 i 5 3.} 107.1
TOTAL FINANCIAL
SERVICES 1, 4B8 0744 =1,450 158 ~1R.
Credils T a7 823 02 §5.5
Debits 1.565 2241 2353 141 04

(1) Not indicated if isem changes frem plus o minus or viceversa
12) |nrJudini_ merest padd on external debt and cber Lishilsies st included is the same

sparee; Bance Central de Chile.
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Table 20

ltem

SHIPMENTS

Credits
Diehics

OTHER TRANSPORT

Passenger services
{redits
Diehing

Fort services
Crediiz
Diehizg
TRAVEL

Credits
Debang

OTHER GOODS, SERVICES
AND INCOMES

Credins
Diehigs

TOTAL MONFINANCIAL
SERVICES

Credizs
Dl!l!l.lh

1943 15594 1555 PERCENTAGE CHANGE [*)
1994 1955
i 134 <44 1672
45 91 Bl 5.5 14 |
449 437 fd 9 28 421 |
Jid BEL <230 =14 BLEH | '
o -2 ) 458
152 191 20 49 14
154 193 19 17 &
340 387 29 0.8 -530
161 419 5L 161 405
FL | 6 517 19 il
74 124 13 .18.2 Al
&1 1] H40 Lo 20
34 il T 145 109
¥
n 3 16 858 |
FFs ] TRE 917 T 17.1 !
708 TR0 933 10.7 196 i
g |
3 i -14% Fi28
259 2,847 515 L1 108
2.5% 2825 5,304 L] 176 - -

Fraloat A A

1%} Mot indicated if fiem changes from plus to minas or viceversa.

Source: Banco Central de Chile
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i
| Thom LT T e I~ O T ' SO - " R - I Y}
|
i
|
i
| LTOTAL FOREIGN IXVESTMENT 103 N7 W LBE W5 W I LM ITH L
¥
A DIRECT INVESTMENT MYOCMN B M) 1R SR g BN MM REE LD
1. From deoad AL M5 OBN wWE O12E WX &N B LTTD LEW
Dt Larw 600 Iy - JLL - TI6 - B8 IT2 TI6 466 - §M4 0 6D LATG - 130D
ﬂn;lul X1V caputal comtrbation ] | +] 14 1 LI 15 W1 X W 4
Chapior XLEATI o R 1 T R S A 11 TS 1 TR | IR, F 3 I (1 J 3 '
1 Abrowd H [ R R TR | £ .1 R 4M NP 45
| B PORTROLIC INVESTMENT 0. I8 K iR | et 1§ ERC T Y | e SRR R R
|
| L. Froe shevad 0 - R E 4 - VR & SRR T P R 4, | R . 1§
i Chugeer XXV ADR i ] [ i (R | R RS- R (R I . | |
i [rvememest Pands 0 0 [} [ B ¥ TR R R R
I Bosch i e e e R e T T | Do
I Abrad TR 3 A3
L ASSIATED CREDITS 1 S R - It T L T | - 5 ke B WK
Creds Jubunement GLVRY - R S, ] R | .S+ N [T B o v I
Credit evoesaion G I | TS | Y 1SS | T " Ty R« R 1.1 R T |
TOTAL 1 M Ik I 1R 1AM ETO 0 EM 1M REW G
{
|
1
|
| |
(1} Presisaoial frgares.

-t [2) A redenomination valise, As from 1991 mcludes repatrintion of caginls
| Sauree Banoo Centrd de Chile



Tabkle 23

Year FORMAL MARKET ENFORMAL MAREET TOTAL

i) @ (1) +12) 5
1530 271.3 27.3
BT 397 35.7
| 1982 103 103
159835 1.7 1.7
1984 &5 o3
19835 1.9 i3
1986 9.3 97
1987 14.4 l4.4
1988 2 H ] 5
1989 3.7 T
159H] 12.4 iR 13.2
1991 A5 W2 8.7
1992 a1 3412 3505
15793 20.1 120.9 a1p
1994 460.7 220 8827
1 555 415 4108 [ T.%-I.]

s e —

{1} Only through ike formal exchange market, Chapeer X1 letier A of lhtﬂu.mpmdium nf]h.l[l'_'l -uu |.|:|Ir.|:|1l-

teonal Exchinge.
121 Only through the informal exchange marker, Chapeer XII, leeer B of :htﬂmpuldilm 1{ Rales H Inter-

nuional Exchange.
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liem 1988 . 1986 1587 1SE8 CQ9RF 19N 1990
L. Gold L | LR T R | SR R 1 TR T

(nces Trow) LIT0 179 1ELD 1524 1752 185K 184
|
X SD¥s (] i il H b X i |
¥, Redeve position wieh [MF (i i 1] 1] | 1] 0

