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CHILE'S GROWTH RATES

EMBASSY OF

CHILE

Average Average
1986 -1997 1998-2009
Growth 7.8% 3.4%
Productivity 3.1% 0.1%
Job Creation 3.1% 3.1%
Unemployment rate 7.8% 8.9%

Source: Central Bank of Chile, The Economist Intelligence Unit and International Monetary Fund.
(1) Overall Productivity of Factors (OPF)
(2) U.S. Monetary Policy Rate.



CHILE SLOWED DOWN
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1986-1997

1998-2009

Source: Central Bank of Chile, The Economist Intelligence Unit and International Monetary Fund.
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CHILEAN ECONOMY IN 2010: STRONG COMING BACK

EMBASSY OF

CHILE
I e
2010 2010

GDP (millions of USD) 174,036 164,615 175,981 185,395
Real GDP growth (%) 3.7 -1.5 1.5 6.5
GDP per capita PPP (IMF, USD) 14,688 14,341 --- ---
Consumer Price (annual % change) 7.1 -14 -0.3 1.2
Unemployment rate, seasonally adjusted 7.8 9.7 9.0 8.3
(%)
Curren account balance (% GDP) -1.5 2.6 2.6 1.6
Exports of Goods FOB (millions of USD) 66,465 53,736 15,975 15,821
Imports of Goods FOB (millions of USD) 57,617 39,754 11,662 13,220

Source: Central Bank of Chile Source: Central Bank of Chile, The Economist Intelligence Unit and International Monetary Fund.



INTERNATIONAL PERCEPTION



International Ranking 2010
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N ° of Chile’s Chile’s

Participants Ranking ranking in
Latin America

Index of Economic Freedom Heritage Foundation 183 10 1

Corruption Perception Index Transparency International 178 21

Human Development Index UN Development Programme 169 45 1

World Competitiveness Index  Institute for Management 58 28 1
Development

Global Competitiveness World Economic Forum 139 30 1

Report

The Global Peace Index Vision of Humanity 149 28 3

Doing Business, Ease of Doing  World Bank 183 49 4

Business

The Enable Trade Index World Economic Forum 125 18 1

Networked Readiness Index World Economic Forum 133 40 1

Quality of Life Index International living 194 31 3



International Perception

Ranking of Economic Freedom 2010,
Selected Economies
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Ranking of World Competitiveness
2010, Selected Economies
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MACROECONOMIC FUNDAMENTALS
AND PUBLIC FINANCE



Fiscal Deficit During Global Recession

EMBASSY OF

CHILE

(Central Government, % of GDP, 2009)

Source: Eurostat, OECD, IMF and DIPRES
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ison

A Compar

Public Debt Burden
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(Gross Central Government Debt, % of GDP, 2009)
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The Government of Chile: A Net Creditor
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(Central Government Debt, % of GDP) C H I LE
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EARTHQUAKE’S EFFECTS



First impact of Earthquake #C %%

EMBASSY OF

CHILE

= At 3:34 a.m. on Saturday, 27 February 2010, an earthquake
of magnitude 8.8 on the Richter scale beat Chile.

= |t lasted about two minutes.

= The quake affected the central zone of Chile from the
Region of Valparaiso to the Region of Araucania (147,392
Km?2) affecting more than 12,880,000 inhabitants, which
corresponds to 75% of the whole population of our country.

= Hours later, successive tsunamis devastated wide coastal
zones, cities and towns of Central Chile



Chile Had one of the Strongest

EMBASSY OF

Earthquakes on Record CHILE
locaton Date | Wagnituse
Chile 5/22/1960 9.5
Alaska 3/28/1964 9.2
Northern Sumatra  12/26/2004 9.1
Kamchatka 4/11/1952 9.0
Chile 02/27/2010 8.8
Ecuador 01/31/1906 8.8
Alaska 4/02/1965 8.7
Indonesia 03/28/2005 8.6
Assam-Tibet 08/15/1950 8.6
Alaska 09/03/1957 8.6

Source: USGS



Economic Damages of the

Earthquake and the Tsunami CHILE
I N
Total losses 29.7 14.9
Infrastructure losses 20.9 10.5

Public Insfrasture losses

= Total 10.6 5.3
= Net of insurance payments 9.3 4.7
= Reconstruction costs 8.4 4.2



Macroeconomic Effects of the

Earthquake CHILE

The earthquake reduced economic growth in the
first half of 2010.

Reconstruction efforts will give a strong boost to the
economy later on.

Most relevant investment projects underway in the
second half of 2010 and in 2011-12.

Inflationary effects have not been significant.



Beyond the Earthquake: 2258
Our Main Goals CHILE

= Grow at 6% average annual rate
= Create 200.000 jobs annually (2010-2014)

" |ncrease investment (Gross Fixed Capital Formation) from
22% of GDP (2009) to 28% of GDP in 2014

* Eliminate extreme poverty by 2014
" Lay the ground to become a developed country by 2018



LEGAL REFORMS



Legislative Achievements CHILE

A. Social Policies:

Laws enacted to:

1.Create a Bonus for low income families (Law No 20,428 and Law No 20,442)
2.Simplify judicial and administrative procedures for earthquake relief (Law N° 20,436)

3.Simplify procedures for obtaining jobless insurance and benefits after the February earthquake
(Law N° 20,440)

4.Establish a National Reconstruction Fund and creates donation tax incentives. (Law N° 20,444)

5.Simplify payment of social social security debts in zones affected by the earthquake (Law N°
20,446)

6.Adjust the minimum wage (Law N° 20,449)

7.Create emergency procedures for school subsidies (Law N° 20,452)

8.Regulate labor contracts for trainees (Law N° 20,454)

9.Finance the February 2010 earthquake relief (Law N° 20,455)

10.Grant gratuity for small land title procedures (Law N° 20,458)

11.Simplify access to solidarity pensions for the disabled and elderly. (Law N° 20,459)



Main Bills Currently in Congress CHILE

A. Social Policies: Bill Objectives:
*To Establish a Social Development Ministry

B. Finance and Tax Policy: Bill Objectives:

*To increase powers of the Consumer Protection Service to include
financial services

C. Political Reforms: Bill Objectives:
*To modify the Constitution on order to allow voting abroad
*To modify the dates of presidential elections



Competitiveness and S&M £8%
Businesses

Law reducing the time frame for starting a
new business
Average of OECD countries: 14 days. Chile: 26

Target of a new bill: 6 days.

Program Startup Chile: Sillicon valley
entrepreneurs to Chile. USS 40,000 subsidy.

Bill of Tax Exemption: reinvesting profits on
S&M Businesses



Chile’s Golden Goal

- Become a developed country by 2018

- After 2018: target achievable under current
path.
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