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CHILE — Mining'’s role in the economy and the outlook

P In this note we briefly discuss the recent developments in mining and the outlook for mining-related investment.
Mining-related activity contributed to a faster-than-expected GDP recovery in 2024, a greater trade surplus, an
uptick in fiscal revenues, and additional employment, among others. After two consecutive years of contraction,
investment is projected to bounce back in 2025, primarily driven by an uptick in mining. Spillovers to the economy
at large are a key watchpoint for activity forecasts going forward.

Mining, primarily copper production, played an important role in the recovery of Chile’s economic activity in
2024. According to the BCCh'’s national accounts, mining rose by 6.2% YoY in 2024, following three consecutive
years of contraction, contributing roughly 0.7pp of the 2.5% growth in the year (Chart 1, 2a). Non-mining activity rose
by 2.0% YoY in 2024, up from 0.3% in 2023. Last year’s upswing in mining output reflects the effects of greater
production in existing mines, and base effects from the absence of weather shocks, among others, which outweighed
the structural pressure from deteriorating ore grades. Most of the increase in copper production was concentrated in
the private sector (Chart 2b), particularly in Quebrada Blanca and Escondida.
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Chart 2. Copper production in Chile
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Source: COCHILCO.

The recovery in copper production and higher prices contributed to an even greater trade surplus ... Goods
exports reached a record USD100 billion in 2024, with copper exports amounting to USD50.8 billion, the second
greatest ever (USD52.5 billion in 2021). In fact, copper exports rose by 15.8% YoY in January 2025, reaching slightly
over USD4 billion, the highest ever for the month of January. Strong exports and a second consecutive year of import
contraction in 2024, reflecting the adjustment of domestic demand, led to the highest trade surplus since 2007, at
USD22.1 billion (Chart 4).
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.. a much-needed boost to fiscal revenues... On the fiscal front, we estimate that mining revenue reached roughly
1.6% of GDP in 2024, up from 1.3% in 2023. According to the Budget Office, an additional 10 cents in the copper
price, leads to roughly USD280 million in additional nominal revenue (USD 392 million in structural revenue), ceteris
paribus.
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Chart 5. Mining & non-mining fiscal revenues
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... and higher employment, among other factors. Mining related employment, according to the INE labor market
survey, continued to gradually increase in 2024, reaching slightly under 300 thousand posts by year end. Even though
mining output represents roughly 12% of GDP, mining accounts for roughly 3.1% of employment.

Chart 6. Mining Employment
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Separately, elevated copper prices contributed to favorable terms-of-trade. Higher copper prices have not been
accompanied by an appreciation of the real exchange rate since 2021.
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Chart 7. Copper price and RER
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What to expect going forward?

Mining is projected to continue contributing to growth in 2025 and beyond. According to the Chilean Copper
Commission (COCHILCO), copper production would rise by 4.6% YoY this year, followed by a 3.6% increase in 2026.
Our copper price forecast of USD 4.25 per pound is in line with COCHILCO'’s for this year and next, supported by
constrained supply and a projected increase in demand from the energy transition and other factors. Projected copper
prices are significantly above industry cash cost estimates (~USD1,91 per pound), supporting a favorable scenario for
mining investment.

Chart 8. Copper Production per Year: Actual &
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Importantly, several surveys and leading indicators suggest mining investment is projected to increase in the
coming years, as uncertainty related to the constitutional discussions and the new mining royalty has
dissipated. Greater investment is likely associated with efficiency objectives and extending the extraction horizon of
existing mining projects. The BCCh'’s recent “Beige Book” confirms an uptick in projected investment in northern
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regions of the country, likely linked to large-scale mining projects. Medium-term surveys based on regulatory
approvals (CBC) also point to an important pipeline of mining projects over the following years, mainly from private
sources. Greater mining investment is likely not being picked up in weak, yet improving, commercial credit dynamics
due to the relevance of equity-based financing in the industry.

Greater mining investment is likely to gradually spill over to other sectors of the economy. In September, the
BCCh estimated that the projected mining investment pipeline (2024-2026) of a cumulative 20% in real terms would
increase the level of GDP by 0.75pp, with roughly two-thirds of the gain coming from construction and the remaining
third from machinery and equipment. With overall investment having contracted over the past two years, a faster
recovery in mining investment and its effects on other sectors will be key watchpoints to gauge the swings in the
business cycle, and hence, any desired calibration to macro policy, particularly a swing back to a tighter monetary
policy stance. Certainly, greater copper production is likely to lead to additional dollar-denominated fiscal revenues,
which would then be sold to finance the fiscal deficit — with expenditures primarily CLP. The effects of greater mining
investment on employment in the economy at large may be mitigated by the significant increase in labor costs that
have been implemented in recent years, including the substantial increase of the minimum wage, a reduced-work
week schedule, and more recently more pension contributions to be nominally paid by the employer.

Delays in obtaining environmental permits pose risks for the investment process more broadly. As in other
economies, the process of obtaining environmental permits for large-scale investment projects in Chile has become
increasingly cumbersome (Chart 10). Often cited as a major constraint hindering private investment, bills being
discussed in Congress have the objective of streamlining the processes, reducing bureaucratic red tape and discretion
in the decision-making process. Boosting private investment could add an upside bias to medium-term growth
forecasts, which currently have non-mining trend GDP at roughly 2%.

Chart 9. Mining Investment Expectations Chart 10. Time to Obtain Environmental Permits
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