I

_i.Furip-:urru:gmm dAH 281 2463 5016 TN A4 A06E T04)
| 5 Onhee asicn -1lb BE it 12 L R S |
E-.LIHHL_"-IF:ﬁrdiL 1063 1528 1452 1032 136% DLFL 0 B35
I Share-terem loani Lk [ S Fy ] | 1] 1
| L INTERNATIONAL
f ASSETS 120 2553 LIDE 2I2Y BATr 4% OAS0R T
|

IL GEOSS RESERVES (1) TAGE 1TIR 18TD 23%00 FMT RAEE Gl
. NET RESERVES (4) L34} LT78 1646 2350 2942 S 680

-

LRI L LR - I [
i - &12 0 852 £}
1847 1565 1584 | 84)
| 1 1 i
1} i} i (1]
2067 S639 IN08T 14407 |
-11 1¥ 17 22
I 4T 19D (1]
I 1] [x] (1]
D781 10,257 15,757 14.B0S
9007 TSR 1) 46T 14 508
MG RTER I ALY 14203

13} Comesposd 10 11 - )
4} Corresposds 1o, (11 - 7).

Source: Banew Ceniral de Chile.
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MAIN MOMNETARY AMD CREDIT MEASURES IM 1995

18 The Banco Central, i accordance with the anributions granted it by the capital markets law
decided o increase the limits on investment abroad by Pension Fund Administrators (AFPs),
as well a5 widening the menu of instruments in which they can invest. The upper limit for
investment abroad was raised from 6% 10 9% of the total value of the fund, and investment in
variable income instruments was authorized up o 4.5% of the funds value. Investment was
also authorized in risk-coverage instruments up to 9% of the value of the fund. As regards
investment nationally, the margin of investment by AFPs in shares of public corporations was
raised from 30% to 37%, while for state securities the limit was raised from 45% to 50%.

26 From Monday May 2%th onwards there was a modification to the way in which 90-day PRECs
are sold. In future these securities will be sold via auctions held on Tuesday and Thursday each
week, with pre-established quotas to be announced monthly. Thus it is no longer the Banco
Central which fixes the rates on 90-day PREC, bant instead the market is acquiring a wider robe
in the determination of this rate. The Banco Central will use the one-day interest rate as its
main monetary policy signal, thereby giving greater flexibility to the way it conducts monetary
policy.

In addition, the system for selling 30-day PDBCs was also modified. In the furure these hills
will continue to be sold on Wednesdays, but only 1o those banks and financial institutions that
have been awarded PRBCs in the auction on the preceding Tuesday, These banks and financial
institutions will have the option to purchase up to 1056 of the amount awarded in PRBCs ar a
nominal interest rate to be announced on Wednesday before 9.30 AM. This nominal intersst
rate will have an implicit real interest of 0.4% below the real interest rate at which the 90-day
PRBCs were pwarded in the auction on the preceding Tuesday.

Banks and financial mstitutions can open a liquidity deposit account at the Banco Central de
Chile, in which they can effect one-day deposits and receive an interest rate equivalent to
LIF+5 2%,

Interest rates on the liquidity credit line are modified in the following way: the first segment
goes from UF+6.30% 1o UF+5.70%; the second segment goes from UF+6.53% to UF+6.00%:;
and the third sepment goes from UF+7.05% to UF+6.50%.

The aim of this is for the inter-bank interest rate to vary berween the liquidity deposit account
rate and the liquidity credit account rate. As secondary instruments of monetary policy, the
Banco Central has at its disposal the quotas for %-day PRBCs, repos and special auctions.

w0l TR ol L el



June

23 From Monday June 26th onwards the real return on the liquidity deposit account s modified
and falls from a nominal interest rare equivalent 1o UF+5.2% 1o UF+ 5.0%, with the remaining

Banco Central mterest rates remainmg unchanged.

August

19 Different modalities were incorporated into PDEC avctions as regards the presentation of
offers and the form of adjudication. With this measure, as well as the regular sale of PDBCs on
Wednesdays, the Banco Central will have the additional possibility to call an auction on dates
and in modalities which it considers convenient,

Scptembor

3 The use of the liquidity credit line offered by the Banco Central is limited 1o financial entities.
From Seprember Sth onwards the use of the liquidity credit line by esch financial institntion on
average 1s limited for the reserve period 1o %0% of the amount assigned in the fiest segment,
and from Okctober 9th it is restricted to 60% of this amount,

7 The following is incorporated into the Compendium of Financial Rules as Chaprer [1LE.4:
“Conditions relating to the sale or transfer of ponfolios from banks or financial companies 1o
securitixing companies, or to securitized loan ivestment funds.”

