
CHILE
Table 1 2022
Population, million 19.6

GDP, current US$ billion 287.8

GDP per capita, current US$ 14682.2

International poverty rate ($2.15)a 0.7

Lower middle-income poverty rate ($3.65)a 1.7

Upper middle-income poverty rate ($6.85)a 8.0

Gini indexa 44.9

School enrollment, primary (% gross)b 101.5

Life expectancy at birth, yearsb 79.4

Total GHG emissions (mtCO2e) 47.1

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ Most recent WDI value (2020).

Real GDP is expected to fall in 2023 as

the fiscal and monetary contraction in

2022 takes effect, resolving macroeconom-

ic imbalances accumulated during the

Covid-recovery. Inflation remains well

above target, driven by domestic and ex-

ternal factors, but pressures should recede

during the year. Medium-term prospects

will be shaped by the capacity to generate

more inclusive, productivity-driven

growth while preserving sound macroeco-

nomic fundamentals.

Key conditions and
challenges

Amid an uncertain external outlook,
Chile’s economy is adjusting after the ex-
traordinary expansion of 2021.
In addition to short-term macroeconomic
challenges, Chile is seeking a new path to
more equitable and inclusive long-term
growth. A second attempt to rewrite the
constitution has begun after voters re-
soundingly rejected the first draft pre-
pared by an elected constitutional assem-
bly. To reduce uncertainty, the new draft
under preparation by experts chosen by
Congress must respect main principles
such as a bi-cameral Congress, Central
Bank autonomy, and the Executive’s ex-
clusive mandate on fiscal spending. The
proposed text will be approved by elected
constituents and ratified in a referendum
in December 2023.
In March, the government’s first and most
substantive tax reform bill was rejected in
the Lower House and alternatives are be-
ing explored. This political defeat derails
the government’s agenda for larger fiscal
spending to address social needs. Reform
proposals to raise mining royalties and
corrective taxes are still under discussion,
although with a lower revenue potential
and challenging legislative negotiations.
Congress is also debating pension reform
with the challenge of increasing replace-
ment rates while maintaining the efficien-
cy and financial sustainability of the sys-
tem. Three rounds of pension withdrawals

during the Covid pandemic shrunk the ex-
isting private system and its key role in
funding the capital market.
Increasing productivity growth, which has
been declining for decades, will be crucial
to maintaining social progress. This re-
quires efforts to reduce regulatory barriers,
foster innovation, promote resource-use
efficiency and competition, enhance edu-
cation quality, and increase female labor
force participation.

Recent developments

Real GDP growth decelerated to 2.4 per-
cent in 2022 as consumption normalized
amid a sharp fiscal and monetary policy
contraction. Quarterly growth turned neg-
ative in Q1 2022, and annual growth in
2022 was mostly a base effect of the sub-
stantial expansion in 2021. Investment
moderated by less than expected, but ex-
ports remained low.
Job loss recovery and new entries to the
labor force improved employment levels
in 2022. Still, the unemployment rate in-
creased by 0.7 percentage points y-o-y,
with the rise being higher among women.
While inflation remained high at 11.9 per-
cent in February, it is on a downtrend from
historically high levels in 2022 as external
and domestic factors fueling price increas-
es are subsiding. Demand pressures are
weakening after a determined monetary
tightening by the Central Bank, which
hiked the policy rate by 10.75 percentage
points in the past year and a half. Global
supply shocks have diminished, while
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FIGURE 2 Chile / Actual and projected poverty rates and
real GDP per capita
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commodity prices especially for energy de-
clined and the peso regained most of the
value it had lost in 2022.
The fiscal stance improved significantly
in 2022 and the government attained the
first surplus in over a decade. Strong con-
solidation efforts were led by revenue
overperformance and the removal of ex-
traordinary Covid stimulus transfers,
which were replaced by targeted support
to vulnerable households.
Due to the end of broad cash transfers that
were implemented in 2021 and high infla-
tion, temporary gains in poverty reduction
are estimated to have receded in 2022. The
value of the Basic Food Basket rose by 28.2
percent in 2022, significantly impacting
households’ purchasing power, especially
among those in the bottom 40 percent of
the income distribution who spend, on av-
erage, almost three times more on food
than the better off. In this context, poverty
(U$6.85 a day) is estimated to have in-
creased to 11.4 percent in 2022, and the Gi-
ni coefficient to 0.46.
The current account accumulated a
decades-high deficit of 9 percent of GDP
in 2022, driven by a deterioration in
terms of trade, high transport costs, and

continually high imports amid lingering
liquidity in households.

