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I. Introduction 

On January IO, 1983, the Executive Board approved a two-year stand- 
by arrangement for Chile in an amount equfvalent to SDR 500 million 
(EBS/82/227, Sup. 2, l/11/83), In January Chile purchased SDR 122 
million. Since then no purchases have been made. 

There were departures from the program shortly after it started as 
a result of a domestic banking crisis and the s;lbsequent cessation of 
foreign bank lending to Chile. Since that time the Chilean authorities 
have been engaged in stabilising the domestic banking system and pur 
suing fiscal and credit policies to bring the Chilean economy to the 
path of the stand-by program by September 30, 1983. A necessary con- 
dition to this end is that foreign banks provide Chiie with the net 
capital inflow projected under the stand-by program. 

In the attached communication to the Managing Director, the 
Minister of Finance and the President of the Central Bank of Chile 
describe the policy measures which Chile has implemented in order to 
return to the path of the stand-by eragram. On this basis they request 
that the Fund (i) waive the deviation from the net international reserve 
target applicable to June 30, 1983; (if) modify the ceiling on the net 
domestic assets of the Central Bank applicable for the period July l- 
September 20, 1983; (Iii) modify the ceilfng on the contracting anA 
guaranteeing of foreign debt b; the nonfinancial public sector; and 
(iv) approve certain changes in the Chilean exchange and trade system. 
This paper concludes with proposed decisions with regard to these 
requests . 
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II. Recent Developments 

Chile’s stand-by program faced dffffculties ;timost from the start. 
On January 13, 1983 the authorities declared a bank holiday and inter- 
vened and 2iquidated a number of privately owned financial institutions. 
The authorities initially declined to guarantee payment of the foreign 
bank debt of the three liquidated financial institutions (racaling 
WS400 million) and as a result foreign banks stopped all lending to 
Chile. The cutoff of foreign bank loans was foilowed by a very rapid 
expansion of Central Bank credit and a substantial loss of international 
reserves (Table I). Capital flight and net repayment of foreign debt 
led to a reserve loss of about USS600 million in January 1983. On 
January 31, the authorities, by agreement with the Advisory Committee 
of Chile’s foreign bank creditors, announced a go-day moratorium on 
amortltatlon of foreign loans pending renegotiation of Chile’s external 
debt.L/ Payments on short-term trade credits were maintained on a 
regular basis and principal payments on foreign bank loans by the 
private corporate sector were also continued at the option of the pri- 
vate corporate borrower. 

The loss of net international reserves continued to be large in 
February and March, averaging about USS200 million per month, as the 
Central Rank’s credit policy financed not only the shortfall of bank 
capital inflow but also a reduction in the private sector’s net foreign 
indebtedness, in part through changes in the leads and lags of trade- 
related payments. Since then, as a result of a substantial tightening 
of credit policy and dn extension of the moratorium In April to cover 
principal payments by private corporate debtors, the reserve loss has 
been reduced to less than USSlOO million a month, notwithstanding the 
absence of capital inflows to Chile. 

At the time of the bank intervention in January 1983, the authori- 
ties took a number of measures to help contain the potential drain of 
bank deposits. A marginal legal reserve requirement of 95 per cent on 
bank deposits was established to strengthen the Central Bank’s hand in 
dealing with interbank deposit shlfts. At the same time, the authori- 
ties guaranteed for a period of one year the deposits in the financial 
system existing prior to the January 13 declaration of a bank holiday 
as long as these deposits remained at the same institution. In late 
May 1983, when a measure of stability in respect of deposit holdings 
WY achieved, the authorities announced a schedule of progressive 
reductions in the marginal reserve requfrement to be implemented over 
a period of two months. 

The marginal reserve requirement together with official interven- 
tion in a number of financial institutions gave the Central Bank iirect 
control over a major share of financial intermediation in Chile and 
considerable influence over interest rates. In April, the Central Bank 

- r/ On April 29, 1983 the moratorium was renewed for 90 days. 



resumed the practice oi suggesti:;g maxi.mum interest rates ~3 rcirin depose 
its for alI localty owned cmmwr~:iai. E)ankS.i,” I-he oh jec;i ire was L 0 
avoid a rapid escalation of ROT- ,:nni interest rates because of unstebic 
market conditions. In subsequent months, the maximue interes: rates 
have been kept under review. Rorir non:nn1 Arid rcai :nte:cst rates de- 
clined moderately during the first five months czi !9R1 compared ui.:h :.~he 

last quarter of 1982 (Table El. In practice. rhe state bank and the 
furelga owned commercial banks have been obtaining Financial resources 
at interest rates be’.uw the xaxtrrum rates. uhi.1tz Ehe intervened banks 
generally have been paying rates at’ return on iirrm deposits equal to 
the araxfmum rates. 

The stand-by program had anticipated that recovery from the reces- 
sion of I982 would be modest because of weak economic growth in the 
Industrial world, protectionist tendencies ifi a number of foreign 
markets, and the sharp rise in the debt service burden of the private 
sector. The January 1983 financial crisis In Chile reduced confiden, I 
In the ability of the authorities to manage the economy and contributed 
to delay the expected economf:: recovery fn Chile. Preliminary data 
Indicate that real GDP In the first quarter of 1983 was virtually un- 
changed from that of the last quarter of 1982.. and was 9 per ce;lt below 
the first quarter 1982 level (Table 3). An upturn was oLser?:ed in IbVn- 
copper exports beginning in the fourth quarter of 1982 and Lndustrtal 
production picked up in the March-April 1983 period, but these develop- 
ments were offset by a decline in shipments of copper, Chile’s principal 
export product, and recession in the construction, commerce, and service 
sectors. The unemployment rate in ‘the first months of 1983 receded 
somewhat from the August-October 1982 peak level of 25 per cent to 
about 20 per cent mainly because of the Implementation of special public 
employment programs. The large degree of slack in the economy contrih- 
uted to a rapid abatement of Inflation following the 34 per cent depre- 
ciation of the peso in the June-August 1982 period and the subsequent 
adoption of a flexible exchange rate policy. The rate of inflation, 
which was at an annual rate of 44 per cent in the second half of 1982, 
declined to apprcxi-- -.&ely 20 per cent In the January-May period of 1983. 

III. Emergency Plan 

In March 1993 the authorities formulated an emergency plan designed 
to regain control of the financial situation, stem the loss of lnterna- 
tlonal reserves, and return to the path of the stand-by program within 
sL?c months. A principal element of the plan was the re-establishment of 
a sound financial system. Detailed bank data collected and classified 
by the authorities, Indicated that fully o?e-half of the loan portfolio 

.- - - - - _-,._ - -._._ -. _I._ 
L/ A system for suggesting maximum interest rates was started in 

December 1982, but by mid-January 1983 it was made appl!:able only to 
Intervened banks and the state commercial bank. 
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of the financial system was either a loss or temporarily nonpdrforming.l/ 
On this basis, it was estimated that the rscapltalizatlon and the re- 
establishment of an adequate stream of earnings to the financial system 
will require substantial public support for a number of years. 