Cetober

27 The paymemt of promissory notes is authorized to entities applying for payment, represented
by security deposit firms, without the need for immediate presentation of the corresponding
tithes, prowided the security deposit company applying for the payment has subscribed ro the
conditions of authorization established by the Banco Central de Chile, by means of which it
adheres to a procedure of redemption and payment defined by the Bank.

December

3 Ivis decided to raise the interest rates which the Banco Central applies to liquidity credit lines
in national currency and to the liquidity deposit account. The real rates of interest from this

date are the following:

First segment of the liquidity credit line 6.7%
Second segment of the liguidity credit line 7.0
Third segment of the liquidity credir line T.5%0

Liguidity deposit account .05



ANNEXE 2

MAIN EXCHANGE-RATE AND FOREIGHN TRADE MEASURES IN 1995

danuary

5

Banking firms and financial institutions are advised that, in order to deduct financial investrments
which they carry our sbroad from their foreign currency balances for reserve purposes, the
total amount 1o be deducted cannot exceed the limit provided for such investment.

The Banco Central officially fixes limits for investment abroad in the following terms:
A widening of the margin from 3% 1o 6% of total assets accumulated in pension funds.

Authorization tor life msurance companies to invest up to 10% of their resources in financial
investments and up to 3% in non-residential urhan real-estate.

Authorization for gencral insurance companies to invest up to 15% of their resources in
financtal investments and up 1o 3% in non-residential urban real-estate.

Authorization for mutual funds 1o invest up to 30% of their total assets, without complying
with the requirements for minimum classification or a pre-determined number of countries.

In accordance with the above, AFPs and insurance companies will have access 1o the formal
exchange market to acquire foreign currency for effecting payments or remittances related to
these operations. From this date onwards the Superintendency of Banks and Financial
Institutions is given the faculty to fix the rerms under which banking firms which, after
obaining authorization to invest abroad and having excesded the maximum assets coefficients,

may adjust and eliminate such excesses.

Foreign exchange houses are authorized as entities in the formal exchange market o carry out
exchange transactions related o foreign investments by AFPs, insurance companies and mu-
tual funds.

Investment rules for AFPs are adjusted by defining the requirements with which stock markers
aid I|'.¢:i: ApEnis must ﬂﬂﬂ'l'lrlt'!.'. |.||.."|:'|r'rr'|ti|'|:|ling l:|‘1r.1|_' as the “formal mc-nrjd';}_r!r Mi[kﬂ-. :hrm
which rransactions in financial instruments must be carried out both nationally and abroad.

Ir is stipuloted thar mutual funds shall nor have access to the formal l::ﬂ:hﬂnml_- markied for
acquiring currency to effect payments or remittances related 1o their investments abroad.

L .- --l
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May
17
June

14

The peneral exchange marker restrictions, contained in the Compendium of Rules on
International Exchange, and which expire on Apnl 19th 1995, are renewed until Apnl 1%th
1596,

From the following June 1é6th onwards, the oblipation to make returns of foreign currency
ariginating from the expart of goods and services and liquadate these in the national market
will be eliminated. The obligation to inform the Banco Central for statistical purposes alone
will remain.

The provisions relating to investment abroad for pension funds i modified [ Annexe 1)

The maximum amount of loans in pesos with a charge on foreign currency resources in the
banking system is resiricted (Chapter V.B.2 of the Compendium of Financial Rules). The

- amount is altered from 1.5 times the average of the International Exchange Positions balances

July

to 0.7 times, in the moath of Tuly, and 0.1 times from August onwards.

From this month onwards secondary ADRs will be subject to the same reserve requirement as
affects foreign loans.

The risk classification is reduced on instruments in which AFPs can invest from A- 1o BBB.,

It is decided that for mvestment in shares of insurance companies, the country risk of the
issuing country will not be considered, but the risk of the country where the shares are rraded
The risk classification which the countey trading the shares must comply with is set at BBB-.

Of the part of paid up capital and reserves which banking firms may keep in financial
investments abroad, it is permitted that 30% may be invested in instruments with a risk
classification of BB-, while the rest must be invested in instruments of risk classification BBR-,
lower than the A- requirement which was previously in force.

August

.Dl.ll'i-'l'l-g the first fm'lnighi ﬂ:I..I!I.LIF_'I.Ii[ the Banco Central authorities decided 1o .;liTnin,_tlcﬁh.jplf;n.
XVIII and XIX of the Compendium of Rules on International Exchange. Consequently,
restrictions which had been in force 1'|I'i{apiIJ.| il frre ifit remiltances, for imvestments associated
with the Latter chaprer, were lifted,



September

20

In relation to ADRs, the maximum period for scquiring currency resulting from the disposal of
shates originating from security substitutions, is lowered from 60 working days 10 5. In
addition the period for presenting the request to the Banco Central de Chile for authorization
to repatriate the capital if shares have not been acquired within 5 working days, is reduced
from 90 1o 7 days,

Hoevember

i

17

Banking firms selling currency must possess specific documents for carrving out such operations.

