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ARGENTINA: NEW PRESIDENT

NEW OPPORTUNITIES
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Argentina: 

New President, New Opportunities

Argenina’s new president-elect Mauricio 
Macri is set to usher in a new era ater 12 
years of letist government. He takes power 
on 10 December, 2015. Markets expect that 
President Macri will setle a lawsuit with 
holdout creditors, return the country to in-
ternaional capital markets, and promote 
growth.

Mauricio Macri is a businessman and poli-
ician who breaks with Argenina’s Peronist 
past. He is inheriing a broken economy 
from the previous administraion, and has 
laid out plans to unify the currency, disman-

tle capital controls and import and export 
restricions, and tackle corrupion. 

The next six months will likely see increased 
volaility, with medium and long term growth 
to follow. DCDB Research has ideniied the 
following industry sectors as investment op-
portuniies: 

      • Agribusiness

      • Energy & Renewables

      • Banking & Finance

      • Infrastructure, Transportaion, &  
 Logisics

      • Mining & Resource Extracion 
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Meet Mauricio Macri:

Argentina’s New President

Mauricio Macri is a businessman and poliician. He 
has been Mayor of the City of Buenos Aires since 
2007, and is known for market friendly policies. 

Mauricio Macri is a businessman who doesn’t it 
the usual Argenine poliician proile. He holds a 
civil engineering degree from the Catholic Univer-
sity of Argenina. Before shiting into poliics, he 
worked for several private companies including 
SIDECO Americana construcion company, Ciibank 
Argenina, and Sevel Argenina automobile manu-
facturing company. In 1991, he was kidnapped and 
held for ransom for 12 days by corrupt police oi-
cers. Macri gained public recogniion in 1995 when 
he was elected president of one of the most popu-
lar football clubs in Argenina, Boca Juniors and led 
them to win several internaional itles.

Macri irst entered poliics in 2003 when he ran for 
Mayor of Buenos Aires City, represening the “Com-
mitment for Change,” party he created the same 
year. Despite winning in the irst round, he lost in 
the runof elecions. Two years later he created the 
Republican Proposal (PRO) party — which he cur-
rently leads— and successfully ran for a seat in Con-
gress. Macri was inally elected Mayor of Buenos 
Aires City in 2007, and then reelected in 2011. Mau-
ricio Macri was elected President of the Republic of 
Argenina on 22 November 2015 in a runof elecion 
in which he defeated Peronist Victory Front Candi-
date Daniel Scioli by a margin of 51.4% - 48.6%

Argentina’s Economy Under 

President Macri

Macri is inheriing a broken economy with serious 
problems that must be addressed immediately. 
These problems consist of:

      • Persistent high inlaion esimated to be 25  
 percent annually

      • A depreciaing currency (Argenine peso  
 ARS)

      • Muliple parallel unoicial exchange rates

      • Low and diminishing reserves in the Central  
 Bank (BCRA) at a nine year low and esimat 
 ed to be illiquid

      • Fiscal deicit 

      • High taxes and non-tarif licensing schemes  
 restricing exports

      • Muliple, complex currency controls restrict 
 ing access to foreign currency

      • Imports restricted to almost zero due to  
 lack of foreign currency

      • Insurance companies and private banks  
 who have been forced to liquidate foreign  
 currency and asset holdings

      • Public insituions including the Central  
 Bank (BCRA) and the state pension fund  
 (ANSES) have been used to inance the is 
 cal deicit

      • The country is in technical default ater re 
 fusing to pay holdout creditors (termed  
 “vulture funds”) ater losing a drawn out  
 court case in the United States

Macri has vowed to tackle these muliple economic 
problems while keeping intact many elements of 
his predecessor’s welfare state. He has stated that 
rather than one Economy Minister, he will designate 
a cabinet of six economic experts and emphasize 
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an independent Central Bank. His economic team 
plans to recover between 65 and 80 percent of the 
taxes lost from export tarifs via other taxes, includ-
ing income tax and the VAT (“IVA”).

