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Banco Santander Chile Announces 
First Quarter 2007 Earnings 
 
 
• In the first quarter of 2007 net income totaled Ch$72,189 million (Ch$0.38 per 

share and US$0.74/ADR), increasing 12.0% YoY and 18.6% QoQ.  
 
• 

• 

• 

• 

• 

• 

• 

• 

Better earnings mix enhances margins. Net interest income increased 23.8% YoY. 
Net interest margin expanded 50 basis points to 4.4% in 1Q 2007 compared to 1Q 2006 
and 40 basis points compared to 4Q 2006.  

 
Net fee income increased 17.7% YoY in 1Q 2007 driven by a rise in clients, cross 
selling and product usage.  

 
Solid growth of client base and distribution network. The total number of clients 
increased 12.0% YoY to 2.52 million and the Bank opened 13 new branches in 1Q 2007, 
expanding its branch network to 410 offices. 

 
Total loans increase 3.6% QoQ and 13.7% YoY. Consumer loans increased 26.3% 
YoY while residential mortgage loans grew 21.5% and lending to SMEs increased 
24.7%. 

 
Efficiency ratio reaches 37.9% in 1Q 2007. The Bank continues to improve 
productivity, which has helped to finance the investments in the branch network. 

 
Coverage of past due loans reached 204%. In 1Q 2007, the Bank continued to 
improve its provisioning model for consumer lending. Net provisions expenses grew 
42.6% YoY. As a result, the past due loan ratio as of March 2007 reached 0.80% down 
from 0.93% as of March 2006 and flat compared to 4Q 2006. 

 
Annual dividend increased 19.1%. Banco Santander Chile held its annual Ordinary 
Shareholders’ Meeting on April 24, 2007. During the meeting, a dividend 
Ch$0.98504643 per share was approved, corresponding to 65% of 2006 net income and 
19.1% higher than the dividend paid in 2006. 

 
The Bank’s credit ratings upgraded by Moody’s. Senior foreign currency debt rating 
was raised by one notch to Aa3 from A1 and the subordinated foreign currency debt 
rating was raised by two notches to Aa3 from A2.  
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Santiago, Chile, May 2, 2007. Banco Santander Chile (NYSE: SAN) announced today its unaudited 
results for the first quarter of 2007. These results are reported on a consolidated basis in 
accordance with Chilean GAAP1,2 in nominal Chilean pesos.  
 
In the first quarter of 2007 net income totaled Ch$72,189 million (Ch$0.38 per share and 
US$0.74/ADR), increasing 12.0% compared to 1Q 2006 (from now on YoY) and 18.6% compared to 
4Q 2006 (from now on QoQ).  Core revenues (net financial income and fees) totaled Ch$201,001 
million and increased 22.4% YoY and 12.2% QoQ, as the Bank continued to show strong results in 
its retail banking business.   
 
Net interest income increased 23.8% YoY and 13.9% QoQ driven by solid loan growth and higher 
margins. In the quarter, total loans increased 3.6% QoQ and 13.7% YoY. Retail lending – which 
includes lending to individuals and SMEs - increased 3.3% QoQ and 20.7% YoY. Consumer loans 
expanded 3.8% QoQ and 26.3% YoY while residential mortgage lending increased 4.1% QoQ and 
21.5% YoY. As a result of the better earnings mix, the interest margin increased 50 basis points to 
4.4% compared to 1Q 2006.  
 
Net fee income increased 17.7% YoY and 6.9% QoQ. The Bank continues to expand its client base, 
cross-selling ratios and product usage, especially in retail banking. The total number of clients 
increased 12.0% YoY to 2.52 million. The amount of middle/upper income individual clients that are 
cross-sold (a client with a checking account and that uses at least three other products) increased 
27.7% YoY as of March 2007. In Santander Banefe, the amount of cross-sold clients (clients that 
uses at least 2 or more other products) rose 17.5% YoY as of March 2007.  
 
Coverage of past due loans reached 204%. In 1Q 2007, the Bank continued to improved the 
provisioning model for consumer lending. Net provisions expenses grew 42.6% YoY. As a result, the 
past due loan ratio as of March 2007 reached 0.80% down from 0.93% as of March 2006 and flat 
compared to 4Q 2006. 
 
Costs remain under control. Operating expenses increased 10.4% YoY in 1Q 2007 mainly due to 
higher commercial activities and the larger distribution network. The Bank continues to improve 
productivity, which has helped to fund the investments in the branch network. In 1Q 2007 the 
efficiency ratio reached 37.9% compared to 38.3% in 1Q 2006. The Bank has the lowest efficiency 
ratio among the leading banks in Chile and Latin America.  

 
1 Safe harbor statement under the Private Securities Litigation Reform Act of 1995: All forward-looking statements made by Banco 

Santander Chile involve material risks and uncertainties and are subject to change based on various important factors which may be 
beyond the Bank's control. Accordingly, the Bank's future performance and financial results may differ materially from those expressed 
or implied in any such forward-looking statements. Such factors include, but are not limited to, those described in the Bank's filings with 
the Securities and Exchange Commission. The Bank does not undertake to publicly update or revise the forward-looking statements 
even if experience or future changes make it clear that the projected results expressed or implied therein will not be realized.  

