


' Chile: Top themes for 2025

1. Will the recovery in mining investment spill over to the non-mining sector?

= Imports of machinery and equipment favor an investment improvement, but significant headwinds persist.

2. Heading for the fifth year of inflation above the 3% target.

= Alarge electricity price adjustment at the start of the year and indexation pressures will prevent a swifter
inflation convergence path.

3. Will the recovery in fiscal revenues in 2025 allow for a significant fiscal consolidation?

= Continuing to miss targets would further tarnish Chile’s fiscal credibility.

4. Chilean peso remains under pressure.

= Low-interest rate differentials and exposure to China will keep the CLP volatile.

5. Will the BCCh insist on heading to the neutral nominal rate?

= Local and global uncertainty favor caution in the short-term.

6. A presidential election year; global evidence points to an anti-incumbency sentiment.

= Leading up to the election political efforts will be focused on reaching a pension reform agreement.



investment recovery in 2025.

1. Will the recovery in mining investment spill over to the non-mining sector?
Gross Fixed Investment contracted 1.1% in 2023 and by a similar rate last year. Leading indicators point to an

= |mports of capital goods, particularly machinery for mining, and FDI inflows point to an investment rebound in 2025 of around 3%.

= Nevertheless, geopolitical risks that heighten global uncertainty may see greater domestic caution in investment decision-making.

Planning to invest next year?
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1. Partial investment recovery expected but will it spill over to the non-mining sector?

Weak construction has played a key role in the investment decline and indicators suggest it will remain sluggish
ahead.

= While construction sentiment has stabilized, it remains at low levels. Commercial loan creation has not shown signs of rebounding
despite lower interest rates.

= Authorized housing building space is at record lows, and more stringent construction regulation over the last decade is likely to
limit investment appetite.
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2. Heading for the fifth year of inflation above the 3% target.
Inflation ended 2024 at 4.5%, below the central bank’s 4.8% and our 4.7% call.

= The drag from tradable prices at the start of 2024 diminished amid weakened CLP dynamics.

= Successive minimum wage adjustments since 2022, resulting in over a 40% nominal increase (around double the CPI gain), was a
key cost factor.

= Despite CPl ending below the BCCh’s December estimate, pressures at the margin remain elevated (near 5% for core prices).
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2. Heading for the fifth year of inflation above the 3% target.
Payback from December and a higher CLP path behind a larger 2025 inflation call

= The downside CPI surprise in December (-0.2%MoM: -14bps surprise) was led by volatile items linked to Cyber sales events that will
likely rebound in January (adding 0.1pp to our prior call).

= Additionally, an expected 10% accumulated electricity price hike at the start of the year will keep price pressures elevated.
= A higher expected average CLP path will add 0.2pp to our call.
= We now expect 25YE inflation of 4% (3.7% previously).
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3. Will the recovery in fiscal revenues in 2025 allow for a significant fiscal consolidation?
Continuing to miss targets would tarnish Chile’s fiscal credibility further.

= After the significant revenue forecast miss in 2024, Congress unprecedently forced the administration to cut the original 2025
budget proposal.

= Since the 2025 Budget discussions, higher inflation and interest rate expectations increase growth headwinds that may once again
challenge revenue estimates.
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4. Chilean peso remains under pressure.
Low-interest rate differentials and exposure to China will keep the CLP volatile.

= The CLP evolution during the most of 2H24 came in at the lower bound of our forecast range, but dynamics post US election have
exceeded expectations.

= The extensive rate normalization process in Chile has left the currency more vulnerable to swings in global risk aversion and
investor sentiment.
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4. Chilean peso remains under pressure.
Some short-term overshootingis likely occuring.

= Low liquidity at the end and start of the year has likely amplified recent currency moves.

= Locals, rather than foreigners, seem to have driven part of the recent weakening. We expect the Ministry of Finance to sell between
USD 7-8 billion this year.

= While we retain our 955 USDCLP YE call, we have incorporated a higher path of around 2%.
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4. Will the BCCh insist on heading to the neutral nominal rate?
With the 25bp cut to 5% in December, the central bank has undertaken the bulk of the expected cutting cycle.

= The updated rate path saw a minor upside revision, but the endpoint remained at 4%.
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4. Will the BCCh insist on heading to the neutral nominal rate?
Rising inflation expectations, a higher FFR path and global uncertainty favor caution ahead.

= With domestic inflation expectations showing signs of rising, we expect a rates-on-hold decision later this month.

= While the key two-year median analyst expectation is anchored to the 3% target, the distribution shows more than 40% expect
higher inflation (up from 26% in September).

= Qur call to eliminate rate cuts in the US supports a higher domestic rate path. We now see the MPR remaining at 5% this year
(+50bps from our December scenario).
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6. A presidential election year; global evidence points to an anti-incumbency sentiment.

