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VELASCO SAYS CHILE'S
ECONOMY TO GROW NEAR 6%

Chile's economy will likely expand near
6% for a third year in 2006, boosting
revenue for expanded social services from
the government, Finance Minister Andres
Velasco said.

Velasco said the economy will probably
match the growth rate of the past two years,
when it expanded 6.2% and 6.3%, spurred
by investment and record prices for copper,
Chile's top export.

ÒThe economy should continue to grow at
comparable rates,Ó Velasco said today at
a conference in Santiago. ÒCountries can
grow and be competitive, and at the same
time be socially responsible.Ó

Chile's government wants to ensure that a
seventh year of economic expansion in
2006 reaches the nation's poor. The
government plans to raise pension
payments for the elderly poor and increase
competition among the country's pension
fund managers, which have higher profit
margins than other industries, including
banking, Velasco said.

Bloomberg, April 6
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CHILE 2005 GDP GROWTH 6.3 PCT,
FASTEST IN 8 YEARS

Chile's gross domestic product expanded
6.3 percent in 2005, its strongest rate of
growth in eight years, as construction
boomed, consumer demand soared and
prices for its top export copper hit repeated
record highs.

The result reported by the central bank on
Thursday was just over the 6.1 percent
median forecast of eight economists in a
Reuters poll and was the strongest since
1997, when Chile's economy grew 6.6
percent.

Chile is the world's biggest copper
producer ;  a  ma jo r  expor te r  o f
molybdenum, a mineral used in steel alloys
for jet engines; wood pulp and boards;
farmed salmon and fish meal; and fresh
fruit and wine. Exports rose 6.1 percent
last year over 2004.

Economists said that major drivers of
growth last year were domestic demand -
- retail sales growth were their highest in
seven years -- as well as soaring imports
to feed booming construction for public
works projects and business expansion.

Major wood products manufacturers are
expanding plants, salmon farmers are
widening operations and miners, fertilizer
and chemical firms are also investing in
increased production.

Imports of goods and services jumped 20.4
percent, the central bank said.

"The figures reflect good growth and bode

Dear Investment Review readers:

President Michelle Bachelet recently
honored me by appointing me Executive
Vice-President of the Foreign Investment
Committee. I look forward to working with
the Ministers of the Committee and its
President, Minister Ingrid Antonijevic, as
well as with other government agencies and
economic actors of the private sector, in the
common task of promoting foreign
investment in Chile.

In a globalized world this is clearly a
challenging task, but I believe that Chile
offers unique advantages, both to the
investors that are already in the country, as
well as to those looking for the right location
to invest. Chief among these advantages is
our countryÕs political, economic and social
stability, firmly grounded in the rule of law.
Additionally, Chile has an economy which
is open to the world, and which guarantees
non discriminatory treatment to all investors,
both domestic and foreign. Our network of
investment and trade agreements grants
investors the opportunity to use Chile as a
platform for business, both in Latin America
and beyond.

I believe that foreign investment is a tool
for greater economic and social development
in our country, not only in Santiago but also
in our twelve regions that extend from the
Atacama Desert to Antarctica. I also believe
that Chileans and foreign companies can
learn from each other in areas such as best
practices, corporate social responsibility
and the regulation of the environmental
impact of investment.

As Executive Vice-President, I would like
to extend an invitation to all investors to
get to know Chile and the opportunities we
have to offer. I believe you will find an ideal
combination of a favorable business
environment and a high standard of living.

Carlos Eduardo Mena



well for 2006 for two reasons: international
prices (for commodities) are very solid,
as well as domestic demand, especially
investment which means there will be a
bigger rise in productive capacity and
sales," said Joseph Ramos, dean of the
economy school at the University of Chile.

The central bank said domestic demand,
which measures business investment and
consumer spending, rose 10.1 percent in
the fourth quarter compared with the same
quarter a year earlier.

Domestic demand in full-year 2005 grew
11.4 percent compared with 2004.