His irst challenges will be to dismantle the elabo-
rate system of capital controls, liberalize the coun-
try’s import/export regime, negoiate a setlement 
with holdout creditors, and address the muliple 
cases of high level corrupion amongst outgoing 
public oicials.

Unwinding Capital Controls & 

Import Export Restrictions

Beginning in 2011, Argenina imposed a series of 
currency and related import/export controls to pro-
tect foreign currency reserves. These controls have 
created muliple parallel rates that exceed the of-
icial rate by a margin between 40 and 60 percent. 
These policies originate from the tax collecion 
agency (AFIP) as well as the Central Bank (BCRA), 
and impact individuals, companies, and inancial in-
situions including banks. 

INDIVIDUALS

To purchase dollars or other foreign currencies, in-
dividuals must have a permit from the tax collecion 
agency (AFIP). This consists of iling an online form 
seven days or less prior to planned travel to buy 
dollars to travel abroad, receiving authorizaion to 
purchase heavily taxed and limited “savings dollars” 
from the bank, paying 35 percent on any credit card 
payment made overseas, and receiving approval for 
the purchase of overseas assets.

The Central Bank only allows individual travelers 
to receive the currency of the desinaion country 
rather than US dollars for travel to the Eurozone 
and other Lain American countries, and debit card 
purchases overseas are limited to those with a for-
eign currency account.

Reired persons with pensions in foreign currency 
are unable to receive their payments in dollars; in-
stead these payments are converted into Argenine 
pesos at the individual rate. Customs also seizes and 
inspects all packages, cuing Argenines of from in-
ternaional shipping opions.

COMPANIES 

Agribusinesses are not able to emit electronic in-
voices in US dollars to sell their products overseas. 
All exporters have 90 days to repatriate all foreign 
currency earned from the sale of goods abroad via 
the Central Bank (BCRA), where it is automaically 
converted to local currency (ARS) at the prevailing 
oicial rate. Exporters of agricultural products are 
charged an addiional export duty, up to 35 percent 
for the case of soy exports. Companies must receive 
Central Bank approval to pay for imports, as well as 
to pay service providers overseas, distribute proits, 
or send money out of the country.

BANKS AND FINANCIAL INSTITUTIONS 

Bank access to foreign currency was systemai-
cally and increasingly ightened over the past ive 
years. Banks must report dollar purchases to the tax 
agency 10 days in advance and seek preapproval for 
graning mortgage credits, all of which must be in 
local currency (Argenine pesos). Permited bank-
ing reserves have fallen over and over to force liq-
uidaion of dollars in the local market. No foreign 
exchange houses can operate in airports or other 
ports. Banks, inancial insituions, and insurance 
companies are restricted from buying and holding 
assets in foreign currency. The securiies regulator 
(CNV) requires that investment funds value foreign 
assets at the oicial rate rather than prevailing mar-
ket rates.

Macri’s administraion is expected to prioriize uni-
fying the currency rapidly by devaluing the oicial 
rate to be equal prevailing market levels, near 15 
ARS/USD as opposed to the current oicial rate of 
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10 ARS/USD. He will then prioriize dismantling the 
capital controls afecing importers and exporters. 

Export Tariffs

The outgoing administraion enforced high export 
tarifs on commodiies. Macri presented a proposal 
to the farming sector commiing to gradually re-
duce the 35 percent tax on soybeans, Argenina’s 
largest source of export revenue, by 5 percent a 
year unil its complete eradicaion. The plan vows 
to eliminate tarifs on grains, cereals, regional econ-
omies and meat immediately. At the ime of writ-
ing, Macri has not yet commited to removing the 
requirement for exporters to repatriate revenues 
from sold goods abroad and convering it into Ar-
genine pesos at the oicial rate within 90 days.