The authorities considered two basic optiona to fplance the losses 
of the financial system: (i) a combination of inflation and currency 
depreciation with the objective of reducing the real value of the do- 
mestic liabilities of the financial system; and (ii> a transparent non- 
inflationary transfer of resources to the financial. system. The author- 
ities chose to implement the second option and have taken adequate and 
appropriate m0netar.y and fiscal measures for this purpose. 

1. Pionetary measures 

The Central Bank net credit expansion under the emergency plan 
converges with that of the stand-by program by September 30, 1983. In 
the period prior to that date, the emergency plan is designed to permit 
an additional net credit expansion equal to the shortfall of net bank 
capital inflow from the program level. Similarly, the net international 
reserve target under the emergency plan converges with ttat of the orfg- 
inal program by September 30, 1983, and in the period prior to that date 
the net international reserves are expected to be below the programed 
level because of the shortfall of net bank capital inflow. 

Satisfactory performance under the emergency plan will permit Chile 
to bring the stand-by program fully on track by September 30, 1983, as 
by that time foreign banks will have disbursed to Chile new medfum-term 
financing totallng US$1,070 million, an amount equivalent to the net 
foreign bank financing projected in the original stand-by program for 
the first nine months of 1983. A first disbursement of US$500 million 
is llnked to Executive Board approval of the decision provided at the 
end of this paper. A second disbursement of USS570 million is to be 
triggered by Chile’s purchase from the Fund of the full cumulative 
amount to which Chile is entitled under the stand-by arrangement after 
August 15, 1983. Accordingly, the net domestic asset ceiling of the 
Central Bank under the emergency plan has been lowered progressively 
during the July l-September 30 period so as to converge with the stand- 
by program ceiling by September 30.2/ The ce.tling on the net domestic 

L/ The severity of the recession in Chile in l!K? (GDP declined by 
14.3 per cent) aad the sharp increase in the debt burden of the private 
sector as a result of the large depreciation of the peso t'.lat same year, 
were important factors contributing to the acute financial problems of 
the private sector in Chile. 

2/ The new medium-term bank financing of USS1.3 billion to the 
Ceztral Bank Is treated as a negative item under the net domestic as- 
sets of the Central Bank. This treatment ensures thrt the medium-teq 
financing offsets the expansion in central bank credit which took place 
in the January-September 1983 period on account of the shortfall in 
projected foreign bank financing. 



assets of the Central Bank has been se: at. ChS95.5 billion for rha 
period July l-August 15, 1983, Ch557.0 billion for the period August Ih- 
September 2G. 1993, and ChS33.Li billion (the original stand-bp program 
ceiling) for the period September 11-30, 1983. (The relatiomhtp between 
:he original stand-by program and the emer~ccncp pdan is presented in 
Tabies 4 and 5. and Charts 1 and 2. ) 

Since the implementation of the emergency plan, the authorities 
have aiowed markedly the rate of Central Bank credit expansion. In the 
first three months of 1983, the net domestic assets of the Central Bank 
expanded by ChZ73 billion (equivalent to USSl.05 billion). In April 
and Hay, the expansion was reduced to about ChS2 billion (USS27 mfllion~ 
per month, well within the path laid out in the ePletgency plan. Reflect- 
fng the sharp deceleration fn credit, the net intetnetionnl reserve 
losses, vtrllch totaled more then USSI billion in the first quarter of 
1983 were reduced to USS117 million in the April Hay period. The latest 
informatfoa Indicates that Chile has been perfortiing in accordance with 
the matgencp plan (Table 6). indeed substantially overperforming in 
relation to net domestic assets for April and Hay. 

2. Fiscal measures 

Chllc u&s in ccmpli.snee ulth the March 31. 1983 limit on total 
indebtedness of the nonfinancial pubZfc sector and the latest informa- 
tion Indicates that the fiscal performance contfnues to be in accordance 
with the stand-by program. VirtualLy the entire deficit so far this 
year has been financed through domestic borrowing as foreign bank 
ffaanctng has been unavailable. 

A number of Ghanges have taken place in the projection for 1983 of 
revenues and expenditures of the nonfinancial public sector since the 
stand-by program wen: into effect (Table 7). The general government 
deficit has been raised upward substantially, notwithstanding the fiscal 
measures described below, due yrimarlly to additional expenditures on 
employment and health program and expenditures for support of the fi- 
nancial system.ll 

In March 1983, fiscal measures equivalent to approximately 2 per 
cent of GDP for the reminder of 1983 were taken. Wage adjustments and 
nonwage expenditures proviJed in the original fiscal program were reduced 
by an amount equal to 0.4 per cent of GDP. In addition a flat import 
surcharge of 10 percentage points was imposed, raising the effective 

L/ These measures will provide funds for several subsfdized reff- 
nancing programs to provide relief for domestic debtors and for the 
construction industry. Separate programs have been established for 
(1) debtors co the domestic financial system (on an average of 30 per 
cent of the debt outstanding on March 31, 1983); (2) buyers of existing 
unsold housing units; (3) homebuyers with exfstlng mortgages; and 
(4) the transportation sector (on an everage of 30 per cent of their 
direct debt to importers). 
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The larger deficit of the @nera.l government i\as been psttly ;t3;3- 
pensated by cuts in planned fixed capicai expendl:ures by the pub.lic 
enterprises and some improvement in the operations of CUDELW, the state 
copper company. The revised overall deficit of the ncnfinanciai pub1,i.c 
sector of ChS38 billion for 1983 is higher than the deficit conta1rteti 
ln the original prograi. LXevertheless, the revised program Is still 
fully consistent with the limits on the tota: indebtedness of the nan- 
financial public aeccor of the stand-by program as the deficit in LYci.! 
turned out to have been significantly smaller than had been anticipaL& 
at the time the limits of the indebtedness of the nonfimneial public 
sector for 1933 were set. 

3. Measaltes af fectlng the exchange and trade system 

in conjunction wlth the emergency plan put into effect in ELrch 
1983, a number of measures affecting the exchange and trade system were 
taken with the objective of protecting the level of official interna- 
t lonal reserves. The changes affect Chile’s exchange arrangements and 
regulations governing import taxes and tariffs, invisible payments, 
and export proceeds, and have been reported to the Lxecutive Board 
(EBS/83/86, 4/27!53). 

The uncertainties generated by the banking crisis resulted in the 
development of a sizable spread between the official exchange rate and 
that prevalling In the parallel exchange market. rhe parallel market 
rate rose as high as ChSiZO per U.S, dollar, but declined following 
the initiation of the emergency plan. by June 1983 the parallel. market 
rate was about ChS90 per U.S. dollar compared with an official exchange 
rate of ChS76 per U.S. dollar. The authorities anticipate tnat the 
spread will continue to be reduced over time as the policy is to depre- 
ciate the official exchange rate in accordance with domestic inflation. 
‘ihe size of the spread between the two market rates gives rise to a 
multiple currency practice subject to approval under Article VIiI, 
section 3. Another multiple currency practice arises from the 12 per 
cent tax applied ta purchases of foreign exchange for lmports for which 
import licenses had been obtained !&ore March 23, 19g3.i/ As the maxi- 
mum life of an import license is 12 months, this multiple currency prac- 
tice will cease to exist at the latest by March 23, 1984. 

l! Imports made under licenses obtained before March 23, 1383 are not 
suTject to the 10 per cent tariff surcharge and related value added tax. 



