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Securities registered or to be registered pursuant to Section 12(b) of the Act:

Name of each exchange
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Shares of common stock, without nominal (par) value New York Stock Exchange

(for listing purposes only)

Securities registered or to be registered pursuant to Section 12(g) of the Act:
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Securities for which there is a reporting obligation pursuant to Section 15(d) of the Act:

None

Indicate the number of outstanding shares of each of the Issuer s classes of capital or common stock as of the close of the period covered by the
annual report:

Shares of common stock: 68,079,783,605

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.
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THE MERGER

On January 1, 2002, Banco de Chile merged with Banco de A. Edwards in a transaction in which Banco de Chile was the surviving corporate
entity. As used in this annual report, unless the context otherwise requires, references to Banco de Chile relating to any date or period prior to
January 1, 2002 (the effective date of the merger) are to Banco de Chile as it existed prior to the consummation of the merger, and such
references relating to any date or period after January 1, 2002 are to Banco de Chile after the consummation of the merger.

PRESENTATION OF FINANCIAL INFORMATION

We prepare our audited consolidated financial statements in Chilean pesos and in accordance with generally accepted accounting principles in
Chile, or Chilean GAAP, and the rules of the Superintendencia de Bancos e Instituciones Financieras, or the Chilean Superintendency of Banks.
Together, these requirements differ in certain significant respects from generally accepted accounting principles in the United States, or U.S.
GAAP. References to  Chilean GAAP in this annual report are to Chilean GAAP, as supplemented by the applicable rules of the Chilean
Superintendency of Banks. See note 28 to our audited consolidated financial statements contained elsewhere in this annual report for a
description of the material differences between Chilean GAAP and U.S. GAAP, as they relate to us and our consolidated subsidiaries, and a
reconciliation to U.S. GAAP of net income and shareholders equity.

Pursuant to Chilean GAAP, unless otherwise indicated, financial data for all full-year periods through December 31, 2004 included in our
audited consolidated financial statements and in the other financial information contained elsewhere in this annual report have been restated in
constant Chilean pesos of December 31, 2004.

In this annual report, referencesto  $, U.S.$, U.S.dollars and dollars are to United States dollars, references to pesos or Ch$ are to Chilear
and references to  UF are to Unidades de Fomento. The Unidad de Fomento, or UF, is a unit of account which is linked to, and which is adjusted
daily to reflect changes in, the Consumer Price Index. As of December 31, 2004, one UF equaled U.S.$30.93 and Ch$17,317.05. See note 1(c) to

our audited consolidated financial statements. Percentages and certain dollar and peso amounts contained in this annual report have been

rounded for ease of presentation.

This annual report contains translations of certain Chilean peso amounts into U.S. dollars at specified rates solely for your convenience. These
translations should not be construed as representations that the Chilean peso amounts actually represent such U.S. dollar amounts, were
converted from U.S. dollars at the rate indicated in preparing our audited consolidated financial statements or could be converted into U.S.
dollars at the rate indicated. Unless otherwise indicated, such U.S. dollar amounts have been translated from Chilean pesos based on the
observed exchange rate, as described in Item 3. Key Information Selected Financial Data Exchange Rates, reported by the Banco Central de
Chile, or the Central Bank, for December 30, 2004 (the latest practicable date, as December 31, 2004 was a banking holiday in Chile). The
observed exchange rate on June 21, 2005 was Ch$582.55 = U.S.$1.00. The rate reported by the Central Bank is based on the rate for the prior
business day in Chile and is the exchange rate specified by the Chilean Superintendency of Banks for use by Chilean banks in the preparation of
their financial statements. The Federal Reserve Bank of New York does not report a noon buying rate for Chilean pesos.

Unless otherwise specified, all references in this annual report to loans are to loans and financial leases before deduction of allowances for loan
losses, and all market share data presented in this annual report are based on information published periodically by the Chilean Superintendency
of Banks. Non-performing loans include loans as to which either principal or interest is overdue and loans that do not accrue interest.
Restructured loans as to which no payments are overdue are not ordinarily classified as non-performing loans. Past due loans include, with
respect to any loan, the portion of principal or interest that is 90 or more days overdue; the entire outstanding balance of any loan is included in
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proceedings have been commenced. This practice differs from that normally followed in the United States, where the amount classified as past
due would include the total principal and interest on all loans which have any portion overdue. See Item 4. Information on the Company Selected
Statistical Information Classification of Loan Portfolio Based on the Borrower s Payment Performance.

Unless otherwise specified, all references to shareholders equity as of December 31 of any year are to shareholders equity after deducting our
respective retained net income for such year, but all references to average shareholders equity for any year are to average shareholders equity
including our respective retained net income.

Certain figures included in this annual report and in our audited consolidated financial statements have been rounded for ease of presentation.
Percentage figures included in this annual report have not in all cases been calculated on the basis of such rounded figures but on the basis of
such amounts prior to rounding. For this reason, percentage amounts in this annual report may vary slightly from those obtained by performing
the same calculations using the figures in our audited consolidated financial statements. Certain other amounts that appear in this annual report
may similarly not sum due to rounding.

MACRO-ECONOMIC AND MARKET DATA

In this annual report, all macro-economic data relating to the Chilean economy is based on information published by the Central Bank. All
market share and other data relating to the Chilean financial system as well as data on average return on shareholders equity are based on
information published by the Chilean Superintendency of Banks. Information regarding the consolidated risk index of the Chilean financial
system as a whole is not available. Prior to January 1, 2004, the Chilean Superintendency of Banks published the unconsolidated risk index for
the financial system three times yearly in February, June and October. Since that date, this index is determined on a monthly basis by dividing
allowances for loan losses by total loans, based on information provided by the Chilean Superintendency of Banks.