Holdouts

Argenina remains in technical default on its bond 
payments. Despite the expiraion of the RUFO 
clause, which legally gives Argenina the ability to 
setle with holdout creditors without having to ofer 
the same terms to those who accepted restructur-
ing, the outgoing administraion has refused pay-
ment to maintain poliical popularity. In contrast, 
Macri has emphasized the need to reach an agree-
ment with the holdout creditors as a way to gener-
ate trust in the upcoming government and access 
internaional credit. 
He is expected to negoiate a setlement similar to 
that negoiated with Repsol following the expro-
priaion of state-owned oil company YPF that com-
bines swapping the exising debt for longer-term 
notes along with a parial payment. Defaulted debt 
has been rallying since Macri climbed ahead in the 
polls, with prices on benchmark bonds exceeding 
par value. He will face a challenge in obtaining con-
gressional support to back austerity measures. 

Transparency

Macri has made of transparency a fundamental ele-
ment in his proposal to run an efecive administra-
ion. Upon entering the Buenos Aires City Mayor’s 
oice in 2007 he ired 2,400 employees. This year 
his party dropped their candidate for Buenos Aires 
Province Congress’s bid ater invesigaion revealed 
a company he previously owned had been awarded 
irregular contracts. Macri denied any knowledge of 
the contracts and has vowed to create an ani-cor-
rupion agency that will have faculies to invesigate 
the president. 

Investment Opportunities

Argenina’s new president Mauricio Macri is well 
placed to tackle the economic challenges and usher 
in a new era of opportuniies in Argenina’s busi-
ness sector. Hedge funds including Soros Fund Man-
agement LLC, Third Point LLC, and Perry Capital LLC 
have seen their investments grow on expectaions 
that Macri will put Argenina an a posiive growth 
track.

DCDB Research has ideniied the following key ar-
eas as opportuniies for investors seeking exposure 
to a new market-friendly Argenina:

Agribusiness

Agribusinesses directly related to soy, other cereals, 
and catle will be the irst to beneit from Argen-
ina’s new president. Bloomberg has esimated that 
the country’s farmers are currently ready to ship ap-
proximately US $8 billion in stored crops as soon as 
export taxes are lited or reduced, which could be 
as soon as 10 December 2015. Annual exports of 
grains and oilseeds have fallen to US $17.6 billion 
this year so far, the lowest since 2009. 
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Although global prices for agricultural commodi-
ies remain weak, Argenina’s agriculture sector en-
joys strong comparaive advantages and has been 
systemaically underinvested since the Kirchner 
administraion began implemening export restric-
ions in 2006. Increasing export taxes on soy, wheat, 
and corn have caused famers to plant unregulated 
crops to avoid the taxes. This season, farmers have 
planted 31 percent less wheat than the average in 
years preceding the taxes and the current crop be-
ing harvested may be the smallest in three years, 
which at 9.5 million metric tons is a 16 percent de-
crease from one year ago.

Argenina’s meat and dairy industry has sufered 
tremendously since the 2006 decision to nearly ban 
exports to control prices locally. In 2005, Argenina 
produced over 3.1 million tons of beef and export-
ed 745,000 metric tons, making it the third largest 
beef exporing country in the world. Since then, 
producion exports and internal consumpion have 
all fallen. By 2012, Argenina beef exports had fallen 
to 11th place globally, exporing only 164,000 met-
ric tons of meat and today remains behind neigh-
boring landlocked Paraguay. With relaxed licensing 
barriers and investment, Argenina’s beef industry 
will again become a global leader.

Energy & Renewables

Argenina’s power system is largely fossil fuel-based 
and under signiicant pressure. Ater the 2001 crisis, 
the Argenine state intervened in the energy mar-
ket to guarantee stability and afordable prices for 
end users by freezing regulated transmission and 
distribuion tarifs. Over the past decade this policy 
has created an increased distorion between energy 
prices and the real cost of energy. Rising demand 
has led to large imports of energy sources, and as 
market prices for electricity have increased so has 
the signiicant strain on the Argenine state and the 
subsidy based energy model. The economic and i-
nancial situaions of Argenina’s energy companies 

have greatly deteriorated. Despite this, Argenina’s 
energy market is currently the third largest in Lain 
America and has recorded a 1 GW increase in the 
past ive years.

