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EVOLUTION OF CHILE'S ECONOMY DURING 1882
A. OVERVIEW

e Chilizan economy evoled Tavourabdy in 1982 with notabie product (GDP) growth, increased domestic
saving, higher real samings and improved amployment figures. Macroaconomic policy brought a 10.4%
increase in GOP, achieved through the gathering momentun of investment and’ continued  eapont
growih, whils pursuing the target of lower inflation sat up in 1990, In this way, consumear-prce inflation
(GPI rose 12.7% in the yedr, significantly lower than the 18.7% for 1991,

The skowedown n inflation may have been easier because of the real appraciation of the peso, D it
wiEs Lpheld by the ovenall coharancs of macroeconamic policy, and monatary and financial policy in particu-
far, which amed to keap expendiung in ne with domestic production and to maintain a walchil evs on
external francing. Thus, control of aggregate demand made i possible for lower costs of inputs and end
products, dug 10 the Sronger peso value, 10 be transtated into lower inflation and ot be counteractad by
inflationary pressures cheated by labour costs and by markated goods and sensces, .

The extracrdinary. macrogconomic conddions in 1892, among them  plentifl access o etemal
funding, mgroved exchange-rale condibons and under-explaited productine capacity and work fonca, aliwed
for a substantal non-inflationary expansion of spending and aggregate product of over 13% and 10%
respectively.

Despite these imvourable condiions, macroeconomic polcy was sef to avokd exaggerated or
unsustainabke expenditure growth. Interest rates on Banco Central papens were raised several imes, increasing
almast two percentage ponis in the year, and a signiicant kevel of pubkc saang was also achieved. This
poiicy of decelerating spending was refiecied i a lower rate of product growth in the fourth quares of 1992,
Bringing it bo a more sustainalbde long-termm level of growdh (Chart 1),

Domests production and demand wene mainly spumed By imestment spending and this was
refiected in increased gross fioed capital formation of over 205 and in wgorous Stock acoumulation, Imestment
growth culpaced its forecasts, both government and private ones, and this was also franclated into' greatar

economes growih

- "
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* Chart 1
QUARTERLY GOP EROWTH RATES
(Perceniage changes compared (o the same period of Ihe previous year)

A% N orecent vears, epons contmued o De one of the promenent connbutors 1o growth and
inCreased in volume by over 123% 0 1982, AL the sarme ime, mpons wena Strong, intreasing by over 25% in
real terms, due 1o expenditure growth and to ther relatively lower price. Said lower prices were caused by the
miid- 1281 fantf et and By the exchange Measures ntreduced in Janiary 1992 which were reflactad in & rea
appreciation of the markat exchange rate. Impord growth was a pre-armounced Laged of Goonomic policy,
baing a way of channeling foregn resouncas evaltabie for financing imesstment. For this neason, Macroeconomic
policy specifically aimed al complementing intemal saving with greater external saving and this showed up in
the fact that consamption increasad significantly but did not cutde the expansion of product and nationa
income. Consequently, intemal saving, &3 a proportion of nominal GOP, rose to 19.6%, ong of the Mmghest
levels reached in recent decades, and alowing 52% of the country's imvestrment io be financed by it5 own
FESOUNDES.

As regards the components of GDF, trade, transgodd and comimuncaions and consiruction wens
most dynamic with growth rates excesding 14%. Manufactuning industries also grew by a satistactory 12.2%,
Except for sluggish growth in mining. agrculture, ivestock and forestry, all other seciors grew kss than the
averans but ot ast 9%,

Employment, obvicusly closely linked 10 economic aciivity and increasad imesiment, also acheved




very satisfactory figures, 230,000 more pecgle werd emploved in 1962, which meant an increasa of 5.1%
between December 19971 and December 1882, whist average national Unemploymient, companed o 1291,
dropped 1.6 points 1o only 4.5% of the work force, Mominal eamings increasad as usual dntl August ot
dropped off 1owards theend of the yaar, Relping 1o reduce inflation, whilst average real eamings iNcrisased by
4.5% Chart 3,

flonetary policy aimed 1o reduce inflation and to channel expenditure and domestic demand i
accordance wilh the economy’s producing possibdies and with a rabonal use of aalabls medum- and
long-term extemnal financing. Paralel (o this am, inemal-debt plicy was purswed and intensified with the
object of improving the maturty profile of Banco Cendral promissony notes, To this end; the Banco Cantral
issued longer femm promissany nobes and affered them on the bages of bads which has aliowed the Bank: to
gradually lengihen the average term of its debt and also to give the market more 38y In detemmining 1he
temporary rarest-rate strutiurg, Itmust be understood, howeer, 1hal ths policy does nol aim 1o contrdl
agoregate spending but rather o lengihen the peniod over which Banco Central papers matune and thus to
[pronadie a more Stabie MONetary amironment ;

The Banco Central contrued ils exchandgd-raté pohcy of fnouning a rate cohanent wailh edemal

Charl 2
INDEX OF REAL WAGES
(Bage: December 1982 = 100)
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accounts stabiity, in the shor termn a3 well a5 in the medium and kong term. Analysis of frading trends, the
possibiites of access fo external fundng and the economy’s man exdemal nGcalons, as well as doge
monitoring of the market, led to the conclusion that the axchange rate was over-valued and Measures wire
taken in January 1992, These were a 5% revaluation of the referantal exchangs rate and widening the band
of the ficating ddillar exchange rate from 5% to £10%. The result was a higher market exchange rate,
although this was not constantly maintained throughoul the vaar and & times the Bank had to nervensa in

. In grder to make monetary policy and exchange pokcy more coherent, 8 senes of MEASUEs wang
introduced o ghve both policies grealer relative autonomy. Among them, resense requiremeants on fonsgn
credits wene raised and wene extended to affect forelgn-cumency deposits, and also the Banco Cenlral was
given the option of buying o seling foregn cumency within the floating exchange limits. Furthermore, the
dollar alone Bs yardstick for the value of the peso was replaced by a basket of curencies composed of the
Unitad States doliar, the Deutschmank and the Japanese yven. Ths allows Chiean monetary policy oreater
relative independence with respect to Unitad States polcy by inking it with the combsnation of United States,

Gamrman and Japaness monetary transactions.

Similarly, the policy of gradually easing restictions on cumency movements was contnued and meaasures

- wers taken tending to broaden the scope of.the exchange market, Among thesa MeasUes were reguiations

allowing Pension Fund Managing Entities (AFF) to camy oul investment abeoad for up to a maximum of 3% of

- the total amount of the Pension Fund, consicerable retaxation of the regulations for foreign investons subject

1o Chapter XD of the Cornpeandium of Rules on inemational Exchanga regarding capial and proft remiflances;

' increasing from 5% to 10% the proportion of expart retums free of the cbligation 1o be sokd on the formal

exchange market; simpification of the reguiations and procedures relating to commergial and financial
transactions abroad; ghing mora freedom 1o banking companies with regard to their foreign curmancy
fransactions and making the regulations on purchase, se, forwand deals and foreign-cumency SWaps more

fanibia,

The bouyancy of mpaons as compared 1o sqponts habved the vaue of the tracde sunius registened n

1991, which meant that ﬂ'ﬂhﬁj‘uanfp-aynmtamrrerﬂmm,ﬁmh hed closed with a surpius in 1581,

regsterad a deficit in 1992, equivalent 1o 1.7% of GDP. Despite this resulf, theinflux of net extemal funds
produced a' capital-account surplus thal exceeded the cument-account deficit, confirming an imporant stock
of intemational resenves that amounted to LSS 2370 mikon, in this way, Ghie’s net forelgn debd was further

rediced and, in mors genaral terms, the indicators of the country's exdemal sohency continued the favourabla
_trend of recent wears. This was reflected in part a1 least by Chile's qualfication by an important intemmatonal

risk assessor 45 the first Latin Amencan countny 1o reach "imestment grace”,

The satisfacton macroeconomic peformance achised in 159.‘&; was ned onky du to the constam and

]



cohirent monatary, exchange and fiscal polces pursued but overndingly to investment, and particulary
private-sector investment. Other advantagecus faclors were ampla ' productive capacity and favourable
conditions in both the labour market and the foreign-cumency market. However, these condiions ang Unkkety
o prewail and, if he country is not 1o kose B3 sirong foothoid, especially in tTenms of risng levels of saving and
invesiment, &l economic agents, and in particular B pubic sector and 1the Banco Cendral, musk ensune that

the process of sustaned growth continues within a sound framework and steadiy faling inflation. s




B. ECONOMIC ACTIVITY AND EMPLOYMENT

I 1982, vigorous aconomic activty browdght real GDF groweth of 1004% (measured at 1977 prices), wel
ahead of the 6% achieved in 1831 (Tabla 1). Qutput growth was sirdar 1o that shown By the Monthly
Indicator of Economc Actiity (IMACEC) which closad the yvaar 81 10,15,

§ Strong economic growih this year confirms the favourable trend of the Chisan aconcmy, pariculary
© | a&sregards faling inflation, increased employment and highar real eamings

. L1 U Just as in 1991, GDP growth was outpaced by real gross national income which reached 11.4%
L - ©  (7.1%in 1291} This is because net faclor income from the rest of the world increased proporionally less than
X GOP, maink: because of intemational interast-rate cuts. There was also an increass in curent fransfers and a
S o shght improvement in the tens of trade inda

- _B.1. DUTPUT BY SECTOR

Crwerall cutput growth was achieved by high or above-average growth rates in frede, transpor and
commumications, construction, manulaciunng, and sectricity, gas and water. However, ther highly posane
contribution was to some extent dampened by rather shapgsh growth in the agricultune, estock and forestry
sector (3.1%) and in mining (1.1%) (Table 2)

The strongest growth in 1992 was in the trade sector, which increased 14.3%, mainly based on
mmmmmam&eﬂaﬂ,mmtmdm-mmad indusirial goods.

g ol TWWMMWNME%EEEEMWa5mprmn:m5yea.rsb:.r
%ﬂfa-"-_i '_'mthmmmmdwmemmMW
'\ average increased at rates of over 19%.

4 ey Overall construction oitput grew 14.1% with rapid expansion of both housing and non-housing
construction. Althcugh below the seclor’s average, ivestment by public institutions viz, Metropoltan Water
© . Works SA, Ministry of Housing and Urbanisation, local govemment, the Regional Develgpment Fund and
1y athar simitar pubiic Instifutions made a signiicant contribution ta construction dessiopment.

i _L_H P d Manufactunng cutpat mainfained an upwand trend, reaching a 12.2% growth rate, through increased
'-'._f-'; ~ . demand both at home and abroad (manufaciured goods expons increased 37,5% in wolume in 1882). The
'_-Aa?‘#:' ris@ in demand could be met because national industres, paricularky thosa of shesl, housencid aecincal
SR appliances, paper, printing and others, have increased ther installed capacity in recent years. Thres impdanant

f'#_;_;-}"- " new woodpulp mils have started up (the extension to Arauco Il mil and two new mils, Santa Fe and Celiosa
5. .. 04l Pacico CELPAC), increasing this subsector's productive capacity by 125%. The manufactunng ssctor
b i mwal;:aprad with its increasad productive capacity and ofher favourable factors, such as good labour




redations and managenal Skil, o respond adequately 1o the surge in demand,

The biggest growth industies were: sugar (S5%); non-electrc machinery [49,1%); mathancl (41, Tl
canned fruit and vegetables (29.5%); metal products (23,3%); steel (19.8%); cement (19.7%): pulp and paper
(19.5%) other chemical protucts (18.8%), transport materials (16.4%); electrical machinery (15.2%) and glass
(14.7%5h. On the cther hand, cutput dropped by 4% of more in some industies such as textles and clothing.

The electricity, gas and water sector grew 9.8% mainly 1o supply the elactric power ﬁ&n‘a‘ﬂa:l oy
increased productve acinty esgecialy in manufacturing imdustiries,

Fishing registered a healthy growth rate of 9% entirely from catches within the 200 mie teriorial
weaters. Marine currants fsvoured recoveny of the shoals in northem waters and cateh volurnes have been very
satisfaciory. In the central regicn of the country, San Antonic is becoming a flourshing area of fishing sactor
development. Good market prices abroad also confributed 1o this sectar's resulis.

B.2. COMPOSITION OF EXPENDITURE

Strong growih ol imports, which reached 22.2% in real terms, alowed for rapid increasa of final
demand, so that aimost all its components grew faster than the GOP growth rate (Table 3). Gross foued capral
foemniation was the component of final demand with the highest growth rate, a 20.2% real increasa in the year,
which raised it as a proportion of GD® from 18.2% in 1991 to 19.8% in 1992, The high rate of gross fioed
capital formation was langely due 1o construction-sactor growth, as commentad in the prewous section B.1,
and ta investment in machinery and equipment which made an cutstanding real increase of 32% in the year
(Table 4),

In 19692, exports held ther steady upward trend, increasing, 12.3% in volume. Non-copper expors
sheawed strongest growth, 16.3%, with indusinal-goods exports reaching almost 30%.

Total consumption growth was 8,5%, rather high, although kower than procuct growth, | was due to
prvale consurmation increasng 1D1%mmmmaﬂ%ﬂﬁmnammmm
pubdic haath (9%).

Since consumplion growlh was relatively lower compared to' product and income growth, the national
gavings rate incragsed forthe second conseculig year, rﬁaﬂmg 19.6% of GOP al curent prices and 22.2%
of GOP in real terms (Tabls 4),

.
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B.3. EMPLOYMENT

Vigorous economic actity-and strong investment were refiected in a busy labour market. Average
matonal unemphoyrmeent dropped 1.6 parcentage points compared to 1991 and afacted 4.9% of the work
forca. This is one of the lowest jobless rates sinca reliable reconds have Bsen kept (Tablke & and Chart 3)

Furthermone, unampkoyment was reduced despile an imporant increase in the work force, which has
grown by 4.1% in 1882, This means that about 200,000 new people came into the job markiet, But this figure
wag nevertheless exceeded by the 233,000 new jobs availalhe, an increase of 5.1% i the yoar.