To the discount already being applied to the path of the value of the referential currency basket
{(CREM) in terms of the indexed unit (UF), due 1o foreign inflation, a trend factor or exchange
rate revaluation of 2% per year is added, so that the estimated medium-term trend of the real
exchange rate may approximate its equilibrium level. In practice the referential exchange rate
is revalued by 2% per year.

Authorization i given to not make returns of funds obtained from bond issucs abroad. Such
respurces can be kept in an open sccount in a banking firm abroad, from which payments can
be made (at expiry date) on foreign loans or imports which have been duly approved by and
registered at the Banco Central de Chile, and for making investments in financial instruments

Topgether with this, the functioning of duty-free stores in national territory is regulated, and it is
establiched thar the sale of national and foreign merchandise 1o passengers traveling abroad
will not constitute an export or an impor, respectively.

Greater flexibility is given to the requirements under which firms quoting ADRs on foreign
stock markets can make new placements of such securities, reducing the minimum amount of
capital from US% 25 million 1o USS 10 million.

December

23

L!ni_l'-nrrni[f. 15 Fi'.';_'n 1 pesterve rI..'\i.IIlil't'ml.'.I'H n:mum:-ln-p.g.', |:|-'_|.' citah-!ish'mp, that fmtign loans used
directly abroad also constitute a reserve, instead of a deposit, which could be constituted in
banking firm:s
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As of December 37, Ii_'!l
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STATEMENT OF INCOME
For the year ended December 31, 1995
(In millions of Chilean peses)
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NOTES TO THE FINANCIAL STATEMENTS

1. SUMMARY OF SIGHNIFICANT ACCOUNTING POLICIES

&) BASIS OF PRESENTATION

The financial statesnents have been prepared in accordance with sccounting principles generslly aceested fn Chile and
pelicies Based by the Board of ibe Banco Ceniral de Chile, upon prior sppeoval of the Seperinsendencia de Bancos &
Instituciones Financierss (Superintendency of Banks and Finascisl Institutions), st establithed by Article 75 of Lae
15840 1Constautional Ovganic Law of the Banco Centra) de Chile). These polickes are in sccordasce with geoerally
accepted acivunting princples, except for the exchange rates used, s explained i bl below,

In adidition B0 paesenting the Hank's hmancial position, the balince sheer saises in the seopomic analysis of the operatioes
by identifying clearly whetber the aperations are underraken with dosestic or overseas agents. In this manner, it is
possible o evaluate the participation of the Banco Cemtral de Chale in the domestic suppl of monetaey assets and credit
antd herw this atfects the Bank's ceeditos position ahroad. The economic concepts of international reserves and currency
ieeuince are this shown under Boerve Kasets and Reserve Lishilities and Currency lasued, respectively, 3

b} FOREIGH CURRENCY

Assets e Babilitics in foreign currency are rranshared inma Chilean pesos at the exchange rare refeered 1 in paragragh
one, Mumber 7 of Chapter T *General Prendsions”™ of Titke [ of the Compendive of Eules on [nsermational Exchange
delar scuenda, heseinafier “referential US dolfar®), Excepeed feom this policy ate the balinces of scoounts of trassaczions
that muss be settled a2 a different exchange rare, which is duly specified i the respective regulaions.

Assets and lishilitees expressed in sinted Chilean gold coins are valued on the basis of the averape London moening
qaotation of e "Gold Fiung” rate {US dollars per troy cencel, for all business din in the precediog gaarter, bes 10%.

$entlements of fareign currency other than the US dollar are made at the exchange rates given by the Superintendency
of Banks and Financial Instinnions, always bised on the referential U5 dollar exchange rare.

The man exchunge raves used ar vear-cnd are as follows:

{le Chalean pesns)

Aineed Chilean glﬂd colnd B8 RLD
U3 dollsr L34 BB
Pound seesling GT4.RED
[revtsche mark 302 b6
Specal deasing righes (31XR] G4 R0

€} SHARES AND CONTRIBUTIONS TO THE INTERAMERICAN DEVELOPMENT BAMK
[IDE) AND COMTRIBUTIONS TO THE INTERMNATIONAL MOMNETARY FUMND [IMF)

Shares psued by and contributions made to the Ineramerican Bevelepment Bank and contribistions made @ the
Inzernanionsl Moncraey Fund, both fos aceownt of ibe Chilean Treasury, are stated at cost of scquisition or costribution
plus restatements, where applacable.

