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Chile: Basic Data (2005)

Population 15.7 million

$ 115 billion




Chile: Importance of Trade

» Chile has a small economy and opted
more than three decades ago for a model
of an open economy and foreign trade
oriented.

Jependent on foreign
Imports represents



Chile: Trade Policy

Active policy of trade liberalization through three
different channels:

» Unilateral liberalization (1975-2002): Chile
reduced unilaterally its trade tariffs and today
has a flat tariff of 6 %. Effective tariff of 1.7 %.

Ile participates actively at the
/orld trade system
ansparent and non
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Chile: Trade Agreements

Trade Agreements: Free Trade Agreements:

In force:

» Canada 1997

» Mexico 1999

> Mexico 1991 » Central America 2002

» European Union 2003
Vene_;_e_la > USA

- » South Korea
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Market Access to Trade-Agreement Partners

Population (in million) GDP (in billion)
In Force
United States 297 10,881
Canada 32 834
Mexico 105 626
European Union 455 9,867

South Korea 48 605
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Chile: Regional Distribution of. Foreign Trade in

2005 (%)

Imports (M) Trade (X+M) 28
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US-Chile FTA Trade Liberalization Schedule

(Percentages of total exports)

Years #hil% e}p%rts to the US U.S. exports to Chile

Immediate 87,6 88,5




US-Chile Bilateral Trade

Million dollars

ZHD# 2004 2005 04/03 05/04 05/03

Exportto US| 3,468 | 4,571 | 6,248 | 31.8% | 36.7% | 80.2%

4,711 | 34.6% | 39.5% | 87.9%

33.1%




US-Chile Bilateral Trade

Million dollars

1st quarter 1stquarter Percent
2006 change

2

Export to US 1,484 2,169 46,1%

1,203
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US Trade with Chile

=4—USA Exports =@=USA Imports




Chile’s Exports to and Imports from the US

(Rates of Growth)

1998 1999 2000 2001 2002 2003 2004 2005

Exports

Imports

Source: Chile’s Custom Service




Main Exports to the US (2005)

Copper 1,714 26.0*

Wood a\?vf)l cz;ltgticles of 283 11.9
Grapes 637 9.7
Salmon 518 7.9
Molybdenum 376 5.7
Gasoline & Fuel Oil 6 331 | 5.0

o8 T Other fruits
Gold

Wines

Avocados
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Main Imports from the US (2005)

Oil 859 18.2
Vehicles (trucks, cars, 535 11.4
parts, tractors)
Electrical machinery 436 9.3
Aircraft & Spacecraft 335 7.1
Computers & 268 5 7
Components
Medlc_:al equipment & 204 4.3
Instruments s
Plastic 195 4.1 43
Machinery 184 3.9
Office machine parts 173 3.7 =
Front-end shovel 118 55 DRy
loaders .
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Chilean Merchandise Trade (X+M) by

countries

Million dollars

Share
2H0s 2005(%)
USA 10,675 13.5
China 6,716 8.5

5,477 6.9

5255 6.7




Foreign Direct Investments in Chile

Million dollars

1974-2005 Share (%) 2004-2005 Share (%)

USA 16,050 26.5 195 2.8

Spain 13,927 23 4,211 60.8

449 6.5




US Investments in Chile by economic sectors (%)

Em Elec, Gas & Water
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FTA and level of investments

» The US is the major source of FDI in Chile.

» So far the FTA has not spurred a significant amount of
new investments from the US as it was expected.

Possible reasons?
T ade through tariff reductions but not

erm considerations and
already In place.
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Intellectual Property Rights — IPR (1)

» As aconsequence of FTA’s, Chile committed itself to set up one
of the highest IPR standards in the world.

» Chile has implemented in the last years reforms to IPR legislation
and new civil and criminal procedures are in place, which

represents a major change and a significant upgrade to IPR
protection.




Intellectual Property Rights — IPR (2)

» New Criminal Procedures: On June 2005 a nationwide reform of
criminal proceedings was completed with its implementation in the
Metropolitan Region of Santiago.

- The new system speeds up proceedings to a maximum length of 2
years.

Creation of General Attorney’s Office, in charge of prosecuting all
aw. IPR offences are now investigated and
dependent from the Courts.




IPR — 2006 Special 301 Report

» In the 2006 Special 301 Report released by the
USTR on April, Chile remains on the “Watch List”
as the previous year, but with an Out of the Cycle
Review (OCR).

ecognized the progress Chile has made
2ment through both legal
on and new civil and



Successful implementation ofi EFTA

» A remarkable increase in Bilateral Trade in both
directions. It is specially meaningful the boost to
US exports to Chile, which were declining before
the FTA.

g ajor conflicts in the
2xcept for specific
e applic guo regulitl.ons.




Examples of other concrete results

» Red meat: in the framework of the Bilateral
Technical Group on SPS Measures, the USDA
published last December the final rule that
authorizes access to the US market of Chile’s
exports of beef, lamb (sheep) and pork. Four
Chilean companies are authorized so far.

nspection system of poultry
approved technically by
1C ‘ I‘HFT ounl t|o_n ,f'tln? |
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» Harmonization of rules of origin: The US has expressed its
willingness to harmonize rules of origin between Chile and
NAFTA countries. Chile agrees with this proposal.
Negotiations can start once NAFTA countries make the
official announcement.

d simplify customs proceedings and will




Issues to iImprove

» Temporary entry of business people: As a consequence of the
preferential trading relationship between the parties, each country
shall grant temporary entry to business persons (6 months to
three years). Four categories: Business visitors, Trader and
Investor, Intra-Company Transferees and Professionals (H-1B1).

The lack of information about these kind of visas has restrained
heir use. However, there is a growing interest to apply for them.

TA provides access to companies of

Procurements of the other party,

Teatment and Non
overnment Procurements




Pragmatic policy mix on the roles off markets

and the state

Economic reforms

» Liberalization of prices and markets
»  Privatization of public enterprises

> Co

nsensus on key role of private sector in the productive




Sound and consistent macroeconemic policies

» Monetary policy based on inflation targeting
framework aimed at keeping inflation within a 2 —
- 4 % range. Independent Central Bank.




Global Competitiveness Index: The Latin America
Competitiveness Review 2006

Rank of Rank of

country
Chile 4.84 1 27
Argentina 4.09 2 54
Costa Rica 4.08 3 56
Brazil 4.08 4 57
Colombia 4.07 5 58
Mexico 4.07 6 59
e Peru 3.83 12 77
- ot T Venezuela 3.71 13 84
Dominican Republic 3.56 15 91
| Bolivia 3.39 19 101
L EE Paraguay 3.36 20 102




Chile : Merchandise Exports

Billion dollars
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- Evoelution of Gross Domestic Product

(1984 = 100)

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005




Chile: Poverty and Indigence

(Percentage of total population)

A Poverty
O Indigence
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