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Public Finance: Revenue dynamics risk a greater deficit

According to the Budget Office’s monthly report, the Central Government’s real revenues contracted by 6.7%
YoY in May (+4.4% YTD). Tax refunds associated with the annual tax filing season explained the decline. Cyclically-
related real revenues (tributacion resto contribuyentes, comprising of over 80% of total revenues) fell 19.7% YoY in
real terms. However, considering April and May together, the net result of the tax filing season was broadly in line with
2025 and slightly above historical averages. The decline was driven mainly by a 24.2% real annual contraction in tax
payments from non-mining taxpayers, while private mining tax revenues rose at a double-digit pace amid elevated
copper prices. Non-tax revenues rose 33.5% YoY, driven primarily by a 156.7% increase in property income following
ENAP’s first dividend payment of the year.

Fiscal spending remained contained in May, with total budget expenditure rising just 0.4% YoY in real terms
(1.1% YTD). The modest increase reflected continued moderation in current spending growth, which slowed to 3.3%
after expanding at rates above 6% during February—April, while a sharp 15.7% real decline in capital spending
weighed on overall expenditure.

As aresult, May’s monthly fiscal balance reached a deficit of 1.0% of GDP (in line with May 2025). On a 12-
month moving average basis as of the end of April, the central government’s revenues ticked down to 21.5% of GDP,
and expenditures also edged 0.1pp down to 23.9% of GDP, leading to a stable nominal deficit of 2.5% (2.8% in March
2026 and 2.6% as of May 2025).

Liquid assets rose at the margin. Liquid assets in the Treasury rose at the margin in May to USD4.2 billion, up from
USDO0.6 billion in March (and USD 3.1 billion in May 2025). Meanwhile, AUM in the sovereign wealth funds edged up
to USD14.5 billion (USD14.2 billion in 2025 and USD 13.0 billion in 2024).
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Expenditures remain well above revenues Liquid assets rose at the margin
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Our take:

e Persistently weaker economic activity poses headwinds to revenue dynamics, and hence risks of a
greater nominal fiscal deficit. In our view, revenues during the key tax season (April-May) were essentially
in line with forecasts, unable fo deliver a cushion. Even though roughly USD2 billion (0.5% of GDP) in
spending cuts have been implemented for the year, real public spending is still projected to grow by 2.8% YoY
in 2026.

e On the financing front: According to the MoF’s 3Q26 local currency issuance calendar issuance is projected
to reach roughly USD7.1 billion in the quarter, according to our estimates, of which roughly 70% is planned to
be in nominal notes maturing by the end of 2027. Separately, the MoF announced two new bonds maturing in
2037 (inflation-linked) and 2038 (nominal). Issuance in the year has reached USD 9.2 billion of the annual
USD17.4 billion plan and is projected to reach USD16.3 billion by the end of 3Q26. We expect the MoF to
issue debt offshore once their request to issue additional debt is approved by Congress. The central
government is implementing sales of certain assets, mainly real estate. We expect state owned firms,
including CODELCO, to also assess potential sales.

e Dollar sales in 2026: Dollar sales address the government’s gross financing needs, disregarding exchange
rate considerations. We estimate gross financing needs close to USD24 billion in 2026. We estimate
total dollar sales of USD 13.6 billion during 2026, sourced mainly from mining-related revenue and foreign
currency issuance. See our report on the MoF’s dollar sales here. As in previous years, the MoF is authorized
to hedge up to USD4 billion in foreign currency debt in 2026; official records suggest the outstanding stock of
hedges through 1Q26 reaches ~3% of gross public debt, roughly USD4.5 billion.



https://macroattachment.cloud.itau.com.br/attachments/2961fa17-ec60-4416-8e05-3134ff8928b4/20260610_MACRO_VISION_CH_dollar_sales.pdf
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» Upcoming data & relevant events:

The Budget Office should publish the 2Q26 Public Finance Report on July 14 and June fiscal data on July 31.

e We expect the MoF and Budget Office to resume dollar sales this month in sizable amounts once the MoF
issues foreign currency denominated debt, to take place after Congress approves the request to issue
additional debt this year (USDG.2 billion).

e Inour view, Congress will approve the National Reconstruction Bill by the end of September, at the latest, with
a few amendments that reduce the reform’s net deficit impact in the coming years.

e The MoF and Budget Office should convene the external committees on non-mining trend GDP and long-term

copper prices by mid-July, as part of the 2027 budget preparation process, which must be presented to
Congress by September 30.