Argenina possesses an above-average electriica-
ion rate of 96 percent, and the 1.5 million rural 
inhabitants without access live in remote areas 
where extending the naional grid is impracical. 
Despite challenging condiions, energy demand has 
increased over 40 percent in the past decade and 
will need to grow to accommodate across the board 
economic growth. Analysts esimate that electric 
energy generaion will require US $38 billion in the 
next decade, one third to be used for distribuion 
and two thirds for generaion. Updaing and main-
tenance will require an addiional US $50 billion.

Argenina has suicient naional condiions for a 
strong solar and wind energy mix, and has already 
passed laws to promote these industries. It has es-
tablished an 8 percent target for renewables in the 
energy matrix by 2017 and by 2020 the country has 
commited that renewable energy will form 20 per-
cent of the energy matrix. By promoing the trans-
formaion of the present system to a sustainable 
system based on renewable energy and eiciency, 
Argenina can move closer to energy self suiciency.

The Argenine Chamber of Industry esimates that 
the theoreical potenial of wind power in the coun-
try is 2000 GW. Experts state that 70 percent of Ar-
genina has an average wind speed of over 6 m/s, 
presening ideal condiions for wind energy produc-
ion. Patagonia has wind speeds between 9 and 12 
m/s, and coastal regions and the Province of Buenos 
Aires have speeds higher than 6.5 m/s. Wind energy 
output rose from 16 GWh in 2011 to 613.3 GWh in 
2014. The largest producion facility is in Rawson, 
Chubut and produces 77 MW, and the second larg-
est is in in Arauco, La Rioja.

Argenina also presents opimal solar power con-
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diions. In the north west provinces of Salta, Jujuy, 
Catamarca, La Rioja, and San Juan solar radiaions 
are above 5 kWh/m2. These regions are ideally suit-
ed for large-scale projects that could serve other in-
dustries such as mining that have diiculty access-
ing the grid. The largest solar PV projects are in the 
provinces of San Juan and San Luis.

Banking & Finance

Argenina’s banks and inancial insituions have 
been the vicims three imes over of the outgoing 
government’s currency controls. A modernizaion 
and formalizaion of the sector represents one of 
the biggest short to medium term opportuniies in 
the country.

Firstly, a great deal of the country’s inancial sec-
tor has been pushed into an informal economy that 
funcions via cash and clandesine inancial houses. 
Massive amounts of money go undeclared in an 
efort to evade foreign currency restricions, and 
do not pass through banks or the formal system. 
A relaxaion of restricions and aboliion of paral-
lel exchange rates will shit transacions away from 
cash to electronic transacions. Besides beneiing 
banks and inancial insituions, this will create a 
tremendous opportunity to modernize the credit 
card processing and mobile payments sectors with 
both hardware and sotware.

Secondly, as Argenina regains access to capital mar-
kets and new investment enters the country, banks 
will provide the conduit through which this money 
will low.  Average loan duraion in Argenina is only 
one year, and banks have a massive potenial for 
deposit and loan growth.

Finally, under the Kirchner administraion, banks 
and inancial insituions were constantly and in-
discriminately suspended or ined in an atempt to 
control the exchange rate. They faced daily regu-
laion changes forcing the liquidaion of dollar as-

sets, prohibiing holding foreign currency, and other 
measures that were enacted for macroeconomic 
purposes rather than in an efort to create a stable 
banking system. President Macri is likely to estab-
lish clear rules governing banks and inancial insi-
tuions, removing this risk.

