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CHILE 

Credit Risk Rating: 3 

Bias: Stable 

 

INTERNAL 
FINANCIAL 
 

Chile, one of the world’s most open economies, is widely recognized as Latin America’s best-managed 

economy. It has investment-grade sovereign debt ratings and a current-account BoP surplus despite the 

appreciated peso. While the triple disasters in Japan have dented global economic expectations to some 

extent and with them also those for Chile, the country is still expected to rack up real GDP growth of 

6.5% this year, following a 5.2% expansion in 2010. The country as a whole remains in a good position. 

Inflation expectations have increased with the CB’s announcement of its FX market intervention plans 

(q.v., below) since the strength of the peso helped to keep import prices low, especially those of energy, 

and intervention means pumping pesos into the system. The CB has said it would soak up excess 

liquidity with bond sales, however. For now, inflation remains in the 3%-4% range. 

 

EXTERNAL 
FINANCIAL: 
 

The country in 2009 became a net creditor, internationally, for the first time in its history, now boasting 

official international monetary reserves in excess of USD 28 billion. While copper prices have been 

fluctuating sharply in line with volatile global economic growth expectations, they have remained quite 

high and will continue to bolster Chile’s foreign trade and current-account BoP surpluses as well as 

official reserves. 

 

POLITICAL: 

 

The near-miraculous October 13, 2010 rescue of 33 miners trapped in the San Jose copper and gold 

mine in Northern Chile’s Atacama desert raised President Pinera’s popular approval rating by ten 

percentage points to 63% (his previous high was 56% in August) and made Mining Minister Laurence 

Golborne the most popular member of his Cabinet, with an approval rating of 91%. This made the 

government strong and the opposition weak by comparison. By the end of the decade, Mr. Pinera, who 

holds a doctorate in economics from Harvard and became a billionaire businessman before turning to 



politics, wants Chile to be the first in Latin America to be able to call itself a developed country and have 

eliminated poverty. Following the mine rescue, he promised workers a “new deal.” A review of labor 

laws, standards and enforcements, sure to affect employers in a major way, is reported to have begun. 

Indications are that the changes will not be limited to mining, but will encompass also agriculture, 

fishing, transportation, construction, and manufacturing. 

 

CURRENCY: 

 

The peso appreciated by more than 8% against the US dollar in 2010, but the CB let it be known that it 

would change its hands-off policy and would take steps to help exporters stay internationally 

competitive. Specifically, it announced that it would pepper as much as USD 20-billion-worth of pesos 

into the market (and buy up dollars), both to fend off further upward pressure on the exchange rate and 

to amplify official international monetary reserves to build up a cushion equivalent to 17% of GDP to be 

able to protect Chile from possible repercussions from the Eurozone’s sovereign debt crisis, the 

persistence of ultra-low international interest rates, and the global depreciation of the dollar. Even 

though intervention initially was limited to USD 50 million a day in a USD 1-billion market, it proved 

fairly effective and the peso is now trading some 1.4% lower than at the start of the year. 

 

REGULATORY: 

 

The financial system has weathered the global crisis well and the cyclical deterioration of credit quality 

has been moderate. Non-performing loan ratios are not particularly high, The banks tend to be well 

capitalized and have a stable domestic funding base. As liquidity conditions normalized, the CB unwound 

the special policy measures it had implemented during the crisis. The temporary short-term liquidity 

facility was terminated in mid-2010. 

 

CREDIT 
INSURANCE: 
 

Coverage remains readily available from the public and private sectors in North America. There are no 

special conditions. Most European public insurers cover short-, medium-, and long-term transactions 

without special conditions, though credit checks are frequently requested. The private market overall 

continues to have ample capacity for short- and medium-term transactions; open account is no problem 

(with good references and experience). Some long-term cover can also be had, but good 

experience/references are needed. 



