




Annual Report 2009

Our Mission
We are a leading financial corporation with a prestigious business 
tradition. Our goal is to provide financial services of excellence, 
offering creative and effective solutions for each customer segment 
and thus ensuring ongoing value creation for our shareholders.

Our Vision
To be the best bank for our customers, the best place to work, and the 
best investment for our shareholders.

Our Values
The hallmark of our work is excellence and value creation, both for 
our shareholders and our customers. Therefore, we continuously 
incorporate industry best practices and standards, promoting, 
developing and recognizing quality performance in our associates 
and work teams. Our employees are characterized by their pride in 
belonging to our institution and their allegiance to the following 
values, attitudes and behaviors:
• Commitment
• Attitude of Service
• Flexibility
• Team Work
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Letter from the Chairman

Upon beginning 2010, the year we celebrate the bicentennial of Chile’s independence, it is my pleasure 
to address you for the third consecutive year, our annual report for the period ended December 31, 2009.

I would like to begin by highlighting that the Chilean Institute for Rational Business Management 
(ICARE) awarded us the prize of the most outstanding company in 2009. We are filled with pride and 
satisfaction to receive this award especially given the prestige of this distinction within the Chilean business 
community. This award is a recognition of our 115-years of history of supporting significant commercial 
efforts, financing important public and private projects, providing financial backing to small and medium-
sized companies and addressing the financial needs of millions of Chileans. The 2009 ICARE award honors 
all those who work or have worked for our organization, all of our shareholders and the more than 1.5 
million customers that place their trust in us each day.

One year ago, in presenting the 2008 annual report, I stressed our predictions that 2009 would be a 
particularly difficult year. The negative outlook for the global economy and the warning signs present in 
the financial systems of the most developed countries since September of that year foreshadowed that 
the global recession would have a severe impact on the local economy. However, the safeguards adopted 
during the last quarter of 2008 in terms of liquidity and provisions, and in particular, the prudent policies 
on credit and market risk and expense management that we are known for, allowed us to look towards 
the future with reasonable security.

2009 began with negative inflation, increases in provisions for loan losses, accelerated cuts in interest rates 
and limited business growth generated modest results in the first two months. However, appropriate crisis 
management by monetary and fiscal authorities, as well as encouraging signals that began to arrive from 
abroad, especially from the largest emerging economies, enabled us to see hopeful signs early on. We 
realized that Banco de Chile would contribute to the economic recovery by assisting those companies who 
dared to borrow and invest in their businesses. Since February, our management has made the difference, 
being the first to lower interest rates on consumer loans, followed by similar decreases for mortgage and 
commercial loans. We collaborated on several important campaigns to invigorate the real estate and 
construction sectors and simultaneously played a key role in restructuring the liabilities of the salmon 
industry, which was hit hard by a sanitary crisis. Subsequently, particularly as of the second half of the year, 
we showed sustained growth in our loan portfolio, actively participating in financing new projects and 
refinancing existing obligations for Chilean companies.

Second and third quarter results were marked by improved operating margins, albeit with high provision 
levels, especially to cover possible losses in the salmon industry and in other companies facing particular 
hardships, but also to some extent in consumer loans. Opportunely recognizing risk and establishing 
necessary safeguards are and have been traits of ours and will continue to be foundations of our financial 
soundness.

Dear Shareholders:
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Beginning September, growth picked up in light of the clear signs of improved 
economic conditions in Chile. We began to recover the market share that 
had been lost during the first semester primarily to the Chilean state-owned 
bank. Attractive proposals in all business areas allowed us to recover 0.7% 
market share in loans in only four months, ending the year with 19.1%. In 
terms of liabilities, our market share in current account balances has not only 
conserved its market-leading position but has expanded to 24.2%, which is 2% 
greater than our closest competitor. Similarly, we made market share gains in 
mortgages and loans for large companies, delivering sophisticated products to 
our customers and closing important project financing transactions.

Retail banking, was reorganized during the year in order to ensure adequate 
customer service. This meant redefining segments and customizing certain 
platforms. In the area of innovation, the second half of the year was marked by 
significant internal efforts to introduce new retail banking services. As a result, 
towards the end of the first half of the year we launched RedGiro, a service that 
allows customers to transfer money through ATMs, and at the beginning of 
2010 we announced the new Cuenta Móvil (Mobile Account) which will play a 
major role in the future of payments in Chile. 

Among other noteworthy events, I would like to mention that two years 
after the merger with Citibank Chile, the strategic alliance with Citigroup is 
in full operation, yielding even better results than originally projected. Driven 
largely by this alliance, our investment bank Banchile Citi Global Markets 
has transformed itself into an eminent market player, both in national and 
international transactions, earning important recognition in Chile and abroad. 
Banchile Corredores de Bolsa reported excellent results of Ch$16,387 million 
in net income in 2009, while Banchile Administradora General de Fondos 
introduced new structured funds, maintaining its undisputed leadership and 
generating net income of Ch$10,039 million.

In 2009, we provided our shareholders with an attractive result of Ch$257,885 
million or $3.12 per share. We are confident that the year has ended with 
excellent prospects for the future and foresee that the Chilean economy should 
experience significant growth in 2010 which could exceed, based on our 
estimates, 5% in GDP. 

Our commitment in 2009 with our employees has strengthened our already-
excellent internal relationships. Considering the difficult economic year, the 
Board of Directors has favored policies that ensure job stability, which was widely 
appreciated both within and outside the company. A reflection of this positive 
environment was observed in a collective bargaining process with one of our 
unions which concluded early in due to an atmosphere of broad understanding 
and cordiality.  We continue to promote training and professional and personal 
development for our entire workforce, with the understanding that human 
capital is one of our most valuable resources.

Finally, the Board approved in December an agreement regarding the dividend 
distribution policy -aimed at protecting capital from the effects of inflation- to be 
submitted for consideration at the next Shareholders’ Meeting. This agreement 
was reached in light of the elimination of price-level restatement and sets a new 
method for determining distributable earnings, calculated as net income for the 
year plus the effect of inflation on paid-in capital. This agreement maintains the 
real value of capital and reserves year-on-year.

I would like to further emphasize the commitment of our Board to our 
shareholders in ensuring that we will continue to be a leader in the Chilean 
banking industry, offering timely and high quality services to each and every 
one of our current and potential customers, and contributing to Chile’s 
development.

Pablo Granifo Lavín
Chairman of the Board
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Our History 1893-2009

Banco de Chile is a banking corporation established in Chile in 1893 and 
began to operate under this name on January 2, 1894 through the merger 
of three banks: Banco de Valparaíso, founded in 1856; Banco Nacional de 
Chile, founded in 1865; and Banco Agrícola de Chile which began operating 
in 1869. Hence, the origin of Banco de Chile is traced back to Banco de 
Valparaíso, the first bank in Chile which was formed as a corporation.

In April 1926, the Bank’s head offices were relocated from the former offices 
of Banco Nacional de Chile at Huérfanos 930 to a brand-new building at 
Ahumada 251—its present headquarters.

Since Banco de Chile’s inception, it has played a very important role in 
supporting fiscal policies and the stability of the local banking system. After 
the creation of the Chilean Central Bank in 1926 and the enactment of a new 
General Banking Law, which in the same year created the Superintendency 
of Banks to replace the General Inspector of Banks that had existed since 
1912, the Central Bank became the principal agent in charge of stabilizing 
the banking system, a role which had largely been fulfilled by Banco de Chile 
in previous decades.

In order to release Banco de Chile from the financial burden assumed 
following the 1982-1983 crisis, a corporate restructuring took place in 1996, 
creating a new commercial bank - a subsidiary of the former - which assumed 
all assets and liabilities, with the exception of the Central Bank debt. This new 
commercial bank is the legal successor of the former and took over the name 
of Banco de Chile. The subordinated obligation remains with the former bank, 
which changed its name to Sociedad Matriz del Banco de Chile.
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In January 2002, Banco de Chile agreed to merge with Banco de A. Edwards. 
That year the Bank began operating three branch networks under different 
brands: Banco de Chile, as a universal bank with coverage throughout Chile; 
Banco Edwards, with a network concentrated on retail banking, operating 
mainly in Santiago; and Banco CrediChile, focused on consumer loans and 
debit accounts. Following the merger, Quiñenco S.A., a company linked 
to the Luksic family and the main shareholder in both banks, acquired the 
majority shareholding in Banco de Chile.

With approval from their respective shareholders, in January 2008 Banco 
de Chile took over the assets and liabilities of Citibank Chile, the Chilean 
subsidiary of U.S. entity Citigroup Inc. Concurrent with the merger, 
Citigroup became an associate of Quiñenco, the controlling shareholder 
in Banco de Chile, by sharing ownership of LQ Inversiones Financieras S.A. 
(67% Quiñenco and 33% Citigroup), a company that held voting rights of 
61.7% as of December 2008. Banco de Chile and Citigroup also signed the 

Cooperation Agreement and the Global Connectivity Agreement, which 
provided for mutual support in executing certain transactions. A licensing 
agreement was also signed permitting the limited use of the Citi brand by 
Banco de Chile.  The Banco Edwards branch network therefore assumed the 
new image “Banco Edwards | Citi”.

Banco de Chile’s shares are listed on the Santiago Stock Exchange, the 
Chilean Electronic Exchange and the Valparaíso Stock Exchange. Since 2002, 
they have also been traded on the New York Stock Exchange (NYSE) under 
American Depositary Shares (ADS) program. Since 2003, the same ADS 
program is also traded on the London Stock Exchange (LSE) and Banco de 
Chile shares are registered on Latibex, a trading platform belonging to the 
Madrid Stock Exchange.
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(a) Approval Process

Loan analysis and approval is conducted using a differentiated approach for each market segment, using three separate credit-risk models:

Automated Model: This model focuses to individuals of the mass-markets ( i,e, not business related), and is based on the integral automation of processes, 

admission, approval, follow-up and recovery,  using  scoring -and behavior- based on approval systems.

The Bank has also developed a broad level of intelligence in the selection of customers, with a significant capacity to discriminate between subjects of 

different credit bases. Using this intelligence, the Bank has specifically developed separate, segmented models for Retail Banking and Banco CrediChile, In 

the case of Banco CrediChile, there are further distinctions for employed customers—separated into 5 sub-segments—, and for independents, Retailing 

Banking there are sub-segments divided by activity and the length of the customer’s relationship with the Bank.

Parametric Model: This model is applied to small and medium-sized enterprises and individuals in business. For analyzing these segments, the Bank uses 

certain levels of automation and parameterization. Automation currently provides a fundamental pillar to the pre-approval process for small companies and 

a support for the potential evaluation process for medium-sized companies.

Case-by-case Model: This model is used for large companies and the corporate market. It is based on individual expert evaluation on risk level, operation 

amount and business complexity, among other variables.

(b) Control and Follow up

The constant control and follow up of credit risk is the basis for proactive portfolio management and enables risk to be recognized opportunely, thus 

identifying business opportunities and detecting potential impairment before it occurs.

In the Companies market, control and follow up are realized through a combination of reviews. The most relevant are the following:

• Structured portfolio fast-revision schemes, according to the impact of specific macroeconomic fluctuations in sectors of activity, defining case-by-case 

actions plans. 

•	Constant vigilance system for advance detection of those customers who show potential risks, agreeing specific action plans for these customers with 

the commercial areas.

• Payment arrears management, backed by predictive indicators of risk level, with follow-up and action plans in the case of the most important customers, 

plus management of differentiated strategies for early recovery.

•	Follow up the conditions, restrictions and covenants imposed by the credit committee to all operations requiring it due to their importance or complexity.

•	Control of exposure and share guarantees coverage, monitoring fluctuations and preparing action plans in the event of minimum coverage losses.

•	Follow up schemes of credit behavior variables and companies’ financial figures.

•	Risk segmentation strategies for collections processes and policies to better integrate loan approval and monitoring processes, aligned behind a single 

vision of customer credit fundamentals.

(c) Derivative Instruments

The value of derivative financial instruments is always reflected in the Bank’s balance sheet. The risks derived from these instruments, determined using SBIF 

models, are controlled against lines of credit at the inception of each transaction.

(d) Portfolio Concentration

Maximum credit risk exposure per counterparty without considering collaterals or other credit improvements as of December 31, 2009 and 2008 does not 

exceed 10% of the Bank’s effective equity.
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The following tables show credit risk exposure per balance sheet item, including derivatives, detailed by both geographic region and industry sector in 

December 2009.

Financial Assets

Cash and Due from Banks

Trading Securities
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Mutual fund investments
Subtotal

Securities Purchased under  Agreements to resell

Derivative Contracts for Trading Purposes
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Hedge Accounting Derivative Contracts
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Loans and Advances to Banks
Domestic banks
Foreign banks
Subtotal

Loans to Customers, Net
Commercial loans
Residential  mortgage loans
Consumer loans
Subtotal

Available for Sale Instruments
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Subtotal

Held to Maturity Instruments

478,576

162,094
189,496

—
79,852

431,442

79,401

114,950
178,048

300
65
—
—

293,363

—
—
—
—
—
—
—

123,796
—

123,796

8,363,132
2,524,693
1,930,595

12,818,420

448,289
614,937
126,693

1,189,919

—

222,709

—
—
—

116
116

—

48,781
165,129

—
—
—
—

213,910

—
2,150

—
—
—
—

2,150

—
211
211

226
—
—

226

—
—

36,426
36,426

—

Chile United States

MCh$ MCh$

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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—

—
—
—
73
73

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
190,208

190,208

191,177
—
—

191,177

—
—

18,753
18,753

—

26,268

—
—
—

196
196

—

29,998
27,240

—
—
81
—

57,319

—
1,058

—
—
—
—

1,058

—
134,766

134,766

174,730
—
—

174,730

—
—

20,564
20,564

—

727,553

162,094
189,496

—
80,237

431,827

79,401

193,729
370,417

300
65
81
—

564,592

—
3,208

—
—
—
—

3,208

123,796
325,185

448,981

8,729,265
2,524,693
1,930,595

13,184,553

448,289
614,937
202,436

1,265,662

—

Brazil Other Total

MCh$ MCh$ MCh$



19
6

p
ag

e

Financial Assets

Cash and Due from Banks

Trading Securities
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Mutual fund investments
Subtotal

Securities Purchased under  Agreements to resell

Derivative Contracts for Trading Purposes
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Hedge Accounting Derivative Contracts
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Loans and Advances to Banks
Domestic banks
Foreign banks
Subtotal

Loans to Customers, Net
Commercial loans (*)
Residential mortgage loans
Consumer loans

Available for Sale Instruments
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Subtotal

Held to Maturity Instruments

451,473

—
189,496

—
—

189,496

3,844

161,908
318,270

—
—
—
—

480,178

—
3,208

—
—
—
—

3,208

13,796
325,185

338,981

—
157,255
79,036

—
554,558
79,617

634,175

—

127,166

162,094
—
—
—

162,094

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

110,000
—

110,000

—
—
—

448,289
—

26,568
474,857

—

—

—
—
—
—
—

—

119
—
—
—
—
—

119

—
—
—
—
—
—
—

—
—
—

—
2,223,268
1,762,546

—
—
—
—

—

—

—
—
—
—
—

36,463

16,488
3,761

15
64
—
—

20,328

—
—
—
—
—
—
—

—
—
—

—
26,095
17,157

—
—
—
—

—

—

—
—
—
—
—

4,710

3,465
1,449

245
1

—
—

5,160

—
—
—
—
—
—
—

—
—
—

—
6,855
5,332

—
5,928

49,638
55,566

—

—

—
—
—
—
—

7,600

548
479

—
—
—
—

1,027

—
—
—
—
—
—
—

—
—
—

—
843
558

—
—

4,910
4,910

—

—

—
—
—
—
—

23,272

1,890
28,037

—
—
—
—

29,927

—
—
—
—
—
—
—

—
—
—

—
61
7

—
27,776
36,935

64,711

—

Financial 
Services Government

Retail 
(Individuals) Trade Manufacturing Mining

Electricity, Gas 
and Water

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$

(*)  See commercial loans by industry sector in Note 12 (d).

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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—

—
—
—
—
—

831

543
302

2
—
—
—

847

—
—
—
—
—
—
—

—
—
—

—
10,635
14,552

—
—
—
—

—

—

—
—
—
—
—

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
—

—
—
—

—
—
—
—

—

—

—
—
—
—
—

15

135
2,446

2
—
—
—

2,583

—
—
—
—
—
—
—

—
—
—

—
692
491

—
—
—
—

—

—

—
—
—
—
—

19

454
268

—
—
81
—

803

—
—
—
—
—
—
—

—
—
—

—
5,484
3,336

—
2,727

—
2,727

—

148,914

—
—
—
—
—

387

142
—
—
—
—
—

142

—
—
—
—
—
—
—

—
—
—

—
6,148
2,702

—
13,443

—
13,443

—

—

—
—
—

80,237
80,237

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
—

—
79,957
39,020

—
—

4,768
4,768

—

—

—
—
—
—
—

2,260

8,037
15,405

36
—
—
—

23,478

—
—
—
—
—
—
—

—
—
—

—
7,400
5,858

—
10,505

—
10,505

—

727,553

162,094
189,496

—
80,237

431,827

79,401

193,729
370,417

300
65
81
—

564,592

—
3,208

—
—
—
—

3,208

123,796
325,185

448,981

—
2,524,693
1,930,595

448,289
614,937
202,436

1,265,662

—

Agriculture 
and Livestock Forestry Fishing Construction Services Other

Transportation 
and Telecom Total

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$MCh$ MCh$
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The following tables show credit risk exposure per balance sheet item, including derivatives, detailed by both geographic region and industry sector in 

December 2008.

Financial Assets

Cash and Due from Banks

Trading Securities
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Mutual fund investments
Subtotal

Securities Purchased under  Agreements to resell

Derivative Contracts for Trading Purposes
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Hedge Accounting Derivative Contracts
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Loans and Advances to Banks
Domestic banks
Foreign banks
Subtotal

Loans to Customers, Net
Commercial loans
Residential  mortgage loans
Consumer loans
Subtotal

Available for Sale Instruments
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Subtotal

Held to Maturity Instruments

465,020

304,493
281,792

—
52,471

638,756

75,519

500,235
180,343

912
323

—
—

681,813

—
—
—
—
—
—
—

260,669
—

260,669

9,235,222
2,313,607
1,890,563

13,439,392

423,681
544,871
84,815

1,053,367

—

219,983

—
—
—

508
508

—

25,121
106,174

—
—

434
—

131,729

—
27,844

—
—
—
—

27,844

—
183
183

3,072
—
—

3,072

—
—
—
—

—

Chile United States

MCh$ MCh$

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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—

—
—
—
—
—

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
27,461

27,461

62,438
—
—

62,438

—
—

18,071
18,071

—

66,220

—
—

40,579
—

40,579

—

28,254
35,086

—
—
—
—

63,340

—
—
—
—
—
—
—

—
33,679

33,679

170,613
—
—

170,613

—
—
—
—

—

751,223

304,493
281,792
40,579
52,979

679,843

75,519

553,610
321,603

912
323
434

—
876,882

—
27,844

—
—
—
—

27,844

260,669
61,323

321,992

9,471,345
2,313,607
1,890,563

13,675,515

423,681
544,871
102,886

1,071,438

—

Brazil Other Total

MCh$ MCh$ MCh$
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Financial Assets

Cash and Due from Banks

Trading Securities
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Mutual fund investments
Subtotal

Securities Purchased under  Agreements to resell

Derivative Contracts for Trading Purposes
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Hedge Accounting Derivative Contracts
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Loans and Advances to Banks
Domestic banks
Foreign banks
Subtotal

Loans to Customers, Net
Commercial loans (*)
Residential mortgage loans
Consumer loans

Available for Sale Instruments
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Subtotal

Held to Maturity Instruments

458,730

—
280,389
40,579

—
320,968

1,300

494,955
229,473

—
—
—
—

724,428

—
27,844

—
—
—
—

27,844

10,005
61,323

71,328

—
1,520

507

—
500,926

2,727
503,653

—

168,255

304,493
—
—
—

304,493

46,136

—
—
—
—
—
—
—

—
—
—
—
—
—

250,664
—

250,664

—
—
—

423,681
—

15,345
439,026

—

—

—
—
—
—
—

—

6
—
—
—
—
—
6

—
—
—
—
—
—
—

—
—
—

—
2,146,303
1,742,330

—
—
—
—

—

—

—
1,403

—
—

1,403

6,461

4,930
1,160

391
323

—
—

6,804

—
—
—
—
—
—
—

—
—
—

—
31,278
23,618

—
7,889

—
7,889

—

—

—
—
—
—
—

1,408

7,608
580

—
—
—
—

8,188

—
—
—
—
—
—
—

—
—
—

—
8,628
8,620

—
5,094

49,118
54,212

—

—

—
—
—
—
—

547

116
7,132

—
—
—
—

7,248

—
—
—
—
—
—
—

—
—
—

—
1,191
1,228

—
—
—
—

—

—

—
—
—
—
—

15,686

979
22,228

—
—
—
—

23,207

—
—
—
—
—
—
—

—
—
—

—
68
24

—
19,797
35,696

55,493

—

Financial 
Services Government

Retail 
(Individuals) Trade Manufacturing Mining

Electricity, Gas 
and Water

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$ MCh$

(*)  See commercial loans by industry sector in Note 12 (d).

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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—

—
—
—
—
—

186

1,834
4,784

456
—
—
—

7,074

—
—
—
—
—
—
—

—
—
—

—
15,088
21,966

—
—
—
—

—

—

—
—
—
—
—

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
—

—
—
—

—
—
—
—

—

—

—
—
—
—
—

39

1,884
4,632

65
—
—
—

6,581

—
—
—
—
—
—
—

—
—
—

—
—
—

—
—
—
—

—

—

—
—
—
—
—

456

834
2,395

—
—
—
—

3,229

—
—
—
—
—
—
—

—
—
—

—
8,287
5,340

—
2,985

—
2,985

—

124,238

—
—
—
—
—

77

74
—
—
—
—
—
74

—
—
—
—
—
—
—

—
—
—

—
13,280
6,403

—
—
—
—

—

—

—
—
—

52,979
52,979

159

39,995
44,991

—
—

434
—

85,420

—
—
—
—
—
—
—

—
—
—

—
78,384
71,837

—
—
—
—

—

—

—
—
—
—
—

3,064

395
4,228

—
—
—
—

4,623

—
—
—
—
—
—
—

—
—
—

—
9,580
8,690

—
8,180

—
8,180

—

751,223

304,493
281,792
40,579
52,979

679,843

75,519

553,610
321,603

912
323
434

—
876,882

—
27,844

—
—
—
—

27,844

260,669
61,323

321,992

—
2,313,607
1,890,563

423,681
544,871
102,886

1,071,438

—

Agriculture 
and Livestock Forestry Fishing Construction Services Other

Transportation 
and Telecom Total

MCh$ MCh$ MCh$ MCh$ MCh$ MCh$MCh$ MCh$
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(e) Collaterals and Other Credit Improvements

The amount and type of collaterals required depends on the counterparty’s credit risk assessment. The Bank has guidelines regarding the acceptability of 

types of collaterals and valuation parameters.

The main types of collaterals obtained are:

• For commercial loans: Residential and non-residential real estate, liens and inventory.

• For retail loans: Mortgages on residential property.

The Bank also obtains collaterals from parent companies for loans granted to their subsidiaries.

Management makes sure its collaterals are acceptable according to both external standards and internal policy guidelines and parameters.  The Bank has 

close to 153,000 collaterals assets, the majority of which consist of real estate.

The Bank also uses mitigating tactics for credit risk on derivative transactions. To date, the following mitigating tactics are used:

• Accelerating transactions and net payment using market values at the date of default of one of the parties.

• Option for both parties to terminate early any transactions with a counterparty at a given date, using market values as of the respective date.

• Margins established with time deposits by customers that close FX forwards with subsidiary Banchile Corredores de Bolsa S.A.

(f) Credit Quality by Asset Class

The Bank determines the credit quality of financial assets using internal credit ratings. The rating process is linked to the Bank’s approval and monitoring 

processes and is carried out in accordance with risk categories established by current standards.  Credit quality is continuously updated based on any 

favorable or unfavorable developments to customers or their environments, considering aspects such as commercial and payment behavior as well as 

financial information.

The Bank also conducts reviews of companies in certain industry sectors that are affected by macroeconomic or sector-specific variables. Such reviews 

allow the Bank to opportunely establish any necessary allowance loan losses that are sufficient to cover losses for potentially uncollectable loans.

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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The following table shows credit quality by asset class for balance sheet items, based on the Bank’s credit rating system, in December 2009.

Financial Assets

Cash and Due from Banks

Trading Securities
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Mutual fund investments
Subtotal

Securities Purchased under Agreements to resell

Derivative Contracts for Trading Purposes
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Hedge Accounting Derivative Contracts
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Loans and Advances to Banks
Domestic banks
Foreign banks
Subtotal

Loans to Customers, Net
Commercial loans
Residential mortgage loans
Consumer loans
Subtotal

Available for Sale Instruments
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Subtotal

Held to Maturity Instruments

—

—
—
—
—
—

—

2
1,430

—
—
—
—

1,432

—
—
—
—
—
—
—

—
—
—

136,957
—
—

136,957

—
—
—
—

—

300,368

162,094
147,447

—
—

309,541

1,239

83,919
114,687

—
—
—
—

198,606

—
1,722

—
—
—
—

1,722

110,000
21,530

131,530

32,067
—
—

32,067

448,289
284,755
69,878

802,922

—

—

—
—
—
—
—

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
—

6,195
—
—

6,195

—
—
—
—

—

8,348

—
42,049

—
—

42,049

23,352

52,519
206,120

—
—
81
—

258,720

—
1,161

—
—
—
—

1,161

13,796
72,192

85,988

2,290,427
—
—

2,290,427

—
276,064
78,876

354,940

—

—

—
—
—
—
—

15

—
1,006

—
—
—
—

1,006

—
—
—
—
—
—
—

—
—
—

418,057
68,787

135,675
622,519

—
—
—
—

—

157,880

—
—
—
—
—

12,168

25,579
15,888

259
48
—
—

41,774

—
—
—
—
—
—
—

—
228,412

228,412

2,074,847
—
—

2,074,847

—
18,071

—
18,071

—

1,797

—
—
—

80,237
80,237

—

119
—
2

—
—
—

121

—
—
—
—
—
—
—

—
—
—

324,464
2,455,906
1,794,920

4,575,290

—
—

4,768
4,768

—

259,160

—
—
—
—
—

42,627

31,591
31,286

39
17
—
—

62,933

—
325

—
—
—
—

325

—
3,051
3,051

3,446,251
—
—

3,446,251

—
36,047
48,914

84,961

—

727,553

162,094
189,496

—
80,237

431,827

79,401

193,729
370,417

300
65
81
—

564,592

—
3,208

—
—
—
—

3,208

123,796
325,185

448,981

8,729,265
2,524,693
1,930,595

13,184,553

448,289
614,937
202,436

1,265,662

—

C1A1 C2A2
Impaired 
PortfolioA3 OtherB Total

MCh$MCh$ MCh$MM$ MCh$MCh$ MCh$MCh$ MCh$
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The following table shows credit quality by asset class for balance sheet items, based on the Bank’s credit rating system, in December 2008.

Financial Assets

Cash and Due from Banks

Trading Securities
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Mutual fund investments
Subtotal

Securities Purchased under  Agreements to resell

Derivative Contracts for Trading Purposes
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Hedge Accounting Derivative Contracts
Forwards
Swaps
Call Options
Put Options
Futures
Other
Subtotal

Loans and Advances to Banks
Domestic banks
Foreign banks
Subtotal

Loans to Customers, Net
Commercial loans
Residential mortgage loans
Consumer loans
Subtotal

Available for Sale Instruments
from the Chilean Government and Central Bank of Chile
Other instruments issued in Chile
Instruments issued abroad
Subtotal

Held to Maturity Instruments

—

—
—
—
—
—

—

—
4

—
—
—
—
4

—
—
—
—
—
—
—

—
—
—

171,896
—
—

171,896

—
—
—
—

—

614,315

304,493
213,356

—
—

517,849

12,300

138,879
211,834

—
—

173
—

350,886

—
27,844

—
—
—
—

27,844

250,664
8,572

259,236

287,220
—
—

287,220

423,681
69,712
15,347

508,740

—

—

—
—
—
—
—

—

—
—
—
—
—
—
—

—
—
—
—
—
—
—

—
—
—

102,047
—
—

102,047

—
—
—
—

—

11,868

—
65,922

—
—

65,922

37,222

334,098
47,284

326
215

—
—

381,923

—
—
—
—
—
—
—

10,005
6,327

16,332

2,454,840
—
—

2,454,840

—
432,916
64,896

497,812

—

—

—
297

40,579
—

40,876

17,589

21,264
16,568

195
—
—
—

38,027

—
—
—
—
—
—
—

—
30,181

30,181

2,375,691
—
—

2,375,691

—
4,859
2,725
7,584

—

—

—
—
—

52,979
52,979

188

21,180
1,787

—
—

261
—

23,228

—
—
—
—
—
—
—

—
—
—

454,576
2,313,607
1,890,563

4,658,746

—
—
—
—

—

125,040

—
2,217

—
—

2,217

8,220

38,189
44,126

391
108

—
—

82,814

—
—
—
—
—
—
—

—
16,243

16,243

3,625,075
—
—

3,625,075

—
37,384
19,918

57,302

—

751,223

304,493
281,792
40,579
52,979

679,843

75,519

553,610
321,603

912
323
434

—
876,882

—
27,844

—
—
—
—

27,844

260,669
61,323

321,992

9,471,345
2,313,607
1,890,563

13,675,515

423,681
544,871
102,886

1,071,438

—

C1A1 C2A2 A3 OtherB Total
MCh$MCh$ MCh$MCh$ MCh$ MCh$MCh$ MCh$

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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Analysis of age of unimpaired, past-due loans by financial asset class:

Terms:

Default 1:  1 to 29 days

Default 2:  30 to 59 days

Default 3:  60 to 89 days

The value of collateral maintained by the Bank for loans individually classified as impaired as of December 31, 2009 is MCh$187,899 (MCh$104,254 in 

2008).

(g) Assets Received in Lieu of Payment

The Bank has received assets in lieu of payment totaling MCh$5,547 as of December 31, 2009 (MCh$3,915 in 2008), the majority of which are properties.  

All of these assets are managed for sale.

As of December 31, 2009:

As of December 31, 2008:

Loans and advances to banks

Commercial loans

Commercial loans

Import-export financing

Factoring transactions

Commercial lease transactions

Other loans and receivables

Residential mortgage loans

Consumer loans

Total

Loans and advances to banks

Commercial loans

Commercial loans

Import-export financing

Factoring transactions

Commercial lease transactions

Other loans and receivables

Residential mortgage loans

Consumer loans

Total

—

4,193

661

528

331

792

17

3,982

10,504

—

2,867

347

446

317

1,171

4

3,083

8,235

—

6,526

90

3,409

774

1,213

360

6,627

18,999

—

12,185

933

3,483

965

1,563

686

5,128

24,943

662

17,375

10,084

17,248

1,894

1,236

389

13,084

61,972

6,485

25,574

32,301

24,829

2,385

1,450

372

13,254

106,650

662

28,094

10,835

21,185

2,999

3,241

766

23,693

91,475

6,485

40,626

33,581

28,758

3,667

4,184

1,062

21,465

139,828

Default 3

MCh$

Default 3

MCh$

Default 2

MCh$

Default 2

MCh$

Default 1

MCh$

Default 1

MCh$

Total

MCh$

Total

MCh$
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(h) Renegotiated Assets

The following table details the book value of loans with renegotiated terms per financial asset class:

The Bank evaluates allowances loan losses in two segments: individually assessed allowances loan losses and group assessed allowances loan losses, 

which are described in more detail in note 2(l).

(i) Impairment Testing

The main tools used to test loan impairment include an analysis of whether principal or interest payments are more than 90 days past due or if the 

counterparty is experiencing any known cash flow problems, reductions in credit ratings or default of the original contractual terms. 

(j) Contingent Loans

In order to meet our customers’ financial needs, the Bank has extended several irrevocable commitments and contingent obligations. Even though 

these obligations are not recognized in the balance sheet, they involve credit risk and thus form part of the Bank’s general risk exposure.

Credit risk exposure generated by contingent obligations is disclosed in note 26.

Financial Assets

Loans and advances to banks

Domestic banks

Foreign banks

Subtotal

Loans to customers, net

Commercial loans

Residential mortgage loans

Consumer loans

Subtotal

Total renegotiated financial assets

—

—

—

12,215

9,623

112,681

134,519

134,519

—

—

—

169,642

10,908

176,795

357,345

357,345

2008

MCh$

2009

MCh$

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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(3) Market Risk:

Market Risk is referred as to the potential loss the Bank may take due to an adverse change of market factors levels (such as FX rates, equity prices, interest 

rates, etc,) or due to the scarcity of liquidity. Therefore, Market Risk for analysis purposes is separated into the following two components: Liquidity Risk 

and Price Risk.

(a) Liquidity Risk

Liquidity Risk is the risk of a potential loss due to a partial o complete absence of liquidity in the financial markets. This scarcity may occur due to a reduction of 

available funds that negatively impacts the Bank’s funding capacity, which is referred as to Funding Liquidity risk. In addition, a reduction in the secondary market 

trading volumes observed for the instruments held in our balance sheet (such as bonds, stocks, etc,) or a decrease in terms of tickets size, tenors or number of 

participants in the derivatives market may lead to Trading Liquidity risk. In any case, in both environments the Bank is exposed to be unable to raise cash for 

honoring its contractual obligations.

Liquidity Risk Measurement

The Bank primarily measures, limits, controls and reports Funding Liquidity risk. The lack of explicit measuring of Trading Liquidity risk is due to the fact that 

the Bank’s trading portfolio is mainly comprised of highly liquid debt instruments such as Central Bank bonds, Chilean government bonds and short-term 

time deposits. The Trading Liquidity of derivative instruments is limited via explicit greek limits: FX positions are control under delta FX limits; interest rate 

liquidity is controlled via DV01(the change in value of a financial instrument as a result of an increase in its valuation interest rate by 0.01%) limits and 

vega and gamma monitoring process is in place as well, Debt instruments booked in the Accrual book do not require trading liquidity restrictions since 

they are purchased as medium to long term investments, usually used for taking structural interest rate positions and/or hedging stable balances such as 

demand deposits.

Funding Liquidity is controlled and limited using several reports. The most basic in place is the C08 liquidity report, which is part of the set of reports 

requested by the regulators. The C08 liquidity report forecasts cash flow payments over the next 30 and 90 days for the main transactional balance sheet 

items (excluding capital, fixed assets, etc,); reports are separated between those that include cash flows denominated in local currency (including cash 

flows denominated in CLP and CLF) from those in foreign currencies (mainly concentrated in USD, EUR and JPY). Given that the limits requested by the 

Superintendence of Banks (“SBIF”) are linked to the size of the equity of the Bank, the liquidity is usually reported as a ratio (the ratio is computed as the 

result of dividing the expected cash flow for the tenor bucket under analysis by the amount of the equity).

The limits established by the regulator are the following:

Foreign Currency 1-30 days C08 Index < 1

All Currencies 1-30 days C08 Index < 1

All Currencies 1-90 days C08 Index < 2

As of December 31, 2009, the Adjusted C08 for foreign currency 1-30 days C08 Index is 0.22 whereas the Adjusted C08 for all currencies 1-30 days C08 

Index is 0.08.

The Bank monthly discloses its indicators according to Superintendency of Banks and Financial Institutions request. The Adjusted C08 1-30 days C08 Index 

shows conservative management of the short-term liquidity throughout 2009 and especially within the first quarter of the year. In fact, the negative value 

of the aggregate index for all currencies during the first half 2009 indicates a solid liquidity position since there were no clear signs at that time that the 

global economy was on its way to recovering from the financial crisis. Beginning the third quarter, the use increases mainly due to a greater use of USD 

funding.

As of December 31, 2009, the Adjusted C08 1-90 days C08 Index is 0.7, significantly smaller to the maximum limit.

The use of the Adjusted C08 1-90 days C08 Index throughout 2009 is more stable than in the case of 1-30 days, fluctuating between 0 and 0.7. In any 

case, this index confirms the Bank’s leeway in terms of maturity mismatches between assets and liabilities payments.
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The maturity profile of the consolidated financial liabilities of Banco de Chile and its subsidiaries is detailed below:

The loans-to-deposits ratio for 2009 and 2008 is detailed below:

Liabilities 2009

Current accounts and other demand deposits

Transactions in the course of payment

Securities sold under agreements to repurchase

Saving accounts and time deposits

Derivative instruments 

Borrowings from financial institutions

Other financial obligations

Total undiscounted financial liabilities 

(excluding derivatives with offsetting agreements)

Derivatives with offsetting agreements

Liabilities 2008

Current accounts and other demand deposits

Transactions in the course of payment

Securities sold under agreements to repurchase

Saving accounts and time deposits

Derivative instruments 

Borrowings from financial institutions

Other financial obligations

Total undiscounted financial liabilities 

(excluding derivatives with offsetting agreements)

Derivatives with offsetting agreements

3,718,076

325,056

296,594

3,325,777

352,647

201,743

592,672

8,812,565

494,410

3,007,261

479,789

406,857

3,540,935

399,189

227,101

483,410

8,544,542

712,849

—

—

11,434

1,719,186

227,119

200,894

516,183

2,674,816

827,490

—

—

12,411

1,829,311

478,134

612,409

225,172

3,157,437

1,789,922

—

—

—

2,283,694

237,107

823,789

233,963

3,578,553

3,156,726

—

—

1,390

2,511,082

96,033

570,313

267,786

3,446,604

5,807,984

—

—

—

196,260

16,361

—

561,186

773,807

5,268,798

—

—

—

630,443

3,794

83,672

601,812

1,319,721

5,887,938

—

—

—

2,093

16,193

65,836

306,911

391,033

2,333,554

—

—

—

73,152

12,397

94,367

523,665

703,581

3,216,358

—

—

—

24

—

75,964

894,639

970,627

1,262,678

—

—

—

17

—

—

1,016,427

1,016,444

1,430,938

3,718,076

325,056

308,028

7,527,034

849,427

1,368,226

3,105,554

17,201,401

13,343,656

3,007,261

479,789

420,658

8,584,940

989,547

1,587,862

3,118,272

18,188,329

18,845,989

Up to
1 month

Up to
1 month

Between 1
and 3 months

Between 1
and 3 months

Between 3
and 12 months

Between 3
and 12 months

Between 1
and 3 years

Between 1
and 3 years

Between 3
and 5 years

Between 3
and 5 years

More than
5 years

More than
5 years

Total

Total

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

2009Loans-to-Deposit Ratio 2008

Maximum

Minimum

Average

1.46

1.30

1.40

1.54

1.34

1.42

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements



20
9

C
o
ns

o
lid

at
ed

 F
in

an
ci

al
 S

ta
te

m
en

ts
p
ag

e

The Bank establishes internal limits, additional to the imposed by regulators, which aim to prevent significant funding sources concentration and, thus, ensure 

diversified funding.

The first set of metrics—one is applicable to customer liabilities denominated in local currency and the other to foreign currency denominated customer 

liabilities—limits the aggregate amount that large fund providers may invest in Banco de Chile liabilities; time deposits and instruments sold under repurchase 

agreement are considered for this metric only.  Limits are currently approved as 42% for local currency current liabilities and only 20% for foreign currency 

current liabilities.

The utilization of this limit for local currency liabilities is stable throughout 2009 and it never reached 35%. The Chilean banking industry tends reports relatively 

high values for this indicator as compared to other emerging economies, due to the naturally high saving concentration level in Chile.

The utilization of the limit for foreign currency liabilities was more volatile than for local currency liabilities, exceeding in several periods slightly the maximum 

limits of 20%. This situation was in place under Financial Committee approval, primarily due to some business opportunities and rate arbitrages.

Additionally, the Bank maintains two metrics are also established for limiting funding concentration. One of these limits the largest local currency fund provider 

on individual basis from exceeding 9% of current liabilities in that currency. The other limits the largest foreign currency fund provider on individual basis from 

exceeding 14% of current liabilities in foreign currencies. These limits operated with comfort throughout 2009, reaching a maximum of 7% the first and 11% 

the second.

(b) Price Risk

Price Risk is referred as to the potential loss the Bank may take due to an adverse change of market factors levels (such as FX rates, equity prices, interest rates, 

etc,) Market factors are usually classified into the following three groups:

1) Spot prices, such as foreign exchange rates, equity prices, commodity prices, precious metals or energy prices, etc. The Bank takes foreign exchange risk and 

is indirectly exposed to equity prices risk through its subsidiary Banchile Corredores de Bolsa S.A.

2) Interest rates inherent in debt instruments prices (usually referred as to yield-to maturity or YTM) and derivatives yield curves. This group includes debt 

instruments. This group also includes “spreads”, which are simply the mathematical difference between two interest rates or yields. These includes  a swap 

spread or arithmetic difference between the swap yield curve of a certain currency for a given tenor and the corresponding interest rate of a bullet bond 

issued by the government and/or central bank for the same tenor and currency. Likewise, a credit spread is the arithmetic difference between the interest rate 

of a bond issued by a private entity and the interest rate on a bullet bond issued by the government and/or central bank for the same tenor and currency.

3) Options volatility. This is the third type of market factor and applies to options only, whose underlying asset is one or more of the market factors classified in 

the two aforementioned groups. The most common options transactions include foreign exchange rates and/or interest rates as underlying assets. The Bank 

currently has outstanding transactions in both.

In line with this market factors classification, Price Risk is classified into three groups: (a) Spot price or commodity risk, (b) Interest rate risk and (c) Options 

volatility risk.
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The Bank would be exposed to foreign exchange rate risk or Spot Price Risk if its aggregate portfolio comprises more USD denominated assets than liabilities 

denominated in such currency. In the case that this extra amount is funded in CLP, the Bank would be exposed to the risk of the USD depreciating against the 

Chilean peso, resulting in a loss.

Likewise, the Bank would be exposed to a rise in interest rates or Interest Rate Price Risk if the repricing tenor of the assets is longer than the liabilities’. Should 

this occur, the interests paid for the liabilities would be repriced more rapidly than the interests received from the assets, resulting in a loss.

Finally, the Bank would be exposed to fluctuations in the volatility of the CLP/USD foreign exchange rate or Options Volatility Price Risk if the portfolio generates a 

vega index other than zero (vega index is the change in value of an option as a result of a positive fluctuation of the volatility by 1%). The Bank would be exposed 

to a volatility decrease if the options book generates a positive vega index, resulting in a loss.

Measuring Price Risk

Price Risk is measured utilizing various reports and is assessed separately for the Trading and Accrual books.

A standardized regulatory report (SBIF C41 report) is used for the Trading Book, which allows the Bank to measure its potential loss in the case of an adverse 

fluctuation, at a given confidence level, of the relevant market factors used for valuing these transactions. This metric is computed using tables provided by the 

SBIF, which are basically taken from the Basel Accord on standardized measurement of price risk.

For this risk, the SBIF has not established a formal individual limit, but rather an overall limit that includes Market Risk and 10% of Risk-Weighted Assets and, in 

the future the Operational risk will be also included.

Most of the Bank’s price risk during the period stemmed from interest rate positions, specifically those related to derivative transactions.  In fact, most of the 

Bank’s price risk was generated by interest rate swaps denominated in CLP and CLF. Next in line were foreign exchange rate positions and then, to a much lesser 

extent, small positions in foreign and interest rate options transactions.

In addition, the Bank established internal limits for its Trading Book regarding net foreign exchange rate positions (FX delta), interest rates sensibility limits (rho or 

DV01) and vega for options portfolios. The internal Price Risk policy call for daily stress tests for trading portfolios, including potential losses analysis versus formal 

triggers (“look forward analysis”) and actual losses within a calendar monitored against management action triggers (“look back analysis”).

The interest rate risk of the Accrual book is obtained using a standardized regulatory report (SBIF C40 report). This enables the Bank to estimate the potential 

loss if faced adverse interest rate fluctuations, with a certain level of confidence. This metric is computed using tables provided by the SBIF, for standardized 

measurement of the accrual interest rate risk. The internal limit established by the Bank for price risk for short –term in Accrual book is 25% of the net interest 

rate margin and 25% of the Bank’s capital, for the long term.

In both cases, the use of risk is very stable, reflecting the stability of the Accrual book balance sheet items and an adequate leeway for potential new opportunities 

to open interest rate gaps.

The Bank’s Market Risk policies call for stress tests to be conducted each month and the output of the exercises monitored against triggers. Trigger breaches 

require escalation to upper management.

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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The following chart illustrates the exposure of the Accrual Book to interest rate risk by maturity on an individual basis as of December 31, 2009 and 2008:

Accrual Book Interest Rate Exposure by Maturity

Assets 2009

Cash and due from banks

Transactions in the course of collection

Securities purchased under agreements to resell

Derivative instruments

Loans and advances to banks

Loans to customers, net

Available for sale instruments

Held to maturity instruments

Total Assets

Assets 2008

Cash and due from banks

Transactions in the course of collection

Securities purchased under agreements to resell

Derivative instruments

Loans and advances to banks

Loans to customers, net

Available for sale instruments

Held to maturity instruments

Total Assets

696,732

328,530

—

57,877

212,963

2,205,503

229,713

—

3,731,318

734,201

397,051

46,318

30,388

321,992

3,135,533

125,234

—

4,790,717

—

—

—

69,732

59,835

1,766,611

138,284

—

2,034,462

—

—

—

31,713

—

2,084,624

186,890

—

2,303,227

—

—

—

174,303

147,818

3,562,989

343,402

—

4,228,512

—

—

—

30,573

—

3,546,419

368,276

—

3,945,268

—

—

—

—

12,906

2,858,548

121,654

—

2,993,108

—

—

—

13,938

—

2,639,387

136,824

—

2,790,149

—

—

—

—

15,458

1,389,593

117,797

—

1,522,848

—

—

—

13,957

—

1,272,950

81,073

—

1,367,980

—

—

—

—

—

3,247,244

549,610

—

3,796,854

—

—

—

143,225

—

3,201,811

364,292

—

3,709,328

696,732

328,530

—

301,912

448,980

15,030,488

1,500,460

—

18,307,102

734,201

397,051

46,318

263,794

321,992

15,880,724

1,262,589

—

18,906,669

Up to
1 month

Up to
1 month

Between 1
and 3 months

Between 1
and 3 months

Between 3
and 12 months

Between 3
and 12 months

Between 1
and 3 years

Between 1
and 3 years

Between 3
and 5 years

Between 3
and 5 years

More than
5 years

More than
5 years

Total

Total

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$
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Liabilities 2009

Current accounts and demand deposits

Transactions in the course of payment

Securities sold under agreements to repurchase

Saving accounts and time deposits

Derivative instruments

Borrowings from financial institutions

Debt issued

Other financial obligations

Total Liabilities

Liabilities 2008

Current accounts and demand deposits

Transactions in the course of payment

Securities sold under agreements to repurchase

Saving accounts and time deposits

Derivative instruments

Borrowings from financial institutions

Debt issued

Other financial obligations

Total Liabilities

3,759,962

129,379

31,693

3,328,616

1,228

446,337

10,973

237,242

7,945,430

3,014,013

141,988

77,858

3,540,935

626

473,465

13,905

74,577

7,337,367

—

—

—

1,718,100

1,019

498,860

191,470

55,025

2,464,474

—

—

—

1,829,311

715

804,365

33,504

—

2,667,895

—

—

—

2,285,248

12,841

419,152

113,160

48,241

2,878,642

—

—

—

2,511,082

129,633

218,121

261,642

—

3,120,478

—

—

—

197,389

48,748

—

539,276

14,898

800,311

—

—

—

630,443

16,386

—

574,369

—

1,221,198

—

—

—

2,105

74,473

—

290,540

12,790

379,908

—

—

—

73,152

26,247

—

507,651

—

607,050

—

—

—

24

230,020

—

859,564

24,474

1,114,082

—

—

—

17

64,056

—

966,172

—

1,030,245

3,759,962

129,379

31,693

7,531,482

368,329

1,364,349

2,004,983

392,670

15,582,847

3,014,013

141,988

77,858

8,584,940

237,663

1,495,951

2,357,243

74,577

15,984,233

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

MCh$

Sensitivity Analysis for each Price Risk

In the Bank, the use of stress tests has been put in place in order to separately measure potential risk for the Trading and Accrual books. To do so, the Bank 

daily monitors the trend of potential losses/gains for the Trading book and their root causes—e.g., positions size changes, changes of market factors volatilities; 

uncoupling of these changes (correlations) and the current trading liquidity to close the exposure generated by these positions. This analysis is also implemented 

for the Accrual book on a monthly basis.

An updated database is maintained including the foreign exchange rates and interest rates of debt instruments and derivatives that also enable the Bank to 

maintain up-to-date records of historic volatility of market factors fluctuations and correlations between these ones.

Up to
1 month

Up to
1 month

Between 1
and 3 months

Between 1
and 3 months

Between 3
and 12 months

Between 3
and 12 months

Between 1
and 3 years

Between 1
and 3 years

Between 3
and 5 years

Between 3
and 5 years

More than
5 years

More than
5 years

Total

Total

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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(4) Capital Requirements:

In accordance with the General Banking Law, the Bank must maintain a minimum ratio of Effective Equity to Consolidated Risk-Weighted Assets of 8%, 

net of required provisions, and a minimum ratio of Basic Capital to Total Consolidated Assets of 3%, net of required provisions.  However, due to the 2008 

merger of Banco de Chile and Citibank Chile, the Superintendency of Banks and Financial Institutions, in Resolution N° 209 from December 26, 2007, 

increased the limit on the Bank’s ratio of effective equity to risk-weighted assets to 10%. In this context, the SBIF ratified the use of the 10% as minimum 

fixed in December 2001 when authorizing merge by absorption of Bank Edwards in Bank of Chile.

For this purpose, Effective Equity is determined based on Capital and Reserves or Basic Capital, adjusted by:  (a) adding subordinate bonds up to 50% of 

Basic Capital, (b) adding additional loan provisions, and (c) subtracting the asset balance of goodwill or overpayments and unconsolidated investments in 

companies.

Assets are weighted using risk categories, which are assigned a risk percentage based on the capital needed to back each asset.  There are 5 risk categories 

(0%, 10%, 20%, 60% and 100%).  For example, cash, due from banks and financial instruments issued by the Chilean Central Bank have 0% risk, which 

means, in accordance with current standards, no capital is required to back these assets.  Fixed assets have 100% risk, which means that minimum capital 

equivalent to 8% of the value of these assets is needed (10% in the case of Banco de Chile).

All derivative instruments traded off-market are taken into account to determine risk assets using conversion factors over notional values, thus calculating 

the value of the credit risk exposure (or “credit equivalent”).  For weighting purposes, “credit equivalent” also considers off-balance sheet contingent loans.
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Balance sheet assets (net of provisions)

Cash and due from banks

Transactions in the course of collection

Trading securities

Securities purchased under agreements to resell

Derivative instruments

Loans and advances to banks

Loans to customers, net

Available for sale instruments

Held to maturity instruments

Investments in other companies

Intangible assets

Fixed assets

Current tax assets

Deferred tax assets

Other assets

Subtotal

Off-balance-sheet assets

Contingent loans

Total risk-weighted assets

Basic Capital (*)

Effective Equity

727,553

526,051

431,827

79,401

567,800

448,981

12,861,911

1,265,662

—

12,606

31,885

207,795

—

82,850

217,498

1,447,233

1,392,745

1,879,548

154

224,148

128,806

79,401

449,852

327,944

11,855,716

397,656

—

12,606

28,885

207,795

—

8,285

217,498

13,938,746

862,550

14,801,296

1,297,735

1,774,448

751,223

807,625

679,843

75,519

904,726

321,992

13,432,716

1,071,438

—

13,407

32,633

214,301

—

73,251

217,768

1,473,200

7.33

12.70

318

47,744

139,565

75,519

829,707

63,324

12,384,361

253,285

—

13,407

30,299

214,301

—

7,325

217,768

14,276,923

877,033

15,153,956

6.56

11.71

Consolidated Assets

2009

Risk-Weighted Assets

2008

2009
MCh$

Amount
MCh$

2009
MCh$

Amount
MCh$

2008
MCh$

Ratio
%

2008
MCh$

Ratio
%

Levels of Basic Capital and Effective Equity as of December 31, 2009 and 2008 are as follows:

(*) Basic Capital corresponds to equity attributable to equity holders in the Statement of Consolidated Financial Position without considering adjustments due to first-time 
adoption of IFRS. See Note 4, First-time Adoption.

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements
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2008
MCh$

42. Merger Expenses:

During 2008, the following expenses were recorded as a result of the merger between Banco de Chile and Citibank Chile:

43. New Accounting Pronouncements:

Provisions for contingent loans and new risk ratings for individually evaluated debtors.

Beginning January 1, 2010, the Bank began establishing provisions for credit risks from contingent loans—related to freely available lines of credit, other loan 

commitments and other contingent loans—and applying new credit risk ratings to already existing provisions as established in chapter B-3 of the SBIF’s Compendium 

of Accounting Standards.  On December 29, 2009, regulators issued Circular N° 3,489 instructing companies to directly record the effect accumulated as of 

December 31, 2009 as a decrease in equity. The effect accumulated as of year-end 2009 amounted to Ch$15,927 million, which was charged to equity as of 

January 1, 2010.  In accordance with this circular, this amount must be adjusted in July 2010 once the final figures for fully applying the new standards are available.

In addition, the aforementioned circular instructed companies to begin to apply the new risk categories and their new provision percentages for determining the 

credit risk of individually evaluated debtors, in conformity with Chapter B-1 of the Compendium of Accounting Standards, in July 2010.  Adjustments arising from 

applying these new standards will be recognized directly against net income. For the first half of 2010, the Bank will continue to apply the transitory standards 

contained in Chapter E of the Compendium.

Staff severance indemnities and personnel bonuses

Write-off of fixed assets and intangibles assets

Computer development

Advertising

Training and other personnel expenses

Other

Total

34,962

3,374

2,020

1,559

978

1,869

44,762
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44. Subsequent Events:

In Ordinary Meeting N° BCH 2,705 on January 29, 2010, the Bank’s Board of Directors agreed to call an Ordinary Shareholders’ Meeting for March 25, 2010 to 

propose, among other matters, distributing dividend N° 198, payable with a charge to net income for the year ended December 31, 2009, corresponding to 100% 

of Banco de Chile’s net income.  This dividend will be $3.496813 per currently subscribed and paid share of Banco de Chile.

Likewise, the Board of Directors agreed to call an Extraordinary Shareholders’ Meeting for March 25, 2010, before the Ordinary Meeting, to approve a modification 

to the Bank’s by-laws to introduce a transitory article to define “distributable net income” in order to comply with the contract dated November 8, 1996 entered 

into between Banco de Chile and SM Chile S.A., in conformity with Law N° 19,396.

Between December 31, 2009 and the issuance of these consolidated financial statements, Management is not aware of any other significant subsequent events 

that affect or could affect the consolidated financial statements of the Bank and its subsidiaries.

Héctor Hernández G.

General Accounting Manager

Fernando Cañas B.

Chief Executive Officer

Banco de Chile and Subsidiaries
As of December 31, 2009 and 2008
(Translation of financial statements originally issued in Spanish)
(Expressed in million of Chilean pesos)

Notes to the Consolidated Financial Statements






