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Statement 2023 Reasons for skepticism at the time

By the second half of the year, activity levels will exceed 

those of a year ago, with a growth close to zero for the year 

as a whole. Positive annual growth will emerge in 2024

Economic activity had declined in 2023Q2, most local 

analyst projected a contraction in 2023 and growth around 

1.5% in 2024

After reaching nearly -10% of GDP the CA will approach 

-3% of GDP by end-2023

Domestic savings were still depressed because of pension 

fund withdrawals

The execution of fiscal policy in 2023 and the forthcoming 

2024 Budget will be fully compliant with the trajectory set in 

May 2022,keeping debt/GDP well below the 45% ceiling

Progress in Budget execution revealed a large deficit, with 

lithium earnings and income tax collection well below 2022 

levels. The forthcoming constitutional referendum would 

generate political pressures to spend

Copper mining Royalty increases revenues for the State 

while ensuring stability and preserving incentives to invest

The high tax burden on mining made les profitable to invest 

in this sector

Economic uncertainty would decline further since the 

Constitutional process would be resolved, one way or 

another by the end of the year

There was no guarantee that the appetite to replace the 

Constitution would end with the rejection of a second 

proposal. Besides, other sources of uncertainty remained

From Chile Day London #14, September 2023
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Statement 2023 Actual performance

By the second half of the year, activity levels will exceed 

those of a year ago, with a growth close to zero for the year 

as a whole. Positive annual growth will emerge in 2024

In 2H economic activity was 0.5% above 12 months ago

In the whole year, the economy grew 0.2%

2024 growth expected between 2.25% and 2.75%

After reaching nearly -10% of GDP the CA will approach -

3% of GDP by end-2023

Current account balance 2023: -3.6%of GDP

Current account balance 2024, expected: close to -2%

The execution of fiscal policy in 2023 and the forthcoming 

2024 Budget will be fully compliant with the trajectory set in 

May 2022,keeping debt/GDP well below the 45% ceiling

The budget expenditure execution rate in 2023

was 100%. All the balance targets met.

Debt/GDP projected below 42% un until 2027

Copper mining Royalty increases revenues for the State 

while ensuring stability and preserving incentives to invest

Since the approval of the Mining Royalty in May 2023, 

mining investment has increased by almost US$15 bn 

(2024-2028), representing a rise of around 275%

Economic uncertainty would decline further since the 

Constitutional process would be resolved, one way or 

another by the end of the year

Economic uncertainty index and EMBI sovereign risk 

spreads at pre-social crisis levels
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The Chilean economy in the longer run

Statement 2023 Reasons for skepticism at the time

A pro-growth agenda in emerging as part of the Fiscal Pact 

proposed by Presidente Boric in his address to the Nation in 

June 2023

There were doubts on the Government's commitment to 

economic growth, as compared to the tax agenda. It was 

unlikely that opposition parties would sign to a Fiscal Pact

The Government is preparing a comprehensive reform to the 

processing of investment permits

Investment permitting had grown to an extremely complex 

system involving dozens of government agencies, hundreds of 

regulations. Previous efforts in this regard had failed

The national lithium policy will open room for public, private 

and joint-venture investments to develop this industry

Uncertainty on the precise extent of public involvement and 

the timing that its implementation would take

The current administration is working on a Green Hydrogen 

Action Plan 2023-2030. More than 50 projects across the 

country are under study while several pilot initiatives are 

starting to operate

Green Hydrogen is a nascent industry motivating many 

countries in the World; uncertain how Chile would take 

advantage of its comparative advantages

The government will provide a solution to the challenges 

posed to the private health insurance system by Supreme 

Court rulings on pricing

Uncertain commitment by the government to resolve the 

problem given its critical attitude towards the sector. A crisis 

would damage the industry, leave millions unprotected and 

prompt the collapse of private health service providers

From Chile Day London #14, September 2023
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Optical fiber 
connectivity

The density and 
quality of fiber are the 
main drivers for 
locating a data center.

SANTIAGO

1°
WORLDWIDE

SANTIAGO

2°
In LATIN AMERICA

CHILE

3°
WORLDWIDE

Market 
opportunities

Well-established 
markets with access 

to key cloud services.

