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Chile Central Bank Preview: June 2021 
  

Details:  
 

Monetary policy decision and release of statement: 2300BST/1800ET, Tuesday 8th June 2021. 

 

MNI Point of View  
Continuation Of More Hawkish Rhetoric – The Chilean Central Bank are expected to keep their overnight 

rate unchanged at 0.5% on Tuesday. Further improvements to the overall outlook point towards the 

economy operating at the top end of the central bank’s most optimistic expectations, previously outlined in 

the March Monetary Policy Report (IPOM). Clear communication within the minutes from the May meeting 

have led the majority of analysts to expect an alteration to the guidance for the path of rates at the June 

IPOM, due to be released on June 9th. 

 

Minutes Provide Hints For Guidance Timeline 

At the May meeting, the committee made a marginally hawkish alteration to their language. They stated that the 

overnight rate would be left at it’s effective lower bound “for as long as deemed necessary for the recovery of the 

economy to consolidate”. Following the meeting, the minutes provided clear insight that the June IPOM would be 

particularly relevant in communicating the impact of the relevant factors on the economic outlook. Initial impacts of 

the third pension withdrawal as well as progress to the vaccination schedule would be accounted for, on top of the 

fact the elections for the constituent assembly have passed. Some analysts have highlighted the latest political and 

fiscal developments may have increased the odds of even earlier and more aggressive rate hikes. 

 

Further Likely Upgrades To Growth Outlook 

Economic Activity (IMACEC) for April surprised to the 

upside. The annual figure rose significantly above 

expectations to 14.1% versus and estimate of 10.4%. The 

monthly figure fell just 1.4% against consensus for a 4% 

dip underscoring the resilience of the economy. With 

almost 80% of the population under lockdown throughout 

April, activity proved resoundingly more robust than in 

2020. 

Predicted loosening of mobility restrictions, enhanced 

public support measures and a continued positive evolution 

of the external environment should bolster the likelihood of 

further upgrades to the Chilean outlook and clear guidance 

for rate lift-off in 2021. 

 

Inflation Expected To Remain Above Target In 2021 

The committee indicated that the focus has shifted away 

from cyclical factors when assessing medium-term 

inflationary pressures. While the most recent reading of 

3.3% has not had any effect on longer term expectations, 

consensus forecasts expect the rate to reach 3.7% in May 

and remain above target until the end of the year. 
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Analyst Views (Alphabetical Order) 

11 surveyed analysts are unanimous in their forecast for the overnight rate to remain unchanged at 0.5%. 
 
 
BNP Paribas: Odds have increased for earlier and more aggressive hikes. 
 

• They believe, annual inflation would have reached 3.7% in May due to base effects and looks set to remain 
above target until the end of the year. 

• We expect Chile’s central bank (BCCh) to keep the policy rate at 0.5% but to adopt a hawkish tone, 
announcing that policy normalisation will likely start in Q4 2021. 

• The latest political and fiscal developments have increased the odds of even earlier and more aggressive 
rate hikes, in our view. 

• They think BCCh will revise up its growth and inflation forecasts for 2021, reduce its trend growth estimate 
and acknowledge that the output gap will close earlier than anticipated. In the past BCCh has used the 
revision of the structural parameters of the economy to adjust the policy rate, so we are not ruling out a 
surprise hike. 

 
 
Goldman Sachs: Partial removal of the current extraordinary level of policy accommodation justified later 
this year. 
 

• They expect the forward guidance to turn more hawkish (or less accommodative) at the June 9 Quarterly 
Inflation Report which is expected to provide updated growth and inflation forecasts alongside a detailed 
discussion about the evolution of the main macro and political/legislative risks.  

• This will inform the updated guidance about the envisaged policy rate path, which they expect to be 
consistent with lift-off later this year. Particular attention will be paid to changes in the policy rate corridor. In 
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the March 31 Quarterly Inflation Report (IPOM) the upper-limit of the policy rate corridor entailed the 
possibility of lift-off in Sept, with the policy rate reaching 1.0% by end-2021. 

• Since the March IPOM, the outlook for the economy has improved markedly, the vaccination program has 
advanced, and the terms of trade and the domestic and external growth backdrop have improved further. 
On the other hand, political/legislative risk remains high and global inflation fears are top of mind 
(particularly in the US). 

• In their view, the robust growth outlook, a slightly less benign inflation outlook than assumed by the 
monetary authority, the usual lags associated with monetary policy, and the possibility of more volatile 
financial conditions given recent market developments in core rates and unsettled domestic political 
dynamics would justify a partial removal of the current extraordinary level of policy accommodation later this 
year and a gradual upward path thereafter. 

 
Itaú: Guidance of rate hikes before the end of 2021. 
 

• Despite more than 80% of the Chilean population being placed under the strictest quarantine measure 
during April, following the latest COVID-19 wave, activity dropped a mild 1.4% MoM/SA from March, 
showing the economy has adapted to such operating conditions.  

• The loosening of mobility restrictions during May, still upbeat private sentiment, growing public support 
measures and a consolidation of the benign global environment support an upside revision by the central 
bank to its growth forecast range for this year (currently 6-7%) when it presents the 2Q Monetary Policy 
Report (IPoM; June 9), despite domestic political uncertainties. 

• In turn, the board would consolidate its guidance that rate hikes will start before the end of the year. 
 
 
JPMorgan: Signal the start of gradual rate normalisation before year-end. 
 

• Activity in April offers a good gauge of how the supply side has learned to deal with labor force 
demobilization. In Chile, almost 80% of the population was under lockdown in late March and April. But 
activity proved more resilient than in 2020. 

• They recently revised higher 2021 GDP growth to 7.5%y/y, on the additional impulse to domestic demand 
from further fiscal accommodation and the third pension fund withdrawal. 

• The above trends have prompted CBC board members to significantly upgrade the economic outlook in the 
minutes of the latest monetary policy meeting compared to what was foreseen in the 1Q21 Monetary Policy 
Report (MPR). 

• The June MPR will present revised estimates of key structural parameters—trend growth and the neutral 
interest rate—which would allow reassessment of the activity gap and the expansiveness of monetary 
policy. 

• Based on the improved economic outlook, they believe the CBC is likely to alter its forward guidance next 
week in the 2Q21 MPR, signalling the start of a gradual rate normalization before year-end. We thus 
maintain our base-case scenario for 50bp of tightening in 4Q21. 

 
 
Scotiabank: Continued anticipation of a lift-off in October. 
 

• Scotiabank Economics observed that the Board’s previous assessment implied that the BCCh would need 
to proceed in the upper part of the “policy-rate corridor” laid out in the March IPoM.  

• As a result, they pulled forward their projected date for a first rate hike from Q1-2022 to Q4-2021 following 
the May Board meeting. 

• In its statement on the June 8 decision, they expect the BCCh Board to underscore again that economic 
data are exceeding expectations and that this should prompt the normalization of monetary policy sometime 
later this year—in line with our anticipation of a lift-off in October, with the possibility of a second move in 
December. 

• The June IPoM, due for release on Wednesday, June 9, shall likely feature an upgrade to the BCCh staff’s 
2021 growth forecast, as well as refreshed estimates of the neutral rate and potential GDP growth rate.  

• They expect the central bank’s rule of thumb for the nominal neutral rate to come down from 4% to 3.5%, 
which implies slightly less pressure on the rate normalization path to ensure inflation converges to the 3% 
y/y target. 