Charl 3
NATIDNAL UNEMPLOYMENT RATE
(Moving quarler u_all__uy




C. INFLATION AND WAGES

The sirong dowamaard momenbum 10 infiation continued throughout 1002 vwith successive [l in the
twethe-month rate of vanation of the main price indexes (Table 6). The hwehe-rmonth rale of consurner-price
nffabon reachod 12.7%, substantaly lower than the 18.7% and 27.3% registered at the end of 19971 and
1990 respectety. [Chart 4. Tweke-monih wholesake-price inflation showed a simiar faling tendency, Comng
ciown 10 8.9% in December 1992 from 16.5% and 25.7% at-the end.of 1981 and 1900 respecihel;.  These
riEgutts are vl walkin G tanged rates sat by the Govermment

The regiuction in inflation was sustained mainly because prudent and coherent macroeconomic policies
were appied after ihe tightening of monetary pobcy in 1990, These polices rmaragsd o restrain the upwand
pressuri on inflabon préevaient at the end of the '80s and later transform it into & dowmvard preseurs. The
considerable drop ininflation achieved in the first hall of 1992 was made easier by the aporeciation of the
peso that occumed following exchange measures intreducad in January and by mid-year the inSationary
downtum even alowed economic authorities 1o lower ther forecast of an annual inflation rate of 15% 1o 13%.

It st be emphasised that the Govemment's inflabion target could only have been met by constant
appiication of comect monetary and fiscal polcies. Tha rigorously tight monetary policy inthoduced in 1990,

Gharl 4
CONSUMER PRICE INDEX
(12-Monih percentage change)




and thaneafler cobarant monetary and fiscal conduction, alicwed the anti-inflationany trand to foursh in 1281,
From then on the impact of these polces was passed on to prices and salaries. Throughou! 1987 and 1992
_ﬂu@nﬁnwmmwmmﬂummarﬂﬂmmb&amutﬂeuﬂhmsmw
EX0ANSIon envisaged.

L Restrictive adiestmant 1o aggragate demand and fiesbikty of the work supply conributed 1o achiewng
a balancad labour market and confident expactations of inflation remaining kow. These were essential 1o keep
mmnﬁﬁmﬂew:ﬂamlﬁgﬂw, in fact, the labour markat respondad wal 1o tha

;. macroeconomic policies apphed and contnbuted dirgctly to curbing price nses. Initial real wage rises agreed in
~ collective bargaining, that is, increases over and above past-inflation adustments, reached on average 2.6

" percentage points (Tabke 8). As average productivity growth outpaced nital wage rises, the ncrease in uni

T h labour costs was less than past inflation, 1mﬁmmMmmmnnﬂmhﬂaﬂdm!hﬁm!m MESing

. real eamings.

i
Fuﬂmmﬁ.ﬂmhmw contracts. past inflation & index-hnked, the g tendency of maton,
allowing for a certain [ag, also slows down nominal eamings growth. As a result, twehe-maonth nominal
gamings grew more siowly In 1992, In December 1991, they had increased at a rate of 21.9% and by

e Dmﬂiﬂﬁ?ﬁq.-mdﬂﬁmdlnwmﬁmaj However, inflation fiell even faster and 50 thene was stil
mkmhﬂm#ﬂmmﬁﬂ%n1m$ﬂmmg1 to Decamber 1992 (Tabde 8,

5 Agan it can be clearly seen that the purchasing power of eamings depends less on nominal wage ncreases
~ and far more on a low rate of inflaticn.

'*.'- Feal appreciation of the peso, which occurned at the beginning of 1992 because of both current and
+foreseeabile external conditions and nof, as the Banco Central has repeatedly dsclamed, as an anti-inflationany
mﬂnﬂtpﬁsmnmm siowing thesr incréass, particuiady n the first half of 1992, The
* twelve month inflation rate fell from 18.7% in December 1991 to 14.5% in June 1982, However, in fhe second
+_hatf of the yesr, inflationary slowdown was less proncunced: the twahe-month inflation rate moved down
 from 14.5% in'June to 12.7% in December (Table 6. The diferent speed of faling inflation is parthy explained
. by a drop of 5.9% in the real exchangs rate from the second half of 1991 to the fiest nalf of 1992, whereas
r from the first 1o the second hat of 1952, it rose by 1% (Table 15).

Al * Analysis of sectoral inflation rates reveals that the tweke-maonth growth in prices of foodstuffs, housing
ﬂmmmﬁtﬂﬂ'ﬂtﬁmmﬂm&ﬁ Relatively subdued price growth in transpor and
MMMWMMNMHM sactor (Tabla 7).




D. MONETARY POLICY AND INTEREST RATES

D.1. MONETARY POLICY

In 19892, keeping 10 the same general ines as in recent years, monatary Poficy s aimed to moderats
aggregate expendiure growth by using tha interest rates on Banco Central instruments 1o influence market :
interest rates and, in tum, domestic demand. For several reasons, akeady discussed in previous buleting and
annual reports of the Banco Central, this framework for mmmmbmﬂmﬁ
applying quantitative targets to credits or 1o menatany agoregates.

Thee main instruments used in the pursuit of this objective have been S0-day Banco Central indesad
promissory notes (PREC) and'30-day discountabla promissory notes (PDBC). PREC have been offered at a
real fixed interest rale determned by the Banco Central and adiusted according to.cument macroecaonamic
conditicns. PDEC have usually been offered each Wednesday at a nominal infenest rate that the market vares
accordng 1o the Banco Central’s projected 30-day inflabion, Chilean economy’s indes-linkad system is widely
known and used, as wel as the relative importance of the Banco Centrals infemal debt in financial saving,
and thes has meant that control of real interest rates on Banco Central short-term papers has a great influence
.on-determining the real cost of credit in the economy. However, since Interest rates on Bancao Central long-
term papers are decided by bids, the market has acquired maore say in determining interest-rate struciure,

Folowing the tightening of monetary policy in 1890, it was eased in 1991 by successive redictions af
the interest rates on 90-day PRBC. Spending growth and econcmic acthvty began to- speed up again
foweards the end of 1591 Erdbeghnhgnﬂﬁiﬂ?,wﬁdﬂed!h&ﬁﬁmg‘&&aﬁmimhsmmﬂq&ﬂa
first rse was in March, when tha rate moved up from 4.7% t0.5.2%, The second rise was in August, bringing
the rate 1o 5.7% and the latest rise, which came into effect on November 2, brought it o B.5% (Tabla 10 and
Arnest 1), In this way, monetary policy has been the main channel for conducting spending and oulput
patential, which would net be 2o necessary if there were greater flexibilty in the handiing of short-term fiscal
oGy,

As s been customany in recant times, market interest rates - taking 80-day a&nd 365-gay transactions
b b inchcative of these rates -fmmmmmrm.mmmmwm
ntreduced (Chart 5). During the first quarter of 1992, the indexed rate on deposts reached 4.9% and in the
thiee following quarters of the year it was 5%, 5.3% and 5.8% respectively, while the lendng rate rosa from
7.9% in the first quarter to 8%, 8.1% and 8.6% in the other threa quarners. As can be seen, the average spread
wﬂﬂaen:almnmenmnmrmesmerumdm!maewﬂhaﬁwTr-snmm'ﬂddammh‘erad.mm
announced at the end of October in the amount of dormestic cumency required o the resenve, which made it
msﬁJUEmhapefwammeaﬁemmﬁmaMnﬁwmmwmmHmﬁenar-::l[:ha:tﬁj.

As menticoned abave, the Banco Central foces the interest rates on s short-term RrOMiSSony notes (30-
day PDBC and 90-day PABC) but longer-term rates are frealy defermined by the markst, During 1982, the
Bank put out to tender 365-day indexed promissory netes (PREC) and four- six- eight- and ten-year indexed
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promissory notes with paymeant in coupons (PRC) twice a week and in quotas, that is, a fived amount of each
instrument. The dealing rate accepted by the Bank was for the whole quota and no tender could be declared
woid fevany quota had 1o be accepled at'somse rate). Long-term quotas put out to tender have gradually led 1o
a lengthening of the maturity profile of the Bank's domestic debt which had prevously tended 10 concenrate
iry thi short fizrm,

D.2. EVOLUTION OF MONETARY AGGREGATES

Since, with-a policy based on inferest rates, money supply adiusts passively 10 demand, amy change in
whal delamminas the demand for money provokes changs in the amount of maney absgnaed. i Qenera
varations in the amount of money are determined by the level of economic activity, the cost of holding money
2 measwred by the nominal short-term inferest rate - and saasonal factors. In Chik, obsonsed manay - defined
as M1A - undergoes wide varalions i a short time. Incexed unit (LF) variation and the strong montiy
varations of the consumer-prce inflation index (CP), on the bass of which the LUF waue 13 caculated,
produce often quite brusgque changes in nominal shor-temn inferest rales and, corsequently, in the ros
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fnancial balances hekd, Despite the yo-yoing shor-temm money, knger-1amm awarages - as thay aven out the
nominal interest rate fluctuations - evohe mare in harmony with the overall tendency of - spending and
ECONCIMIC actiity.

Iy 1962, axtrome casas of short-term monsy's volatiity could be cbeenved. The heasbae-month varation
of this aggregate - which does away with ssasonal factors - reached an incredible 55.7% in March, more
tran double the taehve-month rate regestersd at the end of Januany. This phenomenon can be explained by
the negative UF variation from March 10 to April 9 caused by Februany's drop in consumar-prce inflation,
when the CPlwas -0.6% (Tablke 12 and Chart 7). The UF drop motvated private depositors to switch from
femn ceposits, forsign-cumency deposits and publkc documents fo cument-account deposits which had
suddenty become 1he most profitable imsestment opton: Motwithstanding thes graat twehaa=-montn. money
growth in March - and also in Apnl - inflationary pressures were not falt and, on the contrary, the inflation rate
ghowed a dedining tendency in 1992,

Except for the months of March and Apel, twebva-month vanations in money avoled in step with
BCONOMIC activly and in keeping with interest-rate changés with ragard to ther comesponding monthly valles




of 15991, On average, ther 1952 values wens Slighihy balow those of the prgviows year which, all elsa bsing
equal, imples an increase in the real amount of monsy.

IM1A"s bahaniour in the first quarter was affected by the negative LIF varation in March which produced
the 55.7% nominal twehe-month growth registered &t the end of that penod. By the end of June, annua
rmonalany expansasn had alneady falan to 43.5% which, although st high, i undarstandable n e ight of the
ks nominal ingerest rate inLJune 1992 companed 1o that of the prendous yaar, the uptum in economic acthdby
and prices and geen the monsy-maket adustiment’s charactenstic lag. By the end al the thiid quarter,
mominsl twelve-monih vanation was down 1o 29.1% and, finaly, in December 1o 26.4%, At wear-end, nomnal
monetary (M1A) grosih was fulty compatitle with real GOP growth of 100.4% and annual nfation of 12.7%,
ghnen a similar cost of holding money in Decemiber 19897 and Decemier 1952 (Tabke 12),

Ohsarvation of broader monetary aggregate’s behaviour provides addiional information on the influence
of menzst rates on money. M24a, which includes time deposits, and M7, which cormesponds 1o tofal financal
samving, both present steadier twelve-month vanations than M1A, afthough M24 also peaked in March and
Apdt bacausa it falt the impast of the substitubon of other fnancial saving componants, whereas M7 is not

similarty affected (Table 12 and Chart &) .
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Ease mondy evohved in 8 smiarway o M1A throughout 1932, excant for the months of karch, Apil
and December. Lke M1A, it showed a most unisual increasa in March and Aprdl, but far greater than the
nerEase i money, reachng & nomnal twehve-manth growth of 125.1% and 84% respectively, This was
because financial institutions, st as’ private non-financial agents had done, prefemed liquid assets in these
maonths and maintained abnomally high cash Dalances (these constitute reserves). Since Fabruary's CPI had
fakan i a negative varation this altemative was more enticing than Banco Central papers. Howeser, in
December, twehe-month base-mongy growih reached an all-yesr low and far lower than money growth.
This was dua 10 a particulady high leved in Decamber 1997 - which was transitony. and was reverted tha
foliowing month - and cannot thus be considered as marking a trand (Tabla 12).

Exchange operations in 1982 again contributed 0 increasing basa money, while inlemal credit had the
opposite effect, Howaver, except for the month of May, there was littie nesd for intervention since the LS
doltar remained almost all year within the established floating exchange band. Cansequently, TONEng Cumency
was purchased from banking institutions in much smaber amounts than in 1991, As in previous years,
whenevar imponant amounts wene generated by exchange fransactions and by intemal debt matunites, the
Banco Central nulified them by placing new promssory nodes. March was an exception dus to the mone
attractive opbion of holding bauid assets, as mentioned previously, which meant that when papers matuned
they were nol reneed and this produced Dase-money Bxpansion.
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E. EXCHANGE POLICY, BALANCE OF PAYMENTS AND EXTERNAL DEBT

IE.I. EXCHANGE POLICY

Curment exchange policy 8ims to keap the real exchangs rale steady and compatinis with the extemal
ermincnment in the medium temn. Real exchange rate stability i highly important 10 developing exponts, which
i5 a kay aspect of Chile’s growth strategy. The outgtanding development of the expon seclor is reflactad in
the value of goods exported which, between 1985 and 1992, increased from USE 3,800 milion to USE

10,000 rdlicon, non-copper goods leading the way with a mean annual growth rate of 17%

However, exchangs policy does nod pursus 1he am of an invariabls exchange rale, snce the evoiution
and long-tern tendency of the real exchangs rate, as with any other relative valae, is aMected by factors
beyond policy restraints. i is neither possible nor comenent for the Banco Central to constantly and
systemabcaly resisl he tencency imposed By ned cumancy flows and by the changing intematonal eoonomic
ervinonment. Mor is it ideal o aliow complete freedom since the exchange rate ofien changes abupthy. when
the marked cver-reacts 1o transitany stuations. The Banco Central must than infervens 1o avold such fuchsations
damaging domestic price stabilty and producing uncartainty and lack of confidence which would have
regative effects on inflation, trade fiows, investment and domestic output. Nonethaless, when stnuctiunal
changes take place in fonsgn cumency Supply and . demand the Banco Central must be aware of them and

fully assume its role in dealing with them .