PART1I
Item 1. Identity of Directors, Senior Management and Advisers
Not Applicable.
Item 2. Offer Statistics and Expected Timetable
Not Applicable.
2
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Item 3. Key Information

SELECTED FINANCIAL DATA

The following table presents historical financial information about us as of the dates and for each of the periods indicated. The following table
should be read in conjunction with, and is qualified in its entirety by reference to, our audited consolidated financial statements appearing
elsewhere in this annual report. Our audited consolidated financial statements are prepared in accordance with Chilean GAAP and the rules of
the Chilean Superintendency of Banks, which together differ in certain significant respects from U.S. GAAP. Note 28 to our audited
consolidated financial statements provides a description of the material differences between Chilean GAAP and U.S. GAAP and a reconciliation
to U.S. GAAP of net income for the years ended December 31, 2002, 2003 and 2004 and shareholders equity at December 31, 2003 and 2004.

Under Chilean GAAP, the merger between Banco de Chile and Banco de A. Edwards, which were under the common control of Quifienco S.A.
from March 27, 2001, until the merger January 1, 2002, was accounted for as a pooling of interest on a prospective basis. As such, the historical
financial statements for periods prior to the merger were not restated under Chilean GAAP. Under U.S. GAAP, we were required to restate our
previously issued U.S. GAAP historical financial information to retroactively present the financial results for the merged bank as if Banco de
Chile and Banco de A. Edwards had been combined throughout the periods during which common control existed. Under U.S. GAAP, the
reported financial information for periods presented prior to March 27, 2001 reflects book values of Banco de A. Edwards, which had been
under Quifienco S.A. s control since September 2, 1999. See note 28 to our audited consolidated financial statements.

CONSOLIDATED INCOME
STATEMENT DATA

Chilean GAAP:
Interest revenue
Interest expense

Net interest revenue

Provisions for loan losses

Total fees and income from services, net
Total other operating income (loss), net
Total other income and expenses, net
Total operating expenses

Loss from price-level restatement
Income before income taxes

Income taxes

Net income

Earnings per share(1)

Dividends per share(2)

Weighted average number of shares (in
millions)

U.S. GAAPQ3):
Interest revenue
Interest expense

Table of Contents

At or for the year ended December 31,

2000

2001

2002

2003

2004

2004

(in thousands

(in millions of constant Ch$ as of December 31, 2004, except share data) of U.S.$)
Ch$ 604,436 Ch$ 549,738 Ch$ 714,018 Ch$ 439,422 Ch$ 543,372 U.S.$ 970,602
(378,881) (320,633) (333,472) (209,340) (214,900) (383,867)
225,555 229,105 380,546 230,082 328,472 586,735
(42,101) (48,930) (104,192) (61,612) (73,512) (131,311)
41,109 43,007 78,733 98,251 126,842 226,572
12,771 8,894 (31,621) 98,801 14,509 25916
12,344 13,125 (3,456) 14,239 22,434 40,074
(147,882) (147,748) (256,780) (227,557) (240,302) (429,241)
(10,047) (6,160) (9,934) (4,137) (7,466) (13,336)
91,749 91,293 53,296 148,067 170,977 305,409
(1,647) 1,442 1,194 (14,250) (18,349) (32,776)
90,102 92,735 54,490 133,817 152,628 272,633
2.01 2.06 0.80 1.97 2.28
2.07 2.00 2.07 0.80 2.03
44,932.70 44,932.70 68,079.78 68,079.78 66,932.68
333,028 729,044 736,605 463,551 571,365 1,020,603
(215,821) (425,130) (355,149) (209,251) (218,067) (389,524)

8



Net interest revenue

Provisions for loan losses

Net income

Earnings per share(1)

Weighted average number of total
shares(4)
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117,207
(37,368)
97
(0.0

23,147

303,914
(55,242)
51,517

1.15

57,587

381,456
(110,348)

17,552

0.26

68,080

254,300

(28,094)

133,658
1.96

68,080

353,298

(31,519)

146,912
2.19

66,933

631,079
(56,301)
262,422
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CONSOLIDATED BALANCE SHEET
DATA

At or for the year ended December 31,

2000

2001

2002

2003

2004

2004

(in millions of constant Ch$ as of December 31, 2004, except share data)

(in thousands
of U.S.$)

Chilean GAAP:
Cash and due from banks Ch$ 528,531 Ch$ 562,955 Ch$ 700,267 Ch$ 878,255 Ch$ 890,616 U.S.$ 1,590,869
Financial investments 1,478,121 1,759,103 1,655,261 1,964,232 1,607,273 2,871,001
Loans, net of allowances 3,984,728 3,973,488 6,155,049 6,227,855 6,735,169 12,030,740
Other assets 196,810 193,432 384,305 410,808 416,145 743,342
Total assets 6,188,190 6,488,978 8,894,882 9,481,150 9,649,203 17,235,952
Deposits 3,765,757 3,936,881 5,319,389 5,446,709 5,785,727 10,334,793
Other interest bearing liabilities 1,601,147 1,699,910 2,364,851 2,635,120 2,362,160 4,219,422
Other liabilities 400,805 427,509 570,620 686,253 826,783 1,476,848
Total liabilities 5,767,709 6,064,300 8,254,860 8,768,082 8,974,670 16,031,063
Shareholders equity Ch$ 420,481 Ch$ 424,678 Ch$ 640,022 Ch$ 713,068 Ch$ 674,533 U.S.$ 1,204,889
U.S. GAAP(3):
Financial investments 225,928 1,733,770 1,484,672 1,671,794 1,486,140 2,654,627
Loans, net 2,280,774 5,915,863 5,808,387 5,880,857 6,291,266 11,237,815
Total assets 2,987,107 9,222,042 8,900,762 9,437,600 9,623,775 17,190,531
Total liabilities 2,561,125 8,015,312 7,575,683 8,063,434 8,299,500 14,825,032
Total shareholders equity 425,982 1,206,730 1,325,079 1,374,166 1,324,275 2,365,499
At or for the year ended December 31,

