Chile—Who Buys and Who Sells? Decoding the FX
Spot Market
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GLOBAL ECONOMICS e Residents shift from net buyers to net sellers of USD, led by firms and mutual funds

The relevant multilateral nominal appreciation of the Chilean peso (CLP), stronger since
last September's plebiscite, can be understood as an adjustment of expectations that
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does not necessarily have to coincide with a relevant flow of US dollar sales in the spot/

forward market. The change in expectations can move the demand for US dollars without

an aggressive shift in flows. In this Latam Insights, we try to see which spot flows—broken

Contributors down by agent type—have accompanied this change in expectations.

Jorge Selaive, Head Economist, Chile The adjustment in expectations could be explained by lower political uncertainty and/or a
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the new constitutional council would also support arguments in favour of political
Anibal Alarcén, Senior Economist moderation, although for several political analysts it raises the need for agreements to
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) X achieve the approval of the constitutional draft on December 17. On the whole, what
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seems quite clear is that, despite the announcement of a reduction of FX forward sales by
Waldo Riveras, Senior Economist the Central Bank (BCCh), the null sale of US dollars in the spot market by the Treasury
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waldo.riveras@scotiabank.cl during May, and declines in copper prices, the CLP has continued to show strength in
relation to comparable currencies (not exempt from high volatility).
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For their part, stock brokers—Dby client requests—have been net buyers since social unrest picked up, which has eased during the early
months of 2023 and especially during May (chart 4 again and chart 5). Spot USD buying by stock brokers could be symptomatic of a
more structural monetary denomination adjustment process in the wealth of high net worth residents, since, although USD buying has
declined, it has not been reversed—at the margin. In other words, they are still buying USD, but at a significantly slower pace. We
continue to see no flow of sales by stock brokers, which would be a symptom of asset repatriation by individuals.

In the first two months of 2023, Pension Funds (PF) started to buy US dollars in the spot market, contrary to firms, mutual funds and
the government (chart 5 again). However, since the end of March, these agents have been less active in the FX spot market, probably
explained by the higher volatility of foreign assets, which has led to a lower appetite of the PF contributors towards risk funds more
exposed to foreign currencies.

In a clear and relevant way, companies in the real sector started USD sales in the spot market at the end of 2022 that have since
continued (firms, in chart 5 again), and stand as one of the factors that have supported the CLP's resilience.
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