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The government has faced heavy criticism over President 
Gabriel Boric’s decision to pardon thirteen individuals, most of 
them imprisoned for their part in the 2019 social unrest. The 
right-wing opposition withdrew from negotiations over law-
and-order policy, both Justice Minister Marcela Ríos and the 
president’s chief of staff Matías Meza-Lopehandía were forced 
to resign while Social Development Minister Giorgio Jackson 
narrowly survived an impeachment vote. The Supreme Court 
criticized the government for questioning the sentences.

Public support for the government has declined in the wake of 
the pardons and amid slowing economic activity. According to 
CADEM’s weekly poll, approval of President Boric fell to a low 
of 25% in January, down from 30% at the end of December, while 
disapproval rose to a record 70%, up from 61%. Seventy per cent 
of those polled disagreed with the pardons. Evelyn Matthei, the 
centre-right mayor of Providencia, has emerged as Chile’s most 
popular politician with 68% approval rating.

In January, political parties approved a list of 24 individuals to 
sit on the Expert Commission which will guide the drafting of 
Chile’s new constitution under the deal struck by lawmakers late 
last year.  Composed of former ministers and lawmakers as well 
as legal experts, their make-up match the composition of the 
parties in Congress.

The Committee of Ministers unanimously overturned the 
environmental license granted to the US$3.5 billion Dominga 
iron ore mine and port project (which President Boric criticized 
on taking office last year), citing its impact on vulnerable sea 
life, including whales, dolphins, and otters. Mining industry 
leaders criticized the move for prioritizing political over 
technical justifications. Owner Andes Iron promised to appeal 
the decision in the courts.

In January, the government launched a US$2.0 billion support 
package for households during the economic downturn, 
including an increase in government for around three million 
vulnerable families, the expansion of free school meals, and the 
extension of jobs subsidies until the end of June 2023

The government unveiled a US$1.3 billion project to link 
Santiago and Valparaiso by rail by 2030. Passing through Tiltil, 
La Calera and Limache, it is expected to reduce travelling times 
between the two cities and bring economic development to a 
quieter corner of central Chile.

The Chamber of Deputies in full will begin debating the 
government’s flagship tax hike in March.

Economic data

Inflation remains at a historically high level but is expected to 
ease over the coming months. The government’s Consumer 
Price Index rose by 0.3% in December, its lowest increase 
since February 2022. The increase brings to annual inflation 
to 12.8%, compared to a peak of 14.1% in August. The recent 
easing reflects the decline in energy prices which fell by 0.8% in 
December alone.

As inflation has eased, so have inflation expectations, albeit 
slowly. Analysts surveyed in early January predicted that the 
CPI would decline to 5.0% by the end of the year, down from 
5.5% predicted six months earlier but significantly ahead of the 
Central Banks 3.6% forecast. But they see inflation returning to 
3.3% by the end of 2024, close to the Bank’s medium-term 3.0% 
inflation target.
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On January 26th, the board of the Central Bank voted for the 
second time to hold its benchmark interest rate at 11.25%. 
Warning that inflation remains very high, the Bank reiterated 
that it would hold the rate at this level until it saw clear signs 
inflation was falling. Following the announcement, many 
traders no longer expect the Bank to begin cutting interest rates 
in April.

The Chilean economy has begun to contract in the wake of 
the post-pandemic spending boom. According to the Central 
Bank, activity declined by 2.5% in November, compared the 
same month of 2021, reflecting steep declines in retail (down 
8.8%), manufacturing (down 6.5%), while services, which drove 
growth last year, expanded by just 0.1%. Analysts now expect the 
economy to contract by 1.5% this year, in line with the Central 
Bank’s 0.75%-1.75% forecast.

The unemployment rate averaged 7.9% in the three months to 
November 2022, little changed from previous quarters but up 
from 7.2% at the end of 2021. In recent months, new jobs in retail 
and agriculture have offset jobs lost in the manufacturing and 
construction sectors.

The Chilean Peso has appreciated sharply against the US 
dollar, reflecting the global weakness in the US currency and 
the rally in copper prices since mid-December. By late January, 
the Chilean peso was trading around CLP 800/dollar, up from 
20% from three months earlier and its strongest level since April 
2022. 

Chile’s quarterly trade deficit rose to US$2.6 billion in the final 
three months of 2022, up from US$785 million twelve months 

earlier, as imports fell sharply. Imports slipped 11.3% to US$21.7 
billion, as imports of capital, consumer and intermediate goods 
fell offsetting a 23.5% increase in energy imports. Exports fell 
3.9% to US$24.3 billion as lower mineral experts, especially 
copper, offset higher industrial exports.

International copper prices have soared to over US$4.20/lb in 
January, their highest levels in more than six months, driven by 
relaxing of China’s lockdown rules, the fall in US inflation and 
low inventories. In January, the Chilean Copper Commission 
raised its price forecast for this year to US$3.85/lb, from 
US$3.70/lb previously.

Copper production during the first eleven months of the year 
reached 4.9 million tonnes during the first eleven months of 
the year down 5.6% from the same period of 2021, as mining 
companies contend with lower ore grades and water shortages. 
Reflecting lower prices and production, copper exports fell 21.0% 
in the fourth quarter to US$11.4 billion. In contrast, lithium 
exports rose sevenfold to US$1.9 billion.

Amid slowing economy activity, business confidence has 
declined again. The Monthly Business Confidence Indicator, 
published by the Adolfo Ibáñez University and business 
organization ICARE, fell to 34.93 points (excluding mining) 
in December, down from 50.43 at the start of last year and its 
lowest level since July 2020, at the height of the first Covid-19 
lockdown. Consumer confidence remains extremely weak 
with GfK’s Economic Perceptions Index fell to 23.1 points in 
December, down 15 points from twelve months earlier.
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