2 The exchange rate as of March 31, 2007 was Ch$539.37 per US$ dollar. All figures presented are in nominal terms. Historical figures 
are not adjusted by inflation. 
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Banco Santander Chile Quarter Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

 
1Q 2006 

(reclassified) 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Net interest income 155,892 136,899 125,889 23.8% 13.9% 
Fees and income from services 45,109 42,205 38,330 17.7% 6.9% 
Core revenues 201,001 179,104 164,219 22.4% 12.2% 
Total provisions, net of recoveries (36,331) (39,514) (25,471) 42.6% (8.1%) 
Gains losses on financial transactions 10,230 18,312 23,310 (56.1%) (44.1%) 
Other operating income, net (10,537) (7,869) (7,770) 35.6% 33.9% 
Operating expenses 76,101 88,061 68,917 10.4% (13.6%) 
Income before income taxes 86,758 73,384 77,311 12.2% 18.2% 
Net income 72,189 60,868 64,434 12.0% 18.6% 
Net income/share (Ch$) 0.38 0.32 0.34 12.0% 18.6% 
Net income/ADR (US$)1 0.74 0.63 0.67 9.6% 17.5% 
Total loans 12,208,166 11,788,959 10,736,973 13.7% 3.6% 
Customer funds 12,108,365 11,484,525 10,234,278 18.3% 5.4% 
Shareholders’ equity 1,317,185 1,245,339 1,151,586 14.4% 5.8% 
Client margin2

5.1% 5.0% 4.9% 
Net interest margin  4.4% 4.0% 3.9% 
Efficiency ratio 37.9% 46.5% 38.3% 
Return on average equity3 22.4% 18.3% 22.8% 
PDL / Total loans 0.80% 0.79% 0.93% 
Coverage ratio of PDLs 204.2% 188.1% 145.2% 
Risk index4 1.64% 1.45% 1.36% 
BIS ratio 14.6% 12.6% 14.3% 
Branches5 410 397 361 
ATMs 1,635 1,588 1,395 
Employees 8,691 8,184 7,583 
1. The change in earnings per ADR may differ from the change in earnings per share due to the exchange rate. 
2. Client net interest income / average loans (See Net interest revenue) 
3. Annualized Quarterly Earnings / Average Equity. 
4. Reserve for loan losses / Total loans on a consolidated basis 
5. Includes SuperCaja branches inaugurated in 4Q 2006 
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INTEREST EARNING ASSETS 
 
Solid growth in retail banking 
 

Interest Earning Assets Quarter ended, % Change 
                                                               
(Ch$ million) 

March 31,  
2007 

Dec. 31,  
2006 

March 31, 
2006 

March 
2007/2006 

March 07/ 
Dec. 06  

Consumer loans  1,869,318 1,800,507 1,480,355 26.3% 3.8% 
Residential mortgage loans* 2,894,243 2,779,769 2,381,434 21.5% 4.1% 
Commercial loans 4,172,835 4,048,221 3,958,263 5.4% 3.1% 
Commercial mortgage loans** 168,704 181,628 229,005 (26.3%) (7.1%) 
Foreign trade loans  869,615 741,776 589,509 47.5% 17.2% 
Leasing 787,287 764,408 694,733 13.3% 3.0% 
Factoring 125,144 168,372 161,714 (22.6%) (25.7%) 
Other outstanding loans 44,153 37,541 12,190 262.2% 17.6% 
Contingent loans 1,010,376 1,022,687 933,590 8.2% (1.2%) 
Interbank loans  168,554 151,491 195,798 (13.9%) 11.3% 
Past due loans  97,937 92,559 100,382 (2.4%) 5.8% 
Total loans 12,208,166 11,788,959 10,736,973 13.7% 3.6% 
Total financial investments  1,197,671 1,015,376 1,439,286 (16.8%) 18.0% 
Total interest-earning assets 13,405,838 12,804,335 12,236,959 9.6% 4.7% 

* Includes residential mortgage loans backed by mortgage bonds (letras hipotecarias para la vivienda) and residential mortgage loans 
not funded with mortgage bonds (mutuos hipotecarios para la vivienda). 

**  Includes general purpose mortgage loans backed by mortgage bonds (letra de crédito fines generales) and other commercial 
mortgage loans (préstamos hipotecarios endosables para fines generales). 

 
In 1Q 2007 total loans increased 3.6% QoQ with continued growth in high yielding retail segments. 
Consumer loans expanded 3.8% QoQ and 26.3% YoY. The Bank’s leading market share in 
consumer lending increased 110 basis points YoY and remained stable QoQ at 26.8%.     
 
Residential mortgage lending increased 4.1% QoQ and 21.5% YoY. Market share in residential 
mortgage lending reached 25.9% as of March 2007 increasing 79 basis points YoY and steady 
compared to year-end 2006. Noteworthy in the quarter was the launching of a new mortgage 
product denominated in fixed nominal pesos for up to 20 years. This is an important breakthrough in 
the Chilean mortgage market as until now all mortgages were denominated in real terms (Unidades 
de Fomento or UFs). 
 
