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MNI Chile Central Bank Preview: January 2023 
  

Monetary policy decision and release of statement: 2100GMT/1600ET - Thursday, January 26, 2023. 
 

MNI POV: Easing Cycle Approaching 

The BCCh is widely expected to keep the policy rate unchanged at 11.25%. Despite a very gradual softening 
of CPI data, headline inflation continues to track at 12.8% Y/y which many believe should prompt the 
committee to maintain rates at present levels. However, the majority of analysts are predicting the start of 
the easing cycle in Q2 2023 and the large gap between the January and April policy decisions, highlights 
the importance of this month’s statement. The committee’s rhetoric will be carefully scrutinised for clues as 
to when potential rate cuts may begin, as well as whether current market pricing for the rest of the year’s 
easing appears adequate. 
 
 
Contracting Economic Activity May Bolster Case For Easing 
 
The latest economic activity data showed a 0.8% contraction for 
November, bringing the annual reading down to -2.5% Y/y, 
adding confirmation that the stance of the central bank has 
contributed to considerably slowing down an overheated 
economy. The latest BCCh economist survey held the 2023 
year-end GDP projection steady at -1.5%. 
 
Alongside these projections, economists and traders are 
currently predicting an unchanged decision on Thursday. 
However, a 50bp rate cut is then expected at the next meeting 
with the key rate seen falling to 7.00% in 11 months.  
 
It is worth highlighting that the next BCCh policy meeting does 
not fall until April 04. If indeed, it is the central bank’s intention 
to cut rates at the April meeting, the January statement could be 
used to signal the committee’s intention to do so or indeed push 
back against these current market expectations. 
 
Furthermore, in the latest central bank economist survey, published on January 10, 2023 & 2024 year-end CPI 
forecasts were held steady at 5.0% and 3.3% respectively, but this does represent an improvement from before the 
December meeting from 5.10% and 3.5% respectively. While remaining above the central bank’s target, the 
improvement may indicate early signs of an anchoring of inflation expectations. 
 
Additional factors that may contribute towards an improvement in inflation dynamics include the sizable appreciation 
of the Chilean peso, the ongoing decreases in international food prices as well as the expected decline in non-
mining GDP in 2023. 
 
 
Analyst Views Vary Regarding The Imminence and Size of Easing 
 
Shown in more detail below in our analyst views section, Scotiabank is predicting a rate cut at this meeting. They 
cite the main drivers continue to point to a softening in inflation figures in the coming months and that if the central 
bank were not to move then the size of the adjustment in April would be “sizable”. Santander agree that the cuts will 
be relatively aggressive and will take the principal rate to 6% by the end of this year.  
 
On the other hand, SocGen note that considering the December inflation data, they find it hard to see the BCCh 
making its move so soon. They currently expect a higher-than-market rates trajectory in 2023, with their year-end 
rate forecast at 8.75% vs consensus of 7.25% and considerably higher than Scotiabank’s 4.00% projection. 
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Economic Activity Declines to -2.5% Y/y 
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Mixed Inflation Data Since December Meeting 
 
Immediately after the December policy meeting, headline 
inflation rose from 12.8% to 13.3%. Since then, the rate has 
once again moderated back to 12.8% showing confirmation that 
inflation peaked in August 2022, however, some analysts do 
note the deceleration might not have been as swift as the 
committee would have desired. In similar vein, pressure remains 
on core inflation. Core CPI excluding volatile items, the BCCh’s 
preferred measure, came in at 10.8% Y/y, above the latest 
forecast within the quarterly report of 10.6%. 
 
The uneven downward trajectory of inflation is a good example 
of the MPC cautioning that “convergence to the 3% target is still 
subject to risks". Hence, the willingness to keep the reference 
rate at 11.25% until the state of the macroeconomy indicates 
that this process of convergence has been consolidated, may 
support the maintenance of a hawkish posture for now. 
 
 
 
Chilean Peso Continues Remarkable Run, Rallying ~8.5% From December Meeting 
 
Since the December meeting, USDCLP has come under consistent pressure amid a general weakening of the US 
dollar and a benign environment for EM currencies. This has seen USDCLP fall to just within touching distance of 
the 800 mark, an impressive 8.5% depreciation from the prior central bank meeting and further signs that this will 
positively feedback to inflation data.  
 
