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Overview of the Chilean banking system
· The Chilean banking sector consists of 18 banks: 9 foreign banks, 8 national 

banks and 1 is state-owned

· Superintendenia de Bancos e Instituciones Financieras (SBIF), is the banking 
supervisor.  The lender of last resort is the Central Bank of Chile

· The WEF placed the Chilean Banking industry 5th in its Competitiveness Ranking 
on Soundness of Banks

· On January 12th 2019 was enacted the most important reform to the banking law 
in nearly 30 years 

· Chile is adopting Basel III capital standards (liquidity and leverage were already 
in place). Capital gap USD 3 billion, as of Dec 2017

· The reform will integrate the SBIF with the Comisión para el Mercado Financiero 
(CMF), supervising banks, insurance and securities. The CMF combines 3 legal 
mandates: financial stability, market conduct and market development

· The merger of the SBIF with the CMF is set to take place on June 1st, 2019
Joint balance sheet of the 
Chilean banking system 

to December 2018

USD 354 Bn

USD 324 Bn

USD 30 Bn
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Overview of the Chilean banking system
Managing credit risk: how provisions are calculated

· Under the SBIF’s Accounting Standards Manual (ASM), 
banks are required to asses the economic-financial 
situation of its debtors in order to determine their 
ability to pay

· According to the ASM, debtors can be classified in 10 
categories, Each category has its own Probability of 
Default and Loss Given Default

· Risk factors are calculated from historical data 
resulting in a robust standard model

· This model will determine loan loss provisions carried 
by banks

A1 0,04% 90,0% 0,03600%
A2 0,10% 82,5% 0,08250%
A3 0,25% 87,5% 0,21875%
A4 2,00% 87,5% 1,75000%
A5 4,75% 90,0% 4,27500%
A6 10,00% 90,0% 9,00000%
B1 15,00% 92,5% 13,87500%
B2 22,00% 92,5% 20,35000%
B3 33,00% 97,5% 32,17500%
B4 45,00% 97,5% 43,87500%

Debtor 
Category

Probability 
of Default

Expected 
Loss

LGD
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Source: SBIF (DEC-2018).

Financial Services

Transport
Construction
Agriculture-Forestry
Electricity, Gas and Water
Mining
Hospitality
Communications
Fishing

Services22,0%

15,6% Retail commerce

9,6% Others

12,5%

8,5% Manufacturing

7,7%

24,1%

Health and Education
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Source: Bloomberg, Reuters, Freshplaza, Worldmaritimenews.
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Source: ECLAC (2009).

How Climate Change is affecting 
Chile’s economic activity

· Chile is widely exposed to Climate Change, affecting 
a broad variety of activities

· Short and severe rain showers are already 
occurring and are expected to increase in Atacama 
desert area (Chilean north), causing destruction of 
public infrastructure, private investments and 
disrupting activities such as mining

· A sharp decrease of rain is already happening in 
the central region of Chile, affecting energy, 
agriculture and utilities, among other

· Heat waves have created conditions required for 
bonfires affecting extensive areas

· Opportunities have arisen for agriculture and 
livestock in the southern regions

Mining 

Drinking water

Crop-farming

Stock-raising

Fisheries/Aquaculture

Health

Hydropower

Ports

Forestry

Drought

Floods/Tropical storms
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Retail Sector in Chile
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Source: Stolpe, Undurraga (2016). Source: Own elaboration from data provided by retailers.
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From awareness to action
· We have identified two possible ways of action within the existing micro-prudential 

framework: (i) inclusion of climate risks within the policy framework and risk management of 
institutions and (ii) the calculation of provisions (credit risk management) 

· Chile is hosting COP25 in Dec 2019, increasing opportunities to raise awareness and place the 
topic in the national agenda

· The SBIF will particpate in the Round Table for the Development of Sustainable Finance in 
Chile, organized by the Ministry of Finance

· Banks need to address climate-related risks in an orderly and systematic manner by 
collecting data and measuring the impact of these risks

· The financial system needs to identify how key players are planning on the risks and seize the 
opportunities

. There is an important transition risk arising from the need to adjust regulation on carbon 
emissions, property of water rights, fishing rights and project approval framework to ensure 
sustainability and progress
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