108 shares and conzributions are showm ander Orber Oversess Assets. IMF costribugions are shown in Overseas Reerve

AsiEls

d) FINAMCIAL INVESTMEMNTS

Cherseas Finingial investments ane shown under Bserve Ames, and baseally iselide bonds il commercial icasrumends
rnzed by forelgn povermments, ovenicas mnstitutioes sod banks which are stated ot the cost or madoer value whichever is

lower. leerest receivable is shown in Other Overseas Asers.



) LOANS RECEIVABLE AND LIAEILITIES

Mem-indexed Josss receivable and Habalitics are sberen an cheir onginal value oc @ their laicst ronewal vabae, wath ehe
exception of commercial instruments and discounted motcs which are expecised ot their nominal manssity value. Indexed
loans recevable and Habilities inchade sccnoed Endexaiion at the halince sheet dage. and bilanees expresed B (e
currencses include their respective exchange adjusimscnts

Inteeess carned at year end on operatons with overscas residents is iscluded in Orber Ohverseas Assets and Other Cherseas
Lighilitics, Interest on iransactions with domestic residents i included im Domestic Assgts and Liabilizies.

Prepaid interest on lishilities is included in Other Asscts. Uncarned intereit on Joass receivable is included in Other
Lishilicies.

f) SUBORDIMATE DOBLIGATIONS OF FINAMCIAL INSTITUTIONS
The subordinste oblszations of Grincial institugions incheded in Domestic Awets (Mote &) comprise the balances of
repurchase obligmions included in the novation agreemend, indexed as of Decerber 51, 1995, inclading, therefore, the

outstarding balances of the pootions paid im cash and the portions. conatituted by notes of the Banco Ceneral, plus
cumulazive increases on the portions paid in cack which aie recorded a5 a credit 10 ircome as they are camed.

g) RESERVE FOR LOAN LOSSES

In 199%, the Bank has constituted reserves for doubaful debes in sccordance with Bourd Besolaiion 472 of December
1995, The caomulative reserves, asountiag o ChS 70,6841 million, are deducted from the comresponding assets

h] PREMISES AND EQUIPMENT

Premises snd equipment are sated a2 ooas plus price-bevel neststoments, net of secumulated depeecimion, in Crher Asaets.
Depreciation has been computed by wsing the siesight-line method over che estimated useful lives of the st

i) SEVERAMCE INDEMMNITIES

The scveranee indemnitics have been derermined based oo the present value method, comssdening an 8% annual isteres
rafe. The balance sheet imcludes st vear end an accrual Bor Chi 4.046.6 millios foe this concep

i} VACATIONS

The annisal oot of employee vacatss i reconded a5 &0 expense on the accruad hais

k) PRICE-LEVEL RESTATEMENT

Capiral and sesceves, premises and equipment and cenain other assets sl liabilities have been prce-lovel rotaead in
accordance with the chimge in the Chilean consumer-price index. The Chilean currency-denominated balances of the
income sracement, except for depreciation and ihe price-level restatemeni, have not been price-lovel rmtarnd

In 1he same manser, exchange dilferences on susens and liabalities denominated in foraign currency amd mdexaon ol
lzans amd Kabiligies are included n oporaring incame, as disinet froen the price-level restsement.



2. LOANS TO THE TREASURY, TO STATE-OWNED ENTITIES, TO BANCO DEL ESTADO
DE CHILE, TO COMMERCIAL BANKS, AND TO OTHER INSTITUTIONS

The toeall Balance of thise lsans, ams v to ChE 776,060 & million, inclides the {ollovwing irewactions:

i Millions of Chileas pesos)

Lsanis s the T TEAsUy 18, | e
Foceivahles from the Corparacica de Fomento de 1s Produccida (Corfo) (Moge 3) TOA4T.2
Credir lines o0 tespect of rescheduling of debus 1335850
Mosigage boan ponfolio siguiced ThYAS 4
Puzchase of Banco Central notes under resale agrecmsem 68,6511
Liguidity credic [ines &), 84,0
Loredit lines vo finance the sale of the morigage postfolio of the

MAsocacion Mecional de Ahormo v Préstamoe (ANAP) B1,505.1
Credin lines of ntesmational arganiration programs 45 4055
Credat lines for deposits {Resolwicn 1685) 17,6417
Cajs Ceneeal de Aharra v Pristamo and Asociscida Macsonal de Aharro

¥ Peéstama [ANAP) (Moge 4) M8 6784
Cher 13, 828.7
Tocd 6 060.8

3. LOANS DUE FROM THE CORPORACION DE FOMENTO DE LA PRODUCCION

The balanee reocveabile from the Corporscion de Fomento de Ly Peodsccida (DOBFO) detives fram the pronisions in Law
18400 of 1985, s amended, and feom Law 18577 of I‘.l"'r._]'l:,"nhrch the Banco Central de Chale sodd to CORFO finsscial
wrtitution ki m order to Bnance the ACduIsiieon, |1:. third pamics of shares of sisch finasscial insicumos,

CORIFO serves. its debe by tranaferring the amcmanis it collecs from the sharcholders freem the trassder of skares of the
relived hmancia insngursons, Ar Deccmber 31, 1999, the balance recervable from CORPO amounted 1o ChS 706472

mallion and = included as *Loans po State-Ormed Entities.”

