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ARGENTINA: All hands on deck on the disinflationary battle

1. Building a fiscal anchor

▪ The cumulative nominal fiscal surplus surpassed the IMF’s targets

2. Inflation has fallen faster than expected

▪ Inflation decelerates, as passthrough effects fade and inflation expectations fall

3. More signs on the monetary framework

▪ No more rate cuts penciled in

4. The stabilization program has expectedly weighted on activity

▪ Activity finally expanded sequentially in May, yet a steep contraction in the year seems inevitable

5. Central Bank’s reserves gradually improved

▪ Additional reserve accumulation seems challenging



1. Building a fiscal anchor
The cumulative nominal fiscal surplus surpassed the IMF’s targets

▪ The primary fiscal surplus during 1H24 reached 1.1% of GDP, while the nominal balance stood at +0.4% of GDP.

▪ Primary expenditures declined by 30.2% yoy in real terms in 2Q24, after a 34.7% drop in 1Q24.

▪ Tax collection fell by 4.2% yoy in real terms in 2Q24, after declining by 4.8% in 1Q24.
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Primary expenditures (YoY, in real terms) -30.2

.Social security (pensions and assist. to families) -18.5

.Subsidies -43.2

.Payroll -17.5

.Capital expenditures -76.8

.Transfers to provinces -73.3

Source: Indec and Mecon

Fiscal accounts Jan-Jun 2024



2. Inflation has fallen faster than expected

▪ Inflation rose by 4.6% mom in June (from 25% mom in Dec-23). According to price trackers, inflation reached 4.1% mom in July.

▪ One-year ahead inflation expectations remain high (53.7%), yet have declined materially from the cycle peak (223%). 
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3. More signs on the monetary framework

▪ No more monetary financing for interest payments (liabilities of central bank), while the central bank points to keep the monetary 
base constant at April-24 levels.

▪ We now do not see more room for additional rate cuts this year.
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4. The stabilization program has expectedly weighted on activity

▪ The EMAE rose by 1.3% MoM/SA in May, leading to a contraction of 0.8% QoQ/SA. 

▪ We expected a recovery of activity since 2Q24 due to the normalization of the agriculture sector. However, a steep contraction in 
the year seems inevitable.
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5. Central Bank’s reserves gradually improved

▪ The BCRA has maintained the 2% MoM depreciation of the ARS; leading to a sharp appreciation of the real exchange rate. 

▪ The BCRA has purchased USD 17.2 billion in the exchange-rate market since the devaluation of the currency in December.

o Thus, net international reserves stands at -USD 2.0 billion, up from -USD 10.5 billion in November 2023. 

▪ The central bank announced interventions in the Blue-chip swap market, which could lead to lower reserve accumulation. 
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Scenario

Current Previous Current Previous

Economic Activity

  Real GDP growth  - % -2.0 -9.9 10.4 5.3 -1.6 -3.5 -3.5 3.5 3.5

  Nominal GDP - USD bn 452.0 385.3 487.3 630.6 597.6 649.7 649.7 778.2 778.2

  Population (millions) 44.9 45.4 45.8 46.2 46.6 47.1 47.1 47.5 47.5

  Per Capita GDP - USD 10,057 8,490 10,640 13,643 12,810 13,667 13,802 16,063 16,386

