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Chile’s Supreme Court is enmeshed in its worst crisis since 
the return to democracy after lawmakers began impeachment 
procedures to remove three of its 21 judges. Two were found 
to have maintained contacts with Luis Hermosilla, a well-
connected lawyer who was jailed in August while he is 
investigated for alleged bribery and other charges. A third did 
favours for his daughter who is also a judge.

In September, lawmakers completed approval of the 
government’s tax compliance legislation. The first part of 
the government’s flagship tax reform, the Finance Ministry 
estimates that will increase public revenues by 1.5% of GDP 
by clamping down on tax avoidance and evasion and informal 
employment.

After seven years of debate, Congress gave final approval to a 
new Data Protection Law which will bring Chile into line with 
international standards for the protection of personal data 
and creates an agency with powers to sanction those which 
breach the rules. The law will also facilitate the transfer of data 
between Chile and the European Union, creating new business 
opportunities.

President Boric delayed the announcement of legislation to 
forgive student debt under the state-guaranteed loan system 
(known as CAE), a key promise from his 2021 election 
campaign.

In its latest Monetary Policy Report, the Central Bank narrowed 
its growth forecast for 2024 to 2.25-2.75% (from 2.25-3.00% 
previously) but maintained unchanged its outlook for 2025-2026 
at 1.5-2.5%. However, the bank lowered its estimate for trend 
GDP for 2025-2034 to 1.8% (down from its previous estimate 

of 1.9% for 2024-2033), blaming the slow recovery in workforce 
participation since the pandemic.

Support for the government has stabilized ahead of municipal 
and regional elections in October. Approval of President Boric 
reached 35% in the latest weekly poll from CADEM, little 
changed from previous weeks but up from a low of 24% in May.

Economic Data

The Chilean economy grew by 4.2% in July, compared with 
twelve months earlier, its fastest pace in more than two years, 
driven by growth in all sectors, specially manufacturing and 
retail. Analysts surveyed in September predicted that the 
economy would grow by 2.4% this year (little changed from 
three months earlier), before slowing to 2.2% in 2025 and 2.1% in 
2026.

Unemployment rose to 8.7% in the three months to July, its 
highest level since late 2023, as the economy struggled to create 
enough jobs to match the expansion of the workforce. Many of 
the jobs are precarious with the number of informal workers 
growing by 5.4% compared to a 2.4% rise in the number of 
people in work. Workers’ real wages (adjusted for inflation) rose 
by 3.1% in the year to July, their fastest rate since last year.

Inflation has continued to rise. In August, the government’s 
Consumer Price Index rose 0.3%, lifting annual inflation to 4.7%, 
its highest level in nine months. The rise was driven by higher 
food and energy prices.

In its latest forecast, the Central Bank warned that higher 
electricity and shipping costs and the weaker peso will drive 
inflation in the short term, causing the government index to end 
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the year at 4.5%, up from 4.2% predicted three months earlier. 
The Bank will not achieve convergence with its medium-term 
target rate of 3.0% until late 2026.

The Central Bank has sped up its withdrawal of the monetary 
policy stimulus after a pause in July. But the 25-basis point 
reduction to 5.5% is the smallest since it began cutting its 
benchmark interest rate in mid-2023. Analysts surveyed after 
the meeting predicted the rate would fall another 50 bp by the 
end of the year (to 5.0%) and stay above 4.0% over the next three 
years.

Business confidence remains weak. In August, the Monthly 
Business Confidence Indicator reached 41.92 points 
(discounting volatile mining data), little changed from the 
previous three months. Improved confidence in manufacturing 
was offset by gloomier construction data. All three sectors are in 
negative territory.

Consumer confidence remains low but has strengthened in 
recent weeks. GfK’s Economic Perceptions Index reached 33.2 
points in August, up five points from July, largely due to a jump 
in consumers’ assessment of their personal economic situation 
and the outlook for the economy.

Chilean share prices have recovered since the global slump in 
stock prices in early August. By late September, the IPSA index 
had reached 6,560 points, a two-month high, driven by strong 
growth in the US, the cut in the Federal Reserve interest rate 
and talk of a Chinese stimulus.

The international copper price rallied during September 
reaching $4.47/lb by Sep 27, up more than 10% in four weeks 
and its highest level in around three months. The rally has been 
driven by expectations that China is about to announce a major 
stimulus for its struggling real estate market.

Chilean copper production has begun to rise after falling to 
its lowest level in a decade in 2023. Production during the first 
seven months of the year reached 3.0 million tonnes, up 2.0% 
from a year earlier.

In response, the Chilean Peso has appreciated sharply against 
the US dollar, reaching CLP 893/dollar by late September, its 
strongest level since late May.

Chile’s trade balance during the first eight months of the year 
reached US$15.0 billion, up 41.1% from a year ago. While 
exports rose 3.8% to US$66.3 billion on increased shipments of 
copper and fresh fruit, imports fell 3.6% to US$51.3 billion, on 
lower imports of capital goods.
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