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The government and its supporters suffered losses in regional
and municipal elections in October and November, including
the key mayoralty of Santiago Centro. However, the gains

for the centre-right opposition were not as overwhelming as
some predicted raising uncertainty about the results of next
year’s presidential and congressional votes. For example, the
opposition won just five out 13 regional governorships (up from
one previously) while, government supporters held onto eight,

including Metropolitana and Valparaiso.

Centre-right former minister and mayor Evelyn Matthei
continues to lead polls (24% in the latest Cadem poll) to
become Chile’s next president, followed by far-right candidate
Jose Antonio Kast (14%) and former centre-left head of state
Michelle Bachelet (although she has so far ruled out running).
However, Tomds Vodanovic, a close ally of President Gabriel
Boric and mayor of Maipu, has emerged as the country’s most
popular politician with a 72% approval rating (just ahead of
Matthei on 71%).

The government has cut public spending this year and next

by around US$1.5 billion following the sharp slowdown in

the economy recorded in September (See Economic Data).
Under the revised budget legislation under debate in Congress,
spending will now rise by just 2.1% next year, down from the
government’s original 2.7% proposal, a fall of around US$500

million.

Following the votes, there is growing concern that the

government will not be able to pass its flagship reforms of the
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tax and pensions systems ahead of next year’s presidential and
legislative elections.

In early November, President Gabriel Boric ruled out a long-
anticipated cabinet reshuffle that would have allowed Interior
Minister Carolina Toha to run in next year’s presidential
elections. Her approval rating has fallen to just 24% over the
government’s handling of the resignation of deputy interior
minister Manuel Monsalve on rape charges.

Support for the government has fallen in the wake of the
Monsalve sandal. According to the weekly CADEM poll,
approval of President Boric fell to 26% by late November, its
lowest level in more than six months, while disapproval rose to
67%.

BHP, the world’s largest mining company, announced plans to
invest almost US$14.0 billion to bolster production at its three

copper mines in northern Chile. Permitting will begin next year.

Donald Trump’s victory in the US elections and the Republican
Party’s clean sweep in Congress has raised concerns that Chile
could be hit by changes in US trade policy over the next year,
especially steep tariffs on Chinese imports which could affect
growth in the main market for Chilean exports. The Central
Bank highlighted trade and geopolitical tensions as the
principal risk for Chile’s financial stability over the coming year.



Economic Data

Economic activity expanded by 2.3% during the third quarter,
compared with twelve months earlier, driven by rising copper
production, strong manufacturing, the recovery in retail sales
and personal services (due to early winter school holidays).

However, after growing by 4.2% and 2.3% in July and August
respectively, activity was flat in September as expansions in
retail and services was offset by declines in manufacturing, and

other forms of production (especially power generation).

The sudden slowdown in September has led analysts surveyed
by the Central Ban to cut growth forecasts for this year to
2.2%, down from 2.6% five months earlier, reflecting slowing
consumption and falling investment. The economy is set to

grow bij.St 2.1% next year

Unemployment averaged 8.7% in the three months to

September, down from 8.9% in the previous rolling quarter and
the same period of 2023. Wages slowed in September, rising by
7.8% on annual terms, down from 8.7% in October, or 3.5% once

adjusted for inflation.

Inflation has continued to rise. The government’s Consumer
Price index rose by 1.0% in October, lifting annual inflation

to 4.7%, its highest level so far this year (previously reached

in August). The monthly increase (the highest in almost two
years) was driven by the adjustment in electricity prices after the

pandemic-era freeze as well as higher food prices.

As a result, analysts now expect inflation to end the year at
around 4.7%, up from 3.8% six months earlier, and that it will
not return to the Central Bank’s medium-term 3.0% target until
2026.
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The Chilean peso has depreciated sharply over the last month
moving to over CLP 980/US dollar for the time in ten months as
markets reacted to the result of the US election.

On October 17", the board of the Central Bank voted
unanimously to reduce its benchmark interest rate by 25 basis
points to 5.25%, their lowest level in two years.

Chilean share prices have rallied through the third quarter
before pulling back. After hitting its highest level (6,754 points)
in six months in late October, the IPSA sank to below 5,500
points in November as concerns about the outlook for the global

economy grew.

Mine production has continued to recover after last year’s
slump. Copper production reached 1.4 million tonnes in the
third quarter, up 4.4% from the same period of 2023.

International copper prices have declined over the last month,
falling below US$4.00/b for the first time in three months as
investors reacted to the victory of Donald Trump in the US
elections and disappointed over China’s stimulus package

Lithium prices have continued to slump, averaging less than
US$1o/kilogram in the third quarter. This has offset the sharp
rise in the lithium production by Albemarle and SQM.

Exports during the first ten months of the year rose 4.9% to
US$82.8 billion, driven by higher mineral and agricultural
exports, while exports fell 3.4% to US$64.4 billion as imports of
capital goods declined. As a result, Chile’s trade surplus in goods
rose 50.5% to US$18.4 billion, its largest for this period in 17

years.
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