Polls point to a swing back to a center-right administration. Leading up to the election political efforts will be focused
on reaching a pension reform agreement.

= Macro developments will likely challenge the success of electing a continuity candidate.

= Long-time politician Evelyn Matthei is consolidating her candidacy among the right. Polls show her winning a runoff against all
challengers with Michelle Bachelet posing the tightest race.

= Closing the chapter on pensions and focusing of reducing investment red tape and stimulating productivity will need to be targets
of any incoming administration.
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CHILE | Forecasts

Given a minimal interest rate differential, our revised scenario of no cuts in the US and rising domestic inflation
expectations leads us to raise our YE25 MPR call by 50bps to 5% (no cuts this year). A higher January CPI expectation
and increased CLP path results in inflation of 4% this year (+30bps). Risks to activity tilt downwards.

2019 2020 2021 2022 2023 2024F 2025F 2026F

Current Previous Current Previous Current Previous

Economic Activity

Real GDP growth - % 0.6 -6.1 11.3 21 0.2 2.2 2.2 1.9 1.9 2.0 2.0

Nominal GDP - USD bn 273 254 311 303 332 311 316 319 324 352 352

Population (millions) 19.1 19.5 19.7 19.8 20.0 201 20.1 20.2 20.2 20.3 20.3

Per Capita GDP - USD 14,312 13,068 15,810 15,294 16,617 15,490 15,735 15,795 16,038 17,331 17,331

Unemployment Rate - year avg 7.2 10.8 8.9 7.9 8.7 8.5 8.5 8.5 8.5 8.2 8.2
Inflation

CPI-% 3.0 3.0 7.2 12.8 3.9 4.5 - 4.0 3.7 3.0 3.0
Interest Rate

Monetary Policy Rate - eop - % 1.75 0.50 4.00 11.25 8.25 5.00 - 5.00 4.50 4.50 4.50
Balance of Payments

CLP /USD - eop 753 711 851 851 879 996 - 955 955 930 930

Trade Balance - USD bn 3.0 18.9 10.3 3.7 15.3 221 - 21.0 21.0 18.0 18.0

Current Account - % GDP -5.3 -1.9 -7.4 -8.6 -3.6 -2.5 -2.5 -2.6 -2.6 -2.9 -2.9

Foreign Direct Investment - % GDP 5.0 4.5 4.9 6.0 6.6 5.3 5.2 49 4.8 4.8 4.8

International Reserves - USD bn 40.7 39.2 51.3 39.2 46.3 44 .4 - 50.0 50.0 58.0 58.0
Public Finances

Primary Balance - % GDP -1.9 -6.3 -6.9 -1.6 -0.7 -1.9 -1.9 -0.7 -0.7 0.2 0.2

Nominal Balance - % GDP -2.9 -7.3 -1.7 1.1 -2.4 -3.0 -3.0 -1.8 -1.8 -1.0 -1.0

Net Public Debt - % GDP 7.9 134 20.2 204 23.1 26.6 26.4 27.5 27.5 27.5 27.5
Source: IMF, Bloomberg, BCCh, INE, Haver and Itau
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Mario Mesquita — Chief Economist

To access our reports and forecast visit our website:
https://www.itau.com.br/itaubba-pt/macroeconomic-analysis

Relevant Information

1. This report has been prepared and released by the Macro Research Department of Itai Unibanco S.A. (“ltad Unibanco”). This report is not a product of the Equity
Research Department of Itau Unibanco or Itat Corretora de Valores S.A. and shall not be construed as a research report (“relatério de analise”) for the purposes
ofArticle 1 of the CVM Instruction NR. 20, dated 2021.

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to be
reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itad Unibanco does not make
any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a complete
statement or summary of the markets or developments referred to herein. Itad Unibanco has no obligation whatsoever to update, modify or amend this report and inform
the reader accordingly.

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously,
including in relation to Itat Unibanco, Itau Corretora de Valores S.A. and any other companies within their economic group.

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of ltat Unibanco. Additional
information on the financial products mentioned in this report may be available upon request. Itau Unibanco and/or any other company within its economic group is not
and shall not be liable for any investment decisions (or otherwise) based on the information provided herein.

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, tax,
legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision based on
the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments described in this
material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains proprietary information
and you agree to keep this information confidential for your exclusive use.

For inquiries, suggestions, complaints, criticisms and compliments, talk to Ital’s CSCC: 0800 728 0728. Or contact us through our portal
https://www.itau.com.br/atendaitau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itau Corporate Ombudsman: 0800 570 0011 (on
weekdays from 9 AM to 6 PM) or our PO Box 67.600, Sao Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722.
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