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Buy back debt program
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Buy back debt program
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Chile in GBI-EM Index

Chile’s weight in the index
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Alternative assets
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Payment system

Adquirer, Issuer and Issuer, bank
bank or non- aaquirer, or non bank
bank bank
Px+f
Px+f

Commerce t Card holder

ood or servijce
ood or service

Px: retail price.

f: fee charge for using a card.
IT: interchange tariff.

MD: mechant discount.

Source: Ministry of Finance.
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Financial Market Commission
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Investigation and sanctions

Probe and Penalties
filling of

charges

Separation
of

investigation
from
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New tools to investigate

e Court of Appeals authorization
Lifting bank secrecy ¢ Condition to be member of I0SCO

e Court of Appeals authorization
Intrusive measures ¢ Communication interceptions

e Search order
New tools:

intrusive
measures, e Reduction up to 80% of the fine

lifting bank Self report
secrecy and
leniency

¢ Reduction of 100% of the fine.

Leniency e Criminal sanction: exemption or
attenuating circumstance
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General
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Board decision making

NOT enough
independence from
incumbents and political
actors

NOT enough flexibility to
adapt regulations to dynamic
enviroment

NO Chinese wall
between
investigation and
sanctioning
proceedings

NO sistemic
overwiew of
financial system:

Regulatory
arbitrage
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Capital requirements

Capital requirements
(as percentage of Risk Weighted Assets)

Up t04.0%
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6.0%
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Current Law

Source: Ministry of Finance.
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Pillar2

SIFI capital requirement

Tier 2
Additional Tier 1

CET1

Bill
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Capital requirements and RWA

Additional Tier 1

Risk weights

Capital deductions

Chile Day 2017
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Cost for the banking system

Additional capital requirements for Chilean banking system
(millions dollars)

8.0% 0

10.5% 2,702
System total 2,702
BancoEstado 825

Source: SBIF.
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Transition period

Capital requirements
(as percentage of Risk Weighted Assets)
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New tools to deal with weak banks

Provisional
<=
manager

1

Does not present

or implement the

plan, or refusal of
the plan

Repeated
infringements or
fines

Rebellion to fulfill
orders

Serious fears of
financial stability

Source: Ministry of Finance.

Limits and

prohibitions on
operations

4

Early
regularization
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Normal
- functioning

Preventive

capitalization

r
Other measures

taken by the
bank

i

i

i

i

i

i
—

Forced
liquidation

Lending by the

banking system
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Close-out netting

Liquidation Financial instability

Uncertainty about period of stay

Early termination

Indefinitely
stay

Payment

Source: Ministry of Finance.
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Liquidation

Financial instability

Stay of 5 days

Early termination Early termination

9

BCCh will
define stay
period by
norm

Payment

Source: Ministry of Finance.
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Pension
Reform
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Insufficient pensions: women and
middle class

Median replacement rate*

Self-financed Total
- N~ S
g Male 33% 52%

“ Total 20% 40%

1 14% 110%

" 2 10% 55%

% 3 18% 41%
I S S

5 26% 27%

Total 20% 40%

(*) Replacement rate as compared to last income.
Note: total includes Solidarity Pillar.
Source: Superintendence of Pensions.
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Building blocks

Increase pensions through

e Higher contributions

e Higher savings

e Temporary intergenerational tranfers
e Solidarity

Regulation and participation in private system

Specific parametric changes

e Self-employed

Improvements in the solidarity pillar

Strenghening of the colective voluntary savings scheme
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New Collective Saving System for Old Age
Pension

Saving in Personal Accounts

New New Collective
Contribution i
5% Saving System

Paid by the for Old Age Intra-generational Solidarity

Employer Pension . L
Inter-generational Solidarity

Women’s Benefit

Source: Ministry of Finance.

29



K‘ Chile Day 2017

New Collective Saving System for Old Age
Pension

Saving in Personal Accounts

New New Collective
Contribution i
5% Saving System

Paid by the for Old Age

Intra-generational Solidarity
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New Collective Saving System for Old Age
Pension

Saving in Personal Accounts

New New Collective
Contribution 5% Saving System

Paid by the for Old Age
Employer Pension Intra-generational Solidarity

Women’s Benefit

Source: Ministry of Finance.
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Projected use of 5% contribution

Additional contribution for pensions
(as percentage of the salary)
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Source: Budget Office, preliminary estimates.
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Assets build from additional 5%

Stock of savings
(as percentage of GDP)
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Public manager of 5%

e Social validation
e Diversification:

e AFPs need
liquidity
e AFPs need very

attentive
affiliates

Chile Day 2017

Design

e Constitutionally
independent

¢ Clear mandate
e Highly professional
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Regulation improvements and

participation

Contributors
participation

Multi-funds and
{20

e Through a representative in the Investment
and Resolution of Conflicts of Interest
Committee

* In the election of board directors of the
companies where their pension funds are
invested

e Further restrictions in the multi-funds system
e Added P&L sensitivity to performance
e Strengthening of auctioning mechanisms

e Strengthening the regulation of
intermediation fees

35



Rodrigo Valdés
Minister of Finance

Chile Day 2017

London, 29 June 2017



