MUFG Focus Latin America
Chile: macroeconomic performance
(2015 GDP and Current Monthly Indicators)

Hongrui Zhang
Latin America Economist

Economic Research (New York)
MUFG Union Bank
hozhang@us.mufg.jp | +1(212)782-5708

April 18, 2016

The Bank of Tokyo-Mitsubishi UFJ, Ltd. (‘) M U FG

A member of MUFG, a global financial group


mailto:hozhang@us.mufg.jp

Contents

.  Growth Momentum
a. 2015 GDP result
b. Outlook (overall)

[I. External Sector

o 00 A~ W W

lll. Prices and Monetary Policy

2 The Bank of Tokyo-Mitsubishi UFJ, Ltd. (.) MUFG

A member of MUFG, a global financial group



1) Chile: Growth Momentum (1)

= Another lackluster performance: the Chilean economy posted a 2.1% growth rate in 2015.

Figure 1: GDP Growth Figure 2: GDP by Sector
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mining firms continued to slash capital expenditure
to deal with low copper prices; and export volumes
shrank for the first time since the global recession
in 2009, pulled down by weaker demand from its
main trading partners. Even more troubling is that
GDP growth slowed visibly to 1.3% yoy in 4Q15,
after showing signs of stabilizing around 2% in the
first three quarters. This probably hints the ongoing
adjustments to low copper prices are yet affecting
the economy’s growth path. The revised GDP data
points to that direction: investment shrank again in
4Q after picking up in the prior quarter, and private
consumption growth continued to slow during 2015.
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Figure 3: Consumption Figure 4: Investment, Exports and Imports
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1) Chile: Growth Momentum (2)

» In the absence of strong engines of growth, the economy will probably grow at a similar pace as in 2015.

Figure 5: GDP Growth (private forecasts) Figure 6: Copper Price and Real GDP
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increased by just 1.6% yoy in the first two months

of 2016, suggesting that, in the absence of engines Figure 7: Index of Economic Activity (Imacec) Figure 8: Investment Growth
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II) Chile: External Sector

* Low copper prices and weak external demand put a heavy dent in Chile’s exports in 2015.

Figure 9: Current Account Balance Figure 10: Exports by Types of Product*
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[II) Chile: Prices and Monetary Policy

= Inflation is still high, but expected to cool off gradually towards the end of 2016

Figure 13: CPI Inflation and Policy Rate Figure 14: FX Pass-through to Prices
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Figure 15: Estimate of FX Pass-through to Prices*
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other: inflation expectations have started to fall.
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Figure 16: CPI Inflation (Forecasts)
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*This report is intended only for information purposes and shall
not be construed as solicitation to take any action. In taking any
action, readers are requested to do so on the basis of their own
judgement.

*This report is based on information believed to be reliable, but we
do not guarantee its accuracy. The contents of this report may be
revised without notice.

*This report is a literary work protected by the copyright act. No
part of this report may be reproduced in any form without
express statement of its source.
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