Commercial loans increased 3.1% QoQ and 5.4% YoY led by an increase in lending to companies 
in various segments. This responds to the higher growth in the market in line with a stronger 
economy. In 1Q 2007 the Bank has observed a pick up in investment projects in various business 
segments. Market share in lending to companies, as defined by the Superintendence of Banks, 
decreased 10 basis points QoQ and 171 basis points YoY. This decline is mainly due to lower 
growth in the low yielding corporate segment, reflecting the Bank’s focus on allocating efficiently its 
capital to the most profitable uses.   
 
The Bank’s foreign trade business performed well in the quarter, increasing 17.2% in the period. The 
country’s dynamic export business, especially to Asia, has boosted this business. The Bank’s strong 
position in this market due to its international connections and strong ratings has also been an 
important factor explaining this growth. For example, 64% of all letters of credit backing export to 



 
 
 

Investor Relations Department 
Bandera 140 19th Floor, Santiago, Chile, Tel: 562-320-8284, fax: 562-671-6554,  
email: rmorenoh@santander.cl 
 

5

Asia were executed by the Bank. This also explains, in part, the 8.2% QoQ rise in contingent loans. 
In addition, the peso depreciated in the quarter and these figures were in part affected by the 
translation gains that this produces. 
 
Total loan market share decreased 7 basis points QoQ and reached 22.2% as March 2007, 
reflecting the stable market share in lending to individuals and the slight decline in market share 
among companies. This reflects the Bank’s effort to improve the asset mix and to maximize 
profitability by adequately allocating its capital to the most profitable uses.  
 
Loans by business segment* Quarter ended, % Change 
                                                               
(Ch$ million) 

March. 31, 
2007 

Dec. 31,  
2006 

March 31, 
2006 

March 
2007/2006 

March 07/ 
Dec. 06  

Total loans to individuals 5,214,822 5,068,428 4,371,655 19.3% 2.9% 
SMEs 1,864,258 1,784,229 1,494,802 24.7% 4.5% 
Total retail lending 7,079,266 6,852,657 5,866,457 20.7% 3.3% 
Institutional lending 192,168 202,142 183,052 5.0% (4.9%) 
Middle-Market & Real estate 2,348,975 2,301,361 2,125,214 10.5% 2.1% 
Corporate 1,376,704 1,242,252 1,427,656 (3.6%) 10.8% 
* Excludes contingent loans and interbank loans 
 
Retail lending – which includes lending to individuals and SMEs - increased 3.3% QoQ and 20.7% 
YoY, led by solid growth in lending to individuals and SMEs. Loans to individuals increased 2.9% 
QoQ and 19.3% YoY. Loans to SMEs increased 6.1% QoQ and 27.2% YoY. The Bank continues to 
focus on expanding in the retail market due to low penetration levels and a healthy economic 
environment. Recent economic data shows that private consumption continues to grow at a faster 
pace than GDP and unemployment levels reached 6.7% in 1Q 2007, the lowest rate since 3Q 1998. 
 
Loans in corporate banking increased 10.8% QoQ and decreased 2.1% YoY. This growth was 
mainly due to a 71.9% expansion of the foreign trade business and a 4.0% increase in commercial 
loans in this segment. As mentioned, the foreign trade business was boosted by the Bank’s active 
participation in financing exports to Asia and translation gains caused by the depreciation of the 
peso in the quarter. Foreign trade loans are also somewhat volatile quarter to quarter in this 
segment as a few customers concentrate a large percentage of total exports, especially in the 
mining sector.  
 
Lending to the middle market segment increased 2.1% QoQ and 10.5% YoY. Spreads of new loans 
in this segment have been under pressure and the Bank avoided renewing some loan operations at 
unattractive returns.  
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CUSTOMER FUNDS 
 
Good growth of customer funds despite falling short-term interest rates 
 
Funding Quarter ended, Change % 
                                                               
(Ch$ million) 

March. 31, 
2007 

Dec. 31,  
2006 

March 31, 
2006 

March 
2007/2006 

March 07/ 
Dec. 06  

Non-interest bearing deposits  2,543,569 2,482,997 2,217,928 14.7% 2.4% 
Time deposits and savings accounts 7,280,989 6,909,335 6,264,072 16.2% 5.4% 
Total customer deposits 9,824,558 9,392,332 8,482,000 15.8% 4.6% 
Mutual funds  2,283,807 2,092,192 1,752,278 30.3% 9.2% 
Total customer funds  12,108,365 11,484,524 10,234,278 18.3% 5.4% 

 
Short-term rates fell in the quarter. The overnight reference rate set by the Central Bank was 
lowered to 5.0% in January 2007 from 5.25%. The 30-day rate decreased 18 basis points QoQ to 
4.63% in March 2007 from 4.81% as of December 2006. Despite falling rates, the Bank was able to 
increase the time deposit base which expanded 5.4% QoQ and 16.2% YoY. As time deposit re-price 
at lower rates this should benefit positively affect margins in the coming quarters.  
 