  Unemployment Rate - year avg 9.8 11.6 8.8 6.8 6.1 8.5 8.5 8.0 8.0

Inflation

  CPI - % (*) 53.8 36.1 50.9 94.8 211.4 130.0 130.0 50.0 50.0

Interest Rate

  Reference rate - eop - % 55.00 38.00 38.00 75.00 100.0 40.0 30.0 40.0 30.0

Balance of Payments

 ARS / USD - eop 59.90 84.15 102.75 177.10 809 1027 1027 1500 1500

  Trade Balance - USD bn 16.0 12.5 14.8 6.9 -6.9 15.0 15.0 15.0 15.0

  Current Account - % GDP -0.9 0.9 1.4 -0.7 -3.4 1.5 1.5 1.7 1.7

  Foreign Direct Investment - % GDP 1.5 1.1 1.4 2.4 3.8 1.0 1.0 2.0 2.0

  International Reserves - USD bn 44.8 39.3 39.6 44.6 23.1 28.0 28.0 35.0 35.0

Public Finances

  Primary Balance - % GDP (**) -0.4 -6.5 -3.0 -2.4 -2.7 1.0 1.0 1.0 1.0

  Nominal Balance - % GDP (**) -3.8 -8.5 -4.5 -4.2 -4.4 -1.1 -1.1 -1.2 -1.2

  Gross Public Debt - % GDP 93.8 108.7 82.8 87.7 163.3 83.2 83.2 81.4 81.4

  Net Public Debt - % GDP  (***) 57.8 66.9 48.1 48.7 92.6 45.8 45.8 45.3 45.3

2020 2021

(***) Excludes central bank and social security holding. 

Sources: Central Bank, INDEC and Itaú

2019

(*)  National CPI since 2017.

(**) Excludes central bank transfer of profits from 2016.
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Relevant Information

1. This report has been prepared and released by the Macro Research Department of Itaú Unibanco S.A. (“Itaú Unibanco”). This report is not a product of the Equity
Research Department of Itaú Unibanco or Itaú Corretora de Valores S.A. and shall not be construed as a research report (“relatório de análise”) for the purposes
ofArticle 1 of the CVM Instruction NR. 20, dated 2021.

2. The exclusive purpose of this report is to provide macroeconomics information and it does not constitute and shall not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial product, or to participate in any particular trading strategy in any jurisdiction. The information herein is believed to be
reliable as of the date on which this report was released and it has been obtained from public sources believed to be reliable. However, Itaú Unibanco does not make
any explicit or implied representation or warranty as to the completeness, reliability or accuracy of such information, nor does this report intend to be a complete
statement or summary of the markets or developments referred to herein. Itaú Unibanco has no obligation whatsoever to update, modify or amend this report and inform
the reader accordingly.

3. The opinions contained herein reflect exclusively the personal views of the analyst responsible for this report and were prepared independently and autonomously,
including in relation to Itaú Unibanco, Itaú Corretora de Valores S.A. and any other companies within their economic group.

4. This report may not be reproduced or redistributed to any other person, in whole or in part, for any purpose, without the prior written consent of Itaú Unibanco. Additional
information on the financial products mentioned in this report may be available upon request. Itaú Unibanco and/or any other company within its economic group is not
and shall not be liable for any investment decisions (or otherwise) based on the information provided herein.

Additional Note: This material does not take into consideration the objectives, financial situation or specific needs of any particular client. Clients must obtain financial, tax,
legal, accounting, economic, credit and market advice on an individual basis, based on their personal characteristics and objectives, prior to making any decision based on
the information contained herein. By accessing the material, you represent and confirm that you understand the risks related to the financial instruments described in this
material and the laws in your jurisdiction relating to the provision and sale of financial service products. You acknowledge that this material contains proprietary information
and you agree to keep this information confidential for your exclusive use.

For inquiries, suggestions, complaints, criticisms and compliments, talk to Itaú’s CSCC: 0800 728 0728. Or contact us through our portal
https://www.itau.com.br/atendaitau/para-voce/. If you are not satisfied with the proposed solution, please contact the Itaú Corporate Ombudsman: 0800 570 0011 (on
weekdays from 9 AM to 6 PM) or our PO Box 67.600, São Paulo-SP, Zip Code 03162-971. Hearing impaired, every day, 24h, 0800 722 1722.
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Mario Mesquita – Chief Economist

To access our reports and forecast visit our website:

https://www.itau.com.br/itaubba-pt/macroeconomic-analysis
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