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Activity recovers driven by consumption

GDP for the third quarter (-9.1% Y / Y; 5.2% QoQ seasonally adjusted) reflected the economic
recovery that began with the gradual process of deconfinement and was driven by the
macroeconomic stimulus measures of the Government and the Bank Central, and the liquidity shock
received by households with the withdrawal of pension funds. Consumption of goods rose sharply
compared to the levels of the second quarter -during the peak of the pandemic-, as did investment
in machinery and equipment. On the contrary, the consumption of services and investment in
construction continued to be weighed down due to the supply restrictions imposed by social
distancing.

This was reflected in the supply sectors, where most services and construction had a poor
performance until August, and only in September did they show an incipient rise. In contrast,
commerce began to improve its performance from the end of the second quarter, initially thanks to
online sales and later favored by the lack of refinement and the strong recovery in consumption.

We estimate that the recovery process would have continued in the last part of the year, which,
added to the low comparison bases due to the social outbreak, will lead to a GDP expansion of
around 2% in the fourth quarter. With this, 2020 would close with a contraction of the economy of
between 5% and 5.5%.

Consumption recovers but services maintain a large Investment in construction is a key component to the
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Next year, growth will depend on the evolution of the pandemic, the recovery of the labor market
and the advancement of investment. Regarding employment, the deconfinement process has
allowed an incipient improvement, with the creation of 720 thousand jobs from the minimum
level in July, according to the survey by the Universidad Catdlica. On the investment side, there are
also somewhat more positive prospects. The cadastre of the Capital Goods Corporation for the
third quarter showed a 6% rise in projects for the 2020-2024 five-year period compared to the
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previous cadastre, with significant contributions in mining and energy due to favorable prospects
for the price of copper.

Investment projects revised upwards for the 5-year Mining and energy explain the main increase in
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The exchange rate remains appreciated

Although at the beginning of the week the exchange rate tended to depreciate - reaching $ 770
intraday - at the close of this report it was trading around $ 764, below the close of the previous
week. This occurred in a context where the price of copper reached new highs and the Ministry of
Finance accelerated the rate of sale of dollars, going from US $ 350 million weekly average in
October to more than US $ 800 million this week.

During the week, the Government placed two new bonds for a total of close to US $ 2.1 billion. Both
issues were in pesos, with maturities in 2028 and 2033. The cut-off rates were at 2.5% and 3.4%,
relatively in line with the benchmark rates in secondary markets, reaffirming that the sovereign
maintains access to financing under favorable conditions.
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Exchange rate remains appreciated, with copper The Finance Ministry has increased the auctioned
reaching new highs dollars in the last two weeks
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Most of the global markets continue to show progress

The last few days have been noted for the very substantive announcements regarding the
development of vaccines against Covid-19, with two projects showing more than 90%
effectiveness (Pfizer-Biontec and Moderna; the Oxford-Astrazeneca vaccine also showed good
results, but is just in phase 2). The initial optimism generated by this news was partially offset by
the progression of the pandemic in the northern hemisphere, which has meant new distancing
measures, including the closure of schools in New York. Added to this are the political noises in the
US, where President Trump has yet to acknowledge his defeat, which has hampered the possibility
of a deal for the long-awaited fiscal stimulus package.

In this context, the main stock indexes showed different rates of growth during the week, with
Europe, Japan and China rising just over 1%, while in the US the S&P closed almost flat. Long bond
rates in the latter country cut their upward path and fell by around 5 bp, to 0.84%, while the dollar
weakened globally.

For its part, the Chinese economy has continued to show signs of strength. Industrial production in
October advanced above expectations (6.9% vy / y vs. 6.5% est.) and real estate investment showed
arebound (1.8% y / y accumulated vs. 1.6% est.) after several months lagging, realizing the
favorable impact of the stimulus plans. These results boosted metal prices and caused copper to
trade at its highest in the last two years, something over US $ 3.25 a pound. Although some
reversal in prices is possible, the tightness that the supply has shown due to the lack of investment
in new fields will keep them relatively limited for a long time.
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The markets have moved erratically in recent days
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The Chinese economy continues to show solid

recovery
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After strongly increasing in recent weeks, the slope
of the curve recedes
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Copper prices reach maximum levels in more than 2

years
700

3.4 | e Copper price (USD/Ib)

37 | e Chin. copper imp. (ths tons- moving year) | 650
3.0 + - 600
2.8 - - 550
2.6 - 500
24 - 450
2.2 - 400
2.0 4 T T T 350

Jan-19 Jul-19 Feb-20 Aug-20
Source: Reuters and Santander

& Santander



MARKET OUTLOOK November 16-20 2020

& Santander

CLAUDIO SOTO SINDY OLEA
Chief economist Economist
claudio.soto.gamboa@santander.  sindy.olea@santander.cl
cl

MIGUEL SANTANA

GABRIEL CESTAU Economist
Economist miguelpatricio.santana@santander.
gabriel.cestau@santander.cl cl

CONTACT

e (56 2) 23201021
Access our reports at:

@ https://banco.santander.cl/estudios

FABIAN SEPULVEDA
Economist

fabian.sepulveda@santander.

cl

https://santandercl.gcs-web.com/investors/our-economy-and-financial-system

This report has been prepared with the sole objective of offering information to Banco Santander Chile clients.
It is not a request or offer to buy or sell any of the financial shares or assets mentioned within it, whose
contributions are variable, which is the reason why it is not possible to warrant that the past or present
profitability will repeat in the future. The current information and that in which it is based, have been obtained
of sources we deem trustworthy. Nevertheless, this does not guarantee that it is exact or complete. Projections
and estimates presented here have been elaborated by our working team, supported by the best available
tools; which does not imply these are adequately fulfilled. All opinions and expressions contained within this
report may not be updated necessarily and are subject to modification without prior notice. The result of any
financial operation based on the information presented here will require an analysis on behalf of the client and

is the sole responsibility of the person who conducts it.
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