2000 2001 2002 2003 2004
CONSOLIDATED RATIOS
Chilean GAAP:
Profitability and Performance
Net interest margin(5) 4.27% 3.87% 4.52% 2.75% 3.84%
Return on average total assets(6) 1.57 1.44 0.59 1.45 1.59
Return on average shareholders equity(7) 23.68 23.21 8.69 20.01 23.56
Capital
Average shareholders equity as a percentage of total assets 6.62 6.21 6.75 7.22 6.75
Bank regulatory capital as a percentage of minimum regulatory capital 203.86 197.67 218.35 202.71 179.13
Equity as a percentage of total assets 6.50 6.21 6.75 7.22 6.75
Ratio of liabilities to regulatory capital(8) 17.46 18.27 14.10 15.14 17.20
Credit Quality
Substandard loans as a percentage of total loans(9) 5.75 6.28 6.69 5.16 6.51
Past due loans as a percentage of total loans 1.36 1.23 2.35 1.69 1.23
Allowances for loan losses as a percentage of substandard loans(9) 52.52 54.60 52.44 55.56 38.41
Allowances for loan losses as a percentage of past due loans 222.46 278.72 149.07 170.09 181.55
Allowances for loan losses as a percentage of total loans 3.02 343 3.51 2.87 2.23
Past due amounts as a percentage of shareholders equity 16.89 15.26 25.63 18.67 16.23
Table of Contents 10
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Consolidated risk index(10) 2.01 242 3.00 2.36 2.23
Operating Ratios

Operating expenses/operating revenue 52.92 52.58 60.04 53.28 51.15
Operating expenses/average total assets 2.57 2.30 2.76 2.46 2.50
U.S. GAAP:

Profitability and Performance

Net interest margin(11) 2.22 5.12 4.53 3.03 4.13%
Return on average total assets(12) 00% 0.80% 0.19% 1.44% 1.53%
(1) Earnings per share data have been calculated by dividing net income by the weighted average number of common shares outstanding

@

©))

“

&)

©)

@)

®)

®

(10)

amn

(12)

during the year.

Dividends per share data are calculated by dividing the amount of the dividend paid by the weighted average of shares outstanding during
the year.

All U.S. GAAP numbers use Article 9 presentation. All U.S. GAAP figures have been calculated taking into account the U.S. GAAP
adjustments set forth in note 28 to our audited consolidated financial statements.

Common shares outstanding are presented giving effect to the number of shares of the merged bank outstanding during the year. The
aggregate number is calculated based on an exchange ratio of 3.135826 shares of Banco de Chile for each outstanding share of Banco de
A. Edwards. Banco de A. Edwards had 7,381.41 million shares outstanding immediately prior to the merger. For the year ended December
31, 2000, the number of shares represents Banco de A. Edwards outstanding shares presented in terms of Banco de Chile shares using the
exchange ratio discussed above. For the year ended December 31, 2001, Banco de Chile s and Banco de A. Edwards shares have been
combined as of March 27, 2001. For 2004, the weighted average of shares outstanding includes the effect of the repurchase of our shares
during 2004.

Net interest revenue divided by average interest earning assets.

Net income (loss) divided by average total assets.

Net income (loss) divided by average shareholders equity.

Total liabilities divided by bank regulatory capital.

See Item 4. Information on the Company Selected Statistical Information Analysis of Substandard Loans and Amounts Past Due.

The guidelines used to calculate our consolidated risk index were amended in 2004. As a result, our consolidated risk index as of
December 31, 2004 is not comparable to the consolidated risk index presented for preceding periods. See note 1 to our audited
consolidated financial statements.

Net interest revenue under U.S. GAAP divided by average interest earning assets.

Net income under U.S. GAAP divided by average total assets.
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Exchange Rates

As a general matter, prior to 1989, Chilean law permitted the purchase and sale of foreign exchange only in those cases explicitly authorized by
the Central Bank. The Ley Organica Constitucional del Banco Central de Chile 18.840, or the Central Bank Act, liberalized the rules that
govern the purchase and sale of foreign currency. The Central Bank Act empowers the Central Bank to determine that certain purchases and
sales of foreign currency specified by law must be carried out in the Mercado Cambiario Formal, or the Formal Exchange Market. The Formal
Exchange Market is formed by the banks and other entities so authorized by the Central Bank. The observed exchange rate for any given day
equals the average exchange rate of the transactions conducted in the Formal Exchange Market on the immediately preceding banking day, as
certified by the Central Bank. Even though the Central Bank is authorized to carry out its transactions at the rates it sets, it generally uses the
spot rate for its transactions. Authorized transactions by other banks are generally carried out at the spot rate.