In accondance with Amiche 13 of Law 18401, the differences chat are not recovered as a result of discounts granted to the
sharcheddess, wp o UF 13 million, wall b covered by the Treasury (Mate 5) by futare transferences, which st December
81, 1995 smounted 1o Chs 127,265 8 million, equivalent to UF 10.2 million. On the bais of informagion currenly
walible rlll.' !-rFJ'. fmiairmain s l.lEI!.hII.'.'I.'\-\.I ull‘li., T 10 04T Lh'\-l:lql'l[p

4. CAJA CENTRAL DE AHORROS ¥ PRESTAMDS AND
ASOCIACION MACIOMNAL DE AHORRO ¥ PRESTAMO

Pareaang po Lyw 18900 of Janwary 16, 1990, the legal extsence of the Cajs Ceneral de Ahoeros y Pristamos and the
wthonizalea for the cxttende of the Asoiscedn MNaziona de ﬂ.hwru:r Pecsramo woie efminatod. Th:lwmbhhﬁl
the ligusdacion of ikeir respective net assets. The biquidaion is awaiting fimal appeoval

les scenedince with Anicle 5 of this liw, che lisbdnies of the Cajs Cenaral and the Azociscidn WNaconal which are st
|_|I'.|_'r|_'|_| |'\-'. |"'_' alpas -_'-_'.!'- = |:'1-\;|r ||q.||.|.||‘.||un '||.'||| |:-|.' mct [EN |.]'|.|!|¢i|'||¢ |]'|1_' r.|..||_|;t|.;|] b'll’l.lﬂﬂ. |.|1 mdmrewﬂ -'I.Iﬁd!.z' l:‘
Decree Law 1263 of 1973

Ar Decembser 31, 1995, the amosm owed 1o the Banco Cemird for the ligaidation of thee onginics, inghading H'I.'I"I-H.'l:l_

mderest, amounded o Chi 2086754 sallion, and is ingluded i Loans to Crher Inscitucions.




5. TREASURY TRAMSFEREMCES
Ulndes this heading are bisted ibe [ollowing nems:

[Millions of Chalean pesos)

Treasury promissory nodes (Law 15B6TH HH 8L 1L
Treasury promissory nedes (Law 157681 3006564 4
Treasury teansferences [Law 13401} 127, 2% 8
Toed i-.-!r&{:l..lfh'.ll.-_l

a] TREASURY PROMISSORY MOTES (LAW TB267T)

In sccordance with Law 18367 of December 2, 1983, the Treasury transferred Chs. 100,000 millios 1o the Banca Central
de Chile by isuing 40 Treatury promissory sotes with 2 X.year temm, stated in indexed units (UF), with an annual
capitalizable interest rase of 1%, with semisnaual amostizations, and a fve-year grace perind.

b) TREASURY PROMISSORY NOTES [LAW 18768)

This iters coseciponds to promizony noses denceninssed and payable im US dollars which accrue interesz o1 an annual rate
of LIBOE plas 0.5, of which 2% & payable semiannwally sed the balince is capitalirable. The list installmnens manares on
Drecemiber 13, 2014,

¢} TREASURY TRAMSFERENCES [LAW 134017)

Thi fiem shows the dscounts granted v those shereholders benefited by the mentioned liw which are o be spplied to
the maximi=n of UF 15 million sniputated s Article 13 af this laee (Mo 51

Im accordance with the biw, these Treasury transferences will be complered over 1 period not cxceeding 30 vears, with a
ten:year grace period, starting from the delinite derermination of the fofal amoant.

6. SUBORDINATE OELIGATIONS OF FINANCIAL INSTITUTIONS

At December 31, 1995, frve privace banks mastain subordinate oblSgaicss wich the Banco Central de Chile, whach denve
from the application of Law 18401, which granted the banks that had sold to the Banco Cenral (Resodutices 1430 and
1555, a5 amended) o portion of their loan portfolios undér repurchase agreements, the option of novating all the
obligations pesslting from such loan porfolio sale and purchmse agreements. The suboedinate obligations are o be
amoatized by the debtor banks wath thar surpluses, and have no Bxed maturicy dite.