The iattoduction, on Hatch 23, 1983 of a 120-day deferment period 
applicable to all import payaants gave rise to an exchange restriction 
subject to approval under Attlcie VIII. section 2. Importers ate te- 
qufred to place a deporit at the Central Bank in anticipat?on of payotent 
Lf they putchzae foreign exchange prior to the earliest remittance date. 
The authorities in the attached letter state their intention to relax 
and abolish this requirement as the pressure on foreign exchange re- 
sources eases. 

In the decision coacludlw the Article IV consultation with Chile 
on January 10, 1983, the Fund gtapted approval until Decelsber 31, 1983 
of a muitlple currency practice atisirrg from the maintenance of a pref- 
erential exchange tata for debt service payments for debt contracted 
before August 6, 1982, and of an exchange restriction arising from the 
limitations placed on the sale of foreign exchange for foreign travel 
and a -bet of other invisible transactions. The Chilean authorities 
have now requested approval until December 31, 1983 of the multiple cur- 
reacp practices and exchange restriction described In the previous 
paragraphs. 

4. External debt opetat ions 

An integral pert of Chile’s strategy to return to the path of the 
araad-by program is the disbursement: by banks of financing equal to that 
uhleh had been projected In the stand-by program. Accordingly, the 
authorities have negotiated (5) a refinancing arrangement of principal 
payments falling due in 1983 and 1984 by the public sector and the fi- 
nancial system to foreign banks totaling USS2.1 billlon;L/ (11) new 
medium-tetm bank financfng totallng USS1.3 billion for 1983; (Iii) the 
maintenance of short-tetm trade ctedfts outstanding as of January 31, 
1983, for a period of 18 months fUSS1.2 billion); and (iv) the teff- 
nanelag of short-tetm working capital credits to the financial system 
outstanding on Jaauar.p 31, 1983 Into a medlunrtetm loan (USS1.3 billion). 
The impact of the refinancing operation on Chile’s debt service over 
the medium-tern Is presented In Tables 8 and 9. 

In anclclpatlon of the disbursement of new bank finsncing, Chile 
obtained bridge finsacing from foreign banks and the Bank for Intetna- 
tional Settlement in an amount totallng USS450 mllllon. The bridge 
financing till be absorbed by the new medium-term loan of USS1.3 bll- 
lion which 1s to be disbursed in three ttanehes: the first dlsbutse- 
laent of USSSOO mIllIon would be &&nked to Executive Eoatd approval of 
the decision proposed In this paper; a second and third ttanche of 
USS570 mllllon and US5230 million, respectively, will be disbursed 
following Chile’s scheduled purchases from the Fund in late August 
and late November 1983. The new medium-term bank financing Is to be 
channelled to the Central Bank and will have a government guarantee, 
as will all of the refinanced principal payments, short-term financial 

L/ Principal payments by the private corporate sector ate to be te- 
negotiated on an Individual basis. 
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credits, and trade credits of the public sector and ftnsnctal system. 
As the tcfinanclng operation and the related guatantelts had not bwn 
foreseen fn the design of the celling OR zhe contracting and gusran- 
ceeimg of foreign debt by the nonffnanciai public sector (a perbotaulnnr? 
crltetion of the stand-by arrangement). rhe authoricles have tequeszch 
that the ceiling be raised to ~sS5.500 v.l.fLLfon to tvfhct the guarantees 
given as pate of the ref fnancing arrangewmt. 

XII. Staff Apprafeai 

A domstic banking crisis and the subsequent interruption of for- 
eiga bank lending to Chile in January 1983 provoked a sharp expansLon 
of Central Bank credit aa6 a substantial loss in international r:Cm?tves. 
As a result. economic perfotmance deviated significanely ftota the finan- 
cial program supported by a two-year stand-by arrangement approved by 
the Executive Board on January 10, 1983. In Hatch 1983 the authorities 
begam to implement an emergency plan to stabilite the financtal system. 
stem the ioss of international reserves, and recutn to the path of the 
stand-by ptogtm by September 30, 1983. Central Bank credit was tight- 
ened, fiscal measures were taken to help finance the cost of the losses 
of the financial system, and negotiations with foreim banks were under- 
taken to refinance principal payments and obtain the new financing con- 
templated dn the stand-by program. 

Chile’s economfc petfotmsnce so far haa confomed to the emergency 
plan. Oa this basis, it Is expected that Chile will be able eo return 
to the path of the stand-by program by September 30, 1983, as by chat 
time foreign banks will have disbursed new financing equivalent ro the 
net bank capital inflow contemplated in the stand-by program. 

The record of the past three months demonstrates the determination 
of the Chilean authorities to achieve the objectlves of the stand-by 
ptogtsm. The remaining deviatlon of the net domestic assets of the 
Central Bank and the net lntetnatlor,al teser%es of the Central Bank 
from the respective ceiling and target of the stand-by program is due 
principally to the interruption of net lending to Chile by foreign 
banka. Prior to the Executive Board discussion of thco Chilean request, 
notification Is expected from Chile’s foreign bank creditors that the 
required new financing will be forthcoming as planned. The financing 
that is the subjece of ehis notification should ensure that the devia- 
tions that occurred in the arrangement, although significant in magni- 
tude, ate transitory and will be eliminated by September 30, 1983. 
On the basis of Chile’s performance In recent months and of the tempo- 
rariness of the deviations, and giveri the need to facilitate the re- 
establishment of external financing flows, the staff recommends approval 
of the authorities’ request for a waiver of the deviation from the 
June 30, 1983 target of the net international reserves of the Central 
Bank and a related modification of the July l-September 20, 1983 ceiling 
on the net domestic assets of the Central Bank. 
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The reoahcduPfa.~ of prfnc.ipai pamnts by the prtvace ftnarrclal 
system fallfwg &~e 13 !983 ani4 !9@ and t’ne rcffnancfnb of short-terz 
vorkina; capita1 wee by :he ptivste financial systiem have been gfven d 
guvcrnaent giiarantce; 30 0ffirtiaP guarantee bsl ken given to the 
foreign debt of :he nsnf !natwia.l pri va,te sector. It-i order co brtna 
the celling of the ccntractinp and suatanteelng of foreign debt by the 
oonffnancfal publiz: Bettor (a performance crlterton in the stand-by 
program) in line with the outcrwse: of the foreign debt renegotlat.ion 
concluded by the Chilean arithorities. the staff does not object CO the 
request to. raise r?w ccfltng acrordingly. 

The staff notes 01% changes that have occurred in Chftr?‘s exchnnqe 
and trade syst%a and which were adopted to cope with a particularly 
difffcult situation. The spread between the offlclal exchange rate 
and the parallel market rate constitutes a multiple currency practice. 
lkkwevet , the spread has been declfnfng fn recent months and with a suc- 
cessful fmplemencstton of the financial program It should become pro- 
gressively smaller. The exchange tax fmposed on the sale of foreign 
exchange f,or payment of goods imported under import licenses fssued 
prior to March 23, 1983, also conatfcutes a multiple currency practice. 
+ot it wf 1.1 cease to exist on March 24, 1984 at t-he latest. 

