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Corporacion Nacional del Cobre de Chile
Annual Update

Summary Rating Rationale

As a government related Issuer ("GRI"), CODELCO's A3 foreign currency rating is based upon
the following inputs: (i) the company s baseline credit assessment (BCA) at ba2, a measure
of its intrinsic risk regardless of its controlling entity; (i) the Chilean Government's Aa3 bond
rating; and (iii) our assumptions of high support from the government of Chile and high
dependence between CODELCO and the government. The government support provides five
notches of uplift to CODELCO's BCA.

The BCA incorporates the large investment requirements to increase production and improve
falling ore grades, which we anticipate will continue to require that the company issue debt
to fund the capital spending over the next several years -- even considering the law enacted
in October 2014 by the Chilean Congress that allows for a USD 4 billion capitalization

plan of CODELCO. We estimate capital expenditures for major projects identified as under
construction or in the feasibility stage, such as Chuquicamata, El Teniente and Andina, to be
between USD 3-4 billion over 2017-18. Nonetheless, we also see the company's investment
plans, combined with the aforementioned competitive cost position and production levels,
as important supporters of performance over the medium to longer-term, despite ongoing
pressures.

CODELCO's adjusted leverage as measured by the debt/EBITDA ratio was at 10.1x for the
twelve months ended September 2016 -- the increase being largely explained by a still

weak pricing environment during the period, but by higher debt levels as well. We expect
performance through 2017 to continue at lower EBITDA levels and a more elevated leverage
position in comparison to previous years (2011-2014). The execution of the capital increases
by the Chilean government and the allowance for profit retention will be an important factor
to reduce the need for further debt issuances.

CODELCO's ba2 BCA also reflects its position as the world's largest copper producer
(approximately 1.72 million metric tons in the last twelve months ended in September

30, 2016, excluding its share of £l Abra and Anglo American Sur) and the second largest
molybdenum producer, its competitive cost position (currently positioned at the second
industry quartile) and its substantial reserve base of approximately 70 years at current
production levels. The company's multiple mine operating profile, which reduces the degree
of operational risk, together with its vertical integration, which encompasses SX/EW and
conventional smelting facilities, further support its BCA ranking. This footprint contributes to
robust operating performance in a strong copper market and acceptable performance during
cyclical downturns.
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Credit Strengths
»  Strong business profile, as the largest copper producer globally, significant molybdenum production, long lived reserve base

»  Multiple mine profile diversifies risk of operating problems

Credit Challenges
»  Margins pressured by weaker copper prices compared to historical periods

»  Significant debt increases to fund strategic growth partly mitigated by owner's capitalization and profit retention

Rating Outlook

The negative outlook reflects our expectations for reduced earnings and tightening debt protection metrics (compared to historical
periods) as a result of slowing growth rates in China, a major copper consumer, and in developed countries. The weaker demand levels
and economic concerns contributed to average copper prices falling about 20% in 2015, a trend that continues since 2011-12. Despite
the recovery observed in late 2016/early 2017, prices remain well below levels observed in 2012-14. Moreover, the lower earnings
expectations come at a time when CODELCO's capital expenditures are expected to remain at high levels and will be partly covered
with increased debt issuances.

Factors that Could Lead to an Upgrade

Upside adjustment to the rating is unlikely due to the company's ongoing reinvestment requirements and the expectation for increased
leverage in a business that will continue to exhibit variability in copper supply and demand balances, copper price volatility and input
cost challenges. Still, upward pressure on the ratings or outlook could be considered if copper prices improve significantly, easing
existing pressure on metrics. An upward rating movement would require that CODELCO maintains a strong liquidity position, reduce
debt levels, with interest coverage metrics (EBIT/interest expense) staying above 3.5x times, at a minimum.

Factors that Could Lead to a Downgrade

The ratings could suffer negative pressure should earnings contract for a prolonged period, causing a sustainable period of EBIT margins
below 7%, and CODELCO is not able to maintain costs at the levels currently observed. A downgrade could be considered if leverage
ratio (total adjusted debt to Ebitda) does not evidence a trend back to 3.5x on a sustainable basis over the long-term. A marked
deterioration in the company's liquidity position could also precipitate a downgrade. Any indication of a decline in the level of support
from the government of Chile would also put downward pressure on the company's ratings.