Table 1. Central Government Revenues

2026, year-to-date

CLP million % YoY, real % of Total | CLP million % YoY, real % of total % of GDP

Net tax revenues 1,889,861 -19.7 65.0 | 27,588,902 0.9 83.9 7.6

Private mining taxes 331,503 1.1 1.4 3,411,864 30.6 10.4 0.9

Other taxes 1,558,358 -24.2 53.6 | 24,177,038 -2.3 73.5 6.6
CODELCO Transfers 153,980 29.5 5.3 733,249 259 22 0.2
Social security contributions 391,180 15.3 13.4 2,116,788 21.6 6.4 0.6
Donations 62,751 4,109.8 2.2 84,351 825 0.3 0.0
Property Income 259,818 156.7 8.9 950,218 73.5 2.9 0.3
Operating Income 113,796 -15.8 3.9 657,553 -0.9 2.0 0.2
Other Income 37,994 -43.8 1.3 767,512 16.2 2.3 0.2
Sale of physical assets 308 26.4 0.0 1,652 13.0 0.0 0.0
Total Revenues 2,909,687 -6.7 100.0 [ 32,900,224 4.1 100.0 9.0

Source: Budget Office, Itau
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Table 2. Central Government Expenditures

2026, year-to-date

CLP million % YoY, real % of Total CLP million % YoY, real % of total % of GDP

Current Expenditures 5,831,478 3.2 87.2| 31,001,515 3.5 88.7 8.5
Subsidies and donations 2,204,666 5.1 33.0| 11,099,681 3.2 31.8 3.0
Personnel 1,390,111 5.0 20.8 7,531,693 5.1 21.6 2.1
Social security payments 1,438,988 0.9 215 6,942,913 3.2 19.9 1.9
Goods and Services of 550,580 0.7 82| 3,140,923 14 90 0.9
Consumption and Production
Interest payments 229,854 2.0 3.4 2,183,928 4.5 6.3 0.6
Others 17,279 -16.6 0.3 102,377 -8.3 0.3 0.0

Capital Expenditures 858,070 -15.7 12.8 3,937,178 -14.2 11.3 1.1
Capital Transfers 568,172 -2.6 8.5 2,584,211 -4.3 7.4 0.7
Investment 289,899 -33.2 4.3 1,352,966 -28.3 3.9 0.4

Total Expenditures | 6,689,549 0.4 100.0 | 34,938,693 1.1 100.0 9.6

Source: Budget Office, Itau

Table 3. Treasury Assets
USD million, end of period

2024 2022 2023 2024 2025 |— 2026 |

1Q26 Apr May % of GDP
Treasury's Liquid Assets (OATP) 4,098 3,925.5 525.9 419.3 46.3 597.0 3,139.0 4,150.7 1.3
CLP 2,726 1.2 - 312.5 43.6 209.7 1,777.4 2,070.2 0.6
usD 1,371 3,924.3 525.9 106.8 2.7 387.3 1,361.6 2,080.5 0.6
Sovereign Wealth Funds 9,930 13,989.5 14,668.7 12,996.5 14,211.3 13,692 14,268 14,543 4.4
Stabilization Fund (FEES) 2,457 7,514.2 6,030.1 3,618.2 3,898.1 3,874.6  3,900.3 3,900.0 1.2
Pension Reserve Fund (FRP) 7,473 6,475.3 8,638.6 9,378.3 10,313.2 9,817.6 10,368.0 10,643.5 3.2
Others 872 768.9 711.0 686.9 938.4 938 813 749 0.2
Total Treasury Assets 14,900 18,683.9 15,905.6 14,102.7 15,195.9 15,227.5 18,220.6 19,443.2 59

Source: Budget Office, Itau
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. This report has been prepared and released by the Macro Research Department of Itad Unibanco S.A. (“Itau Unibanco”). This report is not a product of the Equity
Research Department of Itad Unibanco or Itat Corretora de Valores S.A. and shall not be construed as a research report (“relatério de analise”) for the purposes of
Article 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 Itad 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 ltai Unibanco.
Additional information on the financial products mentioned in this report may be available upon request. Itai 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.

5. This report may include sections generated with the support of artificial intelligence tools. All content has been reviewed and validated by the authors to ensure the
accuracy and integrity of the information presented.

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.
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