The imposition of a deferarent period on import payments constitutes 
a restriction on the making of paym%nts for current tnteratfonal trans- 
actlons. The 8ction is an extension of a similar measure adopted with 
regard to Ifm$tations on foreign exchange sales for a number of invisible 
transactions for which Fund approval has heen granted until December 31, 
1983. The authorities continue to regard these restrictions 8s temporary 
and in:end to take advantage of the review of the exchange and trade 
system to be underteken in the context of the Article IV consultation 
with Chile scheduled for October 1983 co determine 8 schedule for their 
elimination. 
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IV. Proposed Decisions 

A . St-arid-By Artangeakmc 

1. CMlc hss consulted the Fund ta accordance with pata&re?h b of the 

letter dated December l.3, 1982 from the Hinlster of Finance and 

Ecanmy and the President of the Central Bank of Chile attached 

ta the mad-by artaagement for Chile CEBSl83J227. Sup. 21 and 

parbgt8ph 4 of the stun&by arrangemat. 

9 *. The letter &ted -- -, 1983 from the Mnlster of Finance 

and the Presl4enr of the Central 3ank of Chile shsll be attached 

to the s~md-by arrangement for Chfle. and the letter from the 

Hlaister of finance and Eeonoey and the President of the Central 

Bank.of Chile dated December 13, 1982 attached to the stand-by 

arraxtg&mat, shall be read as modified by the fetter of -Y- MW , 

1383. 

3. Accordingly, the limit on the contracting and guaranteeing of 

external debt by the public sector described in table 3 of the 

mtmraruium annad to the letter of December 13, 1982 shall be 

USSS,5OQ mUllon as referred to in the letter of ----- --, 1983, 

and the lie&t on the net domestic assets of the Central Rank of 

Chile for the period July l-September 20, 1983 described tn 

table 4 of the memorandum annexea to the letter of December 13, 

1982 shall be ChS95.5 billion for the period July l-August 15, 

1983, and ChsS9.0 billion for the period August 26-September 20, 

1983, as referred to In the letter ----- --, 1983. 
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4. The Furtd finJs that in light of the letter dated ---- --, 1483 

no additional underrtandings are necessary concerning the non- 

observance of the performance criterion on the net international 

reserve target of the Central Bank for June 30, ‘“53 and that 

Chile may make purchase under the extended arrange=nt, not- 

ulthascziing the multiple currency practices and exchange 

restrictions introduced by Chile as described In EBS/83/13G. 

” 
B. Exdpnge Measure6 

The excessive spread between the official exchange rate and the 

parallel market rate, and the 12 per cent exchange tax applicable to 

the purchase of foreign exchange for certain Import payments constitute 

multtpXe currency practices. Chile has also imposed a 120 days’ 

deferment perf’od for all import payments. This measure represents the 

introduction of an exchange restriction. In view of the temporary 

nature of these measures the Fund grants approval for thefr retention 

until December 31, 1983. 
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Santiago, Chile 
, 1983 

Mr. J. de krosiere 
Managing” Director 
International Monetary Pund 

. Washington, D.C. 20431 
U.S.A. 

Dear Mr. de Larosiere: 

On January 10, 1983 the Executive Board of the Fund approved our 
request for a two-year stand-by arrangement. As we have informed you, 
since then a number of developments have taken place which have caused 
a substantial deviation fro-d the stand-by program. A domestic banking 
crisis and the sukequent interruption of foreign bank lending to Chile 
in January 1983, lad to a sharp expansion of Central Bank credit in 
support c.& the financial system and to a major loss in net international 
reserves. 

As we remain committed to the objectives communicated to you in our 
letter of ,December 31, 1982 and attached memorandum on economic policies, 
in March 1983 we formulated and began to implement an emergency plan to 
qtabilize t%e finarxial system, stem the loss of international reserves, 
and ,return to the original path of the stand-by program. We have taken 
appropriate monetary measures and implemented new fiscal measures equiv- 
alent to 2 per cent of GDP. These measures will permit the provision of 
domestic debt relief by financing the cash ilow gap of the financial 
system withobt raising inflationary pressures. In addition, we have 
entered into negotiations to refinance the repayment of principal of the 
public atd private financial system debt to foreign banks for 1983 and 
1984, and obtain net new financing as contemplated in our original fi- 
nancial program for 1983. 

We have followed closely the course set out under our emergency 
plan. As a result, since March 1983 the expansion of the net domestic 
assets of the Central Bank has been brought under control and the net 
international reserve losses have been reduced to manageable size. We 
intend to continue on this course and are confident that Chile will re- 
turn to the path of the stand-by program by September 30, 1983, as by 
that time banks will have disbursed new resources equivalent to the 
shortfall from the net bank capital inflow projected in the stand-by 
program. In fact, as of June 30, 1983, the remaining deviation of the 
net domestic assets of the Central Bank from the ceiling in the stand-by 
program and of the net international reserves of the Central Bank from 
the target in the stand-by program is expected to be due almost entirely 
to the temporary interruption of net lending to Chile by the foreign 
banking community . 
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In view of the progress made in returning to the stand-by path and 
to facilitate the re-estab?ishment of the foreign financing of the pro- 
gram, we request a waiver of the deviation from the June 30, 1983 tar- 
get of the net international reserves of the Central tiank and a modifi- 
cation of the ceiling on the net domestic assets of the Central Bank 
from ChS13.25 billion that was applicable to the third quarter of 1983, 
to ChS95.5 billion for the period July l-August i5, 1983 period, and to 
ChS57.0 billion for the period Augu;lit 16-September 20, 1983. 

The refinancing over the medium term of repayment of principal by 
the private financial system falling due in 1983 and 1984 and of the 
short-term working capital owed by the private financial system is being 
arranged on satisfactory terms. The government of Chile has extended a 
guarantee to tha;le refinanced amounts but has not provided such a guar- 
antee to the foreign debt of the nonfinancial private sector. As 
neither the refinancing nor the guarantees had been contemplated when 
the ceiling on the contracting and guaranteeing of foreign debt by the 
nonfinancial public sector was established for the stand-by program, 
we also request that the ceiling be raised from US$2,05c' millfon to 
US$5,500 million, in accordance with the provisions of the bank refi- 
nancing agreement. 

In the context of our strategy to stem the loss of net interna- 
tional reserves, in March 19d3. we took a number of measures affecting 
the exchange and trade ,gstem. We consider these measures to be tempo- 
rary and not inconsistent with the objectives of the program supported 
by the Fund. They are, however, subject to approval by the Fund. These 
measures are described below. 

On March 23, 1983, a 120-day deferment period applicable to all 
import payments was introduced. This measure was taken to maximize the 
use of available credit lines and was not intended to restrict imports. 
We intend to relax and abolish this requirement as the pressure on our 
foreign exchange resources eases. 

The uncertainties generated by the banking crisis earlier this year 
resulted in a sizable spread between the official and parallel market 
exchange rate. Following the implementation of the emergency measures, 
the spread has been substantially reduced- We expect that with a return 
to normal financial market conditions and the maintenance of a flexible 
exchange rate in the official market, the spread will diminish. 

