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Latam Economic Update  

• Chile: Labour market adversity will continue; Monthly GDP for May 

expected to fall 18% y/y 

 

CHILE: LABOUR MARKET ADVERSITY WILL CONTINUE; MONTHLY GDP 

FOR MAY EXPECTED TO FALL 18% Y/Y 

Labour market: Unemployment rate is expected to fall further given labour 

force dynamics  

In Chile, the unemployment rate reached 11.2% in the March–May period (+2pp 

higher than the previous quarter), above market estimates. This reveals a sharp 

drop in employment (-16.5% y/y), although the estimate of the unemployment rate 

continues to be attenuated by the significant contraction in the labour force  

(-12.8% y/y), a phenomenon that we have observed since the pandemic began 

and quarantine measures were imposed. This labour force dynamic is making it 

difficult for the market to correctly anticipate the evolution of the unemployment 

rate. Assuming that people can actively seek employment after the restrictions are 

lifted, the unemployment rate should continue to rise to reflect the real weakness 

of the labour market. According to NBS's own calculations, the potential 

unemployment rate (including potential labour force) would currently be 28.1% 

nationwide; almost 1 in 3 Chileans of age and capable of working would be 

unemployed. 

As of May, about 1.5 million jobs were destroyed compared to the same period last 

year, of which about 643 thousand correspond to private salaried jobs. The sectors 

where the number of jobs decreased the most were commerce (-19.4% y/y), 

accommodation and food service (-42.4% y/y) and construction (-23.1% y/y), while 

by occupational category the greatest decreases were observed in self-employed 

workers (-29.5% y/y) and formal employees (-8.4% y/y). The positive note in job 

creation comes from the administrative and support services sectors (+ 13.5% y/y), 

financial and insurance activities (+9.7 y/y) and water supply (+23.7 y/y). 

It is important to remember that these employment figures continue to count 

workers covered by the Employment Protection Plan as absentee workers, which 

already exceeds 1.1 million people, an increase of 689 thousand compared to the 

same period last year. However, given the weak economy, a significant number of 

these workers could permanently lose their jobs. According to a survey carried out 

by the Central Bank (reported in the last Monetary Policy Report), nearly half of 

the companies covered by this plan expressed uncertainty regarding reinstating 

these workers after the end of the benefit period. At the end of May, the 

beneficiaries of this program reached 592,000, and has continued to increase, 

reaching 646,000 as of June 21.  

With a seasonally adjusted monthly drop less than in April, May GDP would 

fall 18% y/y 

Retail sales showed a contraction of -28.7% y/y in May, roughly in line with our 

projection based on transactional data from the system, shown in our Tracking 

Report (-32% y/y). The declines in automobiles, clothing, footwear and durable 
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consumer goods in general are mainly responsible for this major fall. Similarly, and as we have been pointing out for some time, 

supermarket sales grew 2.3% y/y—also closely following what was determined by credit and debit card transactions. Here, we 

reiterate that the big winners of the quarantine and forced isolation process that has affected about 48% of the population have 

been the supermarkets, showing an expansion of 8.6% m/m. This is already reflected in the stock valuations that have begun to 

internalize the greater cash availability and increased sales of these chains. The e-commerce and delivery channels are becoming 

strong levers for resilience in this sector. 

Manufacturing showed a fall of -13.3% y/y, somewhat larger than we expected (-9% y/y), owing to a slightly higher calendar effect 

for 2 business days less than in the same month of 2019, but also showing contractions in all the sectors that make up the index. 

The greatest negative incidence came from the food division, which in principle could be paradoxical but, as the NBS points out, 

comes from a lower demand for “bread” from restaurants, catering and hotels. The rest of the food division is much less affected 

as it is considered “essential” and subject to strong demand from supermarkets. 

Finally, Mining showed an expansion of 2.1% y/y (0.7% m/m). The mining sector has been less affected for two reasons. Being in 

the north of the country, mining has been subject to fewer mobility restrictions. Furthermore, as it is considered a strategic/

essential sector, major production interruptions have been avoided. This sector will somewhat mitigate the total fall in GDP in May, 

just as it has in previous months. 

As a whole, and with reduced activity of other productive sectors, we anticipate a fall in May’s monthly GDP of 18% y/y, which 

corresponds to a seasonally adjusted contraction of around -6% m/m, considerably less than that observed in April (-8.7% m/m). 

This print would indicate that we would be in the “stabilization phase”, as we anticipate that by June the activity will not exhibit 

significant seasonally adjusted contractions. To the extent that the Government responds in a timely manner to the evident 

slowdown in COVID-19 cases and improvement in the gaps in the health system that we are observing, we could see strong 

seasonally adjusted accelerations during the second semester. While they would still keep GDP down year-on-year, the 

improvements would imply that the economy is entering a strong recovery phase that asset prices are likely to reflect. The main 

concern in this regard would arise if the government and the opposition do not reach agreements in the face of clear signs of 

slowdowns in infections, which could generate excessive "conservatism", postponing the return to normality of highly financially 

stressed activities. If this happens, the damage in the labour market would increase as would the effect on GDP. 

—Jorge Selaive & Waldo Riveras 

 

 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics


GLOBAL ECONOMICS 

|  LATAM DAILY 

June 30, 2020 

This report has been prepared by Scotiabank Economics as a resource for the clients of Scotiabank. Opinions, estimates and projections 

contained herein are our own as of the date hereof and are subject to change without notice. The information and opinions contained herein 

have been compiled or arrived at from sources believed reliable but no representation or warranty, express or implied, is made as to their 

accuracy or completeness. Neither Scotiabank nor any of its officers, directors, partners, employees or affiliates accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this report or its contents. 

These reports are provided to you for informational purposes only. This report is not, and is not constructed as, an offer to sell or solicitation of 

any offer to buy any financial instrument, nor shall this report be construed as an opinion as to whether you should enter into any swap or 

trading strategy involving a swap or any other transaction. The information contained in this report is not intended to be, and does not 

constitute, a recommendation of a swap or trading strategy involving a swap within the meaning of U.S. Commodity Futures Trading 

Commission Regulation 23.434 and Appendix A thereto. This material is not intended to be individually tailored to your needs or characteristics 

and should not be viewed as a “call to action” or suggestion that you enter into a swap or trading strategy involving a swap or any other 

transaction. Scotiabank may engage in transactions in a manner inconsistent with the views discussed this report and may have positions, or 

be in the process of acquiring or disposing of positions, referred to in this report. 

Scotiabank, its affiliates and any of their respective officers, directors and employees may from time to time take positions in currencies, act as 

managers, co-managers or underwriters of a public offering or act as principals or agents, deal in, own or act as market makers or advisors, 

brokers or commercial and/or investment bankers in relation to securities or related derivatives. As a result of these actions, Scotiabank may 

receive remuneration. All Scotiabank products and services are subject to the terms of applicable agreements and local regulations. Officers, 

directors and employees of Scotiabank and its affiliates may serve as directors of corporations. 

Any securities discussed in this report may not be suitable for all investors. Scotiabank recommends that investors independently evaluate any 

issuer and security discussed in this report, and consult with any advisors they deem necessary prior to making any investment. 

This report and all information, opinions and conclusions contained in it are protected by copyright. This information may not be 

reproduced without the prior express written consent of Scotiabank. 

™ Trademark of The Bank of Nova Scotia. Used under license, where applicable.  

Scotiabank, together with “Global Banking and Markets”, is a marketing name for the global corporate and investment banking and capital 

markets businesses of The Bank of Nova Scotia and certain of its affiliates in the countries where they operate, including, Scotiabanc Inc.; 

Citadel Hill Advisors L.L.C.; The Bank of Nova Scotia Trust Company of New York; Scotiabank Europe plc; Scotiabank (Ireland) Limited; 

Scotiabank Inverlat S.A., Institución de Banca Múltiple, Scotia Inverlat Casa de Bolsa S.A. de C.V., Scotia Inverlat Derivados S.A. de C.V. – all 

members of the Scotiabank group and authorized users of the Scotiabank mark. The Bank of Nova Scotia is incorporated in Canada with 

limited liability and is authorised and regulated by the Office of the Superintendent of Financial Institutions Canada. The Bank of Nova Scotia is 

authorised by the UK Prudential Regulation Authority and is subject to regulation by the UK Financial Conduct Authority and l imited regulation 

by the UK Prudential Regulation Authority. Details about the extent of The Bank of Nova Scotia's regulation by the UK Prudential Regulation 

Authority are available from us on request. Scotiabank Europe plc is authorised by the UK Prudential Regulation Authority and regulated by the 

UK Financial Conduct Authority and the UK Prudential Regulation Authority.  

Scotiabank Inverlat, S.A., Scotia Inverlat Casa de Bolsa, S.A. de C.V., and Scotia Derivados, S.A. de C.V., are each authorized and regulated 

by the Mexican financial authorities.  

Not all products and services are offered in all jurisdictions. Services described are available in jurisdictions where permitted by law. 

Visit our website at scotiabank.com/economics | Follow us on Twitter at @ScotiaEconomics | Contact us by email at scotia.economics@scotiabank.com 

https://www.scotiabank.com/ca/en/about/global-economics/economics-publications.html
https://twitter.com/ScotiaEconomics