Key Indicators

Exhibit 1
Corporacion Nacional del Cobre de Chile

9/30/2016(L) 12/31/2015 12/31/2014 12/31/2013 12/31/2012
Revenues (USD Billion) $11.1 $11.7 $13.8 $15.0 $15.9
EBIT Margin -6.0% -2.0% 14.1% 19.4% 44.5%
Return on Average Tangible Assets -1.8% -0.7% 5.5% 8.6% 26.0%
EBIT/ Interest Expense -1.0x -0.4x 4.2x 6.3x 15.4x
Debt / EBITDA 10.1x 8.2x 3.7x 2.8x 1.3x
Debt / Total Capital 58.5% 56.9% 49.7% 46.3% 43.1%
(CFO - Dividends) / Debt 15.2% 17.8% 16.2% 15.4% 13.6%

All ratios are based on 'Adjusted' financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations.
Source: Moody's Financial Metrics™

Detailed Rating Considerations
LARGEST GLOBAL COPPER PRODUCER WITH LONG-LIVED RESERVE BASE

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the ratings tab on the issuer/entity page on
www.moodys.com for the most updated credit rating action information and rating history.

I E——————————————
2 27 March 2017 Corporacion Nacional del Cobre de Chile: Annual Update



MOODY'S INVESTORS SERVICE CORPORATES

With reserves of approximately 51.0 million tons of fine copper - representing roughly 7% of reserves globally - CODELCO has about
30 years of productive capacity at current levels, which is seen as an important determinant in a company's ongoing operating profile
and ability to continue to perform. Considering the reserve position held and the various projects in process and under evaluation,
CODELCO is expected to maintain production going forward offsetting the impact of declining grades and relatively flat production
levels by maintaining its investment program to develop these reserves.

Codelco produced 1.7 million tons in the 12 months through September 2016, excluding its shares of joint ventures with El Abra and
Anglo American Sur, and was also the world's second-largest molybdenum producer. The company has a 10% share in the global
copper production and reported net revenues of USD 1111 billion in the 12 months through September 2016.

In addition to its wholly-owned mines, the company, through a joint venture with Mitsui & Co. Ltd (Mitsui, (P)A3, Negative), owns a
29.5% interest in Anglo American plc's (Anglo American, Bal, Positive) subsidiary Anglo American Sur (Anglo Sur, Unrated); Mitsubishi
Corporation (Mitsubishi, A2, Negative) also has an interest in Anglo Sur. Besides, CODELCO has a 49% interest in El Abra, a joint
venture with Cyprus El Abra Corporation (Cyprus, Unrated), a subsidiary from Freeport-McMoRan Inc. (Freeport, B1, Positive).

WEAK CREDIT METRICS DUE TO LOW COPPER PRICES AND HIGH CAPEX REQUIREMENTS

Weakening economic conditions, which have been evident since late 2012, continue to constrain copper prices and, consequently, the
operating performance of copper mining companies such as CODELCO. For the 12 months ending September 30, 2016, CODELCO's
EBIT (including Moody's standard accounting adjustments) was negative (USD 664 million) - versus USD 7 billion during fiscal-year
2012. Mitigating the weaker price environment and lower molybdenum prices which serve as a by-product cost credit, are declining
production, fuel, and labor costs. The company's average cash cost of USD 1.27/lb through September 2016 is down 7.7% from prior
year due to lower input prices and intensification of cost control programs. We expect cash costs to remain stable or slightly increase in
2017, as fuel and energy costs will likely be higher compared to 2016.

Even though we believe that the extreme price deterioration for base metals has likely bottomed, we don't expect a material
improvement over the next 12-18 months as there has been no material change in supply-demand fundamentals. Spot LME prices for
copper averaged USD 2.21/lb in 2016, roughly a 39% decline over 2012 average levels. During 2017, average copper prices reached
USD 2.65/lb, a 20% increase over 2016's average levels. However, we see no broad based catalyst for material improvement and
believe price risk remains to the downside given the slower economic growth in China - we expect GDP growth in China to decline
from 6.7% in 2016 to 6.3% in 2017 and 6% in 2018. Accounting for roughly 40% of global copper demand, China remains a key driver
in the behavior of prices in the copper markets. Metal price recent improvements from the lows reflect the favorable impact of various
Chinese government stimulus actions taken to offset the decelerating GDP trajectory, including easing of credit, reduction in reserve
requirements, and increased infrastructure spending. Supply disruptions caused by strikes have helped support copper prices.