Upload and download speed

Chile ranks third globally for its high-
speed internet access.
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The Chilean economy in the longer run

Statement 2023 Actual performance

A pro-growth agenda in emerging as part of the Fiscal 

Pact proposed by Presidente Boric in his address to 

the Nation in June 2023

Fiscal Pact final version released in January 2024. Targets for 

development by the end of the current Administration. 21 proposals 

undergoing legislative approval on a Fast Track process

The Government is preparing a comprehensive 

reform to the processing of investment permits

Five initiatives under discussion in Congress. The largest ones –

sector permits and environmental permits– making good progress 

and may be approved by the end of the year

The national lithium policy will open room for public, 

private and joint-venture investments to develop this 

industry

RFI process finalized, with 88 proposals from more than 50 countries. 

CEOL allocation process to start soon. Codelco-SQM agreement 

signed. Codelco and Enami seeking partners for new projects in 6 

salt flats. Chilean Lithium production to increase above 70% by 2030

The current administration is working on a Green 

Hydrogen Action Plan 2023-2030. More than 50 

projects across the country are under study while 

several pilot initiatives are starting to operate

H2V Action Plan approved in June. 72 projects now under study, the 

first two entered the investment pipeline.

The government will provide a solution to the 

challenges posed to the private health insurance 

system by Supreme Court rulings on pricing

“Short law” on ISAPREs passed by Congress in May, now moving 

into full implementation, without bankruptcies

From Chile Day London #14, September 2023
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A challenging environment is giving ground to a normalized economy

• In the three years since October 2019, the Chilean economy suffered successive shocks that generated extreme macro 
volatility. Uncertainty shot up, resilience was put to a test, and the economy made use of buffers accumulated over 
many years.

• Some policy responses –like pension fund withdrawals-- broadened macro imbalances, while the constitutional 
significantly increased political uncertainty. Taking all these factors into account, it would be fair to say that the Chilean 
economy is overcoming one of the deepest and longest shocks in the World in recent years.

• Macro policy responses were bold and effective: monetary policy responded faster than in other countries and fiscal 
consolidation in 2022 was particularly drastic. The Basel III financial framework is mostly in place. As a result,  major 
imbalances are resolved, the economy is growing, buffers are rebuilding, and uncertainty is back at pre-crisis levels.

• The main pending issue is a full normalization of financial conditions, still affected by pension fund withdrawals, 
stabilization policies, global financial conditions, risk perceptions and regulatory capital requirements. This is reflected 
in constrained credit, high interest rates and a shortening of the fixed income market. 

• A number of factors –internal and external-- point to a substantial normalization of financial conditions over the next 
few months. This would foster investment and support a full recovery of the construction industry and SMEs, which 
are still lagging. Foreign trade is making a comeback as an engine of growth. 

• On these grounds, the economy is expected to grow above potential in 2024 and 2025, with investment growing 
at a robust pace next year. 

• These factors, plus micro and policy developments, will contribute to stabilize public debt well below the policy 
ceiling of 45% of GDP while sustainably funding much needed social reforms.



Long-term growth challenges and policy responses

• Short-term volatility and policy responses are overlapping with longer-term economic, social and political 
challenges. The factors that contributed to strong growth for the 20 years up to the mid-2000s weakened 
over time, while some constraints became more visible. Demographic transition, globalization, exploitation 
of non-renewable natural resources, private provision of social goods and political compromise all took a 
more complex turn without an appropriate strategic response.

• The extraordinary expansion of the middle class imposed new standards and demands  on institutions, at a 
time when growth was slowing down, and politics became more divisive. This created major social and 
political tensions that fed back into the economy.

• While these challenges are common to many countries, Chile seems better equipped to face them. This is 
because global developments are enhancing and developing comparative advantages to the Chilean 
economy that should broaden the productive base of the economy.

• At the same time, the rejection of two politically-charged constitutional proposals is fostering a more 
pragmatic, gradual approach to change and a revaluation of institutions. The Pact for Economic Growth, 
Social Progress and Fiscal Responsibility –Fiscal Pact-- is a good reflection of this approach.

• The approval of the short bill on private health insurance and the unfreezing of energy tariffs are 
demonstrative of a renewed ability to address long-developing politically and socially complex issues.

• The two main reforms currently under discussion –tax compliance and pension reform– have been the 
subject of recent political agreements. Both initiatives are now being voted under the principles, priorities 
and timing stated in those agreements. Reforms on investment permitting are also making good progress.

• Recovery may thus combine with a bolder push to stronger and more sustainable growth. Social and 
political reforms may help rebuild a virtuous circle contributing to future progress and wellbeing.
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