On March 23, 1983, as part of the fiscal measures of the emergency 
plan, we imposed a temporary tariff surcharge of 10 percentage points. 
As import registrations existing prior to that date could not legally be 
made subject to the tariff surcharge, an equivalent tax of 12 per cent 
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was.applied to foreign exchange sold for payment of these imports. The 
fos+n~:+cchange tax will disappear when the import registrations out- 
stanci$.ig .on, Harch- 23, 1983 have been utlllzed or have lapsed. 

; .;. 
3~~ &ew of ..the f.oregoing, we request Fund approval of these mea- 

su?+‘- until December 31, 1983. 
,: ,. .” 

Sbcerely yours, 

Carlo8 Caeeres 
Minister of Finance 
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Table 1. Chile: Performance Under the Stand-By Program, 
January-May, 1983 

Jan. 31 Feb. 28 March 31 April 29 Nay 31 

(In billions of Chilean pesos) 

_ 
,N&t domestic assets 

at t-he Central Bank A/ 
Lgglit -6.0 -6.0 -6.0 4.1 4.1 
:A+& 17.6 34.1 51.4 52.8 55.1 
*rgi,n -23.6 -40.1 -56.4 -56.9 -59.2 

Outstanding indebtedness 
’ of ‘the notif inaucial 
‘public sector g/ 

Litit ,_ 
:-.._I AC+ik 

:: ::., 'T ,'.i :.; .,.&kg&n 
,,. ., 

,.. ;-. -. I: ( .., .-.. , ,.: .' _ _ : 
i.z:: _, .- ',^ . sy. ,I.: -- 'c _.,. .+:: 

.: ._ ..,;_ /,. I,.. .'.. 
, : : ' Net,, $lt~.rrra~iona$ 

, ;:, ,. '~~~e~is of the ,. ;; .. 1 ;. :.. . ..I' '&'&traJ ,Ba& 
'. ,, Takget 

.i '. Actual 
Deviatiou 

- - 437 
I - 416 
- - 21 

(In million6 of U.S. dollars) 

1,307 21 1,307 z/ 1,307 1,177 1,177 
1,089 878 641 

A/ 
623 

y 
524 

-218 -429 -666 -684 -783 

-- 

MB 

- 

me 

- 

- 

, ,, Cg$eFac t.lng and 
guaranteeing of 
+xtew debt by 
,the, nonfinancial 
:jmjiUc 6ector 

.L&:&, I 

,A&& 
Marg%n 

2,050 2,050 2,050 2,050 2,050 
390 390 390 390 390 

1,660 1,660 1,660 1,660 1,660 

Source: Central Bank of Chile. 

L/ For purposes of calculating net domestk assets through June 30, 
1983 all foreign currency entries are valued at an accounting rate of 
Ch$74 per U.S. dollar. 

L/ For purposes of calculating these limita, all foreign currency 
entries are valued at an accounting rate of ChS77 per U.S. dollar. 

3/ Target applies to March 31, 1983. 
z/ Target applies to June 30, 1983. 
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'iable 2 . Chile: Interest Rate6 on 30-89 Day Operations 

(In per cent) 

- I Nominal Real l/ 
Loans Deposit6 Loans DepO6itS 

k980 annual average 47.0 37.4 11.9 4.8 
1981 annual average 52 ..O 40.8 38.7 28.6 
1982 annual average 63.1 47.8 35..1 22.5 

: 1982 : 
: Jaririava ,: 4.1 3.2 

3.8 2.8 
3.3 2.4 
3.1 2.1 
3.3 2.4 
3.4 2.5 
4.3 3.5 
4.0 3.2 
4.. 3 3.6 
5.0 4.5 
L.8. 5.0 
5.3 4.6 

3.4 
4.6 
2.9 
3.2 
3.9 
2.7 
2.3 
0.8 

0.2 
2.5 
4.2 

2.5 
3.6 
2.0 
2.2 
3.0 
1.8 
1.5 
a- 

-0.7 
-0.3 

1.7 
3.4 

-Sourpjx Central Bank of ChUe. 

A( The noanal rate less variation In the CPI during the month. 
, I, -. i , .r- .a;/ ;'+iested !#axi.!num nomfnal deposit rate for domestically owned 

. ? -, .: +,&&&:, 

'i.') 
As of April 7, 1-983 2.1 
As of April 20, 1'983 2.3 
As of June 7, 1983 2.1 



Table 3. Chile: Selected Econimic Indicator6 

‘(Pkentage changes) . ., 

1-982 1983 
1981 1982 .I II III IV I 

Real GDP L/ 
Relative to prevloue quarter 

5.7 -14.3 

Industrial production r/ 
Relative to previous quarter 

-12.4 21 -15.1 2/ 

Consumer price6 l-/ 
Relative to previous quarter 

Unemployment rate L/ 
Relative to previous quarter 

8.9 z/ 200.0 z/ 

-9.1 -12.5 -18.4 -17.2 -9.2 
-9.2 -1.8 -3.8 -3.5 -0.5 

-13.5 -18.7 -19.5 -18.1 -4.0 
-16.2 5.3 -0.1 -6.3 -1.8 

7.6 4.5 8.3 19.0 
0.7 -0.2 6.0 11.7 

180.7 227.4 295.1 199.1 
36.4 27.3 25.1 -8.4 

Export6 L/ -14.3 -3.2 -1.7 -0.4 -4.0 -6.7 
Copper L/ (-20.4) (1.1) (1.6) (9.4) (10.6) (-15.7) 
Relative to previous quarter (-6.1) (-0.5) (11.9) (-19.3) 
Non-copper L/ (-8.7) (-6.6) (-4.2) (-7.3) (-15.7) (1.2) 
Relative to previous quarter (4.8) (-3.5) (-12.8) (14.71 

Imports L/ 19.1 -45.0 -27.1 -42.5 -55.8 -53.3 -47.4 
Relative to previous quarter -27.1 -17.4 -15.7 -8.0 -17.9 

23.3 
4.4 

I 
144.7 P 4 
-0.1 I 

-6.8 
(-19.4) 
(-10.3) 

(3.3) 
(7.1) 

Source : Central Bank of Chile. 

l! Relative to the same period of the previous year. 
z/ Index: end-year over e;,d-year. 



.Table 4. Chile: Central Bank Stand-By Program 1983 

(Stocks, In bll’llone of Chilean pesos) 

Dec. 31, 1982 1983 
June 30 Sept. 3Q Dec. 31 

USSl 

Net international re6erves l/ 113.7 122.8 96.7 87.1 90.5 
(In millions of U.S. doll?&s) (1,537-O) (1.659.0) (1,307.O) (1.177.0) (1.177.0) (1 ,O$:ij (1 .Og:xI 

Of which: cuwula tive net 
bank capital inflow 

Net domestic assets 

Medium- and long-terra foreign 
liabilities 

Private sector liabilities 

Nemoranda i team 
Net international reserve6 L/ 

without net bank capital 
inflow (in millions of 
U.S. dollars) 

Net domestic assets without 
net bank capital inflow 

f-4 
-20.7 

45.6 

47.3 

1.537.0 

-20.7 

l-4 /170.0/ /344.Q/ 
-26.6 -6.0 4.1 

46.0 45.6 45.6 

50.2 45.0 45.5 

1,659.O 1.137.0 833.0 

-26.6 6.6 39.6 

1344.01 /642.0/ 
2.4 13.2 

47.5 47.5 

45.5 46.7 

/922.0/ 
23.9 

I 

G I 
47.5 I 

I 
57.4 I 

833.0 410,o 129.0 

28.9 62.6 94.9 

Sources : Central Bank of Chile; and Fund staff e6 timates. 