The copper downturn hit Codelco’s credit metrics harder also given the company’s aggressive growth strategy. For the 12 months
through September 2016, Codelco's adjusted EBITDA declined to USD 1.7 billion—which compares to USD 4.1 billion in 2014.
Persistently low copper prices, and the fact that Codelco pays 100% of its net income to the Chilean treasury through dividends,
income and export taxes and royalties have forced it to continuously raise debt to fund its capital spending. Adjusted leverage, in turn,
went from 1.3x in 2012 to 10.1x in September 2016. We do expect leverage to moderate to levels around 6x-7x in 2017-18, considering
copper prices around Moody's medium-term range of USD215-$2.40/1b.

DEBT BALANCES WILL CONTINUE TO INCREASE TO SUPPORT SUBSTANTIAL CAPITAL SPENDING

CODELCO has relatively aggressive spending plans over the next several years to maintain and improve its production profile, reverse
falling ore grades, and consequently maintain a solid profitability profile. Spending figures are expected to remain relatively high in the
coming years. We estimate capital expenditures for major projects to be around USD 3.5 billion per year over the 2017-2018 period.
Over the next several years, spending will be prioritized towards developing the company's key structural projects.

The Chuquicamata Underground project construction advances (about 41% completed) and it is expected to be operating in 2019,
while the Andina Reallocation, which is key to enable future expansion, is about 30% completed and expected to be under operation
in 2020. The El Teniente project will likely be completed by 2023, and incremental production levels will offset declining production.
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CODELCO is also investing and adapting its operation to the new emission standards for smelters, required to be completed by
the end of 2018. In late 2016, CODELCO has announced changes in its capital spending strategy, with a budget of USD 18 billion
for (2016-2020), down from USD 25 billion, and moving to a sequential development strategy, rather than a simultaneous project
development strategy.

These investments remain necessary to strengthen the longer term viability of the company's mining assets. As CODELCO's cash flows
available for investment is effectively limited to depreciation and other non-cash add backs due to the paying out of its income to the
Chilean Treasury, further increases in debt are likely to support the capital investments over the next several years, but the required
amounts will depend upon what levels of profit retention the government agrees and the implementation of the capitalization.

This is in line with the recent trend of higher leverage ratios, with total adjusted debt to EBITDA reaching 10.1x for the 12 months
ending September 30, 2016 from 1.3x in 2012, and interest coverage (measured by EBIT to interest) declining to -1.0x from 15.4x

in the same period. Our metrics include a roughly USD 743.7 million non-recourse loan with Japan's Mitsui, which Codelco received
a loan from Mitsui to finance the acquisition of the Anglo Sur stake. The Mitsui loan is non-recourse to Codelco. As per Moody's
methodologies, this amount is reflected in Moody's credit metrics as it is consolidated in CODELCO's financial statements. We view
the investment in Anglo Sur as providing CODELCO with an interest in low cost, long-lived mines with attractive cash cost positions
and development growth potential with no incremental increase in debt.

LIMITED FREE CASH FLOW FOR DEBT REDUCTION

CODELCO's free cash flow generation is limited because of the high dividend payout required to the Chilean Treasury and the relatively
high level of capital expenditures to fund strategic growth initiatives. The company essentially pays 100% of its net income to the
Chilean treasury through dividends, income and export taxes and royalties. The importance of CODELCO to the Chilean economy and
the requirement that the annual budget presented include interest and debt payment requirements are key elements mitigating the
negative free cash flow as a consequence of the large government take, dividends and large capital expenditures.

The Chilean government has consistently demonstrated its support to CODELCO, having done so usually by direct capital injections or
by allowing for profit retention. Profit retentions in the amount of USD 200 mm and USD 225 million have been approved in June 2014
and 2015, respectively. In October 2014, Congress approved a USD 4 billion multi-year (2014-2018) capitalization bill (Law n2 20.790),
which further reinforces CODELCO's importance to the Chilean economy and the company's significant needs for capital investments,
besides easing the pressure from weaker copper prices on its credit metrics. In October 2015, the government authorized USD 600
million in capital increase as part of the capitalization. On December 1, 2016, the Chilean government announced a USD 975 million
capitalization. Part of the proceeds (USD 500 million) had already been authorized by the capitalization law, whereas about USD 475
million would come from the resources of Chile's Copper Reserve Law (Ley Reservada del Cobre n2 13.196). In January 2017, President
Michelle Bachelet enacted the authorization to proceed with USD 475 million transfer, which will likely be available to CODELCO
during TH17.

Although Government support for CODELCO's financing requirements helps mitigate the degree of direct financing that CODELCO
will need to raise and demonstrates the importance of the development of these projects to the strategic growth of CODELCO over
the medium to longer term, we still expect CODELCO to need to fund part of its capital spending requirements with debt in the next
years.

