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Recent Political Highlights 
 Sebastian Pinera Echenique entered into office on the 11th of March 2010. He is both chief of state and head of government. 

The current president faces low popularity levels over the quality of schooling and his government’s handling of major energy 
projects. Furthermore, the unfulfilled promises he made during his election campaign have also pulled down his popularity; in 
contrast, Michelle Bachelet’s approval ratings stood at 84% at the end of her presidential term in 2010. 

 Michelle Bachelet who was president of Chile from 2006 to 2010 will become the country’s new president in March this year. 
She will take over from the incumbent president after winning 62.3% of the votes in December’s presidential election. The 
incoming president has promised to enact 50 reforms during her fist 100 days in office. Furthermore, she stated that she will 
focus on improving education and equality in Chile. As part of her policy measures she will increase corporate taxes to 25% from 
20% to help fund planned social reforms. In response to those who feel that tax reforms would harm the economy, she has 
stated that her aim is to implement tax measures gradually. Her coalition has a majority in both the 120-seat lower house and 
the 38-seat senate, thus making it easier for her to push through her proposed programmes. 

 The incoming president will seek to improve foreign relations with Chile’s neighbours Peru and Bolivia. The two countries have 
taken Chile to the International Court of Justice because of border disputes. The court will rule on Peru’s claim in early 2014 and 
Bolivia’s ruling is expected in coming years. 
 

Recent Economic Highlights 
 Chile is a free market economy and is one of the richest countries in Latin America. The country is the world’s largest copper 

producer and according to the central bank, the commodity made up more than 50% of total exports (valued at $3.49 billion in 
December 2013). Chile is one of the fastest growing countries in the Latin American region. It was the first Latin American 
country to join the OECD in January 2010 and it possesses a large and well diversified financial system compared to its peers in 
the region. However the economy is vulnerable to external shocks and global economic changes. 

 The country’s Central Bank cut its 2014 growth forecast from between 3.75% to 4.75% compared to its previous forecast of 
between 4% and 5%. Additionally, the bank reduced its inflation forecast from 2.8% to 2.5%.; Inflation increased to 3% in 
December 2013 from 2.4% the previous month. According to the Chilean central bank, one significant economic risk would be 
the US withdrawing monetary stimulus. Furthermore the financial market’s “overreaction” to changes in the Federal Reserve’s 
policies would lead to unfavourable external financing conditions for the country, impacting long term interest rates and the 
exchange rate.  
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 Chile possesses an Aa3 sovereign rating with a stable outlook from Moody’s rating agency. According to Moody’s, the rating 
reflects a robust economic policy framework and low levels of government debt. Additionally Moody’s stated that Chile’s 
prudent fiscal management policies have strengthened the country’s fiscal position over the years. 

 According to the Economist magazine, the government’s revenue from mining averaged $2.1 billion annually during 2000-2005 
and this figure rose to $11.5 billion a year between 2005-2011 as Chinese demand increased. The country’s mines have since 
started to age and according to the IMF, the global copper boom seems to be coming to an end.  The greatest threat to growth 
in copper mining is a slowdown in Chinese economy which currently purchases approximately 40% of the word’s copper. 

 In 2013 a Chilean appeals court suspended a $1.4 billion thermoelectric plant project which may possibly affect electricity 
supply to local miners. Chile’s Sonami Mining Association stated that two-thirds of all planned mining investments have been 
delayed or revised. Risks to mining and energy in 2014 include social groups who are successfully suing large projects as a result 
of threats to health, glaciers, diversity and indigenous rights. 

 The IMF warned Chilean authorities about the deceleration of domestic demand underway in the country and in light of this the 
IMF staff recommended a tighter fiscal policy. Further risks to the economic outlook include a ongoing subdued European 
economy which could hurt Chile’s exports to the continent. Currently the country exports around 15% of its total exports to 
Europe. 

 According to the Index of Economic Freedom published by The Wall Street Journal and The Heritage Foundation, Chile has 
received a consistent rating of one of the freest economies over the past 20 years. The country is the 7th freest economy 
worldwide in the 2014 Index. 

 Chile is part of Latin America's Pacific Alliance which is an economic bloc created less than three years ago. The alliance is the 
world’s 7th largest foreign direct investment (FDI) recipient and in 2012, the value of FDI received totaled $71 billion. Other 
members include Colombia, Mexico and Peru. 
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 Major exports: copper, fruit, fish products, paper and pulp, chemicals, wine  
 Major imports: petroleum and petroleum products, chemicals, electrical and telecommunications equipment, industrial 

machinery, vehicles, natural gas  
 Main trading partners: China, US, Japan, Argentina, Brazil, South Korea 
 SA exports to Chile totalled R602m in 2011, R910m in 2012 and R692m in Jan-November 2013. 
 SA imports from Chile totalled R832m in 2011, R1.1bn in 2012 and R1bn in Jan-November 2013.   
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