I/ t&t of US$SSO million of special balance of payments support deposits programed Co have 
be& obtained in 1982. 
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Teble IS. CM@: Cetitral -Bank Ihergwxy Plan 1983 

(Stockr. %n bililonr of Chilean si8aoe) 

-1.982 

Dmc: 31 1/ B&r. 3i 
‘1983 

Jtid .30 June 30 Sept. 30 Dac. 31 
.‘/ USSl ,i x%$74 U8$1. - W8$77 

Net International ree8rve1 2/ 
(In mllllone of U.S. doll&a) 

Of uhlch~: cumulative net 
banI,capital Inflow 
(outf Lou -1 

Net doPestic assets 

Medium- and loag-tara for8ign 
liabilities 

Private sector liabilities 

NenlQranda items: 
Net internatIonal ree8rveu without 

set bank capital inflow 
(in millfone of U.S. dollars) 

Net dom8eti.c aseete wlthout 
net hank capital inflow 

122.8 46.4 23.6 24.6 83.5 82.9 
(1.659.0) (628.0) (320.0) (320.0) (1.086.0) (1,077.O) 

/--/ /-498.01 l-473.01 /-473Af /620.0/ 

-26.6 411.1 74.6 75.5 13.2 

/948.0/ 

4660 45.4 44.8 46.6 45.7 

SO.2 52.2 53.5 53.5 51.1 

19.8 I 

z 
45.2 I 

57.5 

1.659.0 1.126.0 466.0 

-26.6 14.3 

793.0 

39.5 

793.0 

39.1 60.9 

129.0 

94.6 

Sourcee : Central Bank of Chile; and Fund staff estimat8e. 

l-1 Actun? data. 
21 N8f of USS137 million of epecial balance of payments support depootts obtained in 1982. 
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Tab& 6. Chile: Perfoxmance Under the Emergency Plan, 
March-May, 1983 

March 31 April 29 May 31 

74.6 74.6 
52.8 55.1 
21.8 19.5 

- 
-- 

320 z/ 
623 

320 21 
524 

303 204 

2,050 2,050 
390 390 

1,660 1,660 
. .,.i:. I 

,. _i. .: 
. . ..-. At& ..’ 

c 

. . 

. . : 

$&&A:. ~t~akBank’~f Chile. :.y : ,_ _ ! ,, ’ ., 3% 
17. ~~@~!:-p~#oses.of cal$ilating net dmestlc assets through June 30, 

:19%X1 f&r&q crirreticj entries are valued at an accounting rate of 
t%$J# +r W.S. ddllar. 

2FT;pqr purp&s of calculating these limits, all foreign currency 

~en&tes~are value&at aw.accountlng rate of ChS77 per U.S. dollar. 
2). -Target applies to June 30, 1983. 



Tab&e ,i). Chile:,, Central ,Bank &mergdncy Plan 1983 

($to&o, la billlonr of Chilean POIOI) 

Net lntarnrt~onal remrvao g/ 122.8 46.4 23.6 24.6 83.5 82.9 
CZn mill$ons of U.S. dollar*) (1.659.0) (628.0) (320.0) (320,O) (1,086.O) (1.077.0) 

Of which: cumulatlvs net 
bat& capital inflow 
(outflow -) 

Net domestic awmta 

Hedlua- atrd long-term foreign 
llabilltiee 

Private sector ltabilitiee 

Hemoranda items: 
Net international reserves without 

net bank capital inflow 
(in millions of U.S. dollars) 

Net domestic assets without 
net bank capital Lnf low 

/--I 

-26.6 

k498.W /-473.0/ 

51.1 74.6 

46.0 

50.2 

45.4 44.8 

52.2 ,53.5 

1,659.O 1,126.0 

-26.6 14.3 

793.0 

39.5 

/-473.0/ /620.0/ 

75.5 13.2 

46.6 45.7 

53.5 51.1 

793.0 

39.1 

466.0 129.0 

60.9 94.6 

/948.0/ 

19.8 I 
v 
‘0 

45.2 I 

57.5 

Sources : Ceatral Bank of Chile; and Fund staff eetimatee. 

l/ Actual data. 
z/ Net of US$L37 million of special butane8 of payments support deposits obtained in 1982. 
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Table 6. Chile: Performance Under the Emergency Plan, 
?farCh-Muy, 1983 

March 31 April 29 May 31 

(In blllions of Chilean pesos) 

.- Wet .dsi6restlc assets of 

:. the Central Bank _li 
,', 

upit 51.1 
,. Actual 51.0 

._ : -In -0.3 
> .I,, I.,. . 1 

,., ,,.: :' Outstanding $ndebcedness of the 
nonfinanizi~ ptibllc sector z/ 

.T' Limit 
':. -Act& 

437 
416 

PIargln 21 

,(-In miIMons of U&S. dollars) 

..’ 
j, :_ ‘.. “,. . ; Net lqtertuqimal resetvea of the 

. Central &I& 
7 . :-, .: LItit :- _; ',.,. Actual ;bc ; _: ,P? '.. ,. De'viation 

i. -:. - ', ,.; T >, L 1 
,: ".. ;. ., :' Cofktr*ktlbg aud .guarante+ing of 
.-..:.. ‘. .’ ..i :> :‘,. I., ‘., ertern#’ idebt ,by t-h+ nonfinancial 

,. : p., 
:,.:- .:: .- .’ ,. ,p*Ifc-:*ctor 
:.. .,- ./ ‘_ L-q .."' ::: .. .,,:', :, Actual '. ,:, -.' Margin ., 
, : .‘., .-, ’ ’ I 

628 
641 

13 

2,050 
390 

1,660 

74.6 74.6 
52.8 55.1 
21.8 19.5 

- 
a- 

SW 
-- 
-a 

320 z/ 
623 

320 21 
524 

303 204 

2,050 2,050 
390 390 

1,660 1,660 

Source: 1 Cehtral: Bair4; of Chile. 

l-1 For purposes of, &&culating net domestic assets through June 30, 
1983 all foreign qrrmicy entr;ies are valued at an accountfng rate of 
ChS74 per U.S. dollar. 

2/ For purposes of calculating these limits, all foreign currency 
8ntriM are Vdued 8t an. aCCOtmti@ rate of ChS77 per U.S. dollar. 