Non-interest bearing deposits increased 2.4% QoQ and 14.7% YoY as low rates and fuelled growth 
of these deposits.  The average balance of non-interest bearing checking accounts increased 11.7% 
QoQ and 17.0% YoY.  
 
Total quarterly average non-interest 
bearing demand deposits 

Quarter ended, Change % 

                                                               
(Ch$ million) 

March. 30, 
2007 

Dec. 31,  
2006 

March 30, 
2006 

March 
2007/2006 

March 07/ 
Dec. 06  

Total  2,077,301 1,859,557 1,776,033 17.0% 11.7% 
 
Assets under management in the Bank’s mutual fund subsidiary increased 9.2% QoQ and 30.3% 
YoY. The strength of the local and international stock markets boosted investment levels and the 
value of funds under management in the quarter.  
 
Moody’s recently upgraded the Bank’s credit ratings as part of the application of its refined joint 
default analysis (JDA) and updated bank financial strength rating (BFSR) methodologies. The BFSR 
was affirmed at B-. The Foreign Currency Senior Unsecured Debt Rating was raised to Aa3 from 
A1. The Foreign Currency Subordinated Debt Rating was raised to Aa3 from A2. The Long Term 
Foreign Currency Deposit Rating was affirmed at A2 and remains constrained by the Chile country 
ceiling for deposits.   As stated by Moody’s “the most notable debt ratings upgrades compared to 
pre-JDA levels were for Banco Santander Chile”.  
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NET INTEREST INCOME 
 
Client margins increasing with improved loan mix. Higher inflation also boosts margins 
 
Net Interest Income  Quarter Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

 
1Q 2006 

(reclassified) 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Client net interest income 1,2
150,071 141,799 124,580 20.5% 5.8% 

Non-client net interest income 1,3
5,821 (4,900) 1,309 344.7% --% 

Net interest income 155,892 136,899 125,889 23.8% 13.9% 
Average interest-earning assets 14,204,463  13,783,754 12,919,760 9.9% 3.1% 
Average loans 11,686,106  11,357,344 10,151,457 15.1% 2.9% 
Net interest margin 4,5

4.4% 4.0% 3.9% 
Client margin 4 5.1% 5.0% 4.9% 
Avg. equity + non-interest bearing 
demand deposits / Avg. interest 
earning assets 

 
23.7% 

 
23.4% 

 
22.5% 

Quarterly inflation rate 6 0.20% -0.35% -0.33% 
Avg. overnight interbank rate 
(nominal) 

 
5.09% 

 
5.30% 

 
4.59% 

Avg. 10 year Central Bank yield 
(real) 

 
2.69% 

 
2.78% 

 
3.00% 

1. The Bank has modified the methodology of calculating client and non-client income. The historical evolution of this indicator is 
available in the appendix of this report. 

2. Client net interest income and margins, is net interest income ( and margins) generated by our commercial areas.  
3. Non-client net interest income is net interest income generated by centralized activities, non-segmented portions of the balance 

sheet and Financial Management. 
4. Annualized 
5. Client net interest income divided by average loans 
6. Inflation measured as the variation of the Unidad de Fomento in the quarter. 
 
Net interest income in 1Q 2007 increased 23.8% YoY and 13.9% QoQ. This increase was mainly 
due to a higher net interest margin which reached 4.4% in 1Q 2007 compared to 3.9% in 1Q 2006 
and 4.0% in 4Q 2006.  Average interest earning asset increased 9.9% YoY and 3.1% QoQ. 
 
Client net interest income. Client net interest income - which is net interest income (and margins) 
generated by our commercial areas - increased 20.5% YoY and 5.8% QoQ. This growth was led by 
the 15.1% YoY and 2.9% QoQ increase in average loans. Client net interest margins increased 20 
basis points YoY and 10 basis points QoQ. The growth of retail lending activities and the positive 
evolution of non-interest bearing liabilities are the principal factors that explain the positive evolution 
of client net interest income and margins in the period. In first quarter of 2007, the Bank improved its 
pricing structure and this also benefited client margins.  
 
Non-Client net interest income. Non-client net interest income – which is net interest income 
generated by centralized activities, non-segmented portions of the balance sheet and Financial 
Management - totaled a gain of Ch$5,821 million compared to a loss of Ch$4,900 million in 4Q 2006 
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and a gain of Ch$1,309 million in 1Q 2006. This rise was mainly due to the higher inflation rate in 
the quarter following the negative inflation rates in 1Q and 4Q 2006. The Bank has a positive gap in 
terms of inflation indexed assets and liabilities. Long-term assets are denominated, for the most 
part, in inflation indexed pesos and are funded, in part, with non-interest bearing checking accounts 
and capital. The Central Bank also reduced short-term rates in 1Q 2007, which lowered funding 
costs.    
 

Evolution of Quarterly Inflation 

0.20%

1.32%

-0.35%
-0.33%

1.38%

1Q 06 2Q 06 3Q 06 4Q 06 1Q 07

Quarterly inflation
 

Source: Banco Central , measured as variation of the UF 
 
PROVISION FOR LOAN LOSSES 
 
The coverage ratio rises to 204.2% as the Bank upgrades it provisioning models for 
consumer lending 
 
Provision for loan losses Quarter  Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

 
1Q 2006 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Provisions (26,551) (13,569) (1,041) 2,450.5% 95.7% 
Charge-offs (46,872) (38,572) (34,743) 34.9% 21.5% 
Gross provisions and charge-offs (73,423) (52,141) (35,784) 105.2% 40.8% 
Loan loss recoveries 37,092 12,627 10,313 259.7% 193.8% 
Net provisions (36,331) (39,514) (25,471) 42.6% (8.1%) 
Total loans 12,208,167 11,788,959 10,736,973 13.7% 3.6% 
Total reserves (RLL)  200,021 174,064 149,112 34.1% 14.9% 
Past due loans* (PDL) 97,937 92,559  100,382 (2.4%) 5.8% 
Gross provision expense / loans** 2.41% 1.77% 1.33% 
Net provision expense / loans ** 1.19% 1.34% 0.95% 
PDL/Total loans 0.80% 0.79% 0.93%  
Expected loss (RLL / loans) 1.64% 1.45% 1.36%  
RLL / Past due loans 204.2% 188.1% 145.2%  
*   Past due loans: installments or credit lines more than 90 days overdue 
**  Annualized 
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In 1Q 2007 the Bank’s net provisions expenses totaled Ch$36,331 million an increase of 42.6% YoY 
and a decrease of 8.1% QoQ. Gross provisions and charge-offs increased 105.2% YoY and 40.8% 
QoQ. This was mainly due to the growth of lending to higher yielding and riskier retail segments and 
the upgrading of provisioning models and credit scoring in order to maintain provisioning and 
coverage standards up to date with the expansion of this profitable business.  
 
 In 2006, the Bank improved its internal provisioning models by not only focusing on non-
performance, but introducing statistical models that take into account a borrower’s credit history and 
indebtedness levels. Additional innovations were implemented in 1Q 2007. Firstly, the Bank now 
differentiates between old and new clients when determining a client’s risk profile. This modification 
resulted in no significant change in provision expense in the medium term, but should reduce 
monthly volatility of provisions and charge-offs. 
 
Secondly, the Bank is in the process of implementing additional modifications. The most important 
was incrementing the period of back-testing for determining a client’s risk profile from 12 to 24 
months. As a result, the Bank recognized in the quarter additional reserves of approximately US$32 
million to prepare for the implementation of these new models. The actual amount may vary when 
these changes are fully implemented.   
 
In the quarter, the Bank also took important steps in improving its collection process. More collecting 
agents have been hired and a senior commercial officer was placed at the head of this division. 
Moreover in 1Q 2007, the Bank started a process of selling charged-off loans. In the quarter, the 
Bank sold charged-off loans dating from the early 1980’s up to 2004, recording a gain of 
approximately US$43 million. Excluding this gain, recoveries increased 35.3%, reflecting the 
stronger performance of this unit.  
 
As a result of these measures, the Bank continues to display sound asset quality indicators. The 
past due loan ratio as of March 2007 reached 0.80% down from 0.93% as of March 2006 and flat 
compared to 4Q 2006. Reserve for loan losses increased 34.1% YoY and 14.9% QoQ. The 
expected loan loss ratio (reserves for loan losses over total loans) increased to 1.64% in 1Q 2007 
from 1.45% in 4Q 2006 and 1.36% in 1Q 2006. The coverage ratio of past due loans rose to 204.2% 
as of March 2007 compared to 188.1% as of December 2006 and 145.2% as of March 2006.  
 
Going forward the Bank expects asset quality indicators to remain sound, but as the retail banking 
portfolio increases, provision expenses and the risk index could continue to rise. 
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FEE INCOME 
 
Growth in client base, cross selling and product usage boosts retail banking fees   
 

Fee income Quarter  Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

 
1Q 2006 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Checking accounts  10,401 11,312 9,628 8.0% -8.1% 
Adm. & collection of insurance policies 7,052 6,249 6,349 11.1% 12.9% 
Mutual fund services 6,093 5,710 4,467 36.4% 6.7% 
Credit cards 4,892 4,808 4,494 8.9% 1.7% 
Automatic teller cards 3,873 3,351 3,714 4.3% 15.6% 
Insurance brokerage 2,927 3,597 2,167 35.1% -18.6% 
Lines of credit 2,879 3,134 2,648 8.7% -8.1% 
Stock brokerage 1,984 416 391 407.4% 376.9% 
Santander SuperCaja 505 143 -   253.1% 
Other product and services 4,503 3,485 4,472 0.7% 29.2% 
Total fee income, net 45,109 42,205 38,330 17.7% 6.9% 
Fees / operating expense 59.3% 47.9% 55.6%   
 
Net fee income increased 17.7% YoY and 6.9% YoY in 1Q 2007. The Bank continues to expand its 
client base, cross-selling and product usage, especially in retail banking. The total number of clients 
increased 12.0% YoY to 2.52 million. 
 
This rise in client base has been driven by the growth in our retail checking account base. The total 
number of retail clients with a checking account has increased 21.0% YoY in 1Q 2007. Market share 
in checking accounts reached 27.6% as of February 2007, the latest figure available, compared to 
25.6% as of February 2006. In this period the Bank’s opened 43.2% of all new account opened in 
the Chilean market. As a result, in 1Q 2007 fees from checking accounts increased 8.0% YoY and 
fees from lines of credit rose 8.7% YoY.  The 8.1% QoQ decline in checking account and line of 
credit fees was mainly due to seasonal factors and a regulatory change that prohibited certain fees 
charged to checking account holders related to bad check clearance.   
 
A greater amount of clients with checking accounts coupled with continuous improvements in client 
service has led to better cross selling ratios. The amount of middle/upper income individual clients 
that are cross-sold (a client with a checking account and that uses at least three other products) 
increased 27.7% YoY as of March 2007. In Santander Banefe, the amount of cross-sold clients 
(clients that uses at least 2 or more other products) rose 17.5% YoY as of March 2007.  
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Credit card fees increased 8.9% YoY in 1Q 2007. According to information published by Transbank, 
the industry’s credit card processor, as of March 2007 purchases with Santander credit cards in 
monetary terms were growing 19.2% YoY in real terms compared to 16.9% for the market. Market 
share in terms of purchases reached 35.4% as of March 2007 compared to 34.7% as of March 
2006. This industry is also facing intense competition in this product offsetting, in part, the increases 
in market share and business activity. 
 
ATM fees increased 4.3% YoY and 15.6% QoQ. Despite investment in the ATM network, intense 
competition has reduced fee growth from this product. The Bank continues to expand its ATM 
network in order to increase bank penetration levels and to ensure that greater product penetration 
is accompanied with greater product usage, especially in emerging sectors of the population. An 
extensive ATM network is key for this process. Usage of our debit/ATM cards has grown at a rapid 
pace. Market share in debit card usage increased from 22.6% as of March 2006 to 24.0% as of 
March 2007. Purchases with Santander debit cards increased 35.4% YoY in real terms compared to 
27.1% for the industry in the same period. As of March 2007, the Bank had a network of 1,635 
ATMs and installed 47 new ATMs in 1Q 2007.  
 

Investing to sustain growth momentum in retail banking 
ATMs (Nº)BRANCHES* (Nº) ATMs (Nº)BRANCHES* (Nº)

1,395 1,443 1,479 1,588 1,635

Mar-07 Jun-07 Sep-07 Dec-07 Mar-07

361 367 368
397 410

Mar-06 Jun-06 Sep-06 Dec-06 Mar-07

+49 (13.6%) +240 (17.2%)

1,395 1,443 1,479 1,588 1,635

Mar-07 Jun-07 Sep-07 Dec-07 Mar-07

361 367 368
397 410

Mar-06 Jun-06 Sep-06 Dec-06 Mar-07

+49 (13.6%) +240 (17.2%)

 
* Including Santander Super Caja offices 
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Insurance brokerage fees increased 35.1% YoY in 1Q 2007. Despite intense competition in this line 
of business that affected fee income in previous quarters, the launching of various new products and 
other sale campaigns has boosted insurance brokerage fees. Fees from the administration and 
collection of insurance policies increased 11.1% YoY in the same period.  These fees are directly 
related to the growth of our mortgage loan book and lower-than-estimated claim rates, which results 
in higher administration fees paid by insurers to us. 
 
Fees from mutual fund management increased 36.4% YoY in 1Q 2007. Assets under management 
totaled Ch$2,283,807 and increased 30.3% in the same period fuelling asset management fee 
growth. The strength of the local and international stock markets coupled with falling long-term rates 
also boosted the value of funds under management in the quarter.  
 
In 1Q 2007 the merger between Santiago Corredores de Bolsa Ltda, a subsidiary of the Bank, and 
Santander Investment S.A. Corredores de Bolsa was completed.  The Bank now owns 50.6% of the 
merged entity. This has boosted the Bank’s participation in the stock brokerage business, especially 
among retail clients by better utilizing the Bank’s distribution network to brokerage shares.  Fees 
from stock brokerage increased 407.4% YoY in 1Q 2007. 
 
In 4Q 2006 the Bank created a new subsidiary, Santander Servicios de Recaudación y Pagos Ltda 
(Santander SuperCaja), whose main function will be to open and operate special payment centers 
where non-clients can become clients and perform all types of transactional services. These 
payment centers will operate seven days a week. In the 4Q 2006 this subsidiary opened 22 new 
payment centers and 3 in 1Q 2007. SuperCaja generated fees of Ch$505 million in 1Q 2007.  
 
OPERATING EXPENSES AND EFFICIENCY  
 
Efficiency ratio reaches 37.9%  
 

Operating Expenses Quarter Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

 
1Q 2006 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Personnel expenses 37,664 48,118 34,005 10.8% (21.7%) 
Administrative expenses  28,604 29,943 25,836 10.7% (4.5%) 
Depreciation and amortization 9,833 10,000 9,076 8.3% (1.7%) 
Operating expenses 76,101 88,061 68,917 10.4% (13.6%) 
Efficiency ratio* 37.9% 46.5% 38.3% 

* Operating expenses / operating income.  Operating income = Net financial income + Net fee income + other operating income, net.  
 
In 1Q 2007 operating expenses increased 10.4% YoY. The efficiency ratio reached 37.9% in 1Q 
2007 compared to 38.3% in 1Q 2006 and 46.5% in 4Q 2006.  Personnel expenses increased 10.8% 
YoY. Headcount has increased 14.6% in the same period, totaling 8,691 employees.  Santander 
SuperCaja added 150 new employees to headcount. The 21,7% QoQ decrease in personnel 
expenses was mainly due to seasonal factors and the end of negotiation bonus of Ch$6,622 million 
that was recognized in 4Q 2006 as part of the new collective bargaining agreement.  
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The 10.7% YoY increase in administrative expenses was directly linked to the higher commercial 
activities and the larger distribution network. The 4.5% QoQ decrease in administrative expenses 
was mainly due to seasonal factors.  
 
GAINS (LOSSES) ON FINANCIAL TRANSACTIONS 
 
Smaller mark-to-market and trading results lowers gains from financial transactions 
 
Gains and losses on financial transactions Quarter Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

1Q 2006 
(reclassified) 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Net gain (loss) from trading and mark-to-
market 15,492 22,772 43,307 (64.2%) (32.0%) 
Foreign exchange transactions, net (5,262) (4,460) (19,997) (73.7%) 18.0% 
Gains (losses) on financial transactions3 10,230 18,312 23,310 (56.1%) (44.1%) 
 
In 1Q 2007 the gain on financial transactions totaled Ch$10,230 million compared to Ch$23,310 
million in 1Q 2006 and Ch$18,312 million in 4Q 2006. In both 1Q and 4Q 2006 long-term interest 
rates declined substantially, resulting in high mark-to-market gains. In 1Q 2007 long-term rates 
continued to decline, especially in the 5 to 10 year maturity range, but the Bank “shortened” its fixed 
income position in expectation of rebounding rates in the coming quarters given the positive 
evolution of the Chilean economy, reducing mark-to-market and trading results in the quarter. 
 

Evolution of long-term rates (real terms, %) 

2.93% 3.01%

2.47%
2.54%

3.03%
3.33%

2.57%

3.17% 3.07%
3.17%

2.79%

2.54%

4Q 06 1Q 06 2Q 06 3Q 06 4Q 06 1Q 07

10 yr real int. rate 5yr real rate
 

Source: Central Bank 
 

                                                           
3 For analysis purposes only, we have created the line item: Gains (losses) on financial transactions that is the sum of the net gain (loss) 
from trading, the mark-to-market of financial investment and derivatives, and foreign exchange transactions. The result recorded in foreign 
exchange transactions mainly includes the translation gains or losses of assets and liabilities denominated in foreign currency, but does 
not  include the mark-to-market of FX derivatives. As Santander Chile limits its foreign exchange gap, the results recorded in foreign 
exchange transactions are, for the most part, offset by the mark-to-market of foreign currency forwards. For this reason they are added to 
the net gains (loss) from trading and mark-to-market, which includes the mark-to-market of FX forwards. Therefore, the most important 
items that impacts the line item Gains (losses) on financial transactions are: the net results from mark-to-market of financial investments 
categorized as trading, the mark-to-market of derivatives and hedged items, including hedging for inflation, net results from proprietary 
trading and the results from the sale of derivatives to clients. 
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OTHER OPERATING INCOME/EXPENSES, OTHER INCOME/EXPENSES, PRICE LEVEL 
RESTATEMENT AND INCOME TAX  
 

Other Income and Expenses Quarter Change % 
 
(Ch$ million) 

 
1Q 2007 

 
4Q 2006 

1Q 2006 
(reclassified) 

1Q 07/  
1Q 06 

1Q 07 / 
4Q06 

Sales force expense (5,834) (3,585) (4,042) 44.3% 62.7% 
Other operating expenses, net (4,703) (4,284) (3,728) 26.2% 9.8% 
Total other operating loss, net (10,537) (7,869) (7,770) 35.6% 33.9% 
        
Non-operating income, net  1,051 9,055 (11,016) (109.5%) (88.4%) 
Income attributable to investments in 
other companies  134 (82) 240 (44.2%) (263.4%) 
Losses attributable to minority interest  (540) (41) (65) 730.8% 1217.1% 
Total non-operating results, net 645 8,932 (10,841) (105.9%) (92.8%) 
Price level restatement (2,149) 2,480 2,781 (177.3%) (186.7%) 
Income tax (14,569) (12,516) (12,877) 13.1% 16.4% 
 
Other operating results, net totaled a loss of Ch$10,537 million, increasing 35.6% YoY.  Total sales 
force expenses reached Ch$4,703 million in 1Q 2007 increasing 26.2% YoY, reflecting the strong 
commercial efforts being made in retail banking. Other net operating expenses increased 26.2% 
YoY mainly due to higher expenses related to customer service expenses, which consists primarily 
of expenses related to our call center, expenses paid to third parties for transporting funds for 
corporate customer and expenses relating to our credit card business.  
 
Non-operating income, net totaled a gain of Ch$645 million in 1Q 2007 compared to a loss of 
Ch$10,841 million in 1Q 2006. This difference is mainly due to lower provisions for non-credit 
related contingencies and lower charge-offs of repossessed assets. Compared to 4Q 2006 non-
operating income, net decreased 92.8% as 4Q 2006 figures included a reversal of non-credit related 
contingencies. These contingencies are mainly related to non-credit risks, including non-specific 
contingencies, tax contingencies, legal contingencies and other impairments.  
 
Price level restatement in the quarter totaled a loss of Ch$2,149 million. The Bank must adjust its 
capital and fixed assets for the variations in price levels.  Since the Bank's capital is larger than fixed 
assets, when inflation is positive, the Bank usually records a loss from price restatement and vice-
versa. The inflation rate of +0.20% in 1Q 2007 compared to the deflation registered in 4Q 2006 
(-0.35%) and 1Q 2006 (-0.33%) explains the variation of this result. 
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SHAREHOLDERS’ EQUITY AND REGULATORY CAPITAL 
 
ROAE in 1Q 2007 reached 22.4%. The Bank’s annual dividend increases 19.1% 
 
Shareholders’ equity Quarter ended Change % 
                                                              
(Ch$ million) 

March. 31,  
2007 

Dec. 31,  
2006 

March 31, 
2006 

March 
2007/2006 

March 07/ 
Dec. 06  

Total capital and reserves 1,247,269 961,661 1,093,302 14.1% 29.7% 
Unrealized gain (loss) available for 
sale portfolio (2,272) (1,904) (6,151) (63.1%) 19.3% 
Net Income  72,189 285,582 64,434 12.0% (74.7%) 
Total shareholders’ equity 1,317,185 1,245,339 1,151,585 14.4% 5.8% 
Return on average equity (ROAE) 22.4% 18.3% 22.8%   
 
Shareholders’ equity totaled Ch$1,317,185 million as of March 31, 2007. The Bank’s ROAE in 1Q 
2007, reached 22.4% compared to 22.8% in 1Q 2006 and 18.3% in 4Q 2006.   
 
The Bank’s BIS ratio as of March 31, 2007 reached 14.6% with a Tier I ratio of 10.6%. Banco 
Santander Chile held its annual Ordinary Shareholders’ Meeting on April 24, 2007. During the 
meeting, a dividend of Ch$0.98504643 per share was approved, corresponding to 65% of 2006 net 
income and 19.1% higher than the dividend paid in 2006. Immediately following the payment of the 
dividend the Bank’s BIS ratio should be approximately 13.0% and the Tier I ratio 9.0%. 
 
Capital Adequacy Quarter ended Change % 
                                       
(Ch$ million) 

March. 31,  
2007 

Dec. 31,  
2006 

March 31, 
2006 

March 
2007/2006 

March 07/ 
Dec. 06  

Tier I  1,244,997 959,757 1,087,152 14.5% 29.7% 
Tier II  470,098 458,546 361,713 30.0% 2.5% 
Regulatory capital 1,715,095 1,418,303 1,448,865 18.4% 20.9% 
Risk weighted assets 11,741,425 11,222,348 10,107,478 16.2% 4.6% 
Tier I ratio 10.6% 8.6% 10.8%   
BIS ratio 14.6% 

(13.0% ex-
dividend) 

12.6% 14.3% 
(12.9% ex-
dividend) 
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INSTITUTIONAL BACKGROUND 
 
As per latest public records published by the Superintendence of Banks for March 2007, Banco 
Santander Chile was the largest bank in Chile in terms of loans and deposits. The Bank has the 
highest credit ratings among all Latin American companies with an A rating from Standard and 
Poor’s, A+ by Fitch and an A2 rating from Moody’s, which are the same ratings assigned to the 
Republic of Chile. The stock is traded on the New York Stock Exchange (NYSE: SAN) and the 
Santiago Stock Exchange (SSE: Bsantander). The Bank’s main shareholder is Santander, which 
controls 76.71% of Banco Santander Chile.  
 
Santander (SAN.MC, STD.N) is the largest bank in the euro zone by market capitalization and 
seventh in the world by profit. Founded in 1857, Santander has EUR 833,873 million in assets and 
EUR 1,000,996 million in managed funds, 67 million customers, 10,852 branches and a presence in 
40 countries. It is the largest financial group in Spain and Latin America, and is the sixth largest 
bank in the United Kingdom, through its Abbey subsidiary, and operates in Portugal, where it is the 
third largest banking group. Through Santander Consumer Finance, it also operates a leading 
consumer finance franchise in Germany, Italy, Spain and nine other European countries. In 2006, 
Santander registered 7,596 million euros in net attributable profits, an increase of 22% from the 
previous year. 

In Latin America, Santander manages over US$250 billion in business volumes (loans, deposits, 
mutual funds, pension funds and managed funds) through 4,370 offices. In 2006, Santander 
reported US$1,409 million in net attributable income in Latin America, 29% higher than the prior 
year. 
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