Despie all the measures taken in 1991, the average bank exchange rate for the dollar (the observed
aollan) clung 1o the kower limit of the floating exchangea band and seemed destined o reman there, Towards
the and of 12891, with external accounts proving extracdinarily sound, it became increasingly evident that the
- fRciors axerting dowriward pressure on the axchange rate were undoubtedly structural changes,

In fact, in 1991, for the first time in 15 years, the balance of payments cument account regstered a
surplus; exdemal debt was reducad in both comparatve terms and absolute terms; Chile consolidated its
‘Bniry into voluntany cradit markets; and there was a favourable appraisal of the country's more permanent
extemal postion. The Banco Central responded in January 1982 by lowering the rederential dollar exchange
rate by 5%, widening the floating exchange band 1o £10%, and extending the resere requirerment on
extemial credits to the commercial banks” demand and time fonsgr-cumency deposits Annes 2}

Widening the band aimed to increase the market's role in determining exchange-rate panty, but
nevarthéless, in March 1992, it was decided that the Banco Central shoukd have a drty flaat option of buying
or seliing within the band whenever it considers that by doing so it can avoid undesirably sham exchanga-rate
fuciuations and kessen the effect of transitony factors on the dolar price,

4 When Linited States interest rales wene slashed, bringing them 1o a 30-vear low, the Banco Central
was. obiged 10 adapt the measures alrsady taken in order to face the new nemational situation. In May,
further measunras wene infroduced o make monetary and exchange policy more efiective. Among them were




maasures affacting reserve requirements. on foneign-curancy debt subscribed by banking companies but not
enterod under Chaplar XIV stipulations of the Compendium of Rules on Infemational Exchangs. The rasen
was increased from 207 10 30% and i was to be calculatad by counting consecutive days instead of bark
"warking days, Foreign-cumency deposit resenve requirements wene subject 10 the same ncrease and a credit
ine of bguidity in collars was established for banking companes 1o constitule the resenve. In the case of
axtarnal credits entaned Under Chapter X1V of the Compendium of Rules on Intemational Exchange, the 20%
reserve was mainiained but the tem of the resene was exdended from 90 days to.one year. Later, in August,
the regene requiament on thase credts was also increasad to 30% in ondér o bxing the cost of forsgn-
cumency financing in ine with the rse in domestic-cumency interes! rates that had been produced by the
a0 clay PREBC nierest-rate rise (Annex 2). ' :
Finally, on the last working day of October, 10 complete this series of monetary policy measures, the «
Counci of the Banco Central raisad the cost of financing the dollar reserve for credits entered under Chapler
XN stipuations fom LIBOF + 2.5% to LIBOR + 4% in onder 1o recuce the intenest rate diferential, Al the
sarni time, the daily maimun amaount of a cradit ine in dollars that banks can opt for was doubied (fom 2 1o
4 fimes the average fonegn cumency' stock registered in the preceding month) 5o that they can constitule their
resenve without having fo subscrbe any morns forsign debt. i

Closar integration of the Chiaan economy with infemational markiats was leading 1o an even tighter ink
between national monetary and exchange pobos and the nlemational nancial stuation 1o the point whene
the Councl of the Banco Central decided that the exchange ruling would have 10 be-modiied in order i
achieve greater relathe indapandence in handing s monetany polcy. Lip untl July B, 1882, Chilsan manetany
pokcy had been excessively dependent on that of the United States but the new exchangs rubng introduced
on that date lnked domestic monetary pobcy to the policies of the United States, Ganmany and Japan taken
together thus fresing the Chisan policy from a dependence on any one in paricular, In this way, The new
ruling sought to provide a more stable framework for exchange polcy, especaly in view of the 1932
expenence with Linded States interest rates,

Henoa, the vales of the Chikkan peso became inked 1o a baskel of cumencies composed of 50%:
Urited States doliars, 30% Deutschmarks and 20% Japanese yens. The weight of each cummency within the
basket i determined By the relatee importance of the diffenent nmmmm&ﬂa'smm.
This new exchange ruing means that the cost of external financing to the Chilaan economy is-nol that of only
one ol thesa three countries in particutar but a weightad average of alt three. Thus, the vanation of the pesa
1o the referantial dolar depands on domestic inflation, memabonal infation pertinent to Chie, end aiso on the
panty wanabions in intematonal markets of the thres cumencies in the basket.

During much of 1992, the pbserved dollar siaved above the lower level of the floating band and this
tendency was heightened in the months following application of the nenw exchangs ruling. In the rsi haf of
the year, the dolar hoverad at 1% to 1.5% above tha lower bmit, kn the foliowing months it rsa, espacially in

-



Septermber, when the observed exchange rate roached 7% hikgher than the lower it of the band: (Tabie 14
and Chart 3.
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The mean real exchange rate (eocluding Latin Amenca) was 7.3% lower in 1992 tham m 1991 (Chart 10
and Tabée 15), i shouk] be nated that in 1982 appreciation of The Chilsan peso was generally below that of
tha cumencias of othar countrias in tha region that also had strong forslgn-cumency infices (Chart 1), 11 can
thus be seen that the policies adopted by the Banco Ceniral were essential o avoid mone pronounced
epochance-rate fluctuabions  and 19 Keep the rate at an aporopiate kel

In 1952, tha Banco Cantral, following an what had already baen achieved in pravious years, adopiad
measures | detalled in Annex 2 towards a gradual opening up of the capital account, This sequence of
rmaasUnes tanding to mcresse captal mobity and 1o simpily axchandgs nuing have alowasd B formal and
informal exchandgs markets 1o maintain a small and stabke differantial, at the same time highlighting 1he degnes
of exchanaes frsedom that exisis in Chile. The preannounced targets of ghving more scope 1o the exchangs
market, openng up the capital market and simplhying ochange reguiabons dnk Bng gradually mel s the
Banco Cantral @ms to continue akong 1he same path
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~ E.2. BALANCE OF PAYMENTS

Provisional balance-of-payment figures register the year 13892 clsing with a cumend-acoount deficit of
arcund USE 580 milion and a capital-account surpius of aimaost USS 2,900 midkcn. The overal balance of
some LISE 2,500 million, rasulting from the net total of curant account, capital account and USSE 185 milion
for emors and omissions, brngs total intemational reserves to over LSS 9,000 mikion, equivalent 1o almost a
vear of goods imports (Tabke 16).

The cument account moved from a' surples of 0.5% of GDP n 1891 1o 8 defict of 1.5% of GOP in
1992, a satsfactory result for a developing economy that requires reasonable levels of extemal saving as
compiement to intemal saving in financing imvesiment,

The capiial-account surpls was higher than that of last vear. Most capital infliow was short temm,
particularty in’ commercial banking -limes,-However, it shouk] be bome o mind that an apprecable part of
short-temm Rowes were usad ta meal resense requirsmenis,

- E:2.1THE CURRENT AGCOUNT

The main reason for the curment-account deficit was a drop in the trade balance from LSS 1,578 milicn
in 1991 to LSS 748 milon in 1892, which was mainly due to rapid mport growth of 25.6% in the year,
cutpacing even the significant export growih of 118%. Mon-copper exponts grew maost Sirongly, increasing
IMEJEEW By 14. 8% whiks copper sales rosa 7 .4%. Goods expdeis as a whole amounied 1o a record
LESS 8,985 milion in 1922 (Table 17).

Faling copper prcas on intemational markets brought the average price in 1992 down to USS 1.04 per
pound as against USS 1.06'in 1987, Mevertheless, axport sales were substantially higher because of the

o 9.4% ncrease in volumes experted (Table 18] thanks to increased productive capacity a1 La Escondida mine
_'wﬁaﬁaﬂeﬂmbﬁgeﬁﬂaﬂmm&mwp&lﬂmm.

Non-copper expans in 1992 continued ther vigorous expansion bagun in 1986, reaching growth in
value of 14.8%. Pices wera shghihy iowver than last yesr but volumes expornted increazed 15.6%.  The value of

.. main or traditional non-Copper exponts grew 10.3%, whie the value of non-radiional exports grew 19.8%.

~ Among the traditional non-copper expors, bleached pulp and siver reached outstanding volume
growth of 125% and 68% respaectively. Pulp exporis boomed because two naw pulp mils, Celukosa odl
Facifico (CELPAC) and Forestal Santa Fe, started up at the end 'of 1891 and the CELCO mill exdension came
ik production in 1992, The big increase in volume of Sher exparts i marty dus 1o higher production at La

. Coipa ming. Other traddional exports that registenad important growih in volume wens aonies, Dears, pine
s, mohvbdaenum oxide and femomolybdeniunm,

8 |



Mon-traditional export growth of 18.8% was also primarily due o the greater volumes exporied.
Most nolable were the increases in sealood products (selmon, frout, sea-bass and cod, stearned and
presarvad shelfish and canned fish), agncultural products (dehydrated sweelcom and other vegetables,
frazen and sugar-frea fruit, canned tomato paste and juice, canned frult and fruit juice, boftled wine and in
bulk) and others, including cosmetics and perfurmes. confectionery, books and publications, and jewedry.

The recgvery in goods imports begun in the second quarter of 1981 continued and reached 25.6%
for 1932 as a whole. The pace of growth was quicker in the sacond and third quarers, 28.9% and 35.3%
respectiely, and eased in mmmwm1um.2%mMmmmm.mm
hand, with Bconomic recovery begun towards the end of 1990 and gathering rmomentum gver the next two
years, with product growth réaching 6% in 1991 and 10.4% in 1892. On the other hand, i'tma]mmunad
by this mecl- 1997 tanff cits and by real appreciation of domestic curency, particulary in 1992,

Moot growah was much more pronouncad in consumer goods and capial goods, 36.8% and 36 5%
up on 1991 respectively. Capal-goods imports had fallen off in 1801 &s large investment projects were
completad, but they Degan 1o recaver in the fourth quarter and continued mone vigarously throughout 1982
as imestment increased. Intermadiate-goods imports grew 16.7%, fusls and lubricants 7.7% (partly because
ol kvl Dicoas] and other impons 19.2% (Tabis 17),

The et serices and transfers balance closed withia USS 1,333 milkion defict, an improverment of LISS
100 millon on 'last year's bafance closura. The non-inancial senices balance was UISS B0 milion betier than
Rast vear Decause exports of these sendces grews mone than mpors (Tabie 19, Although uniatersl transhers”
show a greater net inflow of LSS 91 million, they were for the most part (USS 75 million] from faxes paid on
* - foregn ineestrment profit and dhadend remittances which ad conssderabhy ncreasad. [0 fact, these remitiances
amounied to USS B9S2 milkon, an increass of USS 250 milion, manly comesponding to DL 600 investment
remittances which increased LSS 212 milicn. Despite (e sasier faciitias granted for repatration of profis,
remittancas mada under Chapter XX of the Compendum of Rules on Intemational Exchange only increased
by LSS 17.5 milion. MNel infenest paid abroad fell because of low intemational inlenest rates, especially the
ccllar rate, MWcmﬁemuﬂmmlmeHWMMnumwmm
(Tabde 200,

E.2.2 THE CAPITAL ACCOUNT

in' 1942, net capial inflow from abroad amounted to LISS 2,897 milon, a significant increase over the -
presious vear, deming from net medium- and long-tem income, including forsgn imestrment, of LSS 1,231
milion and net short-term inflows of USS 1,666 million, Medium- and long-term captal inflows grew soma USS
200 million, while short-tem infliows, which had registerad a net outhow in 1991, increased almaost LSS 1,900

l\:
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millon (Table 16).

The incraasa in medium- and long-1arm capital inflows was largety due 10 nat foreign investment which
reached LISS 600 milion, Foreign investment totalling arcund LSS 1,000 milon was partly offsel by Chilean
mmm“mrammmnmﬂmmdmnmmUmuﬁmmm
(Tables 16 and 22). Amost all Chilean investment abroad was camed out through the informal axchange
markat acconding 1o the prossions of Aricle b in Chapler X1 of the Compendium of Buias on Intemational
Exchanoea and was mainhy in power industias and financal secions in Argenting and Unuoguay.

i Net direct foreign invesiment camied out under the provisions of DL B00 and  Chapter XIV of the
mmMmmmmmmwusmmmimmussm malkon, while
capital inflows from ADRs reached USS 282 milion (Tabke 21) with very commendabile perfornance by the
iskephone company, Compaia de Tekfonos de Chile, the main brewsry, Compaia de Ceneceras Uridas,

. and the electricity genarating company, Chilectra Generaciksn, Foreign capital entered under DL /600 mainhy
-mmdlumman-mﬂwmma:mHManmmaamgm]d&ms.

' Met inflows of medium- and kong-temn forgign credits reached LSS 800 milion of which almost 20%

ﬁmwwmmmlnmmﬂmmEMMUmm@MNm

The increass in short- e edemal-credit nflows was manly 1o Cover resene requremeants on fnegn:
cumency depasits and on foreign koans: to financs foregn frade, which grew 18% overal in the yvear, and for
exchangs movernents fakng acdvanages of W_Mi: and fonsgn intenast-ralo dfemential. Another Tactos
that contnbuted 1o this increase was the recovery of bank lings that had been abandoned in 1991 as a resulf
of the policy of reducing public-sactor shor-larn foregn debt (mainty CODELCO) and the privale-secionrs
partial replacement of extemal crecl ings by domestic bormowing in dolars to fnance foreign frade.

E.3. EXTERNAL DEBT

Chile's total extemnal debt by Decamber 31, 1092, amounted to USS 18,204 milion, LISE 1,788 milion

-, higher than in the previous December. However, the country’s net bomowing was reduced because resenags
» accumulabed during the same penod totalled LSS 2,370 milion (Table 23), The increase in extemal bomowing

stemmed from the LSS 273 milion risein medium: and long-tarm forsign detd and from the USS 1.515
milkon increase in short-tem debt (Table 24). Neverinelass, it should be rememberad that a substantial pant of
shori- termn extamal bomowing & counter-balanced by the foregr-Cumancy resere deposits.

‘



Medium- and long-term edamal debt increased a3 & resut of net credit inflows amounting to LISS 580
rfon and transter of loans from shor term 1o medium temn that totalled LSS 240 milion. This positve fiow
was partially offset by debt recuctions of USH 385 million, parity adiustrment worth LSS 130 millon: and
correction of balances that ameunted 1o USS 41 milion (Taoke 26). At the same fime, short-temn examal dabt
registergd net inflows of LSS 1,755 milion and transter of loans frome short 1o medium term of USS 240
o,

In 1992, public-sector external dabt was reduced by around USE 110 mikon whila the private secior
becarma further indebted by LSS 1,808 millon primanty in the fnancial sactor, which increased s indeblacngss
by LISE 1,458 milon of which LSS 1,339 millon comespondad to shor-term financing by way of bank ines.
The non-financial private sector borowed USS 439 milion: mone, mainly in medum-term Ioans for such
52C10rs a5 MFerg, DOWE MOUSEmEs and CommureCatons.

