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Chile—May 7 Constitutional Council Elections Carry
Market Implications

e On Sunday, May 7, the election of the Constitutional Council will take place, where
between 50 and 52 councilors will be chosen under a mandatory voting system.

e  The elected Council will begin its work on June 7, considering the final draft issued
by the Commission of Experts. The political composition of the new constituent
assembly is important since it is a collegiate body that will be able to adjust the
proposal received from the Commission.

e  We believe that financial markets will pay close attention precisely to the results of
the vote. A result where the right-wing coalition obtains 23 or more councilors
(that allows them to block proposals) could have favorable consequences for
Chilean assets. Alternatively, a lower seat count would very likely lead to increases
in political uncertainty, with repercussions for markets.

On Sunday, May 7, the election of the Constitutional Council will take place, where
between 50 and 52 councilors will be chosen under a mandatory voting system. The
election pacts, or lists, formed for this election are the following: (i) Partido de la Gente
(center); (i) Todo Por Chile (moderate left): PR, PPD and DC; (iii) Partido Republicano de
Chile (extreme right); (iv) Unidad Para Chile (extreme left): Socialist, Communist and
Government coalition; (v) Chile Seguro (moderated right): RN, UDI and Evopoli.

There are four regions that will elect 5 councilors each (Metropolitan, Valparaiso, El Maule,
and La Araucania), while six other regions will select 3 councilors and the remaining six
regions will pick only 2 councilors. The election of councilors will have the same
geographical distribution as the election of senators. We must note that currently the
Senate has a balanced political composition with Chile Vamos and the Republican Party
having 25 senators (50% of the Senate). Preliminarily, the Constitutional Council will have
50 members. However, there are reserved seats for Indigenous Peoples (2 in total), which
will be used only if the Indigenous vote is higher than 3.5% of the total votes. On the other
hand, if the votes are lower than 3.5% and higher than 1.5%, they will only be able to take 1
seat. In other words, the final composition of the Constitutional Council may be composed
of a maximum of 52 councilors.

Although the general results will be known on Sunday, May 7, it is possible that the final
composition will instead be known early on Monday, due to the adjustment that must be
made to comply with the gender parity criterion required in the Constitutional Council.

The elected Council will begin its work on June 7, considering the final draft issued by the
Commission of Experts. The Experts have been working since the beginning of March and
are now in the process of deliberating to define the final draft of the new Constitution. In
our view, the work of the Experts and, thus, the draft has sufficient boundaries without
extreme proposals. However, although the proposal that the Commission would present
would be moderate and market-friendly, we must remember that councilors elected this
coming May 7 have the right to vote and the ability to modify or accept this proposal.

Table 1: Constitutional Itinerary

March 6 Installation of the Expert Commission and Technical Admissibility Committee
May 7 Election of the 50 Constitutional Councilors

June 7 Instalation of the Constitutional Council

November7 Delivery of the draft of the new Constitution

December17 Referendum (mandatory voting)

Sources: Senate, Scotiabank Economics.
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Political analysts anticipate a moderate composition of the Constitutional Council to result from the upcoming elections. Recent polls
estimate that right-wing parties will obtain between 24 and 27 councilors, of which between 6 and 8 will come from the Republican party
(extreme right). In addition, Indigenous Peoples seats were reduced from 17 to 2 in the current process that reduced the size of the
Commission to 52 from 155—thus going from 11% to 4% of the total number of seats. Considering a total of 50-52 councilors to be elected
and the recent polls, it is likely that there will be political moderation in the Constitutional Council.

The political composition of the new constituent assembly is relevant since it is a collegiate body that will be able to adjust the proposal
received from the Commission of Experts. The quorum to approve the articles corresponds to 4/7, that is, the favorable vote of 30 directors
is required (assuming a Council of 52 members). Symmetrically, if 23 councilors vote against a certain article, it cannot be part of the new
constitution. Given the political tendencies of those participating in this election, if the right-wing parties (Chile Seguro + Republican Party)
obtain 23 councilors, it is highly likely that all extreme proposals that affect property rights, state participation in currently private activities,
among others that were present in the constitutional proposal rejected in September 2022, will not be part of this new constitutional
proposal.

We believe that financial markets will pay close attention precisely to these party distribution results to adequately tabulate the risks and
their probability of occurring. A result where the right-wing coalition obtains 23 or more councilors could have favorable consequences for
Chilean assets. Alternatively, a result where right-wing parties do not achieve a blocking percentage (i.e. 23 seats) will very likely lead to
increases in political uncertainty, penalizing the Chilean peso, interest rates, and the stock market.

It will also be important to examine the votes of the political lists and parties. Some polls suggest that the Republican Party could obtain a
high percentage of votes, which would place it as the main political party in Chile, at least looking only at this election. This could have
consequences for the structural reforms that the government wants to undertake. Alternatively, if the government list (Unidad para Chile)
manages to maintain its historical share of the vote, it could improve its negotiating position in Congress to speed up the tax and pension
reforms.

Finally, the exit referendum will take place on December 17 (see table 1 for key dates).
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