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Argentina: The road to sustainable growth

The Argentine economy has grown steadily since 2003. The average annual growth rate
the 20032009 period was of 7,4%. While growth slowed down in 2009 due to the global
crisis, the economy is expected to return to moderately high expansion rates in 2010.
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Argentina: The road to sustainable growth

Argentina has undertaken a sustainable growth process since 2003. Economic expansiol
the past seven years is based on sound macroeconomic fundamentals.

Sound macroeconomic performance

6-year Aver. Annual Real GDP Growth (20@809) 7.4%

7-year Aver. Overall Fiscal Balance (262209) 0.9% of GDP

6-year Aver. Primary Fiscal Balance (2602609) 3.4% of GDP

6-year Aver. Current Account Balance (262309) 3.4% of GDP

International Reserves (June 2010) US$ 50 billion

Currency Rate Regime Managed Float
Other key indicators

2009 Nominal GDP (US$) 301 billion/ 7,511 per cap

Population (estimated for 2009) 40.1 million

Poverty (2H09) 13.2%

Unemployment Rate (4Q09) 8.4%

Main Trading Partners Brazil, USA, China, Chile

Source: ProsperAr based on Ministry of Econom
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Sustained growth and twin surpluses
The 20032009 expansionary period was accompanied by unprecedented twin surpluses.

Sustained Growth and Twin Surpluses
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According to the IMF, Argentina is one of the few countries in LATAM to maintain current account
surplus in 2008-2011

Source: Ministry of Econom
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Reserve accumulation and competitive exchange rate

A competitive nominal rate, under a managed float regime, boosted production and

employment.

International Reserves & .
ARS/US$ Nominal Exchange Rate Real Exchange Rate (using CPI as Deflator)

3.87 39

50,000+

40,000+

30,000+

US$ mr

20,000+

10,000+

N O o ®m < n , © ® o0 ® , O
§29332 353882 5355283 533
T 3835838828388 283838%
s »nuw ™A 0220 Oggn'ﬁg o s

International Reserves (left axis) —— Exchange rate (right axis

T 4.00

T 3.75

T 3.50

T 325

- 3.00

T 275

T+ 2.50

T 225

2.00

3.5

3.0 4

2.5 A

2.0 A

1.5 1

1.0 A

0.5 -

0.0

Multilateral Real exchange rate
— ™ o N~ (o] — (9] Lo N~ (o2}
CID 0? » 0? (o2} o o C|> o o
c c c c c c c c c c
] © © ] ] © © ©
Law] Law] Law] Law] - Law] Law] Law] Law] Law]

U  Unprecedented accumulation of International Reserves reaching 15.4% of GDP.
U  Multilateral Real Exchange Rate has followed a stable path after the 2002 devaluation, at a higher leve

than in the previous decade.

U 2009 depreciation of the Peso was driven by the appreciation of the Euro and Brazilian Real against U

dollar.

Source: Ministry of Econom
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Lower debt levels

The 2005 debt exchange and the extraordinary economic growth of the last seven years,
combined with fiscal results achieved since 2003 helped to reduce the Debt to GDP ratio
166% in 2002 to 49% in 20009.

Total Gross Public Debt National Public Sector External Debt
(excludes holdouts after 2005) (excludes holdouts after 2005)
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U  The National Public Sector External Debt decreased not only as a percentage of GDP (18.2% in
2009), but also as a share of exports (82.5%) and International Reserves (114.7%)

Source: Ministry of Econom
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Domestic investment

Domestic investment grew steadily since 2003 and reached rdugtdlevels in 2008 (23,1%).
In 2009, investment contracted in Argentina in line with rest of the world. Domestic investr
began to experience a significant recovery in the first quarter of 2010.

Gross Fixed Capital Formation (GFCF) as % of GDP

(in current and constant prices) wlnvestment grew 9.1% in 2008 but

declined by 10.2% in 2009 in line with
declines worldwide. Already in Q4 2008,

25 - 24.2
’ 234 26 233231 GFCF fell by 2.6%, the first decline since
215 1.6
20.9 20.6 Q12003
20 | 19.2 19.8
7.7
151 wlnvestment contracted by 9.8%
15 - guid.3 worldwide and by 13.6% in Latin

America in 2009 (WB estimates 2010).

10 -
wln spite of the crisis, the investment rate
in Argentina in 2009 remained around

5 1 its historical average 1952008 and
remained above that of other episodes
of recent crisis (1990, 2002).
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B GFCF/GDP current prices B GFCF/GDP constant prices wDomestic investment beganto
experience a significant recovery in the

first quarter of 2010.

Source: ProsperAr en based on INREE Prospects for the Global Economy, World
Bank, 2010
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Positive savingsnvestment balance

Argentina has transitioned from a foreigimanced, consumptiowriven model, to a high
saving, highnvestment model.

Consumption and its financing Savings and investment
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Under this new model the country follows a more sustainable growth path and is Iess vulnerable to
SEGSNYIf aKz201axz SaLlSoAalrtfte (Gkz2as (Kl YI (i
as during the 1997 Asian crisis or as during the global financial and economic crisis.

Fuente: ProsperAr en base a INDERbdrick
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Foreign Direct Investment (FDI)

FDI grew at an annual average rate of 43% from its 2003 level to reach US$ 9726 million i
2008. In 2009 FDI to Argentina contracted in line with FDI flows to the region and the rest
the world as a consequence of the global crisis.

Foreign Direct Investment (FDI

(million of US$) oDl inflows to Argentina fell

by 50% in 2009 decline
consistent with the contraction
e 0418 Total FDI in Latin America and the

W FDI net of priv and 9.726 Caribbean-41%) and
worldwide ¢39%).FDI to the
two largest economies in Latin
America, Brazil and Mexico,
dropped 50% and 41%,
respectively in 2000/NCTAD).

Average:
US$ 4.870**

4. 421
7

uHowever, the 2009 level
(US$4895 million) remains
above the 1990s average of FDI
* The extraordinary amount of FDI received in 1imﬂ@wsnepofzplrivatizatioms) i s

purchase of oil and gas company YPF, the largest company in the country. This

unique operation accounted for more than 60% of FDI flows that year and included

the purchase of outstanding shares still held by the public sector and the associated

purchase of YPF&6s publicly traded shares dispersed among minority shar
** Figure corresponding to average annual inflows net of privatizations and net of

1999 Repsol s associated purchase of YPF publicly traded shares.

Source: ProsperAr based on INDEC
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Open to FDI

According to OECD, Argentina is the least restrictive country in the region when it comes

FDI Restrictiveness Index by country 2010

0.45 Four types of
Closed=1  Open= measures are covered
by the FDI
Restrictiveness Index:
(i) foreign equity
restrictions, (i)
screening and prior
approval requirements,
(iii) rules for key
personnel, and (iv)
other restrictions on
the operation of
foreign enterprises.
The highest score for
any measure is 1 (the
measure fully restricts
foreign investment )
and the lowest is 0
(there are no
regulatory
impediments to FDI).

Source: ProsperAr based on OECD
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New Investments

Notwithstanding the global crisis, several companies have reaffirmed their investment
commitments in Argentinanotivated by attractive and profitable business opportunities

Investment announcements (2009)
Greenfield: US$ 28,228 million
M&As: US$ 3,022 million
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Source: Prosperar Investment Announcements Database
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