Ministerio de Hacienda

Gobierno de Chile

Fundamentals of the Chilean Economy:
A discussion on Fiscal Policy and
challenges to finance and economics

November 16th, 2021
Rodrigo Cerda N. | Minister of Finance




A& lw=c-] Our country faced two consecutive extremely negative shocks during
the last couple of years. Namely, the Oct-19 social unrest and the

~ Covid-19 pandemic.
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e We found a democratic, peaceful, and constitutionally-prescribed
| solution to the social unrest demands through the discussion and draft
of a new Chilean Constitution. A new pact for the next 30-40 years.
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=] AS to the pandemic, Chile has achieved one of the most successful and
extensive global vaccination campaigns (>90%). In addition, we have provided
== historical supporttothe Ho u s e h onlcane through the EFI (~10%of GDP)
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==+ ON the triggers of the recovery: an expansionary fiscal policy,
- |favorable financing conditions and a remarkable vaccination
campaign.
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Source: Our world in data, Ministry of Finance.



& =-] The Chilean economy has moved faster than expected into the recovery
phase and currently stands 8% above pre-pandemic levels.

GDP growth rate Monthly GDP
(% change YoY) (seasonally-adjusted series, Feb-20 = 100)
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Monthly GDP growth figures
(% change YoY)

m Bloomberg's survey
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Source: Central Bank of Chile, Bloomberg, IMF.
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==+ The economy has quickly adapted to the new context and has
been continuously surprising on the upside.

IMF Oct-21 WEO - Latin America
(GDP growth rate, YoY)
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Uncertainty

rises and damages some Kkey

leading

Indicators.

wAIthough both indexes have returned to mid-21 levels, both stand
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Source: EPU, Icare, Adimark.
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Consumer & business sentiment

well-above levels observed at the beginning of the pandemic in Chile

(index, 50 = neutral, dashed lines: hist. average)
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alwx-|The recent refusal to legislate the 4" PF withdrawal caused a
positive market reaction.
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LatAm: 5yr CDS Chile 10y Soreveign Bond

(in USD) (%)
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