21 Target applies to June 30, 1983. 
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Table 7. Chile: Operations of the Consolidated NonfInancial Public Sector 

(In billions of Chilean pesos) 

1979 1980 1981 
1983 

1982 Ptog . Rev. 

General government current 
353.8 409.1 420.1 453.5 452.3 

78.8 73.2 m 8o.t m 
revenue 

Taxes OR Income and property 
Taxes on goods and services 
Taxes on intetaational trade 
*clsl security tax 
C&her tax, net of NA rebate 
No&x revenue 

250.9 
55.3 

88.9 
15.6 
40.7 
-1 ..7 
52.1 

132. I 167.9 162.2 234.4 224.4 
2.1.1 28.9 17.9 26.2 43.4 
59,7 60.1 39.3 38.2 42.7 
-8.8 -9.0 -13.9 -18.7 -16.4 
70.8 87.9 82.5 92.7 81.3 

-6pkatiouai surplus of the 
public enterprises 106.8 71.9 P - 108.3 162.5 172.2 

&set: transfers to general 
govefMi%t -65.-C i.8’3.2 -7:l. 3 -89.7 -- -133.0 -129.0 

;Ceneral -goverimtent current 
expenditure 

&ges and salaries 
: ‘*ids and sexyIce 
-,So;clal .securlty psyments to 

.prlvate recipients 
,-Tiausfek and .subsldg payments 

to private *ctor 
-Interest on public debt 
Other 
Transfer for support of the 

financial system 

191 .;ji 263’~3 338..9 387.2 441.2 479.4 
f0.6. ‘94,499.o Q5.f -nm 102.5 

23.5. 33.5 37.4 38.7 45.9 48.4 

54.0 76.0 104.4 120.0 151.5 152.0 

29.6 44.5 88.0 120.9 117.6 131.0 
9.5 9.1 5.4 7.0 14.4 15.4 
4. 1, 3.8 4.7 4.9 3.9 4.5 

- SW 25.5 

Current accouut surplus of 
the public riector E 

18.9 

59-6 13,. 7 m - 

24.1 45.6 - - 

-33.6 16.1 

: Capi ta1 revenues 

Capital exptmdf Cures 
p&ced capftal 

-9inaqisl investment 

51.5 
40.3 
11.2 

78.1 101.2 88.0 105.6 111.6 
m 66.0 57.4 89.9 -K-i- 
19.9 35.2 

&et&l1 surplus or deficit (-1 36.7 59.6 13.7 
‘-General gwylment -- 39.,9 59.c) x-i 
Public enterprises -3.2 0.6 -2I.4 

30.6 15.6 30.5 

-33.6 -30.4 -37.7 -- 
-24.9 -7.4 -33.7 

-8.7 -23 .O -4.0 

-36.7 -59.6 -13.7 
-0;2 -1’.4 14.9 
-36.5 -58.2 -48.6 

33.6 30.4 37.7 I/ 
32.9 ‘30.4 -- -8.9 

0.7 -- 46.6 

, 

.’ 

Situr~s: Mfnlstry of Finance; as&Fund staff estimates. 

I/ This deficit is consistent with the limits on the total indebtedness of 
tk’ noufinancisl public sector of the stand-by progrsm as the 1982 deficit 
YBS sasller thsn had been anticipated at the tfme the limits on indebtedness 

were set. 



2.. 

3. 

4. Net relief (l-2-3‘) 

Mditionril. interest 
jbaymente -I/ 

Amottitdtion pay&trite 
oin r&13&f loatis -- 

.-.A T- - - 

Rescheduling of IIECJ~UIIP 
ad long-ter;m debt 

Consolidation of ehort- 
term debt 

-- -s -- -- 

?- -2 w- 

2 ,.220 680 A37.5 -375 - - - 

1,046 - 

-- 646 

-- 400 

1,046 1,046 262 

646 

40.0 

-1,243 

646 162 

400 100 

-1,133 -277 

Source: Fund staf’f estimates. 

I/ Excludes fees. 
T/ I.ncludea estimated Interest on unpaid matorlt,fes, tolled over until the rescheduling will be 

0pGat ional. 
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Table 9. Chile: Debt Service Payments 1981-91 I/ 

-- 

1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 

(In ail~fions of U.S. dollars) 

1. ?fdiw *Id loug- 
tdtt dtbt 2/ 2,529 z/ 3.187 

Latrl~~t 1 .q2 1,950 
Pritlc.%psl l,lO7’1/ 1,237 

2. Dck to I@ y 70 LO 
cJ-@s 7 2 
ltepurkbaw 63 .- 38 

c _i 

3. Incerwt zyi 
I_ 

*hortytea. 
&6t 5/- : #2 421 

6,n7a 
2.230 
3,648 

2,389 2,347 4,097 4,611 4,012 
1,732 1,827 1,695 1,958 2.01t 

657 520 2,202 2,653 2.395 

36 58 69 232 354 
33 58 69 64 4s 

3 - - 166 309 

5,014 
2,079 
3,335 

5,559 
2,x% 
3,455 

235 11-5 6; 
25 13 5 

2!0 102 62 

5.788 
2,327 
3,461 

23 
I 

22 

3% 210 211) 210 210 240 210 210 

5 .Ew 6,355 
2.327 2.445 
3.5Sf 3,910 

2 i-n 

6,021 
2,538 
3,4A3 

50.6 
50.0 

4269 66.0 70.3 63.7 
62.0” 65.0 67.1 59.2 

69.0 63.8 63.2 55.3 
66.3 62.5 62.7 55.1 

IO. t 9.7 9.2 0.6 7.9 7.3 6.i’ 6.4 6.0 

76.9 51 78.f 73.4 68;9 64.9 61.2 98. L 35.2 52.6 

Tot8.l ,.<f+2+3) 
flsterwt 
Rfltcipal : 

lhibi- Hrl&zQ in 
rel&oa ,eo 
ciJloetti~of .. 

. -. 
; ,,.r. 

.,. ,- I..;:, ‘. 
back ... ., 

.-;. 
-.. .; Inkhtdirig LHi ., ,h+f 12.0 

i ,-.,: Excrudfog:.xnP 96.(1.- 72.0 
.’ ;- . . . . ” . . ,. 

Prtidof -htQiit’ 
wt p8yielus~ 

,&GDP. 5.8 9;9 

iatio .pf wdirtr 
a* lag-term 
debt toGDP 38.3 57.7 

SourcQQ: Central Bank of Chile; ad Fund staff estimates ad proJectiona. 
I’ : 

I/ ProJ.~ctLow :&sw a. lABOR of 10,4. per cent Ia 1983, and 9 per cent in Cm follodng years. The 
‘w&w ipw’ is,;asw to be 1 per qeqk ‘for ,the loans contracted before January 1, 1983, 2-l/B per cent 

.. .for the- 1-w .r~ut@kd ie 1983 and f984. ad- 2+1/b per cent for new loans. The average interest rate 
on acmbeQ. lo+ is,;- to bs qusl to. t,b, jJ&)R. T&e interest rate on short-term debt is assumed co 
be 14 pir CQUC ia iTS3 iad I2 per cent the fdlaul;* years. 

g Xncludes the cqwd$dgti+t into a padiom-~+y loan of US$l-3 blllion of short-term debt. Assuraes 
flous of capital each yam aufflcicat to flaake a current account deficit of the balance of payments 
equ%vrfeng-W 4.3 per CQat of GDP in 1984 aad 3.2 .per cent of GDP in the following years. Nominal C;Dp in 
U.S. dolhr terms is ,uaumed to gw at a rate of fD per cent per year. from 1984 onward. 

