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OVERVIEW 
Chile first adopted a social security system in the 1920s, which by the 1970s was in need of 
reform given poor management of workers’ funds and a lack of consistency in coverage. The 
Chilean private pension system was created in May 1981, when Decree Law (“DL”) 3,500 of 13 
November 1980 (the "Pension Law") was implemented to replace the prior social security 
system.  This Decree Law was modified by DL 20.255, which was promulgated in March 2008. 
 
Chile’s private pension funds are managed by five management companies called 
“Administradoras de Fondos de Pensiones”, or “AFPs”.  The five AFPs are AFP Capital (created 
by the merger of AFP Bansander with AFP Santa Maria – following the sale of Bansander to ING 
in 2007); Cuprum (Penta group); Habitat (Camera Chilena de la Construccion and Citigroup) 
Planvital (Banco dell Suizzera Italiana); and Provida (BBVA).  The biggest of these AFPs is BBVA 
Provida.  
 
The “Superintendencia de Administradoras de Fondos de Pensiones” (SAFP) is the controlling 
organ which represents the State in the Chilean pension system.  It is an autonomous entity 
whose head is the Superintendent (appointed by the President of the Republic).  Currently 
Solange Berstein holds the position of Superintendent. The role of SAFP is to control and 
supervise the AFPs and the “Administradora de Fondos de Cesantía” (AFC) (who collects, 
invests, and pays the benefits of unemployment insurance). 
 
By law permanently employed affiliates are required to contribute 10% of their salary to their 
AFPs.  The top cap was increased at the end of 2009 to 64.7UFF

                                         

1 per month, around US$2,760. 
Solange Berstein has indicated that this cap will keep increasing in line with the INE2 Salary 
Index so as to be more in line with market rates.    Affiliates who are temporarily unemployed 
are not required to pay in and the 35% of Chileans who are self-employed have to date not 
been obliged to contribute, however, following the introduction of DL 20.255 they will now be 
required to do so.  
 
Following record losses in 2008 as a result of the unprecedented financial crisis, the AFPs 
recovered in 2009 to record one of their best returns since their inception in 1981.  The AFPs 
closed the year with 25.21% profitability as compared to the 21.97% loss recorded in 2008.  
The AFPs returned to the values held at the end of 2007 (when the funds reached their historic 
maximum of US$ 116.5 billion).  This increase was due both as a result of an increase in the 
profitability of the funds invested in, as well as representing the US$ 300 million which workers 
pay into the AFPs on a monthly basis. 

OPPORTUNITIES 
The pension fund administrators (“AFPs”) manage US$118.053 billion3 in assets (as at 
December 2009), of which 60% is allowed to be invested in foreign instruments.  This amount 
will increase to 80% under broader pension reforms. An opportunity exists to sell funds 
domiciled and managed in the UK to AFPs as a result of this increase, as well as to capture the 
amounts currently being invested abroad.  Currently only 9.4% of the money invested abroad 
goes to Europe, with North America capturing 23.6% of the US$51.765 billion invested in 2009.  
The total invested currently represents 43.8% of the amount invested by AFPs, well below the 
current limit.  
 
In order to be able to sell products to the AFPs two factors need to be taken into consideration.  
First, it is must be noted that Chile is a country where personal relationships are highly valued.  

 
1 UF = Unidad de Formento, Chilean inflation linked unit of account.   
2 The INE is the Chilean National Institute of Statistics 
3 Dollar rate here and throughout document at 31 December 2009 ($506.43) 
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Relationships with the AFPs need to be worked at and developed and this cannot be 
understated.  Second, the AFPs tend to follow each other’s lead – where one goes the others 
usually follow – this presents both an opportunity and a challenge for UK companies.  
 
Under DL 3.500 commissions and charges arising from investment through portfolio 
management companies were charged to the AFP, whilst commissions and charges arising from 
investment in mutual and investment funds were charged to the pension fund.  As a result, the 
AFPs preferred to invest in the latter, given that it was more profitable for them.   This 
distinction has been abolished with D.L. 20.255 and commissions and charges arising from 
portfolio management companies will now also be charged to the pension fund, rather than the 
administrator of said fund.  An opportunity therefore arises for foreign portfolio management 
companies to enter the Chilean pension market.  
 
As part of the Pension Reform, every 24 months the SAFP will tender for the administration of 
the accounts of new entrants.  This measure is intended to bring commissions down, with the 
entity offering the lowest commission winning the process. The tender documents for the last 
bid were published in November 2009 and offerors have until the 22nd January to present their 
offers.  AFPs are competing for around US$19 million in monthly payments, corresponding to 
around 600 thousand new members.  Whilst the average income of new entrants is less than 
$200,000 (US$394), for the largest AFP this would represent a 16% increase in their portfolio of 
customers and for the smallest an increase of 149%.  If successful the AFP has to extend the 
same commission to its entire portfolio of clients, not just those acquired through the tender 
process. 
 
UKTI publishes international business opportunities gathered by our network of British 
Embassies, High Commissions and Consulates worldwide. These opportunities appear in the 
Opportunities portlet on the relevant sector and country pages on the UKTI website. By setting 
up a profile you can be alerted by email when relevant new opportunities are published. New or 
updated alert profiles can be set in My Account on the website. 

CHARACTERISTICS OF MARKET 
Of the total amount managed in 2009, 48.6% was invested in variable income (see below for 
variable income limits for each of the 5 types of fund).  The system allows for overshooting as a 
result of capital gains (rather than as a result of new purchases).  
 
The AFPs have the ability to invest 60% of their funds in foreign instruments; at 31 December 
2009 they had US$51.765 billion invested.  This represented 43.8% of their total portfolio 
(32.4% in variable foreign income and 11.4% in fixed foreign income) and compares with 2008 
when they had just US$25.694 billion invested in such foreign instruments, representing 28.5% 
of the total value of assets managed.  North America is the main country for foreign 
investments (with 23.6% of the total) followed by Emerging Markets in Asia (22.5%) and Latin 
America (21.4%).  Europe represents only 9.4% of the total amount. 
 
Bases of the system: 

 Individual capitalisation: Each affiliate has an individual account where they deposit 
their contributions, which are then capitalised.  The affiliate then gets the profit 
from the investments that the AFPs make with the resources of the pension funds.  
The amount of the pension received is directly proportional to the amount of the 
affiliate’s savings. 

 Privately administered: The system is administered by private entities, the AFPs. 

 Free choice as to AFP: The worker can choose which AFP to join and can freely 
change AFP. 
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 Role of the State: The State guarantees the financing of certain benefits, regulates 
the system, and controls compliance with relevant regulation. 

 Different types of Fund: Affiliates have a free choice of 5 types of fund (types A, B, 
C, D, and E), with limited exceptions (e.g. older affiliates are prevented from opting 
for Fund Type A).  Each type of fund has a different set of limits in terms of the 
instruments in which it can invest.  Fund A is the Fund with the most risk as it has 
the most flexibility in terms of investment, E is the lowest in terms of risk as the mix 
of fixed and variable income instruments is the most restricted.  

 Limits on Equity Investments: 

 Fund A  Maximum 80% Minimum 40% 

 Fund B   Maximum 60% Minimum 25% 

 Fund C   Maximum 40% Minimum 15% 

 Fund D   Maximum 20% Minimum 5% 

 Fund E   Maximum 0% Minimum 0% 

Reforms: 
 
The Marcel Commission – a commission of 14 members led by the former budget director Mario 
Marcel - was appointed by the President Michelle Bachelet to overhaul the pension system.  The 
Bachelet government then passed on the Marcel Commission’s recommendations and some 
reform proposals of its own to Congress.  Congress approved the new pension law (DL 10.255) 
and it was promulgated by President Bachelet on 11 March 2008. 
 
The key reforms include: 

 
- Guaranteeing a minimum pension be paid to the poorest retirees by the 

government (Basic Solidarity Pension, “PBS”). The PBS is initially aimed at the 
poorest 40% of the population, the goal being to eventually cover the poorest 60% 
of the population.  The PBS started to run from 1 July 2008 with a value of $60,000 
per month (approx. US$118), rising to $75,000 (approx. US$148) on 1 July 2009, 
when it will cover the poorest 45% of the population.  The PBS will be State 
funded. 

 
- Requiring self-employed workers (more than a third of the workforce) to make 

regular pension fund payments.  This measure will be introduced gradually.  During 
the first three years of the law being in effect (from 1 October 2008), there will be 
an active process of education.  During the fourth, fifth and sixth years the 
obligation will be to make contributions over 40%, 70%, and 100% (respectively) 
of taxable salary.  

 
- Increase the limits in force to allow AFPs to invest more of their assets in foreign 

equities, up to a maximum of 80%. On 21 May 2007, President Michelle Bachelet 
announced a Bill (later approved by Congress) to increase the AFP investment limit 
for foreign investment to 45%, ahead of the increase to 80% under the broader 
reforms.  Starting July 2007, the upper limit was gradually increased to 45%.  
During the first year of the new DL being in effect (1 October 2008 to 1 October 
2009) the limit was increased to 60%.  The remaining 20% increase will occur in 
2010. 
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- Improving women's pensions. Twelve social security contributions based on the 
minimum salary will be paid for every live birth, and homemakers will receive the 
PBS. 

 
- Under the old Decree Law 3.500 all changes to limits and regulations were 

embedded in the D.L. and could therefore only be changed by Congress.  The new 
DL 20.255 has created a new framework, creating an Investment Regime 
(“Regimen de Inversiones”) and a Technical Investment Council (“Consejo Tecnico 
de Inversiones”).  From the 1 October 2008, changes to limits (with the exception 
of 5 “super” limits, which will remain in the D.L. including the foreign investment 
limit) and regulations can be made by the SAFP (if agreed to by the Finance 
Ministry), without having to refer to Congress.  This means that changes can occur 
more quickly, introducing more flexibility in the system.  The Technical Investment 
Council will be made up of 5 people: 2 people nominated by the executive; 1 
person designated by the Central Bank’s Council; and 2 people designated by the 
AFPs.  The role of the Council is to propose changes to the SAFP, to advise on 
changes to regulations, and to permanently advise the SAFP on investment 
matters. 

 
 
The reforms in context:  
The government has been putting pressure on the AFPs to increase return on investment and 
to keep administration costs down. The AFPs response to the government’s demand to increase 
return on investment has been to request an increase in the foreign investment limit in order to 
give them more flexibility and a greater ability to increase returns.  Obviously, the pressure to 
increase returns offers UK based fund managers an opportunity to pitch to the AFPs.  
 
The key web-sites to refer to in this area are: 
 

Superintendence of AFPs:  www.safp.cl 
AFP Cuprum:   www.cuprum.cl 
AFP Habitat:   www.afphabitat.cl 
AFP Planvital   www.planvital.cl 
AFP Provida    www.bbvaprovida.cl 
AFP Bansander   www.bansanderafp.cl   
AFP Santa Maria   www.stamaria.cl 

 

KEY METHODS OF DOING BUSINESS 
Other background information on doing business in Chile can be found on UKTI’s website. 
Simply go to the Chile country page where you will find information on: 
 

• Economic background and geography 
• Customs & regulations 
• Selling & communications 
• Contacts & setting up 
• Visiting and social hints and tips 

MORE DETAILED SECTOR REPORTS 
Research is critical when considering new markets. UKTI provides market research services 
which can help UK companies doing business overseas including:  
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• Overseas Market Introduction Service (OMIS). Bespoke research into potential 
markets, and support during your visits overseas 

 
• Export Marketing Research Scheme. In-depth and subsidised service administered 

by the British chambers of Commerce on behalf of UKTI  
 
Contact your local International Trade Advisor if you are interested in accessing these services, 
or for general advice on developing your export strategy. 

EVENTS 
 
UK Trade & Investment’s Tradeshow Access Programme (TAP) can help eligible UK businesses 
take part in overseas exhibitions. Attendance at TAP events offers significant benefits: 
 

• possibilities for business opportunities both at the show and in the future  
• a chance to assess new markets and develop useful contacts  
• grants are available if you meet the criteria  
• UKTI staff overseas will be available to assist delegates 

 
 
Details of TAP events can be found in the Events portlet. 
 
Other Market Visit Support may be available via your local International Trade Advisor. 

CONTACT LISTS 
Commercial Section 
British Embassy Santiago, Chile  
Email: Claire.Rason@fco.gov.uk  
 
UKTI’s International Trade Advisers can provide you with essential and impartial advice on 
all aspects of international trade. Every UK region also has dedicated sector specialists who can 
provide advice tailored to your industry. You can trace your nearest advisor by entering your 
postcode into the Local Office Database on the homepage of our website. 
 
For new and inexperienced exporters, our Passport to Export process will take you through the 
mechanics of exporting. An International Trade Adviser will provide professional advice on a 
range of services, including financial subsidies, export documentation, contacts in overseas 
markets, overseas visits, translating marketing material, e-commerce, subsidised export training 
and market research. 

http://www.uktradeinvest.gov.uk/ukti/market_entry
mailto:Duncan.Hill@fco.gov.uk
http://uktilocaloffice.thedriveris.com/

	OVERVIEW
	OPPORTUNITIES
	CHARACTERISTICS OF MARKET
	KEY METHODS OF DOING BUSINESS
	MORE DETAILED SECTOR REPORTS
	EVENTS
	CONTACT LISTS