Outlook

Economic adjustment is expected to con-
tinue in the first half of 2023 led by a fur-
ther drop in consumption amid contrac-
tionary policies, depleted household liq-
uidity, and a weakening labor market. In-
vestment will likely remain hindered by
tight financing conditions, but declining
political uncertainty should cushion its de-
cline. The economy is projected to recover
gradually in the second half of the year
leading to an annual decline of 0.7 percent
for 2023, driven partially by a negative
base effect from 2022. External conditions
appear to be improving but remain subject
to high uncertainty.
Inflation could remain high in the short
term given some inertia but is projected to
converge to target by end-2024 amid a neg-
ative output gap and receding cost pres-
sures. The Central Bank is expected to cut
policy rates this year once the inflation de-
celeration becomes more sustained.

Amid high inflation and stagnation, pover-
ty (US$6.85 a day PPP) is projected to re-
main at around 11.5 percent and the Gini
coefficient at 0.46 in 2023, and they are not
expected to return to pre-pandemic levels
in the medium term.
The fiscal balance is expected to return
to a deficit in 2023 amid the economic
downturn and higher social spending and
investment. In the medium term, it
should gradually converge toward the
structural deficit target to stabilize the
debt-to-GDP ratio at around 40 percent.
This is subject to any increases in spend-
ing being met by a commensurate in-
crease in revenue.
The current account deficit is projected to
narrow amid the deceleration of domestic
demand. Declining global transport costs
also help reduce the import bill.
Risks to the outlook on the external
front include persistent geopolitical ten-
sions, a deeper-than-expected global
downturn, and significantly tighter fi-
nancial conditions. Domestic risks stem
from persistently high inflation, poten-
tial social discontent, and uncertainty in
the context of the constitutional process
and the reform agenda.

TABLE 2 Chile / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -6.0 11.7 2.4 -0.7 2.1 2.2

Private Consumption -8.0 20.3 2.5 -4.4 2.0 2.1
Government Consumption -4.0 10.3 3.5 1.3 2.9 2.1
Gross Fixed Capital Investment -9.3 17.6 2.3 -4.1 0.3 1.8
Exports, Goods and Services -1.1 -1.5 0.8 3.0 2.9 2.8
Imports, Goods and Services -12.7 31.3 1.5 -7.0 1.4 2.0

Real GDP growth, at constant factor prices -5.9 10.5 2.4 -0.7 2.1 2.2
Agriculture -1.6 2.4 -6.9 5.0 2.3 2.3
Industry -3.5 5.8 -1.9 -2.1 2.1 2.2
Services -7.3 13.4 5.0 -0.4 2.1 2.2

Inflation (Consumer Price Index) 3.0 4.5 11.6 7.5 3.6 3.1

Current Account Balance (% of GDP) -1.7 -6.4 -9.0 -3.6 -2.6 -2.1
Net Foreign Direct Investment Inflow (% of GDP) 1.0 0.3 2.5 1.9 1.9 2.0

Fiscal Balance (% of GDP) -7.1 -7.5 1.1 -2.2 -2.2 -1.4
Revenues (% of GDP) 22.1 26.0 25.5 24.1 24.0 24.4
Debt (% of GDP) 32.5 36.3 37.4 37.8 39.5 40.4
Primary Balance (% of GDP) -6.2 -6.6 2.1 -1.2 -1.1 -0.4

International poverty rate ($2.15 in 2017 PPP)a,b 0.7 0.1 1.2 1.2 1.2 1.2

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 1.7 0.2 2.8 2.8 2.8 2.8

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 8.0 2.3 11.4 11.5 11.4 11.3

GHG emissions growth (mtCO2e) -16.0 0.2 1.2 -0.4 4.4 3.7
Energy related GHG emissions (% of total) 179.6 179.0 177.1 178.1 174.9 172.5

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on SEDLAC harmonization, using 2020-CASEN. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projections using microsimulation methodology.
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