21 Excld~~;prep8yments. 
?f AS.QUWS dir u;cqtnt of SDR 162 million ffi 1983 and SDR 216 million in 1964. 
5/ OQ amount outstanding at the end of January 1983, excluding LJSSl.3 billion, which will be txnsoli- 

da&i i&o a -&iui+ek loan. 

5’ Iucludqs cbc conwlidatioa of USS1.3 .blllton of short-term debt. 
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Table IO. Chile: Balance of Payments 

(In millions of U.S. dollars) 

1980 198i 1982 
1983 

Ptogram Revised 

Current~account 
Trade lhlance 

EXports 

-Copper 
’ Other 
Imp0r.t 8 

NOi$%~nclal. services 
Pinanc~al sirv$ces 
Tranafera 

:SDd.a.llocation 
1<'., ', '., 

Overa.ll balance 

Valuation adjustment 

50 

30 - 

1,274 

-30: 

Change in net interna- 
.tionaI~'re&erwiiP 
,:~tiixease 7) .- ,, ~. 1,244,. 

-1,971 
-764 

(4,705) 
/2,1251 
/2,580/ 

C-S ,469) 
-390 
-930 

1 l-3 

-4,652 
-2,598 
(3,960) 

:: % 
t-6:558) 

-726 
-1,428 

100 

-2,382 
218 

(3,783) 
y:f; 

C-3:565) 
-650 

-2 ;050 
100 

-1,602 -1,263 
1,000 1,287 

(4,450) (4,254) 
/ 1,950/ / 1,894/ 
/2,500/ /2,360/ 

(-3,450) (-2,967) 
-648 -500 

-2,054 -2,150 
100 100 

3,165 4 ;669 1,104 1,117 681 
170 ‘376 365 450 200 

2,2.73 3j3.11 1,354 
t-87) C-16.5) (680) 

(2,360). (3,476) (674) 
722, 882 -615 

(172) (437) (50) 
(5.50) (545) (-665) 

591 
(464) 
(127) 

76 

1,033 
(1 ,201)/ 

(-168) 
-552 
(-19) 

(-533Q/ 

50 - 

28 - 

95 - 

-90 

-87 -a 

-1,365 -485 

-28 -- 

-- 
- 

-582 

-- - 

-5 - 1,393 485 582 31 -- 

,.. “,‘. ‘Sources : Central Banl:of Chile; and Fund staff estimates. 

l/ Includes Banco de1 Estado. 
y/ Does not include the consolidation of USS1.3 billion of short- 

te%. debt. 
3/ The revlsed deficit is consistent with the net international re- 

se&e target of the stand-by program as the deficit in 1982 was smaller 
than had been anticipated at the time the net international reserve 
target for 1983 was set. 
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Table 11. Chile: Macroeconomic Flows 

(Ae per cent of GDP) 

1983 
i980 1981 1982 Prog . Rev. 

I. Balance of Payments 

Curieslt account surplus or 
deficit (-) 

'fradehalance 
-7.1 -14.1 -9.9 -7.2 -6.0 
-2.7 -7.9. 0.94.5 6.2 

Net: factor.paymente -3.4 -4.3 
Other services and transfers -1.0 -1.9 

-. .:., 
ca &I Yoknt _ 

b1.5 lq.4 
Private capital and'financial 

-- 

public sector Il.6 11.7 
~No$i&ciaI pub,li&A,qectoi. -0.1 2.7 

<.,I !. ,:.. .' 
. . 

Net 'official international .,. 
,- r reserves (increase -1 :_ -4.5 -. 

- : : .- ,<I ,, ;. ' : ', .,Il _I - 
.'. .' L 

,. II’.. Publ& Sectbr 

', Cl, ,I : 
.. .'..:.iL,'T F&&c. se&or savinga .;, I- -;:1oi 6 5.5 

-- ,,:,, jn :: j. '7 z .,', :..o. _ -: ;-. .,, ,, 
.>. Capital revenue 

I. ..'.. 2.2 3.5 
.' 1 '. - ., 1'. ,. 

'W, : .: '. ';-."~ ,i,.: _ -;,r, ,' ,".,',':‘: , . .'/ .':, 

I : ;- ,>,.a.. . 5." 
,- . ..s. i -. '- .-Capftil expenditure.:' 

. ;<. 
I -. . . . . .- . . ,. .~' " :: .,,., i:, .' 

II:,: ' .:' ::.. .,>,G 1.' -. 7.9, : ,..!,' .' 
:*' , ..:' '*:*- @v&all surplus or,deficit (-). ,t" ., .,.,-s, .. 5.5 1.1 
-*. r :. L.,' :' ', ',. ', '37 . . :2.7 

,, ,. .'f .) ', 
:,. :, :T5'.'4 :I -3.8 

,.,, .b, 
! 

: . 

.-5 
. . . . . 

.i.1 ,.y .: ', ,: ,t I;!.' 3 .IZI. Saving-and Investment 
;$‘-t; ,. .-^"I .. 

,;-:;;;;:, G&;~d&&& i&stmen;: " 20.6 20.7 
‘, Public sector 5.2 5.0 

,~-.‘:. ’ 
..: Prike sect& ,- . . ..,,,. . i;,c;,- ii’ . . . 

_ I , 
.t:*-;, ,* , 

Investment = savings 
External:savings ,: ', -,C,',..... G&& national .I, savio& 

,.I : :~Public &tor. 
Pgivate sector 

-_ _ M&&randa:-‘~tems 
Anpiial grotih rate of real GDP 7.8 5.7 -14.3 4.0 
GDP,:.(in billions of Chilean pesos) 1,075.3 1,2trd.9 1,228.7 1,740.O 1,570.O 

15.4 15.7 

20.6 .20.7 -- 
7.1 14.1 

13.5 
-'(lo.61 

(2.9) (1.1) 

-8.5 -10.0 -10.3 
-2.3 -1.7 -1.9 

4.2 5.0 3.2 

1.5 3.3 3.8 
2.7 1.7 -0.6 

5.8 2.2 

0.2 2.4 1.0 2/ -- 

4.2 1.9 3.7 

.7.2 6.1 -. - 

12.6 15.5 
4.6 5.2 

8.0 10.3 

12.6 15.5 -- 
9.9 7.2 

(Z) 2, 
(2.6) (5.9) 

2.8 11 -- 

7 .,l 

-2.4 3/ -- 
-0.6 

3.0 

13.4 
5.2 

8.2 

13.4 
6.0 

(::“o, 
(6.4) 

Sources : Central Bank of Chile; and Fund staff estimates. 

I/ In naninal terms, the deficit is consistent with the net International 
reserve target of the stand-by program. 

21 Support to the financial system is financed by tax measures.’ 
31 In nominal terms, the deficit is consistent with the ceiling on public 

sector indebtedness contained in the stand-by program. 
Ir/ Excludee external loans obtaineti by the nonfinancial public sector to 

provide balance of payments support to the Ce.itral Bank. These are included 
in the private capital and financial public sector flows. 
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CHART 1 
CHILE 

CENTRAL BANK NET DOMESTIC ASSETS 
ions of Chilean pesos) 

:. 
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..I.. ..’ 
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CHART 2 

CHtLE 

CENTRAL BANK NET INTERNATIONAL RESERVES 
Nlillions of US. dollars 
1800 

Emergency plan path 
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