Mediurm- and kong-terrn debt with banks and multilateral financing organisations increased by LISS 389
rmilkon and LSS 272 milion respectively while with other creditors, particuiaty with uﬁmagaﬁaum it was
lowerad by LSS 103 million, All sho- :mmmmmmm

As presfously indicated, in the exdemal situation as a whole, extemnal-debt figures show a reduction of
Chile's nel indebtedness (defined as the kabites included in exiemal-debt figures less the Banco Central's
intermational reserves). Although the extemal deb! grew LSS 1,788 millon in 1922, stock of intemational
regarves reached LSS 2. 370 miton. Consequently, while external debt al the end of 1991 was 2.5 timas the
value of total mernalional resarees, by the and of 1902 it had fallen to onby taice ther value. Simiary, extermnal
debt’s, relative Importance in 1992 5 evidently less i its growth, of 10.9% is compared with GOP grenwth
which, maasured at curment dollar prices, amost doubied that percenage.  Lastly, confirming the trend of
recent years, the ratio of extemal debt 1o the value of goods and senices exports continued faling from 1,47
i 1981 to 1,45 n 1982 (Tabla 25).
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Tabila 1

QUARTERLY GROSS DOMESTIC PRODUCT
(Percentage changes compared 10 the same period of the previous yedr)

—— e e - - TEE R R fn s

Fanod GLUARTER YEAR
1 2 3 4 !
& T, ey
1985 28 0.4 14 43 Py |
i
1986 4.5 7.3 48 6.0 5.7 '
1987 85 43 52 5.0 57
1988 5. 6.4 84 BT 7.4
1980 2 k] 122 1003 7.6 10,0
1980 56 - 0.8 a2 a1 21,
1991 24 5.6 62 a4 6.0 ‘
1982 (°) a2 84 14.5 9.8 10.4 l

(') Provizional fiquees.

Sourcy; Banco Central de Ghile |
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Table 3

COMPONENTS OF GDP EXPENDITURE (1)

1980

COMSLIMPTION .5

Privale consumption 84

PERCEMNTAGE CHAMNGE FERCENTAGE OF GDF
1990 1991 1982 (2) 1989 1990 1981 1892 2)
oA L 9.5 ™A 753 0 14T 4.0
0.7 54 101 Gr0o 660 0 657 G54
Goanmement
consEnplion 0.8 1.6 a8 48 93 093 2.0 B.A
INVESTMENT 35 2.5 i 2 ;A 2080 200 230
Gross fixed capital
Tormation 208 6.8 1.0 202 186 18.5 182 198
Changes in inveniony - =[] 1.4 1.8 3.2
EXPOATS 15.7 7.6 128 123 204 3t0 330 325
IMPORTS 253 0.6 a5 222 g R L S i

!

e

(1} Cakculations based on Chisan pesos of 1977

(2} Provasional fgpures

Source: Banco Central de Chile

.
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Table 5

L

HATIONAL EMPLOYMENT AND UNEMPLOYMENT (*)

Cuarterly maing averages ending in the specified month /
(Thowsanids of persans) :
| Date _ . WORK FORCE EMPLOYED == UNEMPLOYED RATEQF |
Total “change | Tedal % change Tolal “Gchange LUNEMPLOYMENT
om previous on pravisus on previtug {
- period period period !
96T Avplagn 4,304 1.8 3,663 35 a0 -12.1 .l :
15988 Averagn 4,480 a8 &052 49 368 =832 B3
1905 Avbragn 4,554 4.0 4304 ¥ o) o B3
| 1980 Avarage 4672 I.F &£,350 .0 B0 33 B0
| 1651 Averaga 2,03 LB} 2474 oy 30 9.8 6.5
1582 Avedana 4 Ba4 .4 = 4.1 233 228 449
! 1881
| Januny 4 752 & 4 dE6 oo 266 12,8 =1
| Fabrny 4,749 4 4479 il | 270 1.7 T
| March 4788 04 4. 470 02 208 10.1 52
| Al 475 .7 4 838 A7 a4 .14 &3
| May 4674 a4 4376 1.4 e a1 65
Juine 4847 <0, 4,333 =10 14 ar 68
| Juby 4 67H o.r 4.332 00 oL 0.2 T4
ALgust 4,714 0B 4,361 0.7 52 18 'l"-il
| Esptembir 4,748 oa 4,382 LI 357 13 a3
| [mld s 4, 758 0.2 4 434 0T 334 -G .
| Movemner 4,778 0.4 4,473 1.1 ki | A5 a3
i Daoarminer 8, T 0.4 4 540 1.5 254 -18.2 53
f 1992
Janiang 4 B22 e 4,583 09 239 58 80
| Febiruany & Bk 05 4,613 LU £33 24 48 |
| hfarch EN ] Ei R 4 B0 403 240 | &0 i
| Aprd 4821 e i 4 800 00 221 i 4.5 |
| Wy 4, 75 1 1] 4 6T8 0.5 21 04 4.5 |
| Jung 4786 02 4552° 05 ZM- - 6l P
| by 4768 o 4,541 -3 248 5.1 5.1
| Hugust 4 819 i i =568 0.8 FauT 4.6 2 |-
| Sepbember 4 R0 0.4 4 581 04 244 0.3 53 I
| Cctobar 4,870 0.6 4,821 L i 1.2 51 |
Movaminer 4513 0.8 4877 1.2 238 e 48 |
Dacarmiper 4,980 1.6 4773 21 3 T 4.4
¥
r {7 Including popalation aged 15 and oeer,

Source: Natonal Buraau of Statistics (INE).
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 (Basec Apnl 1969 = 100) {Base: June 1962 = 100]
. Porcentage chasge inter - Percentage change.
: FIHH'II ' _‘IE'ITHH'I'HI Month 12-month
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Source: Mational Bureal of Statistics (BJE).

Table 7

CONSUMER PRICE INDEX
{Basa: Apeil 1963,= 100}

Dt ERERALL BADER R E i [=Ta 27 ] TRAMHERCHAT AND)

R COTHERS
ECAMAIRRCATIONS ;
Index Mhm' lndex !duql ¢ lmjex 'thll ledgn '.Ia-ﬂllll Badex 'r.:um‘ Indiex “ackangs
fi ] i n = in
12 moniks 1% manihs 12 monsig 12 b 1% moaths 12 monifs
1688 Decembar 958 12.7 G4 136 Sa86 128 6 166 - E B3 AT
1689 December 1165 214 1234 288 1128 193 1084 133 M98 - 1oa 187
190 December 14B3 273 1515 238 1460 284 V&4 1368 A58TF . 3T 14RS 328
1991 Deocember 1760 187 1838 278 1883 162 1508 225 - 1888 54 1724 189 °
19487 December 1983 127 2175 122 1538 128, 1684 11.5 1830 Ba 242 185
1891
Jamuary 1489 231 1502 X9 4¥E 280 1210 1168 1824, 258 1483 386
Felruang 149.1 233 1400 225 1804 | 288 188 1230 1815 " 238 1488 3x4
haarch 1508 239 1511 236 504 0 2340 84 4 183 220 1581 284
Apri 1536 248 1547 2500 151.1 220 1334 1787 1505 0 X032 1585 268
by 15756 243 1613 288 1548 - 235 1397 200 1810 088 1504 248
S W04 248 B6A 289 15589 232 1425 198 1618 A1 1818 248
Juiky 1633 246 1734 S04 1574 1A 1382 219 1BRD. 164, 1854 246
A st 1852 2548  1Me.e 282 1801 215 1399 RO 1R 151 1488 240
Sapbemibar rd 283 1812 251 181.0 6.6 1408 0.3 1635 68 16EH  F2E
Chciobor 1S A04 006238 182S¢ 52 1481 M 1648 43 170 227
it 173.8 4 196 247 1665 6.7 | 1489 .7 1662 45 1rhk2 M5
Dscsnibesr iTe.0 274 1908 279 1883 152 1508 3248 A9 G4 724 185
198
Januiary 1778 185 1956 302 184 14T 487 -22A - 1722 620 ITEE 183
Febinaryg 1768 186 1900 275 1724 146 1461 1A 1TRE  BE ITTS 1EE
bdarch 1780 180  EE0 M4 TG 153 1478 188 1VES 83 1es2 183
Agril 1804 174 18G4 228 1740 - 151 1BES5 173 14T U 86 1800 104
May 16823 158 1912 185 1775 147 1684 41 IT50 A7 1915 200
Jung 1836 145 1821 152 7A@ 147 817 130 17EE . 84 1825 188
Judy 1856 137" 1858 130 18000 143 1563 45 TTRE 1048 1835 AT.0
Ayt 1883 139 24 140 1829 43 1573 1240 1804 106 1948 1T
Seplembir 1926 15.1- 2098 158 1848 48 1613 145 G817 08 1908 105
Octoter 1954 13.4  2155+% 1319864 144 1ES3 118 180T - 08 1906 T3 |
hlavaminer 1982 140 2200 149 1887 184 1E98 140 1808 &7 M4 184 i
jega 27 2175 122 1808 128 1887 116 1AL B4  PMZT 1BS 't




Table 8

GENERAL INDEX OF WAGES
(Bagse: December 1982 = 104

1129
14a.r
1148
115.5
115.2
115:2
1156.6
114.7
11332
112.9
11245
1162

REAL

_ Percentage change
Monh 12-month Ao

23
{ L]
0.3
0.5
=11
0.5
1.2
1.0
1.8
04

25

1.0
1.5
.2
0.6
-0:3
0.1
0.3
-0l
b=

<13
33

4.3 {7
31 3
5.0 (2T
2702
19 (3

8.7
6.8
7.2
5.8
4.1
4.1
1.8
1.1
B
8.5
5.6
a7

14
28
3
45
32
4.8
1.5
1.5
4.4

i
-

3.z
as

1.4
a1
.8
3.0
3B
4.3
4.8
4.7
4.7
4.
4.5

= {1} MW thix ocumuiatig Fverage 1o such month and the cumulstieg sverage (0 1Fe sams month of the

Date NOMINAL
dex _ Percentage change
hdonth, 12-month . - Average
5 . n
1088 Averags 290.0 . 1.5 2 222
1085 Awerage 3458 . 25312 9.2
18600 Average 4438 . 338 12 28,4
16991 Avirage SRE.8 . 2182 T
1962 Avarage B840 - 17.1 (@) T
1981 -
Januany Eale 27 33,1 a3
[Pty Ba2e’ 02 3.0 @3.0
March BaTE 08 e 2.8
4 Agil 5447 143 ana &0
May 5524 1.4 A s
- Jura 5586 1.3 288 31.0
Judy ' se27 DS 26.2 0.3
August s 5838 02 24.4 205
. Soplembor 5817 - &1 26.8 20.2
5 Oclcbar Bog2 25 255 28.8
i " Morembse BOr. T 1.9 LB 283
* Doecomber . 6a0a A 219 277
o 1me2
© Janwany W BT 2 £1.1 1.1
Fetruary B4RE 09 214 21.5
March - B55.8., 08 220 21.7
Aprl BEBO 19 22,8 218
' May gr2a. 07 1.8 218
Juna . Brr.8 oF 211 218
Juiky G678 1.5 2.2 m.Aa
= At 6523 07 228 220
- Bepember 6887 - 08 2.1 .7
Cctober a8 1.2 1B.5 21.4
T Nowember 74T 11 178 21.0
Diecamiper TaEE. - 94 17.1 0.7
EHENHOLES aa,
r 2] Decamisar ta Decambar changs,
"~ Source: Natonal Buraau of Statistics (NE).




Takde 9

INITIAL REAL ADJUSTMENTS AGREED IN

COLLECTIVE NEGOTIATION
|Fercentage)

Period LNIONS OTHER GROUPS _ TOTAL ‘l
!

1900 |

Jameary-March 4.7 38 45 !

April-Jurie 38 <[} 19 :

July-Septemiber 4.1 2.1 36 ..

October-Decamber 3.2 D.afi. a1 |

189

January-darch , .4 B 32 ]

Agaril - S 24 4.3 28 |

July-Sepiamber 1.2 2.0 13

October-December 22 1.4 21 !
|

1952 |

Januarny-kanch 3.8 a3 3.3

April- Juna 2.0 28 2.1

July-Segtamber 2.3 22 23 !

October-Decemier 3.0 2.1 -3 Tt

— e el

Sowca: Dedgion of Labour, Ministry of Labour and Social Secunky.

l




Table 10

INTEREST RATES ON BANCO CENTRAL INSTRUMENTS

{Feal annual rabes)
Diaie ° PRBC . PRC
h-day 180-day A80-day d-year Goyuar
i F [}
18E8
January, 4 55 57 650
Apnl, 24 5.8 G0 6.4
Juma, T 6.3 a H
Saprlembsr, O 6.8 h : -
18980 J
Janary, & BT 8.9 i . e
° Jung, BT a.a j! ) . -
August, 17 a2 §" " : .
Ochobar, 31 7.2 5 ! .
Movermier, 27 6B 5 : ]
oo18E
dlanusry, 30 6.5 ! . .
Fabruary, 20 62 . E
March, 18 8.7 Z 61713
Mowvamber, 8 82 < 5843 - .
Decarmber, 23 47 - 5403 .- .
1882
" Jancany 47 . 293 &2 &)
Fabrany 4.7 . 5405 £9.3
barch 4.7 - 5.6 1% 6.1.(31 -
Apal - 52 1 5.6 1% 613 6.3 (3
- May 5.2 s L 8.5 (4 8.6 3
Juno 52 o 56 3 62 () Bad (3}
dudy 5.2 " 543 5.5 (3 B2 (3
© Agust 5287 2 5.8 31 6.2 (3 .5 11
Sapriembes 57 ' 62 3 7.3 [0 7419
Oiclober 5.7 y N | 7.0 (% 7.1 3
Iavember 8.5 4 s | .73 T8 (3
 Decembaor 6.5 1 FAC AL bl ! Far |
r} ;

: ’
(1) As from Apeil 9, 19682, the Banoo Ceniral agreas 10 accenl 350,000 UF im @ach tench
(21 Asinem July 28, 1982, tha Banco Conteal agroes 10 accept 300,000 UF i esch tender

B-year  18-year
[ {2
6.0
6.9
[BH)
o7
B4 G5
BT 67 @
G4 {3 64 (3
B3 B3[H
BAE - 855
faE FA R

7A@ A
LTE TS
7.4 (3 -T5 {3




Table 11

90 - TD 365 - DAY INDEXED INTEREST RATES
(Financial systern monthly sverages)

1887 Avarage 425
1088 Avarags 4 .57
1860 Averaga G.TE
1990 Avaraga ) o 48
1981 Averaga 543
VEHEZ AvEr g 5.25
19490

First qussster 11.E9
Second guarior 0,73
Third quarier a.63
Fourth uarter | 8.8
1991