Purchases and sales of foreign exchange which may be effected outside the Formal Exchange Market can be carried out in the Mercado
Cambiario Informal, or the Informal Exchange Market. There are no limits imposed on the extent to which the rate of exchange in the Informal
Exchange Market can fluctuate above or below the observed exchange rate. On December 30, 2004 (the latest practicable date, as December 31,
2004 was a banking holiday in Chile), the average exchange rate in the Informal Exchange Market was Ch$556.75 per U.S.$1.00, or 0.55%
lower than the published observed exchange rate of Ch$559.83 per U.S.$1.00.

The following table sets forth the annual low, high, average and period-end observed exchange rate for U.S. dollars for each year beginning in
2000, as reported by the Central Bank:

Daily Observed Exchange Rate Ch$ per U.S.$(1)

Period
Year Low(2) High(2) Average(3) End(4)
2000 Ch$ 501.04 Ch$ 580.37 Ch$ 539.49 Ch$ 572.68
2001 557.13 716.62 634.94 656.20
2002 641.75 756.56 688.94 712.38
2003 593.10 758.21 691.40 599.42
2004 559.21 649.45 609.55 559.83
December 559.66 597.27 576.17 559.83
2005
January 557.40 586.18 574.12 586.18
February 563.22 585.40 573.58 577.52
March 573.55 591.69 586.48 586.45
April 572.75 588.95 580.46 582.87
May 570.83 583.59 578.31 580.20

June(5) 580.62 592.75 587.94 582.55

Source: Central Bank.

(1) Nominal amounts.

(2) Exchange rates are the actual low and high, on a day-by-day basis for each period.

Table of Contents 12
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(3) The average of monthly average rates during the year.
(4) Asreported by the Central Bank the first business day of the following period.
(5) Period from June 1, 2005 through June 21, 2005.

The observed exchange rate on June 21, 2005 was Ch$582.55 = U.S.$1.00. The Federal Reserve Bank of New York does not report a noon
buying rate for Chilean pesos.
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RISK FACTORS

The risks and uncertainties described below are not the only ones that we face. Additional risks and uncertainties that we do not know about or
that we currently think are immaterial may also impair our business operations. Any of the following risks if they actually occur, could
materially and adversely affect our business, results of operations, prospects and financial condition.

We are subject to market risks that are presented both in this subsection and in Item 11. Quantitative and Qualitative Disclosures About
Market Risk.

Risks Relating to our Operations and the Banking Industry

We are involved in ongoing regulatory proceedings that could result in monetary fines.

Beginning in September 2004, the Office of the Comptroller of the Currency, or OCC, and the Board of Governors of the Federal Reserve
System by and through the Federal Reserve Bank of Atlanta, collectively, the Federal Reserve, conducted examinations of our New York and
Miami branches, respectively, to evaluate, among other things, our compliance with the U.S. Bank Secrecy Act and other U.S. anti-money
laundering requirements. As a result of these examinations, on February 1, 2005, we agreed to the issuance of a consent order with the OCC and
a cease and desist order with the Federal Reserve. Pursuant to these orders, we have instituted an action plan which includes the maintenance of
programs geared towards strengthening our compliance with the Bank Secrecy Act and United States anti-money laundering laws. Based on the
press statement issued by the OCC at the time the consent order was entered into, civil money penalties and other sanction are possible, but the
likelihood, extent and amount of such actions cannot be determined at this time. We cannot assure you that these examinations will not have an
adverse effect on our financial condition and results of operations. See Item 8. Financial Information Legal Proceedings.

The growth of our loan portfolio may expose us to increased loan losses.

From December 31, 1999 to December 31, 2004, our aggregate loan portfolio, net of interbank loans (on an unconsolidated basis) grew by
115.4% in nominal terms and 82.4% in real terms to Ch$6,659,839 million. During the same period, our consumer loan portfolio grew by
303.0% in nominal terms and 241.3% in real terms to Ch$691,851 million, each calculated in accordance with the loan classification system of
the Chilean Superintendency of Banks. On a combined basis (combining Banco de Chile and Banco de A. Edwards), from December 31, 1999 to
December 31, 2004, the aggregate loan portfolio of both banks, net of interbank loans (on an unconsolidated basis) grew by 32.0% in nominal
terms and 12.4% in real terms to Ch$6,659,839 million. During the same period, on a combined basis, the consumer loan portfolio of both banks
grew by 136.9% in nominal terms and 100.6% in real terms to Ch$691,851 million, each calculated in accordance with the loan classification
system of the Chilean Superintendency of Banks. Further expansion of our loan portfolio (particularly in the lower-middle to middle income
consumer and small- to medium-sized corporate business areas) may expose us to a higher level of loan losses and require us to establish higher
levels of allowances for loan losses.

Our loan portfolio may not continue to grow at the same or similar rate.

Table of Contents 14
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We cannot assure you that in the future our loan portfolio will continue to grow at historical rates. According to the Chilean Superintendency of
Banks, from December 31, 1999 to December 31, 2004, the aggregate amount of loans outstanding in the Chilean banking system (on an
unconsolidated basis) grew by 49.9% in nominal terms and 26.9% in real terms to Ch$37,349,296 million. A reversal of this rate of growth of
the Chilean economy could adversely affect the rate of growth of our loan portfolio and our risk index and, accordingly, increase our required

allowances for loan losses. See Item 4. Information on the Company Regulation and Supervision and Item 4. Information on the Company
Selected Statistical Information.
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Restrictions imposed by banking regulations may restrict our operations and thereby adversely affect our financial condition and results of
operations.

We are subject to regulation by the Chilean Superintendency of Banks. In addition, we are subject to regulation by the Central Bank with regard
to certain matters, including interest rates and foreign exchange transactions. See Item 4. Information on the Company Regulation and
Supervision. During the Chilean financial crisis of 1982 and 1983, the Central Bank and the Chilean Superintendency of Banks strictly
controlled the funding, lending and general business matters of the Chilean banking industry.

Pursuant to the Ley General de Bancos, or the General Banking Law, all Chilean banks may engage in additional businesses depending on the
risk of the activity and the strength of the bank. The General Banking Law also applies to the Chilean banking system a modified version of the
capital adequacy guidelines issued by the Basel Committee on Banking Regulation and Supervisory Practices, or Basel Committee, and limits
the discretion of the Chilean Superintendency of Banks to deny new banking licenses. There can be no assurance that regulators will not in the
future impose more restrictive limitations on the activities of banks, including us, than those that are currently in effect. Any such change could
have a material adverse effect on our financial condition or results of operations.

We reported a negative cash flow from operating activities for the year ended December 31, 2003, which could have an adverse effect on our
ability to operate in the future.

During 2003, we reported a negative cash flow from our operations. During that year, we invested a large amount of cash in Central Bank
securities in order to meet our technical reserve requirements as a result of higher current account and other demand deposits levels, resulting in
negative operating cash flow. From time to time, we may need to invest large amounts of cash in order to meet regulatory requirements. Given
current low interest rates, our customers tend to maintain deposits in checking accounts and in other demand deposits, which are included in the
technical reserve requirement, which may also result in a need to invest more cash in highly liquid products such as Central Bank securities.
Either or both of these needs may affect our cash flow from operations. We cannot assure you that we will not report a negative cash flow from
operating activities in the future.

Increased competition and industry consolidation may adversely affect our operations.

The Chilean market for financial services is highly competitive. We compete with other Chilean private sector domestic and foreign banks, with
Banco del Estado de Chile, a public sector bank, and with large department stores that make consumer loans to a large portion of the Chilean
population. In 2002, two new private sector banks affiliated with Chile s largest department stores began their operations, mainly as consumer
and medium-sized corporate niche banks. In 2003, a new niche bank oriented at servicing corporations began its operations, and in 2004, two
new retail banks commenced operations. The lower-middle to middle income portions of the Chilean population and the small- and
medium-sized companies have become the target markets of several banks, and competition with respect to these customers is likely to increase.
As a result, net interest margins in these subsegments are likely to decline. Although we believe that demand for financial products and services
from lower-middle to middle income individuals and from small- and medium-sized companies will continue to grow during the remainder of
the decade, we cannot assure you that net interest margins will be maintained at their current levels.

Table of Contents 16



Edgar Filing: BANK OF CHILE - Form 20-F

Table of Conten

We also face competition from non-bank competitors with respect to some of our credit products, such as credit cards and consumer loans.
Non-bank competition from large department stores has become increasingly significant in the consumer lending sector. In addition, we face
competition from competitors such as leasing, factoring and automobile finance companies, with respect to credit products, and mutual funds,
pension funds and insurance companies, with respect to savings products and mortgage loans. Currently, banks continue to be the main suppliers
of leasing, factoring and mutual funds, and the insurance sales business has experienced rapid growth. See Item 4. Information on the
Company Business Overview Competition.

The increase in competition within the Chilean banking industry in recent years had led to, among other things, consolidation in the industry. For
example, on August 1, 2002, Banco Santiago and Banco Santander-Chile, the then-second and third largest banks in Chile, respectively, merged
creating Chile s largest bank. In 2003, Banco del Desarrollo merged with Banco Sudameris and, in 2004, Banco Security merged with Dresdner
Banque Nationale de Paris. We expect the trends of increased competition and consolidation to continue and result in the formation of new large
financial groups. Consolidation, which can result in the creation of larger and stronger banks, may adversely affect our financial condition and
results of operations by decreasing the net interest margins we are able to generate and by increasing our costs of operations.

Our exposure to small businesses and lower-middle income individuals could lead to higher levels of past due loans and subsequent
charge-offs.

Although we historically emphasized banking for large and medium-sized businesses, an increasing number of our corporate customers
(approximately 9.4% of the value of the total loan portfolio at December 31, 2004) consist of small companies (those with annual sales of less
than Ch$300 million) and, to a lesser extent, individual customers (approximately 2.8% of the value of the total loan portfolio at December 31,
2004) in the lower income individuals subsegment (annual income between Ch$1.8 million and Ch$5.4 million). Our strategy includes
increasing lending and providing other services to attract additional lower-middle income individuals and small companies as customers. These
customers are likely to be more severely affected by adverse developments in the Chilean economy than large corporations and high-income
individuals. Consequently, in the future we may experience higher levels of past due loans, which could result in higher allowances for loan
losses. The levels of past due loans and subsequent write-offs may be materially higher in the future. See Item 4. Information on the
Company Business Overview Principal Business Activities.

Our affiliate may be obligated to sell shares of our stock in the public market if we do not pay sufficient dividends.

As of December 31, 2004, Sociedad Administradora de la Obligacion Subordinada SAOS S.A., or SAOS, our affiliate, holds 42.0% of our
shares as a consequence of our 1996 reorganization. The reorganization was partially due to our 1989 repurchase from the Central Bank of
certain non-performing loans that we had previously sold to the Central Bank and later exchanged for subordinated debt without a fixed term.
Under the terms of a repayment obligation in favor of the Central Bank that SAOS assumed to replace the Central Bank subordinated debt,
SAOS may be required to sell some of our shares to the public. See Item 4. Information on the Company History and Development of the
Bank History The 1982-1983 Economic Crisis and the Central Bank Subordinated Debt.

In exchange for assuming the Central Bank indebtedness, SAOS received from SM-Chile S.A., a holding company that controls us and SAOS,
63.6% of our shares as collateral for this indebtedness. As a result of our merger with Banco de A. Edwards, the percentage of our shares held by
SAOS decreased to 42.0%. Dividends received from us are the sole source of SAOS s revenue, which it must apply to repay this indebtedness.
However, under SAOS s agreement with the Central Bank, we have no obligation to distribute dividends to our shareholders. To the extent
distributed dividends are not sufficient to pay the amount due on this indebtedness, SAOS is permitted to maintain a cumulative deficit balance
with the Central Bank that
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SAOS commits to pay with future dividends. If the cumulative deficit balance exceeds an amount equal to 20% of our capital and reserves, the
Central Bank may require SAOS to sell a sufficient number of shares of our stock owned by SAOS to pay the entire accumulated deficit amount.
As of May 2, 2005, SAOS maintained a deficit balance with the Central Bank of Ch$27,905 million, equivalent to 5.4% of our capital and
reserves. As of the same date, Ch$104,155 million would have represented 20.0% of our capital and reserves. If from time to time in the future
our shareholders decide to retain and capitalize all or part of our annual net income in order to finance our future growth, and to distribute stock
dividends among our shareholders, the Central Bank may require us to pay the portion of the net income corresponding to shares owned by
SAOS in cash to SAOS. If we distribute stock dividends and the Central Bank does not require us to pay that portion in cash, the shares received
by SAOS must be sold by SAOS within the following 12 months. The shareholders of SM-Chile will have a right of first refusal with respect to
that sale.

We are unable to determine the likelihood that the Central Bank would require SAOS to sell shares of our common stock or that SAOS will
otherwise be required to sell any stock dividends distributed by us, nor can we determine the number of such shares SAOS may be required to
sell. If SAOS is required to sell shares of our stock in the public market, that sale could adversely affect the prevailing market price of our stock.

Our results of operations are affected by interest rate volatility.

Our results of operations depend to a great extent on our net interest revenue, which represented 69.9% of our operating revenue in 2004.

Changes in market interest rates could affect the interest rates earned on our interest-earning assets differently from the interest rates paid on our

interest-bearing liabilities, leading to a reduction in our net interest revenue. Interest rates are highly sensitive to many factors beyond our

control, including the reserve policies of the Central Bank, deregulation of the financial sector in Chile, domestic and international economic and

political conditions and other factors. Any volatility in interest rates could have a material adverse effect on our financial condition or results of

operations. The average annual short-term interest rate (based on the rate paid by Chilean financial institutions) for 90 to 360 day deposits was

1.94% in 2002, 1.76% in 2003 and 1.07% in 2004. The average long-term interest rate based on the Chilean Central Bank s eight-year duration

bonds was 4.54% in 2002, 3.96% in 2003 and 3.52% in 2004. See Item 5. Operating and Financial Review and Prospects Overview Inflation and
Item 5. Operating and Financial Review and Prospects Overview Interest Rates.

Operational problems or errors can have a material adverse impact on our business, financial condition and results of operations.

We, like all large financial institutions, are exposed to many operational risks, including the risk of fraud by employees and outsiders, failure to
obtain proper internal authorizations, failure to properly document transactions, equipment failures and errors by employees. Although we
maintain a system of operational controls, there can be no assurance that operational problems or errors will not occur and that their occurrence
will not have a material adverse impact on our business, financial condition and results of operations.

Risks Relating to our ADSs

Our principal shareholders may have interests that differ from those of our other shareholders and their significant share ownership may
have an adverse effect on the future market price of our ADSs and shares.

As of December 31, 2004, LQ Inversiones Financieras S.A., a holding company beneficially owned by Quifienco S.A., beneficially owned
approximately 51.57% of our outstanding voting rights. These principal shareholders are in a position to elect a majority of the members of our
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Actions by our principal shareholders with respect to the disposition of the shares or ADSs they beneficially own, or the perception that such
actions may occur, may adversely affect the trading price of our shares on the various stock exchanges on which they are listed and,
consequently, the market price of the ADSs.

There may be a lack of liquidity and a limited market for our shares and ADSs.

We merged with Banco de A. Edwards, a Chilean Bank, effective as of January 1, 2002. Prior to the merger, there was no public market for our
shares outside Chile or for our ADSs. While our ADSs have been listed on the New York Stock Exchange, or NYSE, since the first quarter of
2002, there can be no assurance that an active trading market for our ADSs will be sustained. During 2004, a daily average of 6,237 American
Depositary Receipts, or ADRs, were traded on the NYSE. Although our shares are traded on the Santiago Stock Exchange, the Valparaiso Stock
Exchange and the Chilean Electronic Stock Exchange, the market for our shares in Chile is small and illiquid. At December 31, 2004,
approximately 12.0% of our outstanding shares are held by shareholders other than our principal shareholders, including SM-Chile and SAOS.

If an ADS holder withdraws the underlying shares from the ADR facility, the small size of the market and its low liquidity in general, and our
concentrated ownership in particular, may impair the ability of the ADS holder to sell the shares in the Chilean market in the amount and at the
price and time such holder desires, and could increase the volatility of the price of our ADSs.

You may be unable to exercise preemptive rights.

The Ley Sobre Sociedades Anonimas No. 18,046 and the Reglamento de Sociedades Anonimas, or the Chilean Corporations Law and its
regulations require that whenever we issue new common stock for cash, we grant preemptive rights to all of our shareholders (including holders
of ADSs) to purchase a sufficient number of shares to maintain their existing ownership percentage. Such an offering would not be possible
unless a registration statement under the Securities Act of 1933, as amended, or the Securities Act, were effective with respect to such rights and
common stock or an exemption from the registration requirements thereunder were available.

We may elect not to make a registration statement available with respect to the preemptive rights and the common stock, in which case you may
not be able to exercise your preemptive rights. If a registration statement is not filed, the depositary will sell such holders preemptive rights and
distribute the proceeds thereof if a premium can be recognized over the cost of any such sale.

Developments in other emerging markets may adversely affect the market price of the ADSs and shares.

The market price of the ADSs may be adversely affected by declines in the international financial markets and adverse world economic
conditions. The market for Chilean securities is, to varying degrees, influenced by economic and market conditions in other emerging market
countries, especially those in Latin America. Although economic conditions are different in each country, investors reactions to developments in
one country can affect the securities markets and the securities of issuers in other countries, including Chile. Developments in other countries
may adversely affect the market price of the ADSs.
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In the past, Chile has imposed controls on foreign investment and repatriation of investments that affected an investment in, and earnings
Jfrom, our ADSs.

Equity investments in Chile by persons who are not Chilean residents have historically been subject to various exchange control regulations that
restrict the repatriation of the investments and earnings therefrom. In April 2001, the Central Bank eliminated most of the regulations that
affected foreign investors, although foreign investors still have to provide the Central Bank with information related to equity investments and
must conduct such operations within the Formal Exchange Market. Additional Chilean restrictions applicable to holders of our ADSs, the
disposition of the shares underlying them or the repatriation of the proceeds from such disposition or the payment of dividends may be imposed
in the future, and we cannot advise you as to the duration or impact of such restrictions if imposed.

If for any reason, including changes in Chilean law, the depositary were unable to convert Chilean pesos to U.S. dollars, investors would receive
dividends and other distributions, if any, in Chilean pesos.

We are required to withhold for tax purposes 35% of any dividend we pay to you.

Owners of ADSs are entitled to receive dividends on the underlying shares to the same extent as the holders of shares. Dividends received by
holders of ADSs will be paid net of foreign currency exchange fees and expenses of the depositary and will be subject to Chilean withholding

tax of up to 35% of the dividend, which we will withhold and pay to the Chilean tax authorities. Any dividend distributions made in property

(other than common stock) will be subject to the same Chilean tax rules as cash dividends. See Item 10. Additional Information Taxation Chilean
Tax Considerations.

Risks Relating to Chile

Currency fluctuations could adversely affect the value of our ADSs and any distributions on the ADSs.

The Chilean government s economic policies and any future changes in the value of the Chilean peso against the U.S. dollar could affect the
dollar value of our common stock and our ADSs. The peso has been subject to large devaluations in the past and could be subject to significant
fluctuations in the future. In the period from December 31, 1998 to December 31, 2004, the value of the U.S. dollar relative to the Chilean peso
increased approximately 0.24%, as compared to an 8.2% decrease in value in the period from December 31, 1994 to December 31, 1998.

Chilean trading in the shares underlying our ADSs is conducted in pesos. Cash distributions with respect to our shares of common stock are
received in Chilean pesos by the depositary, which then converts such amounts to U.S. dollars at the then-prevailing exchange rate for the
purpose of making payments in respect of our ADSs. If the value of the Chilean peso falls relative to the U.S. dollar, the dollar value of our
ADSs and any distributions to be received from the depositary will be reduced. In addition, the depositary will incur customary currency
conversion costs (to be borne by the holders of our ADSs) in connection with the conversion and subsequent distribution of dividends or other
payments. See Item 10. Additional Information Exchange Controls.

Table of Contents 23



Table of Contents

Edgar Filing: BANK OF CHILE - Form 20-F

11

24



Edgar Filing: BANK OF CHILE - Form 20-F

Table of Conten

Inflation could adversely affect the value of our ADSs and financial condition and results of operations.

Although Chilean inflation has moderated in recent years, Chile has experienced high levels of inflation in the past. High levels of inflation in
Chile could adversely affect the Chilean economy and, indirectly, the value of our ADSs. The annual rate of inflation (as measured by changes
in the Consumer Price Index and as reported by the Instituto Nacional de Estadisticas, or the Chilean National Institute of Statistics) during the
last five years ended December 31, 2004 and the first five months of 2005 was:

Inflation

(Consumer Price
Year Index)
2000 4.5%
2001 2.6
2002 2.8
2003 1.1
2004 2.4

2005 (through May 31) 1.4%

Source: Chilean National Institute of Statistics

Although we currently benefit from inflation in Chile due to the structure of our assets and liabilities (i.e., we have a significant amount of
deposits that are not indexed to the inflation rate and do not accrue interest while a significant portion of our loans are indexed to the inflation
rate), our operating results and the value of our ADSs in the future may be adversely affected by changing levels of inflation, and Chilean
inflation could change significantly from the current level.

Our growth and profitability depend on the level of economic activity in Chile.

A substantial amount of our loans are to borrowers doing business in Chile. Accordingly, the recoverability of these loans, in particular, our
ability to increase the amount of loans outstanding and our results of operations and financial condition, in general, are dependent to a significant
extent on the level of economic activity in Chile. The Chilean economy has been influenced, to varying degrees, by economic conditions in other
emerging market countries. We cannot assure you that the Chilean economy will continue to grow in the future or that future developments in or
affecting the Chilean economy will not materially and adversely affect our business, financial condition or results of operations. Furthermore,
although our operations (with the exception of our branches in New York and Miami, our trade services subsidiary in Hong Kong and our three
representative offices located in Buenos Aires, Sao Paulo and Mexico City) are currently limited to Chile, we may in the future pursue a strategy
of expansion into other Latin American countries. The potential success of such strategy will depend in part on political, social and economic
developments in such countries.

Chile has corporate disclosure and accounting standards different from those you may be familiar with in the United States.

The accounting, financial reporting and securities disclosure requirements in Chile differ from those in the United States. Accordingly, the
information about us available to you will not be the same as the information available to shareholders of a U.S. company.
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There are also important differences between Chilean and U.S. accounting and financial reporting standards. As a result, Chilean financial
statements and reported earnings generally differ from those that would be reported based on U.S. accounting and reporting standards. See note
28 to our audited consolidated financial statements.
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As a regulated financial institution, we are required to submit to the Chilean Superintendency of Banks unaudited unconsolidated balance sheets
and income statements, excluding any note disclosure, prepared in accordance with Chilean GAAP on a monthly basis. The Chilean
Superintendency of Banks makes this information public within approximately three months of receipt. The Chilean Superintendency of Banks
also makes summary financial information available within three weeks of receipt. Such disclosure differs in a number of significant respects
from information generally available in the United States with respect to U.S. financial institutions.

Chilean disclosure requirements for publicly listed companies differ from those in the United States in some significant respects. In addition,
although Chilean law imposes restrictions on insider trading and price manipulation, the Chilean securities markets are not as highly regulated
and closely supervised as the U.S. securities markets.

Chilean law provides for fewer and less well-defined shareholders rights.

Our corporate affairs are governed by our estatutos, or bylaws, and the laws of Chile. Under such laws, our shareholders may have fewer or less
well-defined rights than they might have as shareholders of a corporation incorporated in a U.S. jurisdiction. For example, our shareholders
would not be entitled to appraisal rights in the event of a merger or other business combination undertaken by us.
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FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements. These statements appear throughout this annual report, including, without limitation,
under Item 4. Information on the Company and Item 5. Operating and Financial Review and Prospects. Examples of such forward-looking
statements include:

projections of operating revenues, net income (loss), net income (loss) per share, capital expenditures, dividends, capital
structure or other financial items or ratios;

statements of our plans, objectives or goals, including those related to anticipated trends, competition and regulation;

statements about our future economic performance or that of Chile or other countries in which we operate; and

statements of assumptions underlying such statements.

Words such as  believe, anticipate, plan, expect, intend, target, estimate, project, potential, predict, forecast, guideline,
and similar expressions are intended to identify forward-looking statements but are not the exclusive means of identifying such statements.

These statements may relate to (1) our asset growth and financing plans, (2) trends affecting our financial condition or results of operations and

(3) the impact of competition and regulations, but are not limited to such topics. Forward-looking statements are not guarantees of future

performance and involve risks and uncertainties, and actual results may differ materially from those described in such forward-looking

statements included in this annual report as a result of various factors (including, without limitation, the actions of competitors, future global

economic conditions, market conditions, foreign exchange rates and operating and financial risks), many of which are beyond our control. The
occurrence of any such factors not currently expected by us would significantly alter the results set forth in these statements.

Factors that could cause actual results to differ materially and adversely include, but are not limited to:

changes in general economic, business, political or other conditions in Chile or changes in general economic or business
conditions in Latin America;

changes in capital markets in general that may affect policies or attitudes towards lending to Chile or Chilean companies;

increased costs;

unanticipated increases in financing and other costs or the inability to obtain additional debt or equity financing on attractive
terms; and

the factors discussed under Item 3. Key Information Risk Factors.
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You should not place undue reliance on forward-looking statements, which speak only as of the date that they were made. This cautionary
statement should be considered in connection with any written or oral forward-looking statements that we may issue in the future. We do not
undertake any obligation to release publicly any revisions to such forward-looking statements after the filing of this annual report to reflect later
events or circumstances or to reflect the occurrence of unanticipated events.
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Item 4. Information on the Company

HISTORY AND DEVELOPMENT OF THE BANK

Overview

Our bank was founded in 1893, and we believe that we have been, for much of our recent history, among the largest and most profitable Chilean
banks in terms of return on assets and shareholders equity. We are engaged primarily in commercial banking in Chile, providing general banking
services to a diverse customer base that includes large corporations, small and mid-sized businesses and individuals.

Our legal name is Banco de Chile, and we are organized as a banking corporation under the laws of the Republic of Chile and are licensed by the
Chilean Superintendency of Banks to operate as a commercial bank. Our principal executive offices are located at Ahumada 251, Santiago,
Chile. Our telephone number is +56 (2) 653-1111 and our website is www.bancochile.cl. Our registered agent in the United States is Banco de
Chile, New York Branch. Its office is located at 535 Madison Avenue, 9th Floor, New York, New York 10022; its telephone number is +1 (212)
758-09009.

We are a full-service financial institution providing, directly and indirectly through our subsidiaries and affiliates, a wide variety of credit and
non-credit products and services to all segments of the Chilean financial market. Our operations are organized in six principal business areas:

large corporations;

middle market companies;

international banking;

retail banking;

treasury and money market operations; and

operations through subsidiaries.
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