 

TRADING 
TERMS: 
 

In trade with Chile, all terms continue to be granted, with open account remaining predominant, 

followed by draft terms. L/C is relatively rare, and when letters of credit are used they have customer 

reasons and are frequently unconfirmed. The payment record of some state and state-linked entities 

has been worse than that of private buyers. In general, terms depend largely on customer history and 

creditworthiness. Banks have plenty of room in their credit limits for confirming L/Cs and insurers have 

capacity. Such security is sought by exporters generally only because they want to help support buyer 

financing. Otherwise, open terms are pretty much the rule. 

 

Assessing Export Credit Risk 

 

 

In our Country Risk Alert we seek to gauge the country risks in trade transactions, 

i.e., all country-specific circumstances that may impair prompt payment in hard 

currency by an exporter's customer abroad. Since such transactions are typically 

settled within one year, our assessment is fairly short-term. The variables we 

screen for the purpose are broadly broken down into three categories - 

socio-political factors, domestic economic factors, and external accounts factors. 

The 11 socio-political factors, the 15 domestic economic factors and the 15 

external accounts factors are the same for all countries, but each category also has 

one country-specific factor that can change over time.  

 

Since assessing short-term export credit risk is quite different from, say, evaluating 

the long-term risk involved in a brick-&-mortar investment, we weight each of the 

factors and change these weights depending on what type of risk we are looking at. 

For the purposes of the Alert, especially heavy weights are being given to such 

variables as the country's reserves, access to foreign loans, current-account balance 

of payments trends, prospects for short-term capital flows, restrictions on capital 

flows and the stability of the government, while factors such as risk of 



nationalization, government ownership of economic entities, GNP growth, fiscal 

policy etc. receive relatively lesser weightings.  

 

 

Explanation of Credit Ratings: 

 

Please note: With our grading system (1 = best, 10 = worst) we seek to give only 

an indication, since terms of sale and the question of whether an exporter will be 

paid depend also on a number of factors outside the realm of what we are aware of, 

such as the specific customer, the types of goods that are being sold (for instance, 

how urgently the importing country needs them), and the exporting company's risk 

tolerance. 

 

1-2 The country has excellent external and internal conditions. If a customer is 

able and willing to pay on time in local currency, there are no difficulties with 

remittances. The banking system is good and reliable.  Local payment morality 

tends to be excellent. 

 

3-4 There are some internal difficulties - e.g., high interest rates, tight 

credit, a high bankruptcy rate against the backdrop of more general economic 

problems, and/or a local banking system that is experiencing problems that 

could affect payment. Customer screening and due diligence should be 

performed with more than routine thoroughness. There are, however, no 

restrictions on outbound remittances, nor are any expected to be introduced. 

The country's international liquidity position is good and FX payments pose 

no problem. 

 

5-6 Domestic economic difficulties in the importing country are fairly severe 

and/or there is some risk of international liquidity problems and/or socio-political 



instability threatens to trigger abrupt changes. Sales on open account are not 

necessarily to be ruled out if the customer is good and of long standing, but with 

new and untested accounts exporters would do better to sell on draft terms or even 

L/C to make sure that they have the necessary documentation if payment obstacles 

crop up. Suppliers should also look at the possibility (cost) of insurance. 

 

7-8 Payment restrictions exist or are threatened. Domestic economic conditions 

are difficult. The country's international liquidity position is impaired or at least 

jeopardized by serious risk factors. Exporters are advised to use secured terms 

and/or insurance. Local payment morality is well below par. The local banking 

system is either traditionally bad or currently in trouble. Banks need to be 

researched as carefully as customers. 

 

9-10 There are existing, severe payments problems or the country is on the brink 

of tumbling into such difficulties. Foreign exchange availability is limited by 

regulation and/or general shortage. Local economic conditions are dismal. Secured 

terms and/or insurance are essential. In some cases, exporters should insist on 

payment in advance or even consider a suspension of shipments. 

 

 

In addition to the above ratings, Rundt also assigns a “bias” to the rating:  neutral, 

positive or negative.  This simply means that their next revision of the country 

rating is likely to go in the indicated direction. 

 

 