Firgt quariir 501
Second quarkesr LY
Thicd quisrtes 24
Fourth gquarior 503
1982

AT Ry 451
Fsbwrisary ;5
karch 5.44
Agil 5,06
Moy 502
JLENg 5.00
Juy .04
Algusl 5.22
Seplermbar 581
LR hobesr 540
Il a0
Decarmbas 02

Scurce: Banco Ceniral e Chils,

Linane Spread
——— | |
i
L
.28 3.01 - 1
.42 3,05 ]
943 265 i
1328 382
B.A4T 3.04 !
B.13 288 1
K 5
|
1499 310
1478 4,08
1301 418
10,31 .03
00g 3.05
B.EQ b e |
.28 a0z
7.0 291
TEs 2a7
.63 283
229 2
221 315
785 2.83
a3 2.63 |
7.895 .02
B.02 . 280 |
8.1a 297 |
8.3 281
8.80 282
BTG 277
Bt )
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Table 13
COMPONENTS OF PRIVATE MONETARY AGGREGATES
MONTHLY AVERAGES :
{Bilkions of Chilean pesos) y
- - - - e i - -
[ DA DO Ahp .;imm — Treasury’  Credit Privabs sector
L] promisaony . bl foregnecunency
Cantml nibes: - dopasits
245 63 472,30 1.704.31 SAT.TS TRI0A5 10 88 S0, TR ;
54,00 4E8 67 1.731.32 BE2.74 1,856.23 1822 53300 STEIE.
5 ED $a%5.08 1.880.27 TRTT 230,59 1G98, S2481  SECPA
20580 S14.06 1.7 592,08 208 51 8.0 ] 508 0
20578 475 T 1,B22.77 BOT 40 1.857.85 1636 55 B Ol
280,03 4G0.85 1,943.48 £25.55 241 a7 1753 57795 GRD IR
25714 434105 Z,048 43 A8 B3 27a370 1783 532 B 581.56
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Table 15 LRl
| REALOBSERVED EXCHANGERATE
Base: average 1986 = 100)

» =
-, b

Date © o TOTALINDEX (1) .
Index - Change X s
Month  1Z-month

1068 Fves g
106D Average

" 100 Avenage ()
1001 Average ()
1852 Average |4)

1551 (4)

gesnagy

SEE

111.2
088

112.r

106+
B4

1143
1153

SR B )
= 1078
A4

1026
1025

o
B

103.0 05 :;_g' -
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CURRENT ACCOUNT

A, Trade Balance
1. Expoits FOB

Coppér

Mon-Coppes
2. imports FOB

Pairpleum

Hon-Pairoksm

B/ Mondinancal serices

. Financial sarices

. Transiers

W, CAPITAL ACCOUNT

Table 16

BALANCE OF PAYMENTS
[Milans of LS dollars)

15490

A Wodime and long-teem capital
1. Fanstgn innmstmant (1) g

a) [rrom abvoad

bl Abeoad

2. Laan dsbumamenis undse DL 6050
3! Dther dishursemerts
4, Loan répiyrmants

5. Ddhers (2)

"B EShon-teem capiial
1.ﬂmm'-gmmmmlim

"2 Oghers

e - e

I, ERRDAE AND DBLISSI0NS

. I¥. BALAMCE OF PAYBEMTE SURPLUS f DEFICIT

1273
B30
3705
4,515
-7 0aF

=H43
-6, 1594

1,811
15

3,069

2107
LO1S
102z

-G

1428
-1,1M

TESRpORBHcn 106 1Ne 5ams.

Source: Banco Cenbial oo Thiks,

e —— e e

151l

143

1,576
8,529
3BT
5,312

-7, 254

T35

6,614

%L
1,808
a0

Bi3

1.0
453
551

-5
454
1,152

-1, [0

24
-218
205

i)

282

1,238

1992

T4
B.886
3888
6,100

-8, 2T

-8, 444

1 B

431

&.@a7

1,231
&5
1,031
-4 25
A28
1376
1,195
34

1,856
1,558
110

185
2.4

Percentage
change (3)
1531 1992
238 -£2.5

75 11.8
4.7 7.4
17.7 14.8

4.5 2548

123 £ 6
[ 27T
1878

1, 2m
0.7 MG
=738 56,2

1.0 16,3
o 335
-f. 1 ar.2
1,202.7 ST
A4 2B 5
=133 195
A} 10.8
31 433
=3d.3

A7.T 101.8

[Z) - including reversion payment o 1957 relming. nanceng A Basing & sdomal assab vanaton
ﬁ] ol inckcated if the item changas from plus DD MemUs OF Woeversa

(1) Wnchuding irestmand funds, BDRE, Inflws kom Chapler XIX promisancy rales, credt coplakzaiion ard capstal

-
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Tabha 17

TRADE BALANCE
Iterm bilions of LS dollars Parcantage changes
1990 1991 1982 1501 1902
BALANCE OF TRADE
SURPLUS / DEFICIT 1,273 1,576 T49 23.8 “52.5
Tatal exports (FOE) 8,310 8,924 9,906 7.5 11.8
Copper 3,705 3617 3,886 AT T4
Mon-Coppier 4,515 5312 6,100 7.7 14.8
Other magor [7) 2,485 2,783 3,080 124 10.3
hon:traditional 2,040 2018 3,09 24 19.8
Tatal imports (FOB) 7.037 7.354 8,237 4.5 256
Tatal imports [CIF) 7678 8,084 10,929 5.4 25.1
Consumer goods 1,042 1,382 1,504 335 36.8
Inberrmediate goods 4,313 4. 662 54340 B.1 1B.7
Fugts . 1,129 1,034 1,114 -B.4 7.7
Cithars 3,184 J.627 4325 13.9 18.2
Capital goods 2322 2,041 2. THE 12,1 3.5

vl Inchedngiren, nitrate and iodina, sikver, gold one, Truits, fishmeal, sawnlumber, logs, planed wood, wood
pulp, methand, lithium carbonate, molvbdenum owode and romalybdenumn, gold medal and dore.

Sourca: Banco Central de Chila




Table 18

FOREIGN TRADE INDICATORS

I e S e

Price of copper LME (LSS}
Price of patroleurn (USS/harrel FOE)
LEBOR LSS (nomind)

Intemational inflation

* Tarms of frad indx

Todal goods
Todal non-copper and non-peatroleam goods

Tofad expiels
Parcentage changs in value
Parcanags change m phice [FOB)
Parcentage changé in volume

Perceniage chandgd in value
Pesceniage changi n price [FOB)
Perceniags Chardd i volinme

Perceniage changs n e
Percenlape changa in price (FOB)
Pierceniage changs in volurms

Goods imgons
Percenage change o value
Percenisgs change in price (CIF)
Percentags change in volume

. Source: Banco Caniral de Chile.

-

1980

e

1.210

218
B.8%
T.0%

0.857
0.885

2.8%
=2 8%
5.8%

-4.3%
-1 4%

11 2%
-1.0%
12.0%

T.5%
8.0%
-1.4%

1.0:43

18,2
a8%
3.2%

0.84A
Le1a

11.8%
1. 1%
13.1%

7485
-1 .8%
2.4%

14.8%
A e
15.6%

25.1%
0.0%
25.2%

m——
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Table 20

FINAMCIAL SERVICES
(Welbions of Lis dodars)

Ibgrm 1554 1941 19492 PET_E-'B!'IliII'_-II'! changa [*)
18e3 1992
- Bl
| IMNTEREST PAID 1,829 1,630 1.402 -10.9 14,0
{ Madium- and fang-term™ 1,483 1.340 1,208 -5 -0.8
! Short-tgrm 345 290 194 16.0 -33.1
i INTEREST RECEIVED 354 4T0 437 327 6.9
i
I
f PROFITS AND DIVIDENS -333 -643 -892 033 8.8
Cradis [recesad) = 2 o =125 123.8
i Dbl (peac) &35 Bd5 Eay 925 ag.1
i
|
; LEASING SERVICES 4 B 3 B5.7 -53.4
|
I TOTAL FINANCIAL
SERVICES 1,811 1,809 =1.860 0.1 2.8
Cradils A58 472 442 32.4 -B.3
| Debit= 2167 2,281 2302 52 0.9
1
{ (] Mot inckcated if the iberm changas from phus B0 minug O viceversa
|

| Sowca; Banco Central de Chila.
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Table 22

BROSS CAPITAL CONTRIBUTION ABROAD VIA CHAPTER XiI
(Thousands of US dollars]

——rerra

1
e

isar Authaonzed amaunl Ramitted amoun
(1)

1880 0,818 43,510

1881 10,348 21,730
1982 7.112 17,680 5
1583 71 a3 870 l
1504 258 10,540

1585 26 1680

1536 1,400 2,705

1987 2,500 6,915 {
1688 3,604 15,720 |
1889 g 40,561 9,780 I
1990 ; 33279 7,800

1991 18,470 107477 (2)
1992 38,2M 427 454 42)

~ {1} Only through th forrmal exchange markat.

2] In 1991 and 1982 includas USS B4.4 milion and USS 4183 millic respactively, ramitted through the
indcemal exchange markat, 5

Sowrce: Banco Central de Chia,
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| 1. Total bereign dubt {10« 111) (2)

| Pubhc sechor

| Private secty

| Privadi sschor with public

; quaranies 3

i il, Medivm- and lang-ierm
ireips dubt

| Putibe st

- Prevabo secice

Privaba secior with publc

guarantss (3

<1, Ssaei-lgem larwign
dabl
Pubic: sechor

Privarie gpcice
Pricala sacior with pobbc

Tablhe 24

FOREIGM DEBT
Mo of LIS dodars)

1866

faRs 1647 18E8
19,444 19500 19,208 17636
11,760 12394 13,128 11859
TETE - T,107 6080 5749
24010 3389 3252 2820
17,850 17,814 17191 15,452
10552 10,483 12078 11048
r0a8 6331 5116 - 4.404
1853 2896 . 2650 2080
1,784 1887 2017 2986
1,217 a911 1,053 841
ETT 16 Cafly 1,345
347 473 B02 TEN
1,088 1,38 1452 1332

. T T e & -

1] Prorisienal

Sounce: hucm:mm

B i et

1589

16,252
10,135
6117

1, GGT

13,279
8,083
4216

1,088

b |
1.072
1,901

1.268

155

17,425
9,727
¥ EaE

2,065

14,043

8,760
8,274

1,035

338

B56
24F

1,028

1,151

1981

16,418
B.TEd
T.853

1,794

14,217
8478
5,738

1.012

2189

1.914

AL

18,404
B 65
8551

14,480
&, 206
8,85

a1

34
4da
32885

T

tm o om o m——— 7 f

figuras, ;
) Balancens of Decembar 31 ol sach year, Based cn rel deburgements. Excluding debit owad bo tha IMF and ipesign
poeiTseCial cradi o janticipated fupar INComea and Pending IMEos Bayments).
B As from 1990 debt caed 1o IDB and IBRD corpspanding 10 peivabized companies [ENDESA, CHILECTRA and
Pehuenche) has been included as private sector debt with pubic guararee
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CHILEAN FOREIGN DEBT REDEEMED THROUGH CONVERSION
TRANSACTIONS RULED BY THE BANCO CENTRAL DE CHILE (1)

Capitakzation under
L 600 and others

Chagter XWil
Chapter XX

Portfiolio exchange

TOTAL

e = =

(1} Materiakzed ransactons. Foraign-debl securilies are taken ai ther isce value

1865 1886 1587 1988 1589
53.0 (3 ;E.E 1246 51.5 2.4
152 41006- GASA 9093 H10.3
423 235 T0r3 885G 13214
1.0 212 - LTl 18.7
BRT - 25589 4510 10260 10135
330.2

Takila 26

(Milions of Lis dofars)

983.5 1.978.7 29403 Z.767.3 1,095.7

(2} ncheding LSS 1008 mdlion capialized bedone 1985,

Source: Banco Central de Chite.

19580

15.9

5916

417.5

TOLT
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147.0

216

B389

BO7.5
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385.2

J85.2




ANNEX 1

MAIN MONETARY AND CREDIT MEASURES

Janvary 1992

Further to 1he tendenng of 1-yesr PRBC, 4-year PRG were ofiened for Dids.

February 1992

The mechanism for tenderng 1-year PRBC and 4-year PRT was medied: the Banco Central undertakes
10 accept, from among the bids olered, a minimnunm of 100,000 LFHWufaachmrnmtmﬂ'ﬂtm_
tencer shall be declared void,

Holders of Chapter XIX foregn-debt conversion promissory notes (PCO) were offered the option. of
swapning their rederential rate dolar-denaminated promessory notes for chsened rale doller-denominated
promissony nobes raving the same maturity and financial conditions as tha oniginal ones.

March 1992

The minmum woeh of bids 1o be accepted at each tender was n:masedtnﬁﬂﬂmmﬂyﬂ'm
and 250,000 UF (4-year PRC).

From March 31, the annual interest rabe at matunity on 90-day PRBC was raised from 4.7% 1o 5.2%.

April 1992

From Apnl 2, the Banco Central put out to tender ©-, 8- and 10-year PRC, as well as the 1-yaar PRBC
and the 4-yvear PRC, and agreed 1o accept bids on a minirmum of 100,000.UF worth at each tender.

Frem Apl 9, the Banco Central uncertakes 10 accept bids on 350,000 UF worth of 1-year PREC at sach
fenoer.

Tre ruling on the permitted differential between loans and depaosits of banks and financial instifutions n LUF
was superseded Dy & nitng on the dfferentia allowed in non-indexsed domestic curency fioans shall ba




nasither mone nor less than the denosits in over fwice the paid up capital and resenves of sach institution),
giving gresaber scope 1o the financal system.

May 1992

- From May 5. the Banco Cantral undertakes to-accept bids on 200,000 UF worh of &-, B and 10-year
PRC at each tendear.

June 1992

From June 16, the Banco Central underakes to accept bids an 275,000 UF worth of &-, 8- and 10-year
PR at each lender .

July 1892

From July 28, the Banco Central undertakes to accap! bids on 300,000 UF worth of 6-, 8- and 10-year
PRC at each tendar,

August 1992

= From August 19, the annual interest rate on 90-day PRBC was rased from 52% 10 5.7%.

Detober 1992

- Insurance companes were authonzed access to the pimary market to buy PREC, PRE and floating rate
prommssony notes (FTF) dinectly from the Banco Ceniral over the countes or By wiay of Badding.