Liquidity Analysis

CODELCO's adequate liquidity is supported by internally generated funds and an average cash balance of USD 1 billion in the past
few years. In the end of September 2016, cash balance was USD 576 million, reflecting the company's weaker cash generation amid
challenging market condictions, but still high capex requirements, which led to persistent negative free cash flow generation.

The company has no committed revolving credit facilities that would provide alternative liquidity, but solid access to bank debt and
capital markets. In 2015, CODELCO issued USD 2 billion 10-year bonds as part of the company's liability management strategy. In
October 2015 the company received USD 600 million from a total of USD 4 billion multiyear (2014-2018) capitalization approved
in 2014, partially reducing the need of additional debt. On August 2016, CODELCO raised approximately USD 406 million in local

I
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notes in Chile, and proceeds were partially directed for liability management. Both issuances helped lengthened CODELCO's debt
amortization schedule and improve its liquidity profile.

Besides, the USD 4 billion multi-year 2014-2018 capitalization bill, approved by Congress in October 2014, continues to further
reinforce CODELCO's liquidity. To date, CODELCO has received USD 11 billion in proceeds from the capitalization program (2015-16).
CODELCO will also receive USD 475 million out of the resources of Chile's Copper Reserve Law (Ley Reservada del Cobre) in 2017,
supported by an authorization enacted by President Bachelet.

Profile

Headquartered in Santiago, Chile, Corporacion Nacional del Cobre de Chile (CODELCO) is 100% owned by the Chilean State and is the
largest producer of copper globally, holding an approximate 10% share of mined copper production. The company also ranks as one of
the top two global molybdenum (moly) producers (as a by-product of copper production) with a market share of approximately 10%.
Operating through seven mining divisions, Chuquicamata, Radomiro Tomic, Ministro Hales, Andina, El Teniente, Salvador, Gabriela
Mistral, and Ventanas (refinery), CODELCO's operations include several world class mines from a reserve, production capacity, and cost
perspective, as well as smelting and refining capability. In addition, CODELCO owns 49% of the El Abra mining operation in Chile and
is part of a joint venture with Mitsui & Co. Ltd that owns a 29.5% interest in Anglo American Sur - and CODELCO owns, through this
joint venture, 20% of Anglo American Sur. Revenues for the 12 months ending September 30, 2016 were around USD 11.1 billion.

5
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Rating Methodology and Scorecard Factors
MAPPING TO RATING METHODOLOGY GRID

CODELCO's ownership by the Chilean State and the required 100% payout of net income, together with the export, royalty and
income taxes paid results in the company's financial profile not being directly reflected in Moody's rating methodology grid for the
global mining industry.

Exhibit 2
Corporacion Nacional del Cobre de Chile

Current Moody's 12-18 Month Forward View

Mining Industry Grid [1][2] LTM 9/30/2016 As of 3/23/2017 [3]
Factor 1 : Scale (20%) Measure Score Measure Score

a) Revenues (USD Billion) $11.1 Baa $10.5
Factor 2 : Business Profile (20%)

a) Business Profile Ba Ba Ba Ba
Factor 3 : Profitability and Efficiency (15%)

a) EBIT Margin (3 Year Avg) 71% Ba 2.3% B

b) Return on Average Tangible Assets (3 Year Avg) 2.5% B 0.7% Caa
Factor 4 : Leverage and Coverage (35%)

a) EBIT / Interest Expense (3 Year Avg) 1.7x B 0.5x Ca

b) Debt / EBITDA (3 Year Avg) 5.3x B 7.2x Caa

c) Debt / Total Capital 58.5% Ba 55.3% Ba

d) (CFO - Dividends) / Debt (3 Year Avg) 13.5% B 9% Caa
Factor 5 : Financial Policy (10%)

a) Financial Policy Ba Ba Ba Ba
Rating:

a) Indicated Rating from Grid Ba2 B1

b) Actual Rating Assigned A3

Government-Related Issuer Factor

a) Baseline Credit Assessment ba2

b) Government Local Currency Rating Aa3

c) Default Dependence High

d) Support High

e) Final Rating Outcome A3

All ratios are based on 'Adjusted’ financial data and incorporate Moody's Global Standard Adjustments for Non-Financial Corporations. This represents Moody's forward view; not the view
of the issuer; and unless noted in the text, does not incorporate significant acquisitions and divestitures.
Source: Moody's Financial Metrics™

Ratings
Exhibit 3
Category Moody's Rating
CORPORACION NACIONAL DEL COBRE DE CHILE
Outlook Negative
Senior Unsecured A3

Source: Moody's Investors Service
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