For investors looking for exposure to Argenina’s 
growth cycle, banks will likely grow more quickly 
than other market segments. Banco Macro SA, Gru-
po Financiero Galicia SA, and BBVA Banco Frances 
SA have ADRs trading in New York.
Infrastructure, Transportaion, & Logisics
Local consuling irms esimate that close to US 
$300 billion in investment is needed over the next 
ten years to inance large-scale infrastructure proj-
ects underway and planned. Reaching an agree-
ment with the holdouts is crucial to secure inancing 
for projects dedicated to improving local infrastruc-
ture; namely:

      • Highway construcion

      • Electric energy generaion (see above)

      • Oil and gas exploraion

      • Railroads and subways

      • Water and sewer projects

      • Cellular telephone network 

The new government is likely to issue long-term 
bonds to inance these projects, which will provide 
a tremendous opportunity for insituional inves-
tors and ixed income focused funds.
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Mining & Resource Extraction

Global mineral and oil prices remain depressed with 
an uncertain outlook. Argenina is home to signii-
cant shale gas and oil ields in the Patagonia region 
known as Vaca Muerta. Exploraion of the Vaca 
Muerta is unfeasible with oil prices below US $80 
per barrel. The Vaca Muerta is under development 
via a joint venture between state-owned oil com-
pany YPF and US-based Chevron. When oil prices 
rebound, Vaca Muerta is an interesing and lucra-
ive opportunity for Argenina. 

Mining in Argenina was harshly impacted by export 
requirements to repatriate funds from the sale of 
goods within 90 days and forced conversion of sale 
proceeds into Argenine pesos at the oicial rate. 
This policy combined with sector weakness, polii-
cal risk, and restricions on sending returns out of 
Argenina have deterred and discouraged foreign 
investors from entering the sector. Despite the chal-
lenging business environment, top global mining 
companies including Barrick, Anglogold Ashani, 
Goldcorp, Pan American Silver, and Glencore/Xtrata 
have signiicant operaions in Argenina.

Argenina is also part of the “lithium triangle” and is 
home to the second largest lithium reserves in the 
world. Experts expect lithium carbonate prices to 
increase up to 20 percent by 2020 in response to 
increased demand for energy storage soluions.

The lithium industry in Argenina is concentrated in 
the northwest provinces of Salta and Jujuy, where 
the last year has seen substanial investment, con-
solidaion, and the signing of strategic supply con-
tracts. In August 2015, Western Lithium USA Cor-
poraion signed an agreement with Korean POSCO 
regarding the commercializaion of lithium car-
bonate, and in September 2015, Western Lithium 
merged with Lithium Americas Corp. Dajin Resourc-
es announced a planned exploraion program in the 
Salanas Grandes and Orocobre provided an update 
expecing to improve eiciency at their Olaroz plant 
by January 2016. FMC Lithium sufers from misman-
agement but could lourish in the future under new 
leadership.  
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Contact Information

DCDB Research S.A. is part of  DCDB Group. DCDB Group is a full range provider of  consultancy 

services related to international business transactions and executions. We are dedicated to actively 

promoting international business by providing services that allow companies and individuals to un-

derstand and overcome complexities, organizational constraints, and other barriers to starting and 

growing successful international business.

For more information please visit us at www.dcdbgroup.com or contact:

  Emily Sarah Hersh

  Managing Partner 
  Emily.Hersh@DCDBResearch.com

Washington, DC USA 
2101 L ST NW Suite 800 | Washington, D.C. | 20037
D.C. Office: (202) 350-4290 Ext. 104 | Fax: (202) 350-4290

Buenos Aires, Argentina
Montevideo 1669 Suite 4B | Capital Federal, Buenos Aires | 1021
Office : (5411) 5263-0251 Ext. 104  |  Fax:  (5411) 5263-0251

www.dcdbgroup.com

DCDB Group and all its subsidiaries shall not be responsible for any loss arising from any investment made based on any recommendation, 

forecast or other information contained in this report. Any opinions, news, research, analyses, prices, or other information contained in this 

report are provided as general market commentary, and do not constitute investment advice. DCDB Group and all its subsidiaries will not 

accept liability for any loss or damage, including without limitation to, any loss of proit, which may arise directly or indirectly from use of or 
reliance on such information. The contents of any report provided should not be construed as an express or implied promise, as a guarantee 

or implication that clients will proit from the strategies herein, or as a guarantee that losses in connection therewith can, or will be limited.