O July 29, 1995 Law 19396, was published in the Official Gazene. This Lew defines 2 new trestment for these
subardinae ohligations. The law stares chat the Banco Central de Chile and the banks wmb cutitanding suboedinare
oblipstions shall be entitled to modify, upon agreement, the payment conditions for such obligations, in accordance wirh
said low and with the Banco Central de Chile's Board's inerrnctions mling the execution of sajd law

The new b provides an option for the banks with subordinae obligacions to negotuse the payment terms. It also
provides for 3 maximum 40.year payment term through annual installments and stanes that the snnual surplos must still be
allocated to pay the subordinate ohligations. In those casts where the surplus does not cover the annual installsrens, funds
will b raised thacagh the subscription and payment of preference shares, The Banco Central will receive as payment the
issued. not subscribed shares secded co cover the halance of the annieal installment

The deadline for I:I'EI'IEEIUI'IH from the provisions ol this liw CEPENGE 1A _r|I|:| 199 in the case of IEETRET of [inancial
Ensticuticers or of socal scquisnion of 3 bank's swety theosgh the sismption of liabilises, the deadline will be extended tor
an addisonal 360-day term. Currenaly, the Banco Cenaeal is @ che process of siudying with some debitor banks, the
" modification of the 1erms of thess subordinate obligations



7. OTHER OVERSEAS LIARILITIES
Loans snd Other Lishilsiies includs:

i Millicers of Chilean pesos)
Credit sgreemenis for 1953, 1984 and

1985 to grami “mew money” louns 427 5909
Reschedubing of forcipn deba froas

19831954, 1985 1957 and 19K8. 1991 XX 008 &
Agency Eoe Iaeenarional Develapment eredic 15059
Chher liabilines 190.2
Tatal &8 T5I.6

8. DEPOSITS AND OBLIGATIONS

Ciiher Diepasits and Obligations include:
(Millioers of Chalean peics)

Eeseive J:[u:ruu |Resoluwion 145) 18,783
Banca del Eatado de Chale d:pi.mh- 100,045 1
Foreipn: cunrency ourrent accouncs 141,115.3
Farclgn-cunieney deposits (Resobatbans 1637 and 1686 14,806.2
Mandatory deposits on overseas credits B68,055.0
(khee deposits sand abligartions 195389
Togal : (62, 287.0

9. CLASSIFICATION OF THE INSTRUMENTS ISSUED BY THE EANCO CENTRAL DE
CHILE AT DECEMBER 31, 1995 BY THE PERIOD REMAINING TO MATURITY

‘,
Pl e i : !
Disromstsble prositiory ecses o the Banns Coatral (ROC) LR L w (T a4 LAen
Beeved promisony patm 20 e uid i posgons (FRC) WRID ML TR LAY RAMLART ATl
Badeal promsibom poe wirk Moo mienes e [FTFD 1AM (K711 OLIEk| reh L] Al 1,118
Pooeusry sofd rmimed| for cackasyge rate diifreanial Aty B0l (1840 1345 et Han
Foomnsary notm ivvaed for okt of portich (Reichaien 1VH] 90001 EENLE B 11713 (1] oy
Py e el o it peti 1) ) o TR T TR 1]
aarumrany seend o resbelakag o ki defis Whagom KIX g

of the Lompendas of Babr o | | Euchinge] 1514 HE (1] ARETE L HLM / i_ﬁ'.ﬂﬂ
Fuvminsery hot i parthons ol Iappag o %1 T I LT i FTR T
b promiiscey st of et Busco Creerad (FREC 15778012 i {1 Sy 1 R '. JEEF
omsecal st fhos srdspomunon o enreredt debs BETA O RMIT. LZASA O Z0eR L IMMEE . MASTL
Foominary nctos starod i indered st L) (Kesobution 1361 04T 0 0l L LR o
CormiSrane of deperat ruprond i 1% dollis (Bsdatess, 16 L1 L] L] I L !If-*ﬂi

5 o Y SR

These amioants. include inrerer and indexation sconeed @ Decomber 51, 1995



10. CAPITAL AND RESERVES

The changes in Capical sed Reserves were as folbows:
[4killions of Chilesn pesos)

Deficit for
Capiral the vear Taral
Balences, at January 1, 1995 EEE 574.3 (&R 07T 50 270,497 0
Abseaprion of 1594 defici (&0 077.5] HIEATT.S -
Momezary comection of capital FrOIRE . MOIEE
Deleciz Foe the year (¥, 167 .61 (7,167 .61
Balanges, a1 December 51, 1993 24158 [¥.167.6) 208 48T}

Pursuant to Article 77 of Law 18340 (Banco Ceniral de Chile Consmutionsd Organic Law], the deficit incanred in any year
will be ahsorbed by charging reserves. As there are 50 reserves and Lacking an expeess nake, the Board, in accordance with
Artscle 2 and the facultics confenred by Article 75 of 1the mentioned law, has determined thae the defic incurred in any
year will be absorbed by Bt charging resenves and any remaining deficit nor covered by reserves will be chaeged 1o paid-

&n capical

17. BALANCES IN FOREIGN CURRENCIES AND GOLD

Axters and lishdlniex demoaminazed in bareign currencies included i the balince abeet 80 December 10, 1999 sre s Bollows

(Millsons of US dallars)

ASSETS
OVERSEAS ASSETS 15,464.2
Heserve asseis 15,2683
Ohibser nvefscas anvicts 1945
DOMESTIC ASSETS T30S
Demeic boass AT E]
" (JTHER ASSETS 1280
Tedal assets 22,7317
LIABILITIES
OVERSEAS LIABILITIES 1,953
Feserve lishilities 259 4
(nber oversead liabalicics 19535
Allecsmion of special drawing rights &L 3
DOMESTIC LIABILITIES 48957
Dheposits and obligarions 4.855.7
OTHER LIABILITIES 1460
Teaal abilsties 10849

MET ASSETS 15,6965



12. CONTINGEMCIES AND RESPOMSIBILITIES

a) CONTINGEMCIES

1e Banco Cenrral de Chale B amvedved in sceme pending lowaans, the finad outcomes of which are not
The Banco Cenrsal de Chale | pendng 1 the finad of which are not eapocted to have a
mazchial effect an the fnancial statemenis

b) RESPOMNSIBILITIES

The Banco Cenrral de Chile 1s r|:1F-n.'|L:':||r for the run-:\u]:.' of securities owned by pension fund adminiserames srscusting
to Chs BR1Z.714.6 million ar December 31, 1995,

13. INCOME TAXES

Pursuasit b0 Doeree Lawe 534% of Apnl 24, 1950, the Banco Cenéral de Chile i exempt from income taes.

4. SUBSEQUENT EVENTS

U lanuary 8, 10, 22 and X5, 1996, (e Bank pre-paid Eoreign dett amoesting co USS 11227 million, coreaspeeding po
198Y, 1984 and 1985 “new ||||||:|_'!.r |imans el :mlll_‘dullﬁ'ﬁ of F’UF:IHI'I debs from 1983 pa 1991,

e Janwaey 07, 1990, 1be Tecasusy pee-paid Tecasery peomiiscey notcs (Law 1E0SS) poaalling LSS 2942 million,
carnesponding 1o the princpal of the promissory noces ssued in 1985, that mabured in 1997, and (o ingenest sccrued up to

[ Pre-pargment dute

Rt ag

CAMILO CAREASCO ALFONSD
General Manaper

H.i’jhﬁ'ﬂ l\. 7_

FRAMOCISOD GARCIA LETELIER
Accounting and Admanistratica Manager General doditor [Aetingh
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INDEFENDENT AUDITORS® REFORT

DEeLOITTE &
Toucne

To the Chairman and Members of the Board Banco Central de Chiles

We have audired the balance sheet of the Banco Central de Chile as of December 31, 1995 and
the related statement of income for the year then ended. These financial statements lincluding
the relared nutﬁl are the responsibility of the Bank's managefent. Our ﬁupm.ﬂbiln}- i 10

express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally aceepied in Chile.
Those standards require that we plan and perform the audin 1o obrain reasonable sssurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also inchsdes sssessing the accounting principles used and significant
estimates made by the Bank's management, o well s evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basss for our opimion.

The Banco Cenral de Chile prep:rﬁr:sﬁmr:u] statements in accordance with the accounting
policies issued by the Board, upon prior approval of the Snpumlmdmm de Bancos e
Instituciones Financierss (Law 18840), These policies are in conformity with accounting

principles generally accepted in Chile, except hm:m“mmmmm
currency assets and liabilities (Notes 1a and b).

In our opinion, the above mentioned financial statements pruuufuﬂ;r m:ﬂ.nmﬂﬂ.'ﬁhﬁpﬂ!!
the financial position of the Banco Central de Chile at December 31, 1995 and the res

aperations for the vear then ended in cmﬁmmrywﬂ'l Ihtl CoH II i e 3 "
Note 1. L s e AR
The subordinate obligations of financial instinusions, d:m‘:ﬂ o ch
and sale of loan purlfulms (Mote 6, amount to ChS 1,839 .-,. mell 1,
The h:n:'n'..'cmhllll:,. of this amount is uncertain as it depends on utL ed by
the debror instititions or on the renegotiation nf:lahtmm:. hich might od wit lh
debror banks, pursuant to Law 19396, R L - :
b ;h“{:";..'r'r_'
January 29, 1996 S ey s
-l.-l".-. AT
Patricio Gonziler Greco Deloitte Touche

_International
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