- The Banco Central payment for the resense held for domestic cumency ime deposts was haked, kewise
- the payment for the technical resene,

= o From Novernber 2, the annual inferest rale on 90-day PREC was ragsed from 5.7% to B.5%.

‘
= il



ANNEX 2
MAIN EXCHANGE AND EXTERNAL TRADE MEASURES

January 1992

A masinum limit of 1.5% was 284 as the amount of any Pension Fund thal can be imesied in credit bils,
securities or commercial papers issued or guarartead by Torsgn states and foreign or international central
banks or banking institutions, approved by the Risk Classification Com©mission, that are traded daily on
imemational markets and 1hat meet with at least the mimmum requirements stipulated in the Ruling on
Persion Fund krestment Abroad.

- The referential dodlar exchange rale comesponding to January 23 was lewersd by 5%, wath no change -
bspirg mnacle B the wany in wiech said doliar vannes daty

From January 23, the ficating band for the referential dollar exdiange rate was widened from + 5% o+
10%.

From Janiary 23, the 20% reserve requirement imposed on extemnal credils was exdended 1o cover
commercial banks' Toreign currency demand and time deposits. This obligation shall be enfiorcad gradually
ChoEr S Momtns,

Febrwary 1992

The requirements to be met by imvestors subject to Article 11 bis of DL 600 sesking access 1o intemal
credits wans modfiod. Said Article of the ruling refers 1o foreign investment projacts totaling USS 50 milion
of more, The madmum amount of credit chtainable during the slart-up, development and operation of
these projects will Be up 10 25% of the forsgn mesiment aiready made. The same proporion of tha
refums should come under the general ruling on expons.

March 1992

The meedarnurn amaound of foresgn currancy that banking institutions can hold was doubled 5o 85 to gve
therm greater faxbdity in thesr exchage dealings.

The proportion of export retums free of the cbligation to be sold was raised from 5% to 10% wath & et of
LSS 5 rollian, A (e sarme e, 1 value af axport shipments al an occasional natune that ane exemgted




from the retum obligation was raised from LSS 1,000 1o USS 2,000,

Purchase of foreign cumancy for paying certain sendces abroad and other personal outfiows including
travel alowances was considerably simpified. Travelers ane now parmitted USS 3,000 each for trawel 10
Latin American countries and LSS 5000 each for travel 1o the rest of the world.

= Undér carain condtions, foreign curmency can now be acquired in atvance in cases where fomesgn- ;
peyment commitrnents exast for debbs duly registerad with the Banca Canral,

The Banco Central was given the option of buying or saling foreign cumency within the floating exchangs
brmits when it considers that by doing 30 & can avord uncesrably sharp exchange-rate fluctuations.

- Siver (Troy ounce) was added as an accounting unit o register or determing exemal credit adjustment, at
the same time allowing thesea credits to be seniced by siver exports, prior (o the Banco Cantral granting
exempton from retum and bousdation cblgations.

April 1882

_ - The annual externalinflation rate used as the discount Ractor in the monthly referantial duﬂarprwngwas
reciucad from 249 o 1,295,

The: requirermeants. for access 1o intenal credits for investments under Article 11 bis of OL 600 weare
modfied. When the intemal credt used represents 2% or less of the effective forgign investment, the refum
ebigation stipulated in the genacal nung © waved.

May 1992

The necessany dispositions were added 1o Chapter X1V of the Compendium of Rules on Intermational
Exchange 1o enables residents in Chile 1o obtain foreign credit by way of salbng bonds abroad. Thosa who
issue bonds must give proof of sohvency classed as calegony A by the Pension Fund Managing Entities’
Risk Classification Commission,

Exchange and financial reguiations werne estabished 1o allow Pension Fund Managng Entities to camy out
imvesiment abroad pursuant to the ruling recently pubkshed by the Pension Fund Managing Entities'
Superintendancy. bvestment abroad may amount to the equivalent of 1.5% of the total value of the
Pension Fund,

' .



Foreign investors subjict to Chapter XIX stipulations of the Compencium of Rules on intemational Exchangs

were granted the option of remiting abroad the prafits from thelr investments sooner than was establishad -

in the general nding apphcable to date. They may acoept this atemative until Apdl 30, 1003

Requiations governing the resanve applied to forsign-cumency debt were modified as follows:

a. Inthe case of banlong companies, 1mﬂ%r&a&m&mmtmm&mﬂm%uﬂm -

af the résanve was changed from bank working days to consacutive days.

b, h'utr't.-cas&mar:tanalMnswammcmaWMWmmmﬁMm )

Intermational Exchange, all wane given a e of one yaar,
& credit ine of kauidity in LS dolars was established to be mwwmmmmwmmgn
reserae,  Each banking umhmmaﬂmﬂﬁmﬂﬂd&p&ﬂmﬁeﬂmmﬂﬁﬂtmtﬂﬂmm
twice the average exchangs hedd in the precading month).

Lirmits were: established to the sale of foreign-cumency deposils by banking institutions, which s requiated
by Chapter V.B.2 of the Compendium of Financial Reguiations. : 3

Jume 1982

From July 1, Chapsers 0.2, W.D2.1, MF, NF.1 and ME. 1 of the Compendium of Financial Reguiations.

refemng 1o Sources and Usas of Financal System Funds were revoked. Chapters VD2 and VD21
regulata, among other matters, the uses that financal institutions may give to foreign cumency avalable

through credits entered after January 31, 1983, Chapler MF and WF.1 refer to the Oses made of =
resolrces manty fom - capial entered under DL 600, Lasty, Chapter IVE.1 @mmmmﬁ i

purchases with repurchass agreamant.

July 1992

From July 6, the exchange nding was modified 5o as to ink the valus of the Chiean peso to that of a-

basket of cumences composed of 50% United States dollars, 30% Deutschmarks and 20% Japaness
vens, The waight of each curmency within the basket is 1o ba fed and it is determined by the relathe

imporance of the déferent monetary areas in Chia's international trade. The indial value of the exchanga

basket was fieed at 271.41 pesos. The basket's value will be adjusted daily according to. the vanation of -
mnmmxedmtlbﬂ.uacthredah;mMnfmmmhﬁnrlnnc:ﬂm.ﬂali-byﬂ‘ra m

Councl of the Banco Cantral &5 2.4%, Tﬁznﬂanstrﬂltl'rahaskst'sualﬂhihamnhm £




although the referential doliar value and its comesponding upper and lower lmits will only B Known Caily
according to the international values of the cumencies that make up the bashet.

-« I order 10 broaden the scope of the exchange market, banks were aliowed mors freedom in their foreign-
cumency arbitrage fransactions beng enabled to trade In vanous currencias with no set lmit and without
having 1o justify the transactions underaken with those Cumencies.

- The provisions of Titke |, Chapter Vil, of the Compendum of Rules on Intemational Exchange refemng 1o
_ foreign cumency purchase, saie, forward deals and swaps wene changed to make them more prachcal
and fiexdble. The new ruling takes effect as from August 3, 1882,

The provisions of Title I, Chapter XV, Letter I, of the Compendum of Rules on Intemational Exchange
mﬁmglubuﬂsaddﬁ:madmmmmmaﬂmtmmmthmﬁtwwnmm
solvency classad as category A by the Pension Fund Managing Entities’ Risk Classification Commission
and also that its shares may be acouired by Pension Funds.

August 1982

= The 20% reserve requirement imposed on external credis entered under Title |, Chapler XIV, of the
Compendium of Bulas on intemational Exchangs was rased 1o 30%.

-  Foreign investors subject to the provisions of Chapter XX of the Compendum of Rules on Intemational
Exchange were authorzed to repatriale capital and profits before the establshed time allowed upon
payment of a surn aguivalent 10 3% of the capital imested and sgning an agreement warang his night to
accuing foreign cumency on the formal exchange market,

As from October 1, the percentage of any Pension Fund that may be invested abroad was increased 10
the masdrmunm permitted by lew, that is, 1o 3% from 1.5%."

= Tha value of imports not requiing presentation of an import report 1o the Banoo Central was increasad 1o
a maodmam of LISE 100,000,

October 1992

= Chapters XIV and XXV of Titke | of the Compendium of Rules on Intemational Exchange were amended s0
as to aiow extermal credits to De oblamed by issung share-corwertible bonds abroad. This i a now
mechanism prowviding access to the intemational financial market by way of an equity-related instrument




ihat can be lssued in Chils in domestic cumancy, by the so-called praferantial offer, Ndﬂﬂﬂd.h'rl’ﬂﬂfﬂﬂ- -
calied intemational cifer. Under cerian crcumstances, ma1mmmmwm ‘

Chile using foreign cumency entered under Chapler X1V of the Compendium of Rules on intermational

Exchanges, can take advantage of the niing on ADRs in Chapter XX nfmﬂurwﬂmnlﬁ.iﬂaﬁ'f
Internaticnal Exchange once the bonds have been comverted into eharas. f 1 g

'l-

The daly maximum amaunt of amr.mmmmmmmmtm“mmmmnmmw-

fimes the “mean exchage held in the preceding month. ~ = - ;;r-."
AR

Tr-emm::anancngmmnmmWMWmemmmd?ﬂnH____

Compendium of Aules on Intemational Exchange was raised from LIBOR + 2.5% to LIBOR + 43,

The nng on access to internal credit for nvestmonts under Article 11 bis of DL B00 was changed. From =

now on, prcr to start-up of the project, there wil be no imit 1o the use of intamal credits noe wil the retum
obigation stipulated in the general nuling be applicable when intemal credit représents 5% or meuru

foreign investment made. F ol e "J.".' :

November 1992

The nuling that Soreign-cumency deposits mmmm-mmmwﬁmm s

loans and investmens in time deposits with the same indexation was revoked, From now: on, these -

fransactions come under 1he general restrant on fonsgn curency. which stipulates that mm:ﬂ -"-
between-foreign cumency loans and fonsgn- cumu&mswmmﬂmmumm
DlUS resanas,

December 1992

Fansign cumancy in banking institutons’ statement of income that & incomorated into the forsign-cumency :
rEsirs was ixemgted from the cbigation of being kousdated on the fomal market, mn'gmmm
Iy the Superintendency of Banks and Financial Institutions.

Payments (comesponding to the trade of goods and related senvicas and other imisibla costs) 1o countries ._*‘-
with which Chila has reciprocal loan agreements need no kanger ba mada :rrmgmmmm accounts hekd
in the Banco Ceniral 1o that effect. .

Chaplar 230 of Titke | of the Compandum of Fh.ﬂmmlmmw&mmmmm
changad 1o alow the date of the intermational offier of bonds abroad 1o be as cose as possible 1o tha data

of the preferential offer of shares in Chile, ' i

wn
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Rexucing the hierarchies that fettered the Bank's operation,

Promating barzental communication and interdepartmental workgroups by making the Bank's
onganisational structura maons flexiie.

Gradualy decentralising dection-making, giving more respansitiities 10 intermediate axecutives.
Replacing tracditional equipment by modem telecommumication and nfonmation SySiems.

Intreschucing afficiancy and peronmance assessment.

Sireamiining admiresiration by re-grouping units and siminating Unnecessan’ Ones.

Appiying staffing polcies geared to efficency and market forces.

Decentralising and dsagating out some of the Bank buznizss,

A restructuration of this scope inevitably requines stalf cut-backs and the Bank appraached this difficul
realty by implementing a special retirement plan that rewarded years of sendog and offened training and
suppont in finding new jobs,

Tirwe rrgin resulis of thes process during 1952 wand:

Bank stafl was reduced by a third,

. Thrae Divisionds wine done away with and ther essential functions were 1aken on by the remaning frue,
. Adminisirative restructuning lkeft 14 Management Areas instead of 18 and 49 depaniments and s8clions

instead of 96,

The representational offices in Mew York and Tokyo wene closed.,

Four regional offices were closed and the functions-of the remaining thres were re-defined,  Tha kegal and
institutional changes aleady menticned, &3 wel as the private banks® eficient coverage of the whole
country, made the Banco Cantral's presence unnecessary elsewhans,

Ther adjcining onganisabion char shows whal has been achieved by the modemisation process of the

Banco Cenfral .
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Balance Sheet

As of December 31, 1992
{(In millions of Chilean pesos)

ASSETS
CVERSEAS ASSETS

RESERVE ASSETS
Gold
Foreign cumancias
Special drawing rights holdings
IMF subscription. - -
Bonds, cartificales of deposit and others
Mutual loan agreaments
Orar

OTHER CVERSEAS ASSETS

- - Contributions made to other intemational organizations
Imlerest recanabe
Oz

DOMESTIC ASSETS

" POMESTIC LOARS

Fiscal loans

Loans to state-owned entites

- Loans to the Banco del Estado

 Loans to commencial Danks
Loans 1o other insiiutions
Treasury transferences (Laws 158,267 18201 and 18.768)
Financial institutions subordinate cbigations (Law 18,401)

OTHER ASSETS ACCOUNTS
Fieed assets

LIS dollars purchass with a resale commitrment
Othesr

i

TOTAL ASSETS
See accompanying notes 10 the financal statermants,

4,690,307 .0
242 7521
1,180,948.9
271.2

S8 4048
26868135
208,862 3
164.4

1294180
Tro222
E1,475.0

0.8

48,2131
1483622
118.099.0
6145289
209.308.7

3,230.879.2
1,581,414

18.280.2
2,706.1
116,178.2

4.819,725.0

5,920,633.5

144,165.5

10,684,524.0

n



CWERSEAS LIABILITIES
RESEAVE LIABILITIES
INIF Joans

hutual credit agreements
IMF deposits

GTFEHM‘EFEE#ELI#EJLI‘HES
Loans and other liabiltias
mmmww
Interest payakie
N.LﬂEMEHﬂFSFEGhﬂLMFﬂ-ﬁS
DOMESTIC LLABILITES '
CURRENCY ISSUED AND DEPOSITS )
Circulation
mmmwm
EEFtErrsmnmmmrSmWT
mmwm
MMMWEM%
be in Treasury

DEFICIT FOR THE YEAR
TOTAL LIABILITIES AND EQUITY




Statement of Income
For the year ended December 31, 1992
(In millions of Chilean pesos)

DPERATIMNG INCOME
Intenes] camed
Bestatemant gains on lbans
Incame froms price differences
Income on exchange
Cither operating income

DOPERATIMNG EXFEMNSES
Inferest expenses
Restatement losses on loans
COMIMIESIon expenses
Loss on price dfeonces
Loss on exchangs
Cther operating expenses

GROSS OPERATIMG INCOME

OTHER OPERATIONAL EXPENSES
Personmsl

Adrminisirathg Epenses
Cepreciation and amortization
Tames

INCOME BEFORE LOAMS WHITE-OFFS AND RESERVES
Loans write-offs and reserves (net reooveny)

NET OPERATING INCOME
MNON-OPERATING INCOME
Mon-OpErating income
Mon-operating expenses
INCOME BEFORE PRICE-LEVEL RESTATEMENT
PRICE-LEVEL RESTATEMEMNT

DERCIT FOR THE YEAR

Sea accompanying notes to the financal slabemants.

