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The mformation set forth below is o be turnished:

In respect of each issue of securities ol the registrant registered, a briel statement as (o

(a) The general effect of any material modilications. not previously reported. of the rights of the holders of
such securities,

I'here have been no such moditications,

th) he title and the material provisions of apy L, decree. or administrative action, not previously reported.
by reason ol which (he securits is pon being serviced in accordance with the terms thereof.

See Public Sector Debl,” pages D=130 w D=1o4 of Fxhibit 99. D0 which is hereby incorporated by reference
heremn.

(c) The cireumstances ol any other tailure. not previously reported. w pay principal. interest, or any sinking
fund or amortization installment

See “Public Sector Debl.” pages D=130 1 D=164 of [ ahibin 99,0, which is hereby incorpurated by reference
herein.

A statement as of the close of the lust fiseal vear of the registrant. giving the wtal outstanding of:

(a) Internal funded debt ol the registrant. (Total 1 be stated in the currency of the registrant. [ any internal
funded debt is payable i a foreign curreney it should not be included under this paragraph (a), but under
paragraph (b) of this item).

As of December 31. 2015, the total outstanding internal tunded debt (exeluding Untendered Debt (as defined in
Exhibit 99.12)) of the registrant was Ps. 9601 hillion. See “Total Gross Public Debt™ table on page D-139 of
Exhibit 99.1. which is hereby incorporated by reference herein

by External tunded debt ol the registrant {Totals w be stated in the respective currencies in which payable,
Nostatement need be furinshed as to intergovernmental debt)

Fhe total principal amount ol external lunded debt of the registrant, which is detined as non-Peso denonnnated
(excludimg Untendered Debt (as detined i I xhubit 99 D), owtstanding as of December 31. 2015 was as follows
(i mudlons of LS dollars i

LS. dollars LISY [29.6
FUTOS . e 16.8
Japanesc yen 1.9
Total oo : R O LSS 148.9

A statement giving the title. date ot issue. date of maturity. imterest rate, and amount outstanding, together with the
currency or currencies in which puyable. of each issue of funded debt ol the registrant outstanding as of the close
of the last fiscal year ol the registrant.

See pages D-130 0 D-164 of Fxhibit 99,0 and Exhubit 99.E. which ure hereby incorporated by reference herein.

(a) As to each issue of securities of the registrant which is registered, there should be furnished a
break-down of the wial amount ontstanding. us shows initem 3. into the following:

(1) Fotal amount held by or [ar the account of the registrant,
Not applicable.

(2} Total estimated amount held by nationals o the registrant (or i1 registrant is other than a
nattonal govermment by the nationals ol its natonal government): this estimate need be
furnished only 1040 1s practicable o do so

Not practicable.
(3] Fotal amount others se outstanding.,
Not applicable.

(b} I a substantial amount s set Lorth i answer to paragraph (a)i | ) above, deseribe briefly the method
employed by the registrant to reