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Electronic check-book and current account 

BancoEstado’s electronic check-books increased 3.3% 

in 2010, reaching about 800 thousand customers. 

Likewise, the number of accounts grew by 7.2% 

compared to 2009. BancoEstado is ranked in the fourth 

place in this matter.

Credit Cards

As per the rapid, convenient and safe conditions 

offered by BancoEstado’s credit cards, they represent 

an increasingly used method. In 2010, the bank 

maintained its leadership in customer growth with 

this product. The 31% increase as per 2009, ranked 

the Bank at the fourth place in number of cards, 

with 10.2% market share. 

An important milestone during the period was the 

launching of the new credit card “Chilean”, aiming 

at low incomes people, which has the particularity 

to let the customer to define the amount of monthly 

payments. 

Insurance 

BancoEstado act as broker in life and general 

insurances that meet the needs of large segments 

of the population. At the end of 2010, it was ranked 

third in bank brokerage with over 4.5 billion of 

valid insurances, corresponding to approximately 2 

million customers, 8.9% more than in 2009. Lower 

income segments are relevant for their insurance 

portfolio, as it represents as well a contribution to 

the country’s bankarization.

This dissemination of insurances was possible by 

the strategic partnership of the bank and MetLife. 

In May 2010, that company  paid $ 58 million 

corresponding to the last liability of its share in that 

subsidiary. 

At the end of 2010, BancoEstado had over 

USD$213.7 million in  brokered premiums. 42.3% of 

the insurances (1.9 million) is  associated with home 

loans. The portfolio of this subsidiary accounts for 

484,000 mortgage loans, and 99.8% of them have 

fire and earthquake insurance, which has helped 

alleviate the situation of customers affected by the 

earthquake and tsunami. 

Because of this phenomenon the bank received 

43,666 claims in buildings. 99% has already been 

liquidated and 33,715 payments have been released, 

totalling US$135.4 million. The management of such 

insurance – which is complex within this industry 

because of the number of claims - was addressed 

by a special work program, which speeded up the 

reception of claims. They received the equivalent to 

6 years of operations under normal circumstances 

and included branches, call centres and internet 

assistance.

The monthly survey of quality of service levels for 

internal and final customers showed a significant 

improvement in satisfaction rates, averaging 61% 

of evaluations with results between 6 and 7 during 

the year. This, despite the considerable increase in 

requests for payments, due to the earthquake. 

Mortgage loans related
Others
Source: BancoEstado. 

VALID INSURANCE POLICIES
(thousands)

· Widespreanding of insurances, with more than 	
 4.5 million valid insurances covering families 
 and  companies.	
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BANCOESTADO’S MARKET 
SHARE IN DEBIT CARDS
(December 2010)

*10.6 millions of active cards
Source: Transbank.

Rest of the 
System

14%

BancoEstado * 30%

Bank 2 19%

Bank 3 15%

Bank 1 22%

· BancoEstado leads bank credit cards, thanks to the fast growth of CuentaRut; 	
  which increased in more than 1.6 millions in 2008 - 2010. 
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Microenterprise Work includes the assistance or 

funding self-employed customers or business 

owners that employ up to 10 workers (including 

the owner or manager)(1) and develop productive 

activities, trade or service related, with a turnover 

under 2,400 UF per year.

The microenterprise sector is considered “key” 

to the country and to BancoEstado, given the 

social and economic impact generated by a sound 

management of business entrepreneurs, benefiting 

more than 2 million people in the bankarizing  

process. Funding access for microentrepreneurs 

is a key lever to improve their competitiveness 

and enable them to improve their living standard 

with tools allowing housing, study and insurance 

funding, among other financial services specifically 

designed for this sector. 

During the period, the bank increased its loans 

under a controlled risk and put special emphasis on 

offering its customers the possibility of using State 

guarantees. 

Thus, BancoEstado consolidated its  historical 

leadership at a national level in terms of 

microenterprise assistance, confirming the above 

with the achievement of 400 thousand customers 

in October. In addition, during that period, 

MICROENTERPRISE BANKING 

BancoEstado recorded a 10.6% real growth in 

loans, which amounted US$1.1 million.

The complex scenario developed after the 

earthquake on February 27 involved adapting 

plans to face the emergency. Coordination with 

other agencies, including the State Development 

Network, the Development Corporation (CORFO) 

and the Ministry of Agriculture, was critical and 

meant significant support to microentrepreneurs.

Part of the work during that period was also 

to maintain good results and achieve the goals 

set in early 2010. This required the innovative 

development of alternative models to reach our 

customers. The success in this area is also explained 

by the permanent presence of officers in the field, 

a way of working that since 1996 has become the 

hallmark of the subsidiary and has allowed to know 

firsthand the difficulties, demands and needs of 

thousands entrepreneurs.

As in earlier periods, the subsidiary BancoEstado 

Microenterprise received important awards and 

recognitions for its management and the impact of 

their activities on social promotion.

MICRORENTERPRISE 
CUSTOMERS AND LENDING
(US$ million and thousand customers)

   Loans (Millions - December 2010)
   Nº of Clients (thousands)
Source: BancoEstado. 

· In 2010 BancoEstado strongly supported smaller 	
  enterprises, incorporation of over 45 thousand new 	
  microentrepreneur customers. 
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that was successfully launched on the 
local market. Investment in facilities 
and equipment for the development 
of this application was possible with 
a bank loan as well.

This innovative microentrepreneur 
explains that “this work represents 
intellectual talent, working labour 
development  and savings to our 
customers as per the high cost of 
original products.” He adds that 
“empty toners so far ended in thrash 
and refilling them is important for a 
city like Valdivia, which is specially 
sensitive about the need to protect 
the environment. Thus, BancoEstado’s 
support has been crucial,  and the 
Muhammad Yunus prize is a big boost 
for this initiative. “

Recycling, natural resources and 
renewable energy are in the sights of 
other projects that Cristian Lara hopes 
to develop someday “It’s important to 
work on something of interest,  more 
than making money, I want to make 
my dreams come true.”

The Entrepreneurship Prize Muhammad 
Yunus, created by BancoEstado five 
years ago to recognize the efforts 
of  Chilean entrepreneurs awarded 
in 2010 Mr. Crisitán Lara Martínez  in 
the Innovation category. Mr. Lara 
developed , an innovative initiative 
which contributes to economic 
activity, employment generation and 
environmental stewardship of his city, 
Valdivia.

Until recent years Christian Lara 
worked as a telephone company clerk, 
but he dreamed of a more motivating 
alternative related to his computer 
studies. Thus,  he opened a toner refill 
shop in 2005. A loan from BancoEstado 
and the support of his account 
manager in Valdivia’s Branch allowed 
him to move to a better location. 

Good business results and his concern 
on recycling were the starting point 
of a micro-enterprise process that 
culminated today with the creation of 
an alternative product: Lord Print, a 
trademark for a remanufactured toner 

A microentrepreneur with 
an innovative spirit

  (1) Definition of enterprise size as per Chilean production development systim.
The details on the winners of the Entrepreneur Award Muhammad 
Yunus in 2010 is in www.corporativo.bancoestado.cl 

Cristián Lara
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Small Business Banking 
This specialized banking holds 65 platforms 

deployed along the country, with 160 accounts 

managers whose mission is to assist and serve 

customers, which are companies with annual sales 

between UF 2,400 and UF 40,000. In 2010, small 

companies’ market share was around 15%.

The management challenge in 2010 was ensuring 

loyalty in most of customers who - in 2009 -  

requested the support of counter-cyclic policies 

developed by BancoEstado. The challenge for next 

year will be expanding the number of customers.

Closeness in the relationship of small business 

with the bank has been key to achieve the above. 

BancoEstado’s account manager is present in the 

field, knows the actual status of the businessman, 

its facilities and the business cycle. Thus, he can 

timely react and be proactive in meeting his/her 

requirements. 

Agriculture is important for this bank, which has 

developed financing tools, lending policies and 

business knowledge in order to address their 

needs with a high competitiveness. 

Educational institutions, public and private 

schools are also a very important segment. This 

item reached a 5.9% loan growth during 2010. 

Likewise, trade and services are areas that 

BancoEstado Small Business considers priority. 

BancoEstado reacted immediately after the 

earthquake and addressed the situation of 

customers affected by the emergency, giving the 

necessary clearance to recover their production 

units and reschedule commitments agreed with 

the bank. 

SMALL BUSINESS LOANS
(U.S.$ million)

· During the last decade, BancoEstado was 	
  permanently supporting entrepreneurship and 	
  development of smaller business. 

Loans (Billions - December 2010)
Source: BancoEstado.
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The four-floor building of the 
Subsidized/Private School Villa El 
Sol rises imposingly at El Morro and 
Alejandro Guzman, municipality of 
El Bosque, in the south of Santiago. 
BancoEstado loan support made 
possible its construction in 2009, in a 
period of international financial crisis.

“We needed to grow and adjust to 
the requirements of full day school,” 
recalls the school holder, the teacher 
Eliana Obregon Briones. “Thus, with 
our own contributions and the promise 
of funding from another bank, the 
works started in early 2009. However, 
the lending process took too long 
so, as we were urged, we chose the 
alternative of BancoEstado, which was 
our salvation. “

Obregon said that BancoEstado 
“understood our situation, positively 
evaluated the project and we soon got 
the support that allowed us to take 
it forward and even build an annex 
facility for our preschool area.” 

The Villa El Sol School was created in 
1983. By that time, it counted only 

Support in times of crisis 

on 57 students, and courses were 
from first through fourth grade. 
Today the school has 1,357 students 
from kindergarten up to 12th grade. 
Its track record, the good results 
achieved in the SIMCE test and the 
strong positioning achieved in the 
municipality of El Bosque indicate 
that it is consolidated educational 
project. 

Meanwhile, the relationship with 
BancoEstado became deepen. “We 
are very pleased by the support and 
interest of their accounts managers in 
our management and projects,” said 
Eliana Obregon. 

In 2010 another school of scientific and 
humanistic education for 650 students 
in the municipality of Isla de Maipo 
was developed. That project required 
a US$1.2 million leaseback operation 
which is currently under process.   And 
by the year 2012 another institution is 
being planned, now in the V region, 
plus a gym to continue with the 
implementation of the Head school. 
Those projects count as well on 
BancoEstado’s support.

Eliana Obregón
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The Guarantee Fund for Small Businesses (FOGAPE) managed by BancoEstado and supervised 
by the SBIF, continues playing a useful role in supporting entrepreneurship and sustaining the 
payment chain of different-sized companies. 

This mechanism, which in 2010 has marked 30 years, is crucial for small business, because 
it facilitates access to financial markets in terms and amounts. The FOGAPE is the most used 
system of guarantees by SMEs, and in Latin America has become the main reference on the 
subject. 

During the first 9 months of the year, management had a 50% discount on fees for the use of 
the guarantee paid by SMEs. To sustain the Fund in the long term, in September we proceeded 
to normalized prices.

A tender of FOGAPE guarantees for UF $52 million  was planned for 2010, but after the 
earthquake in February it rose to UF 54 million, equivalent to US$2,300 million. The bidding 
reached a historical participation of 30 institutions, including banks and subsidiaries, savings 
and credit unions and mutual guarantee institutions (IGR).

In 2010 the Fund undertook a historic amount of over 78 000 transactions, exceeding the 
record of 2009, with 52,500 guarantees, and 2005, with 34,500 operations. Likewise, it 
placed a new record in the amount of secured financing, for approximately USD$2,900 million, 
77% over previous year’s results.

FOGAPE: 30 years servicing small 
business

BancoEstado’s  wholesale banking portfolio consists 

of Medium and Large business, corporate and 

institutional banking.

Medium Business Banking 
This bank assist companies with annual sales 

between UF 40,000 and UF 300,000. During 

2010, its management was focused in continuing 

with the market penetration plan, which showed 

a 12% increase in the number of customers and a 

2% real in loans.

Commercial activity during that period was 

particularly focused on credit support to companies 

affected by the international financial crisis of 2009 

and the earthquake. To help clients who suffered 

damage in its facilities, the medium business bank 

implemented the rescheduling of its loans, giving 

them the time necessary to return to their activity 

and resume the payment of its liabilities.

This bank was present as well in the financing of 

infrastructure in the field of education, tourism and 

health; in operational support and equipment in 

trade, agribusiness, transport, mining contractors 

and forestry sectors.

Likewise, the execution of agreements for the 

payment of remunerations and suppliers with 

the clients of this bank has helped to deepen the 

business relationship with them and extend the 

range of services BancoEstado provides to their 

dependents and contractors.

Corporate, large companies and 
institutions
The market for this area includes three sub-sectors 

of customers: large companies (annual sales 

between UF 300,000 and UF 1,500,000); corporate 

companies (annual sales over UF 1,500,000), and 

institutional banking.

In the case of large companies, BancoEstado’s 

management in 2010 aimed at achieving a 

closer relationship, providing advice, support and 

commitment. Business management resulted in an 

18% real increase in loans and 12% for clients.

With corporate companies, the bank’s management 

sought to deepen the relationship with customers 

through crossed products and banks, in order to 

maintain the market penetration achieved in the 

previous period.

In this segment, during 2010 the bank was part in 

15 transactions relevant to the local banking industry 

(syndicated and bilateral bank loans), reaching a 

credit exposure of US$1,062 million, which is 23% 

of the total.

These results and the countercyclical work in 2009 

contributed to consolidate the vision of BancoEstado 

as an efficient, timely and reliable alternative both 

in normal and crisis times and a major financial 

institution that supports all the companies in their 

operations, projects and investments.

Transaction services

The increasing trend of transaction services 

continued during 2010. The number of agreements 

increased by 9% as per 2009, reaching nearly 4,000, 

with a total of 1,570,000 workers benefited, which 

is 11% more than in 2009.

More than 2,249,000 people receive their monthly 

wages, pensions and annual tax returns through 

BancoEstado. In that operation, the return credited 

to BancoEstado accounts increased to 58% of the 

total, under the agreement with the Treasury of 

the Republic. 1,165,000 families received a family 

bonus through the bank and 180,000 payments of 

emergency scholarships from the National Board 

of Student Aid and Scholarships (JUNAEB) were 

released as well.

During 2010, BancoEstado signed important 

agreements to pay wages and provide banking 

services to businesses, municipalities and other 

institutions such as the Military Work Service. This 

institution agreed with the bank the payment of 

honoraria to civilians hired to clean and rebuild the 

areas affected by the earthquake.

60 61

Number of credits 

guaranteed by the Fund	 24,080	 52,510		  78,716	 50%

Total amount of secured 

loans per year (UF)	 12,286,252	 37,832,395		  66,944,889	 77%

Number of enterprises 

guaranteed by the Fund	 38,133	 48,240		  66,129	 37%

Number of IFIS 

participating in tenders	 19	 26		  30	 15%

Milestone	 2008	 2009		  2010 	 Variation % 

					     2009-2010

FOGAPE: TOTAL LOANS AND SECURED FINANCING 

WHOLESALE BANKING

“FOGAPE Guarantees granted per year”
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BancoEstado shows the highest coverage of all 

banking institutions in the country, consolidating its 

leadership in this subject, offering financial services to 

the largest number of Chileans. It is present in every 

district of the country (346), except in the Antarctica, 

covering low-income and isolated communities. 

Likewise, in 76 communes of Chile, accounting 

for 2 million people, BancoEstado is the only bank 

having a branch or auxiliary branch. Additionally, 

BancoEstado is also present with its CajaVecina points 

in 122 communes that have no branches, with a total 

population of more than one million people. 

During 2010, the bank’s multi-channel service 

network continued growing. At the end of this year, 

BancoEstado has a network of 344 branches, 1,812 

ATMs of its own -supplemented by 6,141 private 

ATMs (Redbanc)  along Chile - 918 instant balance 

machines, and 265 deposit boxes located in different 

branches, plus 84 ServiEstado branches.

4,564 CajaVecina points must be added to this 

network, as a channel whose presence grew 37% 

during 2010. Remote assistance provided through 

the Lota Call Center and the Internet banking 

platform increased as well.

In all these servicing channels, the relationship 

with customers is based on the personal assistance 

principle, both in person or remotely, and it will be 

Source: BancoEstado.

· BancoEstado has the largest servicing 	
  points network along the country.

Claudio Rozas Concha is the operator of 
the CajaVecina number 4000, launched 
by BancoEstado in November 2010. He 
was “born and raised in Quintay” and 
he was a fisherman like his father until, 
disappointed by the low expectations 
of this activity, he decided a decade ago 
to retire, in order to stay with his wife, 
Teresa del Carmen Otazo, working in 
“Claudito”, a mini-market that both 
have started two years before in this 
beautiful cove beach in the Region of 
Valparaiso.

They are long standing customers 
of BancoEstado. some years ago 
they requested huge bank loans to 
buy a fishing boat and expand their 

64 65

Channel		  2010

BancoEstado subsidiaries		  344

ServiEstado branches		  84

CajaVecina servicing points		  4,564

Lota Contact Center units		  220

ATMs (cash dispensers)		  1,812

Deposit boxes		  265

Instant balance machines		  918

BANCOESTADO NATIONAL COVERAGE

increasingly incorporating advice services wherever 

feasible, aiming at a higher quality of attention. 

The goal is to massively support clients in their daily 

lives and in their financial transactions, through 

BancoEstado’s payment methods.

The value proposition lies in accessible and simple 

products and services. The core of the offer is self-

service, through Internet, ATMs and cell phones, and 

remote assistance through CajaVecina points, the call 

center and ServiEstado branches. On-site attention 

is focused on products and opening hours specially 

defined as per the target group, using sales teams 

and express sales modules.

CajaVecina
At the end of the period, BancoEstado counts 

on 4,564 CajaVecina points located at stores and 

small shops in neighborhoods and towns lacking 

financial services due to distance, connectivity, 

access difficulties or to the low incomes of their 

inhabitants.

In order facilitate financial services to people living 

in those locations, BancoEstado signed a strategic 

alliance with the Fondo de Desarrollo Tecnológico 

(Technology Development Fund), to install an 

electronic device in these places which is connected 

to the bank.

Any client may perform basic operations such as 

drafts, deposits, transfers and loan payments, using 

CajaVecina, under the slogan “your neighborhood 

bank”.

· CajaVecina & CuentaRUT drive 	
  bankarization: extension of service 	
  coverage and greater demand.

     Source: BancoEstado.
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business premises. The relationship 
is now consolidated thanks to the 
incorporation of a CajaVecina, which 
serves the local community and a lot 
of visitors who, especially in summer 
time, disrupt this coastal town’s life. 
The existence of this bank service 
point ended with the forced trips to 
Valparaiso the residents had do several 
times in a month in some cases, to make 
their bank transactions and paperwork, 
with the consequent waste of time and 
money for food and bus tickets or fuel 
for their vehicles.

“The trip was expensive for us and 
we used to spend at least half a day 
in bank transactions and in companies 

we had to visit,” said Claudio Rozas. 
“Now people can do their deposits 
and withdrawals right from here, use 
their CuentaRUT, pay dividends and 
water, electricity, cable TV, telephone, 
and freeways bills; they can pay 
installments for air ticket purchases 
and even the ones of a cemetery” .

He says that CajaVecina has improved 
the living standard of all the inhabitants 
of Quintay. “For us, as owners of a 
mini-market, this meant an increase in 
number of customers who, along with 
doing their transactions, they increase 
the demand for the products we sell 
here. So, in the end, we all have been 
benefited”.

A place that benefits all

Claudio Rozas
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ServiEstado
ServiEstado has been created in 2004 to offer a 

new model of attention, expanding BancoEstado’s 

service, and focusing on current account 

transactions, savings and payments of loans and 

taxes. During 2010, 26 million transactions have 

been performed in the 84 ServiEstado service points 

along the country. Transactions through this channel 

increased 25.3% in 2010, compared to 2009, and 

the number of branches raised from 79 to 84.

More electronic transactions
During 2010, the number of automated transactions 

of BancoEstado increased 37% over the previous 

year. At the same time, these transactions accounted 

66 67
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INTERNET CUSTOMERS
(Thousands)

· Most of BancoEstado’s Customers of BancoEstado use Internet for banking 	
  operations.
· Transactions performed by BancoEstado’s customers on the Internet have grown 	
  exponentially in recent years; in 2010 only, they increased 94%, reaching over 141 	
  million in that year.
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   Number  of transactions.       
   % over total transactions.
 

· The automation of transactions has been crucial for 	
  widespreading BancoEstado’s services, as per the 	
  reduction of operating costs.
· Automated transactions increased by over 37% in 2010, 	
  representing 89% of the bank’s transactions.

for 89% of the bank’s total in this period. This 

increase is essential in order to reduce operating 

costs and widespread financial services.

In the use of Internet, BancoEstado is a leader 

among Chilean banking institutions, with over 1 

million customers in late 2010 operating through 

this channel (www.bancoestado.cl). During the 

year, the number of customers increased 46%, 

incorporating 322,000 new customers.

Nearly one in three customers (30%) in the banking 

sector which operates on Internet uses the bank’s 

platform. In 2010, customers of BancoEstado made 

about 141 million transactions on the Internet.

During this period, a mobile portal to be used with 

cell phone with Internet connection (m.bancoestado.

cl) has been issued, ranking BancoEstado amongst 

the most innovative banks in the sector.

Proportionally, the bank’s customers make more 

electronic transactions than the rest of the system: 

15% versus 13%, respectively.

Modernization, continuous improvement and safe 

conditions of the bank’s website were crucial in the 

increase of internet use. 

Source: BancoEstado.
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Arica y Parinacota 

CAJAVECINA, BANK AND SERVIESTADO BRANCHES INCLUDED

Country Map and Bank Coverage By Commune 

Tarapacá

Antofagasta

Atacama

Coquimbo

Valparaíso

Del Maule

Biobío

La Araucania

De Los Ríos

De Los Lagos

Aysén

Magallanes

Metropolitana

3 20 2 113 138

B
a
n
c
o
E

st
a
d
o
 B

ra
n
c
h
e
s

S
e
rv

iE
st

a
d
o

C
a
ja

Ve
c
in

a

A
T
M

´S

To
ta

l

4 27 3 77

12 50 2 131

9 30 2 85

16 69 3 197

38 190 11 436

118 773 34 1,821

21 75 3 345

18 77 2 366

38 149 9 440

24 80 4 240

10 53 2 65

23 84 5 149

5 10 1 55

5 30 1 44

CHILE 344 1,812 84 4,564

Lib. General Bernardo O`Higgins

111

195

126

285

675

444

463

636

348

130

2,746

261

71

80

6,709

6968

Source: BancoEstado 

ANNUAL TRANSACTIONS OVER THE 
INTERNET BY BANCOESTADO CUSTOMERS
(Million)

110

150

MILLION

130

10

30

50

70

90

2005 2006 2007 2008 2009 2010

24 28 31

40

73

14
1

* 3.34 million customers
Source: SBIF

· BancoEstado is a leader in banking customers 	
  using Internet, with a 30% market share.
·The increase in 2010 was of 46%, as over 322 	
  thousand new clients were incorporated.  

MARKET SHARE ON INTERNET CUSTOMERS*
(December 2010)
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As a company with public responsibility, during 

2010BancoEstado implemented a prudent financial 

management in order to maintain its traditional 

soundness, safeguarding customers’ interests and 

contributing to Chile and Chileans’ development.

Targets established for this period considered 

maintaining adequate levels of liquidity, through 

an efficient management and the diversification 

of funding sources. Resources obtained allowed 

a smooth management of growth projects and 

customer requirements.

Diversification of funding sources
BancoEstado has excellent stability and solvency 

conditions, and the best risk rating in Chile’s banking 

industry. Consequently, it can offer investors 

profitable, safe and reliable financial instruments.

The funding diversification strategy used by 

BancoEstado resulted in a US$ 500 million bond 

issued in international markets of the U.S., Europe 

and Asia. This placement, due in 10 years, reached a 

quite better interest rate than other similar issuances 

by other banks.

In this operation, which enabled the incorporation of 

more than 130 international investors, the demand 

exceeded 3.5 times the amount of the issuance. 

This issuance reflects the interest generated by the 

soundness, solvency and financial strength of the 

bank, opening new funding opportunities.

Previously, BancoEstado had placed a US$ 117 

million subordinated bond, at a 28-year term, 

strengthening the assets of the institution and its 

business development plans.

Likewise, BancoEstado subscribed with the German 

KFW Bank a 5-year term bilateral credit of US$ 140 

million. The Yankee CD’s funding program made by 

the New York branch stands out as well.

Financial Management

Bank Profitability

BancoEstado’s earnings before tax reached USD$ 

292 million, surpassing last lustrum’s average 

and significantly over 2009 figures. Likewise, 

consolidated profit before tax over the bank’s capital 

and reserves climbed to 14.8%.

In 2010, BancoEstado reached a historic volume 

of US$ 558.6 million paid to the Treasury through 

taxes and transfer of profits, confirming its strong 

support to the country’s development. As other 

public companies, BancoEstado pay taxes for a 

EARNINGS BEFORE TAXES
(Million dollars at December 2010)

57% effective annual rate of its profits. This figure 

includes an additional 40% rate above the one 

paid by private banks in Chile. This factor is crucial 

in final results of the company.

· Earnings before taxes averaged about 	
  US$ 270 million in the period 2005-2010
· Strong recovery of earning before tax 	
  in 2010.

Average US dollar December 2010
Source: BancoEstado

MMUS$

100

150

200

250

300

350

50

0
20012000 2002 2003 2004 2005 2006 2007 2008 2009 2010

18
6

12
4

15
1

18
0

24
8 27

2

30
7

26
3

26
3

22
6

29
2

72 73

Source: BancoEstado

2001 	 38.3	 17.2	 46.5 	 101.9

2002 	 39.0 	 13.4 	 36.3 	 88.6

2003 	 35.2	 19.6 	 52.7	 107.5

2004 	 31.0 	 12.2 	 37.3 	 80.5

2005 	 15.5 	 31.3 	 63.6 	 110.4

2006 	 3.7 	 30.9 	 76.3 	 110.9

2007	 5.0	 30.7 	 79.0 	  114.8

2008 	 4.2 	 43.4 	 105.7 	 153.2

2009 	 93.5 	 4.8 	 7.0	 105.3

2010 	 99.1	 137.9 	 321.6 	  558.6

TAXES PAID BY BANCOESTADO. 
BY PROFIT AND TAXES US$ MILLIONS

Year 	                  Net Profit 	                      Income 	                          Special            	 Total 	
	                  Previous Year	 Tax	                     	Tax 40%	
	

Source: BancoEstado

Subordinado	 U.F. 3.0	 4.50	 3.74	 28.0	 01-2010

Senior	 US$ 500	 4.125	 4.325	 10.0	 09-2010

BOND ISSUE 2010

Type	 Millions	 Issue rate  	 Placement 	 Term in 	 Month & 
		   (%)	  (%)	 years	 year

Total 918.814
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US$ 500 MILLION BOND 
PLACEMENT 

Successful placement positions 
BancoEstado in international 
markets of U.S., Europe and Asia 

• The bond will have a unique capital maturity 

at the tenth year. 

• 4.323% interest rate, equivalent to 170 base 

points over U.S. Treasury benchmark.

• Requests from over 130 international 

investors.

• The demand exceeded 3.5 times the amount 

of the issuance.

• The placement opens new funding 

opportunities and support the needs of our 

customers.

• The Issuance confirms BancoEstado’s 

soundness, solvency and financial strength. 

BancoEstado supports its customers in foreign 

trade operations through a worldwide corre-

spondent banks network.  It assumes risks from 

banking and country counterparts, enabling cus-

tomers to be protected against risk of non com-

pliance when exporting. It also issues guarantees 

to back customers’ business overseas.

During 2010, the amount of letters of credit con-

firmed – which protect the exports of bank custom-

ers overseas -  amounted over US$ 300 million.

International rating agencies gave BancoEstado – 

and its instruments - a favorable evaluation. In 

this sense, one of the milestones of 2010 was the 

highest rating granted by Moody’s, from A1 to 

Aa3, in the long-term foreign currency deposits. 

Likewise, S&P granted a A+ international rating 

as per the bank’s solvency. 

Thus, BancoEstado held the best risk rating in 

Latin America according to Standard & Poor’s 

and Moody’s, consistently with the strong ratings 

granted to the country.

Global Presence

NEW YORK BRANCH
BancoEstado’s New York Branch provides financial 

services to its bank corporate and institutional 

customers to manage funds overseas, such as 

various options for managing investments, cash, 

international payments and loans to Chile or 

overseas.

This branch also contributes to the task of 

diversifying funding sources through a deposit 

program developed since 2009, which in 2010 

reached about US$ 1,600 million in 7-days to 

3-years term deposits.

PERSONAL BANKING SERVICES
BancoEstado offers services to Chileans living 

abroad both in person or through the call center.  

To reach the bank via internet , customers must 

access the website www.bancoestado.cl, under 

the  “Chilean Overseas” section. Through this 

platform, customers can submit mortgage loan 

applications, electronic check-book, housing 

and deferred debit saving accounts, and send 

remittances, among other services.
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Affected by the global economic downturn occurred 

in 2009, the Chilean economy showed a significant 

recovery of its growth rate in 2010. The development 

of credit risk policies which were consistent with the 

institution’s long-term strategy allowed BancoEstado 

to continue expanding its business.

One of the most significant events affecting the 

country’s economy was the February earthquake, 

whose magnitude and extent affected a significant 

number of customers, to whom BancoEstado duly 

supported by granting facilities for the payment of 

their loans. A strong and consistent policy in mortgage 

loans protected by earthquake insurance benefitted 

those customers whose homes were damaged or 

destroyed, mitigating the risk of such loans.

76 77

During this period, the SBIF issued new regulations 

on credit risk provisions, which came into effect in 

January 2011. Main changes were introduced in 

individual debt analysis and additional provisions,  

in order to mitigate business cycle fluctuations. 

BancoEstado kept the necessary safeguards in 2010 

to face the impacts of these changes.

Risk management has been developed independently 

from commercial areas, ensuring the existence of 

effective counterparts in the lending process, and 

fully covering all the business segments, within a 

framework of deliberative decisions.

RISK INDICATORS
Both, BancoEstado and the financial system  showed 

a slight increase in risk capital provisions, due to the 

implementation of new risk models and regulatory 

changes.

Likewise, provisions coverage on BancoEstado’s 

portfolio with over 90 days default shows a favorable 

position, compared to the rest of the financial 

system for each portfolio (consumer, commercial 

and mortgage).

There were also minor increases in provisions, write-

off control and higher levels of recoveries, supporting 

the reduction of net charge on BancoEstado’s loans. 

As a result, BancoEstado returned to the same level 

before 2008 financial crisis. This trend appears as 

well in the rest of the financial system.

TOTAL LOAN PLACEMENT 
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PROVISIONS COVERAGE / 
PORTFOLIO 90-DAYS DUE

Business Loans Consumer Loans TOTAL*Mortgage*
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Source: BancoEstado and SBIF
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NET CHARGES 
(Provisions expenses - recoveries) / Total loans 
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FINANCIAL RISK

BancoEstado makes permanent efforts to identify, 

measure, monitor and limit risks, in order to make 

more efficient business decisions. During that period, 

main activities have been focused on improving the 

comprehensive framework of both market risk and 

liquidity policies.

· Provide a independent measurement, monitoring 

and control of these risks for each business unit.

· Incorporate new advanced technological 

systems and applications into the market risk and 

liquidity measurement and control process during 

the year, raising quality and reliability of these 

measurements.

· Adjust assets and liabilities as per valorization, 

regulatory imputation, market risk and liquidity risk.

· Define and monitor the established limits. Perform 

periodical tests on market and liquidity risks behavior 

under stress scenarios, as well as the ability of the 

models used to capture them properly.

OPERATIONAL RISK

BancoEstado implemented an Operational Risk 

Management Model according to international best 

practices, and consistent with the requirements of Basel II.

The strategy to managing this risk considered 

the integration of a “process” approach, with 

the Information Security and Business Continuity 

institutional management.

This model is managed by the Operational Risk 

Committee, the Heads of Processes in the Bank 

and its subsidiaries, and the Performance and 

Operational Security Division.

The Operational Risk Committee is  composed by 

members of senior management. It is responsible for 

approving the risk levels accepted by the institution, 

and requests Process Managers the necessary 

actions to keep risks under control.

To date, the most relevant processes are addressed 

by the Operational Risk Management. Those 

processes allow the identification of the most critical 

risks, the constant monitoring of key indicators 

defined and the recording of losses and incidents 

in process.

Main achievements during 2010:

• Establishment of risk tolerance levels, for the most 

critical processes.

• Integration of Operational Risk Management 

practices with Process Management practices.

• Preparation and distribution of a Best Practices 

Guidelines for Operational Risk Management, to 

support staff training in this subject.

• Consolidation of the Operational Risk System to 

report and monitor risk indicators and loss basis.
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Employees are the key resource for BancoEstado 

in the fulfillment of its objectives. Thus, priority 

attention is paid to personnel training and 

development, as well as to count on adequate 

working conditions. The commitment of the staff 

with the institution is evident and is reflected, for 

example, in the quick response of the bank to 

operate back normally in the regions affected by 

the earthquake.

In 2010 BancoEstado had 8,739 direct employees, 

98% of which were under continuing contract. 61% 

of the total staff works in branches and central areas 

in the Metropolitan Region, followed by Valparaíso 

with 6.8% and the Concepción, with 6.7%.

42% of the staff are women. During 2010’s 

financial year, 52% of the contracts have been 

granted to female personnel, reflecting a rise in 

this trend.

BancoEstado continues developing the internship 

program in Customer Service and Conflict Resolution 

for senior executives. 12 officers participated on 

the first program and 32 in the second one. This 

activity tries to put in direct contact, face to face, 

executives and customers, to better understand 

their needs, improve the assistance given and 

address their concerns.

Another initiative confirming BancoEstado’s priority 

given to its customers is the Customer Listening 

Program, developed in 17 district management of 

the personal banking. More than 140 customers 

participated in 2010, attending meetings together 

with their account managers.

BancoEstado has been concerned about a better life 

quality for its staff and to increase productivity, which 

has resulted in different initiatives such as preventive 

health campaigns and psychological support, the 

creation of a telephone medical advice service to 

staff and their families, and legal counseling by 

phone and on Internet; the creation of blogs and 

virtual communities; and a recognition program for 

outstanding workers. After the earthquake, social 

support programs to workers from the affected 

regions have been carried out.

All this activity has resulted in several awards in 

2010. BancoEstado is one of the 35 best companies 

to work in the country, according to a study 

carried out by the “Great Place to Work - Chile”. 

It is ranked at the 26th place, with 76% of positive 

responses from its employees. At the same time, 

BancoEstado is one of the ten best companies for 

working mothers and fathers in Chile, according to 

the Fundación Chile Unido and “Ya” magazine from 

El Mercurio newspaper.

TRAINING AND DEVELOPMENT
7,500 workers took several training courses on 

issues related to their duties in the bank.

 

644 workers attended courses and studies related to 

the banking business. The annual average training 

hours per employee in 2010 was of 54 in the bank, 

with a total of 530,910 hours for all the staff. In 

addition, 324 emergency instructors received 1,944 

training hours.

The number of workers who received scholarships 

and support for university careers rose 12.3% over 

the previous year, from 464 to 521.
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BANCOESTADO 
MICROEMPRESAS S.A. 
ASESORÍAS FINANCIERAS
This subsidiary promotes and supports micro-

entrepreneurship, giving financial solutions to the needs 

according to each microenterprise. BancoEstado is 

leading this segment at a national level. 

This requires on-site presence and knowledge on both 

the specific nature of this sector and the each client’s 

needs. This subsidiary inaugurated its branch 200 in 

Porvernir, as a way to commemorate the bicentenary of 

Chile. At the end of the year, it reached 201 branches.

During the financial year 2010, BancoEstado 

Microempresas S.A. reached a significant 10.6% 

real growth in loans. Customers exceeded 410,000 

by the end of 2010.

BANCOESTADO CORREDORES DE 
SEGUROS S.A. 
This subsidiary intermediates life and general insur-

ance policies that cover about 11% of the national 

population and contributes to the country’s devel-

opment and bankarization. It also provides solutions 

in risks and contingencies for the lower income seg-

ments. Its portfolio considers insurance policies ac-

cording to each social sub-segment.

In May 2010, MetLife Chile Inversiones Limitada, a 

Met Life Inc. Co. subsidiary, paid $58 million to Ban-

coEstado as per the last installment of its shares in 

BancoEstado Corredores de Seguros S.A.. This pay-

ment confirms the success of the strategic alliance 

established in November 2004 between the two 

companies, whose purpose of widespreading insur-

ance policies enabled them to reach large segments 

with new offers for them.

The fire insurance portfolio for mortgage loans re-

ceived 60,720 claims due to the earthquake of Feb-

ruary 2010. This number of claims is equivalent to 

six years of normal operations, concentrated in a 

short period. 72% of the claims referred to build-

ings and 28% to contents.

BancoEstado’s mortgage customers, who count on 

earthquake insurance coverage since 2000, could 

repair their homes and recover their living standard, 

as they received a UF 3 million payment approxi-

mately in benefits.

At the end of 2010, this subsidiary was ranked at the 

third place of bank brokers, with over 4.5 billion valid 

insurance policies, corresponding approximately to 2 

million customers, 8.9% more than in 2009.

During the year, the monthly survey on service 

quality held to internal and final customers showed 

a strong improvement in satisfaction levels, reach-

ing a 6 or 7 score in 61% of the reviews. This is 

a significant achievement, considering the strong 

impact suffered by this subsidiary in its customer 

service flow after the earthquake.

BANCOESTADO S.A. 
ADMINISTRADORA GENERAL DE 
FONDOS. 
After six years offering savings and investment 

alternatives, BancoEstado S.A. Administradora 

General de Fondos accounts for 9.1% of total 

participants in this industry, and stands in the 5th 

place in the market. During 2010, it reached a 

20% growth in financial resources managed, and 

17% in mutual fund holders.

This subsidiary’s Mutual Fund “Acciones 

Nacionales” (National Shares) reached 13,000 

participants in 2010, with USD$ 127.1 million in 

financial resources managed. It was ranked at the 

5th place  as per its size, and 2nd as per number of 

participants. This fund had an attractive profitability 

close to 30% in 2010.

The subsidiary incorporated the Bicentennial 

Income Mutual Fund, offering a medium and long 

term savings and investment option for customers 

looking for over one year term fixed-income 

instruments. It requires low investment amounts 

(from US$ 10.7) and has high liquidity.

Another interesting alternative during 2010 was the 

Voluntary Pension Saving (APV), as a complement 

to mandatory contributions to the Pension Funds 

Companies, with very low investment levels (US$ 

10.7) and tax benefits.

At the end of 2010, three new internal regulations 

for diversified mutual funds, supplementing 

BancoEstado’s offer, have been sent to the 

Superintendency of Securities and Insurance.

On the other hand, the strategic partnership with 

French bank BNP Paribas, allowed the access 

of national investors to sophisticated financial 

instruments at a national and international level, 

with a minimum investment.

Another milestone during that period was the 2nd 

place obtained by “BancoEstado Corporativo” 

(Corporate) Mutual Fund in the Platinum 

Performance Awards, granted by Fund Pro, in the 

category of 90-days-term national debt.

BANCOESTADO 
CORREDORES DE BOLSA S.A. 
It is one of the largest of financial intermediation 

operators in local market. Nowadays, its challenges 

are in the development of financial solutions 

to satisfy the needs of all kind of customers, 

especially individuals.

In 2010 this subsidiary showed a strong growth of 

shares traded by third parties, exceeding US$ 64.1 

million - 20% of transactions is currently being done 

by internet.

At the end of the year, BancoEstado Corredores de 

Bolsa S.A. continues leading fixed income markets 

and financial intermediation, with US$ 100,098 

million in financial intermediation instruments 

traded in the Santiago Stock Exchange, and US$ 

43,263 million in fixed income instruments, i.e. 

22% and 20% market share respectively.

Together with ServiEstado, in 2010 the bank 

reached over 37,000 customers buying and selling 

foreign currency in this subsidiary throughout the 

country, maximizing the multichannel access to 

financial services.

SOCIEDAD DE SERVICIOS 
TRANSACCIONALES 
CAJAVECINA S.A. 
The model created and implemented by BancoEstado 

in 2006 allows customers and non customers 

to perform a range of transactions: deposits, 

withdrawals, BancoEstado’s loan payments, 

transfers, balance inquiries, payments of services 

and scholarships/pensions recoveries through any 

payment method used by the bank. 

During 2010, the subsidiary further expanded 

CajaVecina points along the country, not only to 

provide access to financial services for people from 

remote areas, but also for densely packed areas 

abandoned by the industry, either because of their 

low income levels or risk factors.

During this period, BancoEstado consolidated its 

national leadership in coverage through CajaVecina, 

reaching a total of 4,564 service points, representing 

37.2% increase over 2009.

BANCOESTADO CENTRO DE 
SERVICIOS S.A. 
In 2010, BancoEstado Centro de Servicios S.A. 

- better known as ServiEstado – rose 25.3% in 

the number of transactions as per the previous 

year, surpassing 26 million. ServiEstado branches 

increased from 79 to 84 in the same period.

Besides cash transactions, this subsidiary supports 

the expansion of the CuentaRUT card for related 

services, such as multi-channel password, cards and 

signed registration forms.

BANCOESTADO SERVICIOS 
DE COBRANZAS S.A. 
This subsidiary manages financial normalization 

of debtors.

The extension of opening hours from Monday to 

Saturday between 8:00 and 20:00 hours is one of 

the milestones of that year concerning products and 

services, as it facilitates timely payment of debtors.
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To improve the contact with its debtors, during 

2010 BancoEstado implemented a new predic-

tive dialer. This device will include voice mes-

saging services, SMS messages and virtual cam-

paigns as well, which will lead this call center at 

the cutting edge of these technologies.

In 2010, this subsidiary –together with external 

companies- reached a 45.9% increase in write-

offs recovery as per 2009, for individuals, micro 

and small enterprises segments.

BANCOESTADO CONTACTO 24 
HORAS S.A. 
This subsidiary is responsible for the Bank’s Call 

Center, which operates in the city of Lota. Due 

to the merge of the web, ATM and CajaVecina 

services during 2010, BancoEstado Contacto 24 

Horas S.A. expanded its activities, integrating the 

help desk operations with the Contact Centre. 

Corporate banking has been included as well. 

Its activity during 2010 made an important 

contribution of USD$5.6 million to Lota’s 

economy, which is 24.4% over the figure of 

2009.

The subsidiary increased credit card sales by 

35.5% and insurance cards by 35.1%, reaching 

the 65,000 active credit cards annual goal.

As per the earthquake, this subsidiary was closed 

for two months, which lead to a reduction in 

monthly incoming and outgoing calls by 15.3% 

and 18.0% respectively.

One of the milestones of 2010 was the 

incorporation of the predictive dialer, which 

supports accounting tasks and customer 

information management.
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INDEPENDENT AUDITORS’ REPORT

To the Chairman and Board of Directors of

   Banco del Estado de Chile

1.	 We have audited the consolidated statements of financial position of Banco del Estado de Chile and 

subsidiaries as of December 31, 2010 and 2009, and the related consolidated statements of income, comprehensive 

income, changes in equity and cash flows for the years then ended.  These financial statements (including the 

related notes) are the responsibility of the Bank’s management.  Our responsibility is to express an opinion on these 

financial statements, based on our audits.

2.	 We conducted our audits in accordance with generally accepted auditing standards in Chile.  Those 

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting 

the amounts and disclosures in the consolidated financial statements.  An audit also includes assessing the 

accounting principles used and significant estimates made by the Bank’s management, as well as evaluating the 

overall presentation of the consolidated financial statements.  We believe that our audits provide a reasonable basis 

for our opinion.

3.	 In our opinion, such consolidated financial statements present fairly, in all material respects, the financial 

position of Banco del Estado de Chile and subsidiaries as of December 31, 2010 and 2009 and the results of 

its operations and its cash flows for the years then ended, in conformity with the Accounting Standards and 

instructions issued by the Superintendency of Banks and Financial Institutions.

4.	 As explained in Note 2, the Bank has chosen to partially anticipate the recognition of the provisions in 

Chapter B-1 of the Compendium of Accounting Standards.  This recognition resulted in a charge in the income for 

the year ended December 31, 2010 for MCh$9,273 (including deferred taxes effects).

5.	 Our audit also comprehended the translation of Chilean peso amounts into U.S. dollar amounts and 

we are not aware of any modifications that should be made for such translation to be in conformity with the basis 

stated in Note 1.2 c. Such U.S. dollar amounts and financial statements translation into English are presented solely 

for the convenience of readers outside Chile.

 

 

February 14, 2011

Jorge Ortiz Martínez
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BANCO DEL ESTADO DE CHILE AND SUBSIDIARIES
Consolidated Statements of Income
As of and for the years ended December 31, 2010 and 2009
(In millions of Chilean pesos – MCh$ and in millions of US Dollars - MUS$)

31.12.2010
MM$

31.12.2010
MCh$

31.12.2009
MCh$

BANCO DEL ESTADO DE CHILE AND SUBSIDIARIES
Consolidated Statements of Financial Position
As of December 31, 2010 and 2009
(In millions of Chilean pesos – MCh$ and in millions of US Dollars - MUS$)

31.12.2010
MCh$

31.12.2010
MUS$

31.12.2010
MUS$

31.12.2009
MCh$

Interest income 		  2,017 		  944,114 		  652,017
Interest expenses 	 (	 896) 	 (	 419,551) 	 (	 171,380)

Net interest and indexation income 		  1,121		  524,563 		  480,637

Fees and commission income 		  373 		  174,675 		  161,290
Fees and commission expense	 (	 60) 	 (	 28,147)	 (	 21,614)

Net fee and commission income 		  313		  146,528 		  139,676

Net loss from financial operations	 (	 89) 	 (	 41,816)	  (	 129,596)
Foreign exchange gain (loss) net		  219 		  102,546 		  175,967
Other operating income 		  18 		  8,482 		  32,763

Total operating income 		  1,582		  740,303 		  699,447
Provision for loan losses 	  (	 235)	 (	 109,712) 	 (	 146,487)

NET OPERATING PROFIT 		  1,347		  630,591 		  552,960

Personnel salaries expenses	 (	 549) 	 (	 256,904) 	 (	 252,160)
Administrative expenses	 (	 273) 	 (	 127,888) 	 (	 121,347)
Depreciation and amortization 	 (	 82) 	 (	 38,143) 	 (	 34,088)
Impairment 	 (	 1) 	 (	 575)	  	 -
Other operating expenses 	 (	 148) 	 (	 69,236) 	 (	 40,212)
	
TOTAL OPERATING EXPENSES 	 (	 1,053)	 (	 492,746) 	 (	 447,807)

NET OPERATING INCOME 		  294		  137,845 		  105,153

Income (loss) from investments 		  2 		  757 	 (	 219)

Income before taxes 		  296		  138,602 		  104,934
Income tax expense 	 (	 115) 	 (	 53,815)	 (	 44,869)

NET INCOME FOR THE YEAR 		  181		  84,787 		  60,065

Attributable to :
Equity owners of the Bank 		  164 		  76,634 		  51,686
Non-controlling interests 		  17		  8,153 		  8,379

		  181		  84,787 		  60,065

ASSETS

Cash and deposits in banks 	 4,327 	 2,025,077 	 1,159,475
Unsettled transactions 	 434 	 203,341 	 173,604
Trading investments 	 2,765 	 1,293,963 	 305,684
Investments under repurchase agreements 	 30 	 13,811 	 55,416
Financial derivative contracts 	 368 	 172,089 	 221,389
Interbank loans 	  199	 93,340 	 50,969
Loans and accounts receivables from customers 	 23,682 	 11,083,448 	 10,773,582
Available-for-sale investments 	 6,598 	 3,087,961	  3,316,640
Held to maturity investment 	 155 	 72,457 	 139,935
Investments in other companies 	 9 	 4,014 	 3,927
Intangibles 	 44 	 20,407 	 23,830
Property, plant and equipment 	  503	 235,590 	 230,005
Deferred taxes 	  754	 353,102 	 290,532
Other assets 	  306	 143,235 	 148,540

TOTAL ASSETS	 40,174	 18,801,835 	 16,893,528

LIABILITIES

Deposits and other demand liabilities 	 9,187 	 4,299,355 	 3,608,754
Unsettled transactions 	 312 	 146,001 	 93,783
Investments under repurchase agreements 	 871 	 407,660 	 419,329
Time deposits and other time liabilities	 17,832 	 8,345,402 	 7,149,387
Financial derivative contracts 	 485 	 227,178 	 232,590
Interbank borrowings	 1,285 	 601,527 	 719,533
Issued debt instruments 	 7,185 	 3,362,582 	 3,204,316
Other financial liabilities 	 12 	 5,514 	 11,570
Current taxes 	 197 	 92,236 	 186,690
Deferred taxes	 63 	 29,504 	 62,914
Provisions	 606 	 283,661 	 207,096
Other liabilities 	 141 	 66,036 	 62,624

TOTAL  LIABILITIES 	 38,176	 17,866,656 	 15,958,586

EQUITY:

Attributable to the owners of the bank
Capital	  595			   278,497 		  278,497
Reserves	  1,409			   659,378 		  655,604
Valuation accounts	 (	 22) 		 (	 10,460) 	 (	 2,517)

Retained earnings:
Net income for the period 	 164 		  76,634 		  51,686
Less: Provision for distribution of income to the benefit of the state 	 (	 156) 	 (	 72,705) 	 (	 51,686)

	 1,990		  931,344 		  931,584

Non-controlling interests	 8		  3,835 		  3,358

TOTAL EQUITY 	 1,998		  935,179 		  934,942

TOTAL LIABILITIES AND EQUITY 	 40,174		 18,801,835 	 16,893,528
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BANCO DEL ESTADO DE CHILE AND SUBSIDIARIES
Consolidated Statements of Changes in Equity
As of and the years ended December 31, 2010 and 2009
(In millions of Chilean pesos – MCh$ and in millions of US Dollars - MUS$)

Capital
MCh$

 Reserves 
MCh$

Available
for sale 

Investment
MCh$

Cash
flow

hedges
MCh$

Translation 
difference

MCh$

Income
tax

MCh$

Income
for the
year

MCh$

Provision  for 
distribution 

of neta income 
for the 

government
MCh$

Total 
 attributable 
to the bank 

equity 
owners 
MCh$

Non-
controlling
interests
 MCh$

Total 
equity 
MCh$

(a) Charge to income net of deferred taxes as a result of the accounting change indicated in 
     Note 2 to the Consolidated Financial Statements.

BANCO DEL ESTADO DE CHILE AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
As of and for the years ended December 31, 2010 and 2009
(In millions of Chilean pesos - MCh$ and in millions of US Dollars - MUS$)

31.12.2010
MCh$

31.12.2009
MCh$

Net operating profit 		  1,347		  630,737 		  552,960
Total operating expenses	 (	 1,053)	 (	 492,892) 	 (	 447,807)

OPERATING INCOME		  294		  137.845 		  105.153

Income (loss) from investments in other companies 		  2		  757 	 (	 219)
Income before income tax		  296		  138,602 		  104,934
Income tax expense	 (	 115)	 (	 53,815) 	 (	 44,869)

INCOME FOR THE PERIOD BEFORE COMPREHENSIVE INCOME		  181		  84,787 		  60,065

Other Comprehensive Income
Available for sale investment	 (	 12)	 (	 5,755) 		  15,751
Exchange differences in translation of foreign transactions 	 (	 5)	 (	 2,257) 	 (	 6,906)
Effect of cash flow hedge 	 (	 17)	 (	 7,749) 		  -

OTHER COMPREHENSIVE INCOME BEFORE INCOME TAXES 	 (	 34)	 (	 15,761) 		  8,845

Income tax on other comprehensive income 		  17		  7,818 	 (	 8,978)

TOTAL OTHER COMPREHENSIVE INCOME FOR THE PERIOD 	 (	 17)	 (	 7,943) 	 (	 133)

CONSOLIDATED OTHER COMPREHENSIVE INCOME FOR THE PERIOD 		  164		  76,844 		  59,932

Attributable to consolidated income for the year
Equity owners of the Bank		  164		  76,634 		  51,686
Non-controlling interests 		  17		  8,153 		  8,379

		  181		  84,787 		  60,065

Attributable to consolidated comprehensive income for the year
Equity owners of the Bank 		  147		  68,691 		  51,553
Non-controlling interests 		  17		  8,153 		  8,379

		  164		  76,844 		  59,932

Valuation accounts31.12.2010
MUS$

Equity as of January 01, 2009 	 4,000 	 594,048 	 (	14,110) 	 - 	 3,683 	 8,043 	 108,968 	 (	 2,371) 	 702,261 	 1,508 	 703,769

Transfers	 - 	 108,968 	 - 	 - 	 - 	 - 	 (	108,968) 	 -	  - 	 -	 -

Dividends paid 	 - 	 (	 47,412) 	 - 	 - 	 - 	 - 	 - 	 2,371 	 (	45,041) 	 (	7,637) 	 (	52,678)

Variation of available for sale investment 	 - 	 - 	 15,751 	 -	  - 	 (	8,978) 	 - 	 - 	 6,773 	 - 	 6,773

Adjustment for translation difference  NY Branch 	 - 	 - 	 - 	 - 	 (	 6,906) 	 - 	 - 	 - 	 (	 6,906) 	 - 	 (	 6,906)

Capital increase	 274,497 	 - 	 - 	 - 	 - 	 - 	 -	  - 	 274,497 	 - 	 274,497

Sale of ownership interest in subsidiary	 - 	 - 	 -	  - 	 -	  - 	 -	  - 	 - 	 1,108 	 1,108

Provision for distribution of minimum income 

in benefit of the state	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 (	51,686) 	 (	51,686) 	 - 	 (	51,686)

Net income for the year	 - 	 - 	 - 	 - 	 -	  - 	 51,686 	 - 	 51,686 	 8,379 	 60,065

Equity as of  December 31, 2009 	 278,497 	 655,604 	 1,641 	 - 	 (	3,223) 	 (	 935) 	 51,686 	 (	51,686) 	 931,584 	 3,358 	 934,942

Equity as of January 01, 2010 	 278,497 	 655,604 	 1,641 	 - 	 (	 3,223) 	 (	 935) 	 51,686 	 (	51,686) 	 931,584 	 3,358 	 934,942

Transfers	 - 	 5,300 	 - 	 -	  - 	 - 	 (	 51,686)	  -	  (	46,386) 	 - 	 (	46,386) 

Equity effect Circular No.3,489 (a) 	 -	  (	 1,526) 	 - 	 - 	 - 	 - 	 - 	 - 	 (	 1,526)	  - 	 (	 1,526)

Dividends paid 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 46,386 	 46,386 	 (	7,676) 	 38,710

Variation of available for sale investment  	 - 	 - 	 (	 5,755) 	 - 	 - 	 3,401 	 - 	 -	  (	 2,354) 	 -	  (	 2,354)

Variation of hedge accounting derivatives 	 - 	 - 	 - 	 (	 7,749) 	 - 	 4,417 	 - 	 - 	 (	 3,332) 	 - 	 (	 3,332) 

Adjustment for translation difference  NY Branch 	 - 	 - 	 - 	 - 	 (	 2,257) 	 - 	 -	  -	  (	 2,257) 	 - 	 (	 2,257)

Provision for distribution of minimum income 

in benefit of the state 	 -	  -	  -	  -	  -	  - 	 - 	 (	67,405) 	 (	67,405) 	 - 	 (	67,405)

Net income for the year 	 - 	 - 	 - 	 - 	 - 	 - 	 76,634 	 - 	 76,634 	 8,153 	 84,787

Equity as of  December 31, 2010	 278,497 	 659,378 	 (	 4,114) 	 (7,749) 	 (	5,480) 	 6,883 	 76,634 	 (	72,705) 	 931,344 	 3,835 	 935,179

Equity as of  December 31, 2010 MUS$	 595 	 1,409 	 (	 9) 	 (	 16) 	 (	 12) 	 15 	 164 	 (156) 	 1,990 	 8 	 1,998
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BANCO DEL ESTADO DE CHILE AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the years ended December 31, 2010 and 2009
(In millions of Chilean pesos - MCh$ and in millions of US Dollars - MUS$)

Net Income for the Year 	  181	 84,787 	 60,065

Charges (credits) to income that do not represent cash flow:
Depreciation and amortization	  82	 38,143 	 34,088
Impairment of assets	 1 	 575	  -
Provisions for credit risks 	 235 	 109,712 	 146,487
Adjustment to market value of non-permanent investments	 72	 33,714 	 231,402
(Gain) loss from investments in companies	 (	 2) 	 (	 757) 	 219
Net (income) from sales of assets received in lieu of payment	 -	 (	 102)	  (	 19)
Loss (gain) on sale of fixed assets 	 -	 (	 28) 	 105
(Gain) on sale of permanent investments 	 -	 - 	 (	 12,449)
Write-off of assets received in lieu of payment	 1	  443 	 631
Other charges to income that do not represent cash movements 	 271	 127,039 	 109,008
Net interest and adjustments 	 (	 1,121)	 (	 524,563) 	 (	 480,637)
Net commission accrued 	 (313)	 (	 146,528) 	 (	 139,676)

Changes in assets and liabilities affecting operating flow:
(Increase) decrease of trading instruments	 (	 2,090)	 (	 978,105) 	 (	 117,505)
(Increase) in loans	 (896)	 (419,578) 	 (1,738,489)
Decrease (increase) in held-to-maturity and available-for-sale investments	 (	 2,152)	 (1,006,986) 	 1,066,565
(Increase) decrease in other credit operations	 (	 90)	 (	 42,371) 	 219,553
Increase in creditors in checking accounts	 1,263	 591,139 	 157,732
Increase of deposits and loans 	 2,810	 1,315,380 	 938,181
Increase (decrease) in other demand and time liabilities	 (	 42)	 (	 19,903) 	 135,862
Increase (decrease) in other obligations through brokerage of documents 	 (	 25)	 (	 11,669) 	 62,725
Decrease in obligations in letters of credit	 (	 369)	 (	 172,607) 	 (	 223,222)
Increase (decrease) in loans obtained from local banks 	 29	 13,684 	 (	 4,130)
Increase (decrease) in loans obtained from foreign banks 	 52	 24,386 	 (	 64,803)
Increase in loans obtained from the Central Bank	 (	 333)	 (	 156,076) 	 156,076
Net decrease (increase) in other assets and liabilities 	 (	 464)	 (	 217,285) 	 (	 39,102)
Commissions received	 373	 174,675 	 161,290
Commissions paid	 (	 60)	 (	 28,147) 	 (	 21,614)
Interest and indexation received 	 1,945	 910,410 	 945,088
Interest and indexation paid	 (	 881)	 (	 412,158) 	 (	 431,490)

Net cash flow (used in) operating activities  	 (	 1,523)	 (	 712,776) 	 1,151.941

CASH FLOWS FROM OPERATING ACTIVITIES

31.12.2010
MCh$

31.12.2009
MCh$

Purchase of property, plant and equipment and intangibles 	 (	 89) 	 (	 41,684) 	 (	 73,287)
Sale of fixed assets and intangible assets		  3 		  1,357 		  1,142
Investment in Company 		  - 		  - 		  4
Sale of investments in companies		  - 		  - 		  13,557
Dividends received from investments in companies 		  1 		  340 		  397
Sale of assets received in lieu of payment 		  6 		  2,748 		  650

Net cash (used in) provided by investing activities 	 (	 79)	 (	 37,239) 	 (	 57,537)

CASH FLOWS FROM INVESTING ACTIVITIES:

Capital increases	 -		  - 		  274,497
Bond issuance 	 653		  305,393 		  217,907
Release of  bonds	 (	 23)	 (	 10,619) 	 (	 6,937)
Payment of income from previous year at the benefit of the state	 (	 99)	 (	 46,386) 	 (	 47,412)

Net cash provided by financing activities 	 531		  248,388 	 438,055

Net variation for the period of cash and cash equivalent 	 (	 1,071)	 (	 501,627) 	 1,532,459

Cash and cash equivalent at the beginning of period 	 7,101 	 3,323,531 	 1,791,072

Cash and cash equivalent at the end of period 	 6,030 	 2,821,904 	 3,323,531

CASH FLOWS FROM FINANCING ACTIVITIES:

General Facts

R.U.T (Chilean tax identity number)

97.030.000-7

Head Office

Avenida Libertador Bernardo O´Higgins Nº 1111

Santiago de Chile

Web Site

www.bancoestado.cl

Postal Code and Ardes

Correo 21, Casilla 240 - V, Código Postal 6501186

Swift

BECH CL RM

Main Switchboard

(56)-(2)-970 7000

BancoEstado 24 Horas (24 Hour Line)

600 200 7000

31.12.2010
MUS$
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