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Synopsis

® |n 2005, the Chilean economy continued with its recovery, receiving a boost from record-high
prices for copper and other commodity exports.

® The Free Trade Agreement signed with China came into force in the second half of the year.

® Alow level of inflation was maintained, with the Central Bank increasing interest rates
several times.

® The governing political coalition won both the presidential and the congressional elections
in December.

Political environment

Presidential and congressional elections were held in December. The presidential election was
won in a second round by Michelle Bachelet, a moderate socialist. The newly elected president is
backed by the Concertacion, a center left coalition that has been in office since 1990.

Mrs. Bachelet’s term will last 4 years, and will be the fourth consecutive government of the Concertacion.
During her campaign, she stated that one of her main objectives will be to overhaul the pension
system.

After the congressional elections, the composition of the Lower Chamber is the following:
54 deputies from the center right coalition, and 65 from the center left coalition, with one seat won
by an independent.

The Senate composition is the following: 17 senators from the center right coalition, 20 from the
center left coalition, and one regional independent. This is the first time the governing coalition has
had a clear majority in the Senate.