Technically, the USDCLP outlook remains bearish and the pair has traded to a fresh trend low today (Jan 24). This 
confirms once again, a resumption of the downtrend and maintains the bearish price sequence of lower lows and 
lower highs. The continuation lower has prompted an extension to the 800.00 handle. A sustained break of 800.00 
would initially open 788.95, the Apr 6 low. On the upside, initial resistance is seen at 836.54, the 20-day EMA. 
 

USDCLP Seen 20% Below September 2022 Peak 
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Analyst Views (Alphabetical Order)  

 
The Bloomberg survey currently shows all 16 analysts expecting an unchanged decision with the monetary policy 
rate remaining at 11.25%. Within our analyst views below, the range of views is varied. Scotiabank are expecting a 
cut at this meeting, whereas SocGen expect a higher-than-market rates trajectory in 2023. 
 
 
Barclays: Do Not See Door Being Opened To Cuts At This Juncture 
 

• Barclays expect the BCCh to remain on hold at this week’s meeting. Forward guidance will likely focus on 
data dependency. Barclays do not see room for the BCCh to open the door for cuts yet. 

 
 
Citi: Reputational Costs Of Cutting Early Should Keep BCCh Cautious 
 

• Citi Economics expects the BCCh to stay put at 11.25%. Although inflationary pressures are receding, the 
speed at which inflation will converge to the 2-4% target remains uncertain.  

• The potential reputational costs of cutting too early are much more relevant than the activity costs of 
delaying the start of the easing cycle. These factors should keep BCCh cautious. 

 
 
Goldman Sachs: MPC Will Have To Remain Patient 
 

• Goldman Sachs expect the MPC to remain on hold, keeping its policy rate unchanged at 11.25%. GS also 
anticipate cautious forward guidance as the market is pricing in significant and early policy cuts in a 
macroeconomic environment that remains complex and highly uncertain.  
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• Inflation remains very high and is highly disseminated, short- and medium-term inflation expectations 
remain above target, the current account deficit remains wide, and central banks in advanced economies 
continue to raise rates.  

• Consequently, in their view, the MPC will have to be patient and keep the policy rate at the currently 
restrictive stance until they observe a series of data points that suggests that inflation and its drivers are 
clearly on a path toward meeting the 3% inflation target. 

 
 
Itaú: Policy Rate To Fall To 7% By The End Of 2023 
 

• The December meeting minutes showed that all board members agreed that holding the policy rate at 
11.25% was the only plausible option. Additionally, the board signalled that rates would remain unchanged 
for as long as required to ensure inflation converges to the 3% target. 

• Itaú expect the central bank’s board to wait for inflation to consolidate its decline towards the 3% target and 
for the re-anchoring of medium-term inflation expectations before beginning an easing cycle.  

• They currently see the policy rate falling to 7% by the end of 2023, with cuts starting mid-year. 
 
 
JPMorgan: Expect Board To Signal Aversion TO Amount Of Expected Easing 
 

• JPMorgan expect the Board to keep the policy rate unchanged at 11.25%, while signalling the necessary 
conditions to ease in 2Q23—that is, a clear downward trend for headline inflation in 1Q23, together with 
further drops of inflation expectations, particularly by the policy horizon.  

• JPM also expect the Board to signal its aversion to the amount of expected easing already priced in, likely 
by reinforcing the central scenario for the policy horizon pencilled in the latest monetary policy report.  

• It would be interesting to weigh any potential discussion on the current NDF overhang and the possibility to 
roll off earlier. The NDF stock amounts to US$9.1bn.  

• JPM’s base case scenario contemplates a first cut in April, of 50bp, and the policy rate converging to 7.5% 
by year-end with a 5.5% easing cycle terminal rate. 

 
 
LarrainVial: Statement To Have Dovish Undertones 
 

• LarrainVial expects the BCCh to keep its key monetary policy rate unchanged at 11.25% this week “though 
we are inclined to believe that the wording of its monetary policy outlook will be tinged with dovish 
undertones,” director of research wrote. 

• LarrainVial doesn’t rule out that the central bank cuts its key rate by 150-200 basis points in April and 
expects GDP to contract by about 4% in 1Q23 and inflation to slow down to single digits. 

• They add that they see GDP contracting 2% in 2023, non-mining GDP to fall 2.8% mostly from contraction 
in domestic demand and lower fixed investment. GDP is expected to grow 4% in 2024. 

• Current account deficit to narrow to 1.5% of GDP by Dec. 2023 from 9.9% in 3Q22 as imports fall and 
maritime freight rates fall as well as copper rising. 

 
 
Santander: Forecast Key Rate At 6.00% By Year-End 
 

• The decline in activity, the exchange rate appreciation of recent weeks and less external pressure will 
contribute to inflation continuing to fall throughout the year and closing at around 4.75%. If this scenario 
occurs, the conditions will exist for the Central Bank to begin the process of lowering the TPM at the 
beginning of the second quarter.  

• Inflationary expectations on the policy horizon, one of the Council's great concerns, have already receded to 
levels close to the target. Thus, in Santander’s central scenario, they anticipate that, as in the cycle of 
increases, the cuts will be relatively aggressive and will take the principal rate to 6% by the end of this year.  

• This will allow real interest rates to moderate, which, despite lower growth prospects, have remained very 
high in recent months. This, in turn, would help prop up growth for 2024. 
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Scotiabank: Economists Forecast 25BP BCCh Rate Cut This Week 
 

• Scotiabank economists expect that the BCCh will begin its cutting cycle this week with a 25bps reduction. If, 
on the other hand, the bank chooses to leave its policy rate unchanged, the team foresees an aggressive 
cut at the BCCh’s April meeting, which seems a long time away. 

• In December, the BCCh conveyed a hawkish tone, expressing particular concern about the persistence of 
inflation and 2-year inflation expectations remaining above 3% (3.5% at the December meeting), despite 
declining in the last few months. 

• Scotiabank see more risks of negative than positive surprises in inflation in the near-term. Since last 
December, 2-year inflation expectations have fallen according to various surveys, to 3.3% in the January 
Survey of Economic Expectations.  

• The main drivers continue to point to a softening in inflation figures in the coming months. The CLP’s ~6% 
appreciation since the December meeting, ongoing declines in international food prices, and a reduction in 
expected non-mining GDP in 2023, alongside elevated inventories are all factors that point to weaker 
inflation. 

• In their view, an unchanged decision on Thursday would prompt the magnitude of the reference rate cut in 
April to be sizable, at least 150bps. After this, slowing inflation and thus benchmark rate cuts could be 
aggressive. 

• Scotiabank estimate that annual inflation will decrease to 3.7% y/y in December 2023, when they see the 
reference rate lowered to 4.0%. 

 
 
SocGen: Expect A Higher-Than-Market Rates Trajectory In 2023 
 

• Inflation is easing at a painfully slow pace, even while the currency is appreciating and the economy 
slowing. The BCCh will likely begin its easing cycle (SocGen currently expect it in 2Q23 with some upside 
risks) when it sees real rates high enough to put pressure on demand. 

• The year-ahead inflation expectations have declined more substantially in the past five months than actual 
inflation, whereas the two-year-ahead expectations remain above the BCCh’s target. The currency has 
appreciated substantially in the past three months and is now flat y/y. The economy is weakening at a 
sustained pace although growth continues to outperform expectations. Additional fiscal support could 
further delay the demand cooling necessary to bring down inflation. 

• Given the context described above, the timing of the BCCh’s first rate cut depends on how comfortable the 
bank is with the level of real interest rate it deems necessary to continue putting pressure on inflation.  

• The market-implied policy rate sees some rate cuts within the next three months. Nevertheless, considering 
the December inflation data, SocGen find it hard to see the BCCh making its move so soon.  

• Depending on the upcoming growth and inflation numbers, SG see a high chance of the easing cycle 
beginning in 2Q23 (with some upside risk in terms of the timing being pushed to 3Q). They currently expect 
a higher-than-market rates trajectory in 2023, with our year-end rate forecast at 8.75% vs consensus of 
7.25%. 

 
 
TD: Easing To Begin In Second Quarter 
 

• Inflation in Chile keeps on trending lower, while the economy is already contracting. In this context, we 
expect the central bank to remain on hold but just until Q2 before it starts easing. 

 