Consumers have joined the economic
fiesta in Chile. Retail sales grew 8.7
percent last year to $29.8 billion, the
biggest expansion in seven years, and
consumer lending rose 20.33 percent last
year.

Gross domestic product grew 5.8 percent
in the fourth quarter of 2005 compared
with the same quarter a year earlier, and
picking up pace from 5.2 percent in the
third quarter, the central bank also said.
The quarterly result was just below the
5.9 percent median forecast in the Reuters
poll.

Bertrand Delgado, an economist with
IDEAglobal research firm in New York,
forecasts 5.5 percent expansion in gross
domestic demand this year, mostly
supported by domestic demand and also
by exports.

"Investment will likely decline from these
high levels that are currently in place. On
infrastructure, building will continue
however, in a more moderate way,"
Delgado said.

He said manufacturers who produce goods
for the local market will be hurt by cheap
imports due to the strength of the peso
currency against the dollar, "but industries
that export will continue to be responsive
to still favorable external conditions."

The central bank estimates GDP growth
of between 5.25 percent and 6.25 percent
growth this year. Chile's economy grew
6.1 percent in 2004.

While mining output will probably not
shoot up this year, since substantial

investment in mining expansions are not
expected to come on line until next year,
Chile will still benefit from high copper
prices.

The average copper price was $1.67 per
lb in 2005, 28.5 percent higher than in
2004, and the government copper research
body projects a $1.72-$1.76 per lb average
this year, while some miners think it could
top $2.00 per lb.

Reuters, March 23

CHILE'S CENTRAL BANK RAISES
RATE, AS EXPECTED

Chile's central bank hiked its benchmark
interest rate, as expected, on Thursday and
said future rate hikes were still needed and
that the timing would depend on economic
growth, the exchange rate, and inflation.

The bank raised the rate by a quarter-
percentage point to 5.0 percent, which was
what most economists and traders polled
by Reuters had expected at the monthly
monetary policy meeting.

In its decision, the central bank cited record
high prices for copper, Chile's main export;
vigorous jobs growth; inflation at the high
range of the bank's target range; and first-
quarter economic growth somewhat weaker
than expected.

Inflation in the 12 months ending in March
was 4.0 percent.

Some economists had said the bank might
choose to keep the rate at 4.75 percent in
an effort to tame the appreciation of the
peso currency, which has strengthened on
an in-flow of dollars from copper revenue.

The bank indicated it would keep an eye
on the exchange rate as it gauges the need
for further rate hikes.

"In the most l ikely scenario, slow
adjustments in the interest rate continue to
be necessary to maintain projected inflation
at around 3 percent a year... The timing of
these adjustments will depend on the
implications of news of (economic) activity,
the exchange rate and prices," the central
bank said in a statement.

Tomas Flores, economist with the Liberty
and Development Institute in Santiago, said
he had expected the bank to keep the rate
steady since domestic demand has softened
somewhat and because of the strong peso
currency.

"Maybe they are trying to be more proactive
than last year. This hike should be followed
by a couple of months without movement
in the interest rate. So, July would be the
next hike," Flores said.

Reuters, April 13

COPPER PUSHES CHILE TRADE
SURPLUS TO RECORD HIGH

Chile's March trade surplus soared to an
all-time high of $2.198 billion driven by
record prices of the country's leading export
copper, the central bank said on Friday.

The March trade surplus was more than
double February's surplus of $1.039 billion
and 82% higher than last March when it
was $1.205 billion.

The number also beat the median forecast
of $1.650 billion in a Reuters poll.

Chile is the biggest world producer of
copper and prices for the metal have been
on a monster rally, hitting successive record
highs. Copper prices this week topped $2.64
per lb, a historic peak.

Chile's copper exports in the first three
weeks of March were worth $1.877 billion,
the central bank said. Full-month copper
exports will be announced on April 17.