465.231.4
J63,501 .4
18,287.8
284 66553
1,874

" 4BO.R26.4

540.414.9
1.731.8
18,277 .3
59,7359
BE31

16,078.5
J3.266.5
1,483

371.5

11,395.4
[3FTB)

1.233.555.0

{1.204,817.4)

28,9076
[ 21.199.9)

T
152575

22,9952
11.017.6

.ma28
(EB8.763.6)

(34,750.8)




Motes to the Financial Stalements

1. SIGNIFICANT ACCOUNTING POLICIES APPLIED
A ) GEMERAL .

The financial stateménts have been prepared jn accordance with generally accépted accounting
principles and provisions isseed Dy the Board of the Bancao Central de Chile, as'stated by Law 18,840
(its Constitutional Qrganic Act), the latter subject o preévious clearance from the ELnﬁannl&ndumy DI‘
E.anlns and Financial Instiudians.

Such provisions are in accordance with generally accepted accounting pnnmplas emﬂpt I'i:H' ma

exchange rates used, as explainedin B}, below. . g

B ) EXCHANGE RATES

o

Assets and Habilites in foreign currency are transiated intp Chilean pesos, at the exchange rate refemed.
1o in paragraph one, Number 7 of Chapier | "General Provisions® of Title | of the Compeandium of Rules -

on International Exchange (dalar acuerdo, hereinater referential S dollar). Excepting tothis policy are
the balances of Exchange accounts, or the ones replacing them, corresponding to transaclions which,
according 1o current regulations, have o be settled at a different'exchange rate, duls.' specified in the,
respective dispositions.

Those assets and liabilties expressedin minfed Chilean gold coing ang valed on the basis of the Mrﬁﬂﬂ
London morning quataton of the "Gold Fixing” rale (LIS doltars per roy ounca) or all business ﬂﬂ:ﬂ i
the preceding quarer, less 10%

Settlernents of foreign exchange currency ather than the US dollar are made according 1o the exchange ,--
rates given by the Superimendency of Banks and Financial Institutions atways basad on the referential =

US dollar exchange rate.
The main rates used at the yvaar-end are as follows:

Chilean |
Minted Chilean gobd coins TB5.337 A
LIS dollar 422 920
Pound sterling 636,066
Deutsche mark EG1.659 A TR
Special drawing rights {SDR} 581.456 o A

Cy LOANS RECEINABLE AMD PAYABLE

Non-indexed loans and deposits dre shown at their original value or at their latest renewal value, withthe

exceptionof commercialinstruments and disgcountad notas which are expressed at their nominal marity
value, Indexed loans are shown wilh thelr corresponding accrued restalements at the Dalance shimet
data, and Ioans expressed in loneign currency include their respaclive exchange adjustments. :

.
|
— |

rl
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Accrued interest on loans recaivable and payable atthe balance shoet date is shown for residents abroad
under Other Ovarseas Assets and Other Overseas Liabilities respectively. Transactions carried out by
domestic residents are included in Domestic Aszats and Liabdikes.

Prepaid interast on bormowings is included under Other Assets Accoums. Unacerued inferest received
in advance on loans is included under Other Liatylity Accounts

D) PAST DUE LOANS RECEIVABLE

These ara shown under Other in Other Assets Accounts and include all those loans receivable which are
mare than 90 days pverdue. Foreign loans are translated into Chilean pesos at the rate of exchange
prevailing at the balance sheet date. Interest receivable on these loans and restatements, if apphicable,
are accounted for'up to the maturity date cnly

E) FINANCIAL INVESTMENTS

Overseas financial investments are shown under Reserve Assets, as Bonds, certificates of deposit and
others. and mainly inelude, bonds and commercial instruments issued by fareign govermments, overseas

institutions and banks, valued at costwhich is lower than market value. Interest receaivable is shown under
Diher Overseas Assels

' F) PROPERTY, PREMISES AND EQUIPMENT

These are shown under Other Assets Accounts, and are stated at cost, plus price-level restatements, net
of accumulaled depreciation. Depreciation has baen compuled by the straightline method over the
estimated useful lives of the assets. Uinder this heading are included sundry items which are subject to
bé sold, as result ofthe reorganization decided by the Banco Central de Chile.

G) EMPLOYEES SEVERANCE COMPENSATION

A provision for accrued severance compensation payable by the Bank as an acquired right of its staff
for past services, incase of retirement or dismissal, has been set up each year based on (e presen value
ofthe accrued cost, discounted at &n 8% annual interest rate. Inthis respect, these financial stalements
include accruals by $ 3,177.1 mallion (Note 7) and deferred expenses by £ 224.9 million, which are
included in Cihefunder Other Assels Accounts.

H) RESERVE FOR POSSIBLE LOAM LOSSES

Tha Bank, pursuant tothe powers of the Council, whsch are set outin Article 18, Number 9 of Law 18.840,

has made reserves in the vear for doubiful debls, under Resolution 2686 dated December 1992 of {he

Council. These provisions are included under Other Liability Accounis, and the resultant debit ta income
7ig ditaibed o Mate 7.

=
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[} INTERAMERICAN DEVELOPMENT BAMK (IDB) anHEs AHDGDHIHIEEH

INTERNATIONAL MONETARY FUND (IMF) mwmlﬂunms“ 1t ﬁ il
.-' \ -]

Shares and contributions made by the Chilean Treasury Inr'chEr I'ntﬁw Jalgy! 1-"
contribltions 1o the International Monetary Fund arg pru-smtad al acq G0
rastatements value, where aD.qu:Ehl'ﬂ '4' . "

A
_r el e 1 ¢

i
%

|08 shares and contributions are ﬂwn under Dﬂﬁrﬂvﬂmam
international organizations. B R

Contributions to the IMF in Bomestic and Imrmgn :*.urrmnl& are shown urly" !
as IMF subscnpbon. Shares amnd r:mmbu:m made to the IDB and' conl
c-m‘rsnderad investments, pursuant 1o Damaa Law 2 de 1&;'19 .

-

J;nEvENUEmuExPEmsEAch Y ’f”-t,;‘fil‘..
Revenues and expenses are accounied I'nrma-l‘: ac;-malﬂma.-a.' '11*::' e

Mon-Operating Income includes indemnities rwawadbﬂu:mm wchange tr.
racaver of the imvesiment in the Bance Nacional dn Cuba (Mote ?}nnd'l!u
1o financial institutions in liquidation. p B |

Hwanuaanuaxpma-unwnla dammlnatadndmmﬁcc re
represent am:ummamﬂs of mums mglshur&dalﬂudaulm

|_||L_

K)PRICE-LEVEL RESTATEMENT = 1*3],5}‘_. oy

The effect of price-level restatements of egquily, pmpmy pfméuQ. il '
liabilities, considering variations in the consumer price index during the
of Income under Price-Level Restatement and detailed in Note 6, Lik ' 5
assets and labilities denominated in r-nmgn currency, md reatamwﬁt
operating results. : j .
i i&_, cu
2. FINANCIAL auuuspm F‘nEsEmmml .Hi

The financial statements prusantaim toliows an muﬁu-anmu‘ﬂupihﬁ
mshitution’s accounting and financial -positian, atllumlmr _ ]
Bmﬁhuwmmuycleawummmmmamumm alwy
1nlhhnwmrmﬂuﬂspnﬂ}cupﬂhmmmmwmﬁﬂnmm
m&mm&mmmaﬁmtmmﬂﬂmﬂmmm ....,.F"'r




The economic concepts of international reserves and currency issuing are thus shown, under Reserve
Assets and Liabilities and Currency Issued respectively

3. DOMESTIC LOANS

The headings Loans to state-owned entities, Loans o the Banco del Estade. Loans to commercaal banks,
and Loans. 1o other institulions mainly include: credit lings in respect of reschaduling of debls for §
264 201 4 million; credit ines o international organizations’ programmes for 5 139, 180.8 malion; amourts
1o be recovered by the liqudation of the Caja Central de Ahorres y Préstamos and the Asociacién de
Ahorro y Fréstamo, for & 129,085.8 milkon, (Mote 14); receivables from the Corporacion de Foments de
la Froduccitn (Cordo), (Laws 18,401 and 18,57 7) for § 101,382.4 milkon; mortgage loans portfolio for
B9,445.6 million and credit ines in respect of deposils under Resolution 1,686 for $ 85.476.1 million

4. OTHER DVERSEAS LIABILITIES

Loans and ather Rabulities which are included under this heading mainly consist of credit agreaments of
the years 19683, 1984 and 1985 o grant new maney for $526,843.6 milkon: rascheduling of foreign debis
» years 1583 - 1884, 1985 - 1987 and 1988 = 1991, for $ 243,873, 1 million, credit from the Inter American

Development Bank (IDB) for § 48,650.4 million, and deposits of the Banco Exierior de Espafa SA.,
(Resolution 1,872) for £.22 483 .4 million.

5. DEPOEITES AND COMMITMENTS

The heading “Other Depasits and Commitments” mainly includes the following; reserve deposits
Resclution 143 and its amendments, by $ 319,183.2 milion; Banco del Estado de Chile deposits for §
166,082.1 million; forelgn-currency current accounts for £ 96,9971 million; foreign-currency deposits

under Resclutions 1,657 and 1,686 for § 70,874.2 million 'and shart-term certificates of deposit for $
4,017, 7 milion

6. PRICE-LEVEL RESTATEMENT

Price-lavel restatamant as indicated in Mote 1, letter K), resulted in a net debit 1o income of $ 68,763.6
millicn, as follows:

{In milligng of Chilean pesas)

j [(Credits)iDebis
Ecyuity 94,1150
. Propery, premeses and equipment [ 28464 )
Other assats [22.5050)
et charge 1o the results for the year _BaTE36

The change in the consumer price index amountead 10 14,0% dunng the year

'.
'\l\.l



7. RESERVES AND WRITE-OFF3

Detail of reserves included in Other Liability Accounts is the following

{In mullicns of Chilean pesos)

Loans 11.427.0
Severance compeansation 31711
Subardinate commitments SRE34.0
Cither 6035
Balance at 12.31.92 T3gMe

Leans wrile-0fs and resarves, inthe Incams Statemant, includes a delbif by $ 062 6 million, from resanas
congtituted in the year, and a credit by $ 16,220, 1 million, from the recovery of rasenes and write-offs from
prioe periods, which mainby includes recovenas from the Banco Macional de Cubg and fram flnarH:I!
institutions in liquidation, as explained below

In Septembear 1982, the Banco Central de Chile received the payment from the Banco Nacional de Cuba
far the amount of S Fr. 58,7 million, as a result of claims presented at British and Swiss cours to oblain
the devolution of a deposit by 5.Fr. 30,7 million deposited at the Union Bank of Eiwﬂerla.m:l on March 24,
1872, which had been reserved charging results. ’ ;

Of the amount received, S Fr.30.7 milkion (5 8,883.6 million) correspond 1o ihe recovery of resenes from
priof years and S Fr. 28.0 million (3 8,087 0 million) were crédited to Man-Oparating Incomea in the (ncome
Staterment. - Also, during the vear 5 4,563 .6 million ware receved as recovery ofiwritlen-off [oans o
financial insEutams in guckatson

8. EQUITY AND SURPLUS

Variations in equily during 19@12 are surr'rnanzed as 1l.'.\1|-l:l'|'.'5

{In millions of Chilean pesos)

Capital Surphusi{Daficit) Total
Balance at 01.01.92 5640154 82346 6722500
Destribution of 1981 surplus B.234.6 (8.234.8) =
Equity price-level restatement 84,1150 94,1150
Defcit for the year - (34, ?EI] B 1“34 750, E:I
Balance at 12.31.92 TE6, 365, [I (34, 750.8) Ta1.614.2

ﬁ




Inaccardance with Arficle S of the Constitulional Organic Act of the Central Bank of Chile the initial capatal
for the Bank was settled by $ 500,000 milion 1o be contributed according to Artiche 2 of the same Law.
The following is @ summary of the initial capital ag of December 31, 1992

{In millicns of Chilean pesos)

Capital under Article 5, Law 18,840 500,000.0
= Balances on 12.31.91: 433 2363
= Surplus for 1991 asigned o increase the

initial capital as per Council Resolution

188 of Januwary 16, 1992 B.234 6 441.470.9

Balance required

5B.529.1

The restatements of capital after December 8, 1980 comespond only to the price-level restatement of
initial paid-up capital, and therefore are not 1aken into account for the purposes of making up the'initial
capital.

9., LOANS TO BE COLLECTED FROM THE CORPORACION DE FOMENTO DE LA PRODUCCION
(CORFO), ACCORDING TO LAWS 18,401 AND 18,577

Pursuant to Law 18,401, published in the Official Gazette on January 26, 1985, and its amendmeants, the
Banco Ceniral de Chile granted Inans to CORFD for the purchase of shares of financial instiiutions on
behalf of third parties.

CORFD pays back its debt by transfarring amounts collecied from these sharehalders, net of discounts
grantedif paid timely. According to Article 13 of the above mentioned Law, the differances not recovered,
of up to 15 million indexed units (UF), will be covered by the Treasury to the Banco Central (Mote 13), by
mﬁ;ﬂ-ﬁ' of fulure transferences. As far as the information is currently available, this amount is considered
SUMICIEM.

On the other hand, purchase of shares of banco BHIF, by iis preferential shareholders, was financed
pursiant io Law 18 577 of Movember 29, 1986

Az of December31, 19392 the balance recavable from CORFO amownts to 5 101,382 4 million (equivalent
1o 10.7 million LIF) and 1he balance transterable by the Treasury amounts 1o 5 84,795.2 million (2 million
LIF).

10. PREFERENTIAL US DOLLARS

Resolutsons 1,466 dated September 3, 1982, 1,484 dated December 15, 1982; 1,556 dated February 22,

1884 and 1,657 dated June 27, 1985 of the Bank's Executive Committes, provided that cerain

commilments in foreign currencies or stipulated o be restated in foreign currency before August 6, 1982

may be repaid al a preferential axchange rate, the Banco Central bearing the diference batween this
* gxchange rate and the rate prevailing at the time of the repayman

S



The estimated exchange differential payabbe as of December 31, 1992, is fully providad for an H-QEIFEEIBI-B A I
amount of 5 2,740 3 million : 3 Lo
" I8 ._..-Il

11, FIMANCIAL INSTITUTIONS WITH SUBORDIMATE OBLIGATIONS (LAW 18.401) !j1 f;

'y o

Purguant o Resolution 1,953, daled August 16, 1988, and ihe prmr-mns (&' hrtﬂ:le 15 of Law 18,401 : g
ameanded by Artiche 3, latter d) of Law 18,818, for those banks and financial institutions which had sold. iy &
their loan portiolioin accordance with Resolutions 1,450 and 1 555 and their cormesponding amendments, §

and thareby had committad themsebves 1o repurchase the portfolio, the Baneo Central proviced the: Fe ¥
aption of novation for all the obl gah::unsresu.llngln:mthesatﬂaﬂnmﬂcdu}rﬂﬂmﬂhﬂﬂﬂaurﬂmiﬂrﬂﬂ which - | - 3
were substiluted by a subordinate cbligabion thus stipulated in a novation agréarment. J o A i

The amount of the subordinate obligation was set up by the oulstanding balance of the novated :
repurchase cbligation, resulling from the amount paid far in cash for the loan porifolio by the Banco | ..l:
Central, the amount paid for with oneg or more Treasury noles’ with non-accrued nta,rml EJ'H:I he :
cumulative interest accrued at the nowvation date.

The maturity term of the subordinate obligation of the financial institutions is not determined until the date i ;
of actual setllement and has a cumulalive surcharge of 5% perannum, on the outstanding amounts: Tk
ariging from the novated repurchased obligation, resulling from the amount paid forin cash by the Banco =~ =
Central plus the cumulative interest accruad 1o the novation date, This mteraansnmsudamﬁqﬁmm b E- e
for the Bank and recognized on an accrual basis. ] ; i {3
The financial institutions commit themselves to allocate to the payment of this subordinate obligation the g

annual profits defined in accordance with regulations of the Superintendency of Banks and Financial © = o
Instilulions, Lixewise, thefinancialinstiutions may, whenever they deem appropriate, pay their subordinate ~ © ¢

obligations with resources authonzed by the above mentionad Superintendency. Consequently, the &
setilement of the said commitment is subjectad 1o the financal inshitutions capability to generate incoma. ol

As at December 31, 1992 the subardinate obligation amaunts 1o'$ 1.551,241.4 million, and is included I
in i item Financial institutions subordinate obligations (Law 18,401 ) underihe caption Domaestic Assels © IR
of the Balance Sheet. As of that date the Banco Ceniral has sel up regenses for 5 58,634.0 million for this

pUrpOSE, By 0

v v, : £ 3

Part of the subordinate cbligation was originated by financing with instruments from the Banco Central. ) -
The balance of § 209,895.1 million of instruments is included as Domestic Liabilities, under Pomissany = = &

notes issued an purchase of portfalio in the itéem Instruments Issuad by the Banco Central, and its - *

sefilement is in relation with the paymenis of the financial inslitulions subordinate uhliga!_.iuis. L o

i o .!._."'.
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12. INTEREST RATE HEDGING

Pursuant 1o Resolution 1,837, of December 23, 1987 the Executive Committes aulhanzed the Internaticnal
Division 1o hedge interest rates on its liabilities.

During 1982 *Eurododlars Future Contracts” were executed, of which 6,202 for the equivalency of USS
6,292.0 milion are in force at Decemiber 31, 1992,

For these conlracts the Bank has set up guarantees in securities included under the heading Bonds,
cenificates of deposit and others amounting 1o LSS 6.0 million

During the period these' confracts are in force, the net accrued or perceived income from these contracts

ang rmu_ﬁﬁ in:m as the interests on the respective labiliies are accreed. The interest accrued,
when a lose, is recognized in the incomea slatement.

Az al December 31, 1992 these fransactions showed a loss equivalent 1o USS 38.3 million.
13. TREASURY TRAMSFERENCES (LAWS 18.267, 18,401 AND 18,768)

The following amounts areincluded as Domestic Loans, under he caption Treasury transferénces (Laws
18,267, 18,401 and 18,768):

{In millions of Chilean pesos)

a) Treasury promissory notes (Law 18 267) 25730
b} Treazury transferences (Law 18,401} 84,7052
) Treasury promissory notes (Law 18 768) 2.733.511.0

Tatal 3,230,872

A} TREASURY PROMISSORY MOTES. LAW 18.267

According to provisions of Article 39 of Law 18,267 dated December 2, 1983, as supplemented by
Decraa 827 of the Mnistry of Finance, dated December 12, 1983, the Treasury transferred to the Banco
Cenfiral de Chile $ 100,000 million, by issuing 40 Treasury promissory notes with a 25-year maturity term,

with 5 vears free, stated in indexed units (LIF), with an annual capitalizable interest rate of 125 and
semannual amortization,

In prior penods the Bank has received advanced payments of instaliments maturing Up 1o June 15, 1904,

8} TREASURY TRANSFERENCES. LAW 18401

This item shows the cumulative amounts of future transferences appiicable to the maximum of 15 millicn

Ful
B
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ndexed unis (UF) as stipulated in Article 13 of theLaw 18,401 (Maote 9). These amounts recaivable result

from the discouns granted to those sharehalders benefited by provisions of the mentioned Law: .

These transferences from Treasury will be completed in a term not exceading 30 years, with 10years frae,
starting Iram the detinite detarmination of the tal amount.

L) TREASLIRY PROMISSORY NOTES, LAW 18,768

This ilem corresponds to promissory rotes derominated in US dollar, which, under provisions in Articla. -

75 of Law 18,768 published in the OHicial Gazette on December 29, 1988, as supplemented by Ministny
aof Finance Executive Decrees, 1,257, dated Decertiber 29, 1988 and 330, dated Apnl 4, 1989, replaced
promissary notes stated inindexed units (UF) and issued o the order of the Banco Central de Chile, under
Ministry of Finance Decrees 1,067 of 1984; 1,197 of 1985 938 of 1985 and 1,108 of 1387, enacted
acconding o provisions in the sole Ardicle of Law 18,358, as amended. These promissory notes acerue
an annual interest of Libor plus 0.5, of which 2% is payable semeannually and the balanca is ::.apnahz.aﬁ,
and maintaim th same Ssung and maturity dale of the substituted instruments.

These pramissany notes have Juna 15, 19485 ag the first matunty dale an::l Decembar 15, 2014 a5 the Iaal
meaturity dake for the 40 semestral promissory noles issued.

Up to December 31, 1991, Treasury made several prepayments of principal and interasts. miﬂnglnu
current year, the Treasury early made redemplion of interest by US$ 1266 million, being m::hl;lad as
Utherunder (Mher Liability Accounts, uneamed interesis amounting to LSS 124, 1 millian.

v

@ bR

14. CAJA CENTRAL DE AHORROS Y PRESTAMOS AND ASOCIACION NACIONAL DE AHORRD ‘i'ﬂfli'lm

Under the provisionsof Law 18 200of January 16, 1920, the legal existence of the Caja Caniral de Ahorros
y Préstamos, and the authorzation for the exisience of the Asocmacidn Nacional da Ahcrro v Préstamo,
came to an end. The Bguidation of thair respective assets was also set out in this Law, and was made
at April 30, 1990, being the fmal approval in process,

The liabiMies of the Caja Ceniral and the Asociacidn Macional which were nol m-rarédh;rlrm proceeds
of their liguidation, will, acconding 10 Aricle 5of this Law, be mel by a charge forthe necas:s:wy fumds from
the naticnal budget,.in accordance with Amicla 21 of Decrés Law 1, 263 af 1875,

Az al Decemnber 31, 1992, the amount owed to the Banco Central for the lquidation of these anulms_
including interest accrued to that date, ameunted to $ 120,095.8 million, a3 set out inflote3. . ' 7
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15. COMPOSITION BY REMAINING PERIOD OF THE INSTRUMENTS ISSUED BY THE BANCO
CENTRAL DE CHILE, AS AT DECEMBER 31, 1992

The diffarent instroments issued by the Banco Central de Chile, detailed according ko the remaining time

pericd, are set out below.

oLty o el ol Shilan cemcd

e e i = e

Tokal retruments ssmd - 1,818,887 1

- These figures include interests and restalements accrued as at December 31, 1992

Lp b iy o180 BN .3 O 1
Tioe of Feruret | -t am e i i s Total
Discounfabin promissony notes med by e Banoo Corel FOBC) 1 0B 15 CB0 0
it provmeson; Fobid s be pad o Tridcury Bl PRO) TIORLS - ET4013  DAIMZ | SOSWRS  LOSA0ILT BN
ABunlati promesacry rotes weh hoatrg rerosd ale. [T YT M7S- 5EME | FINL. IITEI 1iPEIAA
+ Prosmisson fOME £ spect o Echance it St HaaTa HAATT AT RITA | A1)
Safusiabie promisony rotes: imued by T Banon Cerinal (Resckon 1 555 TEXE TXEZ N30 | ENEE . B0 11T0rL
Promisory retes exgemeac v US colirs. Fsckscn 14600 23000 L300
ﬁm{nﬂnlﬂ_mmmdm Mok ) R
e e o ket o breep) dutd T actes X0 of e
Compendir of Fus on inerational Exchangs) 436 TBALA ¥ MATET  E0M
Foeeiscey fotm of atgreden of ieflery, of sl Fawci,fe 180 £ 805 AT GEDS  4EaEE  ADITD | TROTAY
Acjustabie Cromescey notes ke by the Bance Corad PRES 150800 < TRAOMG . 108 {7 4a7 3
Cormerastanl aflects of s rercrmingtion of fonsgr debt y 27601 0 513 SAGES - ITAISTE [ MTAE
Addumiatie rrwROry NOMS 0 Gt L AF) Feicaten * R 8200 TN TGS
Acklatin coresten o togand : 10820 1800
vt of depost axpressad . US dobaes s sor 1 6471 o AT BT FES BETS MATLE 0 &TOAS
Proseesncry o) i) in indiesed unis (UF) 1o Barco ool Estado Fom
IBUF-BC DERT Femoiton 90 1 19,5174 IBE1S4 25T ¢ AREPIO AT
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16. BALANCES IN FOREIGN CURRENCIES AND GOLD

ABEETS

Cherneas Assats
Plisanss
Caher overseas aasels

Domestic Assels
Domeshc ioans

Cither Assets ACCOUNLS

Todal Assets

LIABILITIES

. Dwerseas Liakdties

Hesarmas
Cihar cverseas iabiktes
S0R allocations
Domestic Liabities
Deposis and commitments
Irsbrurmiants issued by the Banco Cantral

Other Liability Accounts
Total Liakdities

MET ASSETS

Transactons
payakie in

(i rrilhcns of LISS)
a9 at 12,31.92

Transactons
Expressed in
forgign
CLITENCY

]

g

-

|

934
ara
15.5

Total

10,5823
10,4239
1584

6.887.9

—_——

B.857.8
LT

17.473.9




17. CONTINGENCIES, COMMITMENTS AND OBLIGATIONS

~A)  MEMORAMDUM ACCOUMNTS

* The following balances are outstanding at December 31, 1992

{In millions of
Chilean pesos)
Treasury transactions 02
Exchange and overseas loan transactions 2,.792,360.7
Salekesping and securifies in guarantee fransactions 4,449,942 6
Total 7,242,303.5

By CONTINGEMCIES

The Banco Central de Chile is invalved in some panding suits, but their final ouicome will not have a
matenal effect on the inancial statements as of December 31, 1892,

18. INCOME TAX

Pursuant to Decree Law 3,345, of April 24, 1980, the Banco Central is exempl from income laxes.

19. RESULT FOR THE YEAR

Pursuant to Article 77, Law 18,840, the deficit incurred in any period will be absorbed by charging the
constilged resernves. Asthergare noreserves, and not having an express rule, the Council, in accordance
with disposikans in Arficle 2 and ta the faculties conferred by Aricle 75 of sakd Law, detesmined that the
deficit incurred in any, pernod will be abscrbed by charging constituted resenves and If these ane mot
encugh, this absortion will be done, in the portion not coverad by them, by charging the paid in capital,
which will apply n resp-ect of the defici far this year.
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EEPORET OF INDEPENDENT N ILISSEIRISES

Ervst & Youna

To tha President and Mermbers of the Board of the Banco Central de Chile:

We have audited the balance sheet of the Banco Central de Chile as of December 31, 1982 and the .
related statement of income far the year then ended. These financial stalementa (which include the

carrespanding notes) are the responsibility. of the management of the Banco Central de Chile. Our
responsibility is to express an opanion on these financial statements, based on the audit work we have

performed v T

We conducted our audit in accordance with generally accepted auditing standards. ' Those standards.
require thatl we plan and perform the audit to obian a reasonable assurance about whether the financial
statements are free of material misstatement. An augit includes examining, on a test basis. evidence
suppOrting the amaounts and disclosures in the financial stalements, An audit also includes assessing
ihe accounting principles used, and significant estimates made by the Bank's management, as well a5
evaluating the cverall financial statement presentation. We believe thal cur audit provides a reasonabile

bragis for our opinion. | ;

Pursuant to Article 75, Law 18,840, the Banco Central de Chile prepares its financial statemeants”
according 1o standards issued by its Council, previously approved by the Superintendency of Banks
and Finanaial Instilutions, As explained in Note 1.4A) thase policies are in accordance with accounting
principles generally accepted in Chile, except for the valuation of assets and liabdities in foreign

CUITancies

In our epinion, the financial statements refared to above presant fairly, in all material respects, the

financial pasition of the Banco Central de Chile as of December 31, 1292, and the resulls of its
aperations for the year then ended, in conlarmity with the basis described in Note 1.4} ¥

Az described in Mote 11, the Banco Gentral de Chile includes within'its Domeastic Assets Ch.
£ 1,551,241.4 million representing the subordinate commitments of financial insfitutions, with an
undefinite maturity term, deriving from the novation of loan portfolio repurchase contracls. Acconding
to the nature and characteristics of the novation contracts the recoverability of these amounis is
uncertain as it is dependent exclusively upon fulure net income genarated by those institulions.

|

Juan Humud G

Santiago, January 14, 1943
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