March exports were $5.112 billion, up 36%
from March last year, and the highest ever
for a single month in Chile, according to
the central bank.

Imports in April were $2.914 billion, up
14% from a year earlier, the central bank
said, and also a record high.

The peso currency opened stronger after
the trade data, trading at 517.70 per U.S.
dollar after closing on Thursday at 519.00
per dollar. The peso has strengthened for



eight consecutive sessions, partly due to
record high copper income flooding Chile
with dollars.

Reuters, April 7

CHILEAN COPPER EXPORTS RISE TO
RECORD AS DEMAND JUMPS

Chile, the world's biggest producer of
copper, said its exports of the metal surged
63 percent in March from a year earlier
after rising demand in China pushed prices
to a record.

Exports climbed to an all-time high of
$2.7548 billion in March from $1.6895
billion in March 2005, the Santiago-based
central bank said today on its Web site.

ÒIt's going to be a record year,Ó said Luis
Aliste, who helps manage $1.8 billion in
securities in Santiago at Cia. de Seguros
Vida Corp.

Chile, along with other South American
commodities exporters such as Peru and
Brazil, has benefited from rising demand
as China's economy expands. Prices for
copper, which have doubled in a year, rose
today to a record in New York and Shanghai
after China's President Hu Jintao said his
country's economic growth quickened to
10.2 percent in the first quarter. China is
the world's biggest user of copper.

ÒThe story is China going from a small part
of the market to being a major consumer,Ó
Richard Adkerson, chief executive officer
at Freeport-McMoRan Copper & Gold Inc.,
the owner of the world's second-largest
copper mine, said April 6.

Copper for May delivery gained 7.15 cents,
or 2.5 percent, to $2.8870 a pound on the
Comex division of the New York Mercantile
Exchange at 11:50 a.m. New York time,
and earlier rose to a record $2.9350 a pound.

Adkerson said that he sees few major copper
mines coming into production, in an
interview in Santiago.

Worldwide Demand
The lack of development of new deposits
contrasts with the 1990s, when large mines
were being developed, including Escondida
in Chile, the world's largest copper mine.
Demand for copper in 2005 outpaced
production worldwide for a third year,
according to the Chi lean Copper
Commission, a state-run research group.

Chile will report March output of copper
on April 27.

A surge in revenue from copper, the nation's
top export, may extend a rally by the country's
currency to as much as 500 pesos per dollar
this week, Aliste said. Chile's peso gained
4.78 pesos, or 0.9 percent, to 511.22 pesos
today, extending its 12-month gain to 14
percent.

Rising exports will widen the government's
budget surplus, which set a record last year,
Aliste said. The government owns Codelco,
the world's largest copper producer and owner
of almost 20 percent of the world's copper
reserves.

Bloomberg, April 17

COPPER PRICES
ATTRACT U.S. DOLLARS

The soaring price of copper is a mixed
blessing for Chile, says AndrŽs Velasco,
the country's finance minister. It is fueling
economic growth, but it is also making the
Chilean peso much stronger.

So Velasco is trying to figure out a way to
keep so many U.S. dollars from pouring
into the country.

Copper, which accounts for almost half of
Chile's exports, hit a record $3.24 per pound
on the London Metal Exchange on Tuesday.
Just 18 months ago, Chilean officials were
basing their budget projections on copper
at $1 a pound.

As a result, the budget surplus last year was
$5 billion. The economy has a strong trade
surplus, healthy growth and low inflation.
But in a dilemma shared by many resource-
rich Latin American nations that have seen
commodity prices soar in recent years, the

U.S. dollar has lost nearly one-third of its
value against the Chilean peso over the past
three years and now trades around 520
pesos.

Other Exporters
Even though this constitutes just a 3 percent
appreciation when measured over a 10-year
average, Velasco says the trend is troubling
as it could hurt non-copper exporters.

''It's something worth watching. It's
something we need to worry about, but
there's no cause for alarm yet,'' Velasco said
in an interview Friday.

Velasco's solution: to divert some of the
added copper revenue into new rainy-day
funds, which would be allowed to invest
overseas. One would be used to boost future
pension payments starting 2016; the other
would kick in to make up for any future
shortfalls in copper revenues. A bill creating
the funds will be sent to Congress next
week, he says.

The price of Latin American exports relative
to the price of imports -- known as the terms
of trade -- are at the best level in two decades
and currencies are surging as a result. Last
year the local currency appreciated 28
percent in Brazil, 15 percent in Chile, 11
percent in Colombia, 9 percent in the
Dominican Republic and 12 percent in
Uruguay,  according to the IMF.

Countries have few palatable options.
Argentina has tried to keep its currency
weak but has seen inflation creep up as a
result, says Frederick Jaspersen, an
economist with the Institute of International
Finance, a group representing global
banking institutions.

Economists say the idea of putting money
in offshore funds is a good one. Norway
has done that with its oil and natural-gas
bonanza.

The problem is that Latin America has a
mixed record on commodity funds, says
Claudio Loser, a former head of the IMF's
Western Hemisphere department.-----

Mexico's oil fund is too small relative to
the size of its economy to make any



difference, and Argentina has talked about
setting up a fund but has never followed
through.

Ecuador tried to set up the fund but ended
up spending the money, he says, and
Venezuelan President Hugo Ch‡vez has
repeatedly raided rainy-day oil funds.

''Ch‡vez came along and started using the
money . . . not for rainy-day purposes but
as just another source of funding for
expenditures,'' Loser says.

Diverting Money
The Venezuelan central bank and the state
oil company, Petr—leos de Venezuela, hav
e been instructed to divert oil money to a
special fund known as Fonden.

The government expects Fonden will
accumulate $17.5 billion by the end of 2006,
which will be spent on social programs and
other initiatives, with little oversight on how
it's done.

''It has contributed to an increased lack of
transparency in Venezuela,'' says Jaspersen.

Chile is widely viewed as an economic
model, so the way it handles its extra copper
revenues wil l  be closely watched,
economists say, especially since the
commodity bonanza may fizzle if world
economic growth slows.

Velasco says the idea is to truly save the
extra cash -- meaning the government won't
offset the funds' potential benefits by running
up more foreign debt.

He notes Chile has a proven track record of
meeting its fiscal targets. The government
has already put aside $1.2 billion over the
years in two ''copper stabilization'' funds,
as mandated by law.

But the funds were designed for much
smaller fluctuations in copper prices. The
idea is to merge the two funds and include
the overseas investment option, he says.

And the mechanism governing the new funds
will also be enshrined in a new law.
''In Chile, the laws are abided,'' he notes.
The Miami Herald, April 26

WINE: CHILE EXPANDS
ITS HORIZONS

If you're a regular reader of this column,
I can only tender sincere apologies for
saying something I've said many times.
But it's something that can't be said too
often, so my apologies are tempered by
a sense of necessary tendentiousness.
The something in question: in the wine
market, just about everything depends
on the crucial price bracket between £5
and £10.

This range is crucial because it represents
the points between cost-driven buying
and status-craving buying. Needless to
say, there are good wines selling for less
than a fiver and many outstanding bits
of value for over £10. But that £5 to £10
range houses most of the wine most
people should be aiming to drink
regularly. Any region that can't do it has
a problem, and needs to fix it ASAP.

Chile is one country that has recognised
the need. It's long done well in the under-
£5 region, with excellent growing
conditions and fairly low production
costs making it possible to sell some
eminently serviceable wines at low
prices. But al l  over the country,
producers have recognised the need to
expand their portfolio - and their image
- beyond the cheap-and-cheerful
category.

As part of that enterprise they have busily
and intel l igent ly expanded their
geographical horizons. The warmer
vineyard areas forming the core of the
nation's production - Curico, Rapel and
Maule - have been joined by more
marginal areas, and wines from the newer
areas, in many people's view, are often
more interesting and exciting. Prime
examples are the Limari Valley in the
north of country, the Bio Bio Valley in
the south, which is producing aromatic
whites and lush Pinot Noir of tremendous
distinction; and the Leyda Valley west
of Santiago, planted with vines less than
a decade ago but now producing some
fantastic wine, both red and white. And
as these areas mature, with winemaking

experts learning how to exploit them
fully, the picture can only get better.
Its current happiness was abundantly
illustrated by the many happy surprises
at a recent tasting in London, which
showed just how well the country is
coming along in a broad spectrum of
vinous offerings. Three of the best are
highlighted on the right, all red. I could
easily have picked out a slew of others,
including the sweet and succulent Tabali
Shiraz Reserva 2003 (£8.99, Sainsbury's)
and the supple and smoky Case Leona
Secano Estate Pinot Noir 2005 (£6.99,
M&S). Among whites, there was plenty
of good Sauvignon Blanc at friendly
prices, such as the crisp and restrained
Misiones de Rengo Sauvignon Blanc
2005 (£4.99, Morrisons), and the lemony-
fresh Tesco Finest Tapiwey Vineyard
Sauvignon Blanc 2005 (£7.99) .

But some of the nicest surprises came in
grape varieties and blends that one
doesn't usually associate with Chile.
Oddbins sells a blend of real class,
Anakena Ona Riesl ing Viognier
Chardonnay 2005 (£8.99), whose
beguiling complexity and crisp acidity
will put a big smile on anyone's face.
Vintage Roots (tel: 0118 976 1999,
www.vintageroots.co.uk) has small
quantities of Coyam 2003 (£10.50), a
blend of five grapes put to excellent use.
Among single-variety wines, the shock
was a cluster of good GewŸrztraminer,
ranging in style from lychee-syrup
richness to an almost austere restraint.
Concha y Toro Winemaker's Lot 17
GewŸrztraminer 2004 (£7.49, Oddbins)
was a star of the first type, Cono Sur
S i n g l e  V i n e y a r d  " E l  M a r c o "
GewŸrztraminer 2005 (£7.99, Majestic)
a favourite in the second. More shocking
still: a Petite Syrah, Carmen Reserve
2003 (£11.99, Threshers and Wine Rack)
proves that the wild, brambly flavours
of this sometimes unmemorable grape
can work beautifully on their own.

I'm still reeling from all those surprises,
and I look forward to the surprises still
to come.

Belfast Telegraph, April 6



MOODY'S TO REVIEW CHILE'S
CREDIT RATING FOR UPGRADE

Moody's Investors Service on Tuesday
placed Chile's credit rating on review for
possible upgrade on diminished debt risks
associated with private-sector external
borrowings.

The ratings on review are Chile's "Baa1"
foreign-currency country ceiling for bonds
and notes and the "Baa1" foreign-currency
country ceiling for deposits.

Moody's current rating, unchanged since
1995, is two notches below Standard and
Poor's and Fitch's "A" rating.

Moody's said the current economic policy
framework has reinforced Chile's already
strong credit fundamentals, and significantly
improved external debt indicators as
confirmed by a reduction in both the foreign
currency debt-to-exports ratio as well the
foreign currency debt service ratio.

The government's "Baa1" foreign-currency
rating for bonds and notes has also been
placed on review for possible upgrade.

The review wil l  not extend to the
government's local-currency rating, which
is expected to remain at "A1."

Chile's local currency guideline is "Aaa."

The review will concentrate on private sector
borrowers which accounts for 80 percent of
the country's $44.8 billion total external
debt and the extent to which most of the
foreign debt exposure is hedged.------

"Chile merits an upgrade from Moody's to
the 'A-c lass '  g iven s t rengthening
fundamentals and reduced external
vulnerabilities," Alberto Ramos, analyst at
Goldman Sachs said in a research note.
"Following the move to a positive outlook
on February 2005 we expect a rating change
to 'A3' possibly during the second half of
2006, if not earlier."

Moody's attaches particular weight to the
fact that the external debt and external debt
service ratio to current account receipts
remain very high compared to those of the
country's peers, which increases the
v u l n e r a b i l i t y  t o  e x c h a n g e  r a t e
movements,analysts said.

Ramos said Moody's has defended rating
inaction since 2003, in the face of an
improving outlook, on the grounds that the
rating was not downgraded following the
Brazilian devaluation or the Argentine
devaluation and subsequent default.

The agency however, will pay particular
attention to the role of the structural fiscal
surplus in sustaining a stable growth path
associated with reduced balance of payments
imbalances.

Reuters, March 21

CHILE'S SUCCESS COULD BE
BACHELET'S BIGGEST CHALLENGE

Chile's first woman president, Michelle
Bachelet, takes office on Saturday as her
people enjoy an extended run of good
fortune, and analysts say the biggest problem
for her government could be that Chile has
so few problems.

Citizens of Latin America's most stable
economy are spending with abandon as
companies expand and create new jobs. The
government is pouring money into new
highways and infrastructure as dollars flow
into the country from booming exports of
copper to Asia.

Outgoing President Ricardo Lagos, a
member of the Socialist Party like Bachelet,
is so popular he was greeted with a standing
ovation by tens of thousands of U2 fans
when he attended the Irish band's recent
concert in Santiago.

Some political pundits say all this could
make Bachelet too complacent to push for
the changes that one of the region's best-
run countries needs to launch itself into the
developed world.

"She must be a president whose content,
and not just her style, are different from
Lagos'. Lagos did some very good things,
but Chile needs to do a number of more
good things to keep moving forward.
Continuing the same policies will not make
Chile a developed nation in 10 years," said
Patricio Navia, a political scientist with New
York University.

Navia said Bachelet must take steps to
increase workers' productivity and to expand
the economy. He also said he feared the
Cabinet she has appointed will follow her
orders with discipline without producing
new ideas.

Bachelet is seen following Lagos' pragmatic
blend of liberal social programs with a web
of trade agreements that have boosted Chile's
salmon and wood pulp exports.

Thresho ld  Of  Deve loped Wor ld
Chile's low infant mortality and poverty
rate, high life expectancy and literacy rate,
relatively high per-capita income, and
running water and sewage services for most
of the population, make it more advanced
than most of the region, and put it on the
threshold of the developed world.----

Lagos has said Chile should aim to reach
developed status by 2010, its bicentennial
year.

Visitors to Chile are struck by its honest
police, impressive highways, and dramatic
transition to democracy after the     Augusto
Pinochet 1970s-1980s military government
that made the country notorious for human
rights violations.

But critics of the center-left government,
which has ruled since 1990, say education
and health reform are lacking, the gap
between rich and poor remains appalling
and crime is rising.

Bachelet, who was taken political prisoner
by the military regime in the 1970s, became
defense minister under Lagos decades later.
She captivated Chileans in a role that
symbolized reconciliation at long last



between the country's deeply polarized right
and left.

The election of Bachelet, a separated mother
of three, is also a sign that socially
conservative Chile, which only recently
legalized divorce, is becoming more tolerant.

Bachelet's inauguration in the coastal city
Valparaiso will be attended by U.S.
Secretary of State Condoleezza Rice, a rare
high-level visit to a Latin American
government handover that analysts said is
a sign of solidarity with an important Latin
American ally.

"Rice going, that's a step up from what the
U.S. has been doing for Latin America
recently. I think that's an important gesture,"
said Nicolas Shumway, director of the
Institute of Latin American Studies at the
University of Texas.

The inauguration could cement Chile's role
as a bridge between the United States and
Latin America's resurgent leftists, including
confirmed guests Argentine President Nestor
Kirchner, Brazilian President Luis Inacio
Lula da Silva, Bolivia's Evo Morales,
Uruguay's Tabare Vasquez and Venezuela's
Hugo Chavez.

Reuters, March 7

WITH A NEW LEADER, CHILE
SEEMS TO SHUCK ITS STRAIT LACES

This is the most socially conservative and
tradition-minded country in Latin America,
or so Chileans are accustomed to being told
and to thinking about themselves. So how
is it that the new president, who is to take
office here on Saturday, is not just a woman,
but also a single mother and an agnostic?

The triumph of Michelle Bachelet, 54, a
Socialist, pediatrician and former exile, in
January's election was clearly a political
watershed both for Chile and Latin America.
But it has also set Chileans to wondering if
perhaps their supposedly inhibited and

stodgy society hasn't also become more
modern and broad-minded than they had
ever imagined possible.

In a book that has been widely commented
on and that anticipated the rise of Ms.
Bachelet, "The Chilean Dream: Community,
Family and Nation at the Bicentennial," the
sociologist Eugenio Tironi maintained that
modernization here arrived in three waves.
First came an economic opening in the
1980's under the dictatorship of Gen.
Augusto Pinochet, then a pol i t ical
modernization in the 1990's after the return
of democracy and civilian rule.

"Recent years," Mr. Tironi argued in the
book, published a year ago, have initiated
"the phase of cultural liberalization" and a
"new moral climate." Taken as a whole, he
concludes, "Chile seems to be evolving
toward a liberal model of society of the
North American type," marked by greater
individualism, an erosion of the traditional
family structure and greater social tolerance.

One index of that shift is that last year nearly
60 percent of all babies were born out of
wedlock, compared with less than half in
2000. Yet for every sign of change, there
seems to be a counter-example of the
persistence of traditional values and
resistance to more relaxed sexual and social
mores.

Prior censorship of films, which had kept
movies like "The Last Temptation of Christ"
out of Chilean theaters for 15 years, ended
only in 2003. But in sharp contrast to a place
like Brazil, where a pop song called "Sin
Does Not Exist Below the Equator" was
once a big hit, explicitly erotic magazines
are not displayed at newsstands, and nudity
and coarse language are absent from prime-
time television.

In the social realm, divorce was approved
less than 18 months ago, after more than a
century of debate during which Chileans
could only "nullify" their marriages through
legal subterfuge. But abortion remains
proscribed, as do the gay unions now offered

in parts of Brazil and Argentina, and any
discussion of the morning-after pill or sex
education in the schools immediately
provokes controversy.

Part of the resistance is simply a result of
the unusual power wielded by the Roman
Catholic Church here, more conservative
than its counterparts in places like Brazil
and Peru. During the Pinochet dictatorship,
the church, under Cardinal Raœl Silva
Enr’quez, was the most visible and effective
defender of human rights through its
Vicarate of Solidarity, saving dozens of
opposition figures Ñ including some who
are in power today Ñ from jail or even
death.

"But when democracy was re-established,
the church handed the democratic coalition
the bill," explained Arturo Valenzuela, who
is director of the Center for Latin American
Studies at Georgetown University and comes
from a Chilean family. "It was, 'We took
care of you guys, so don't mess around with
divorce.' Yet the ones who handed over that
bill weren't the same ones who had protected
the Christian Democrats and the Socialists;
they represented a church that had moved
right."

The news media here have historically been
unusually conservative, too, and thus have
served to inhibit rather than promote new
values, many social analysts say. But Chile's
embrace of free market capitalism, originally
imposed by advisers of General Pinochet
who were followers of Milton Friedman, is
forcing changes even in that realm.

One leading television channel here, for
instance, is the property of the Roman
Catholic university. But in order to maintain
the ratings necessary to attract advertisers,
it has had to turn to the same mix of reality
shows and racy prime-time soap operas,
including some featuring premarital sex and
gay characters, as its secular competitors.

Another factor in bringing about change is
clearly generational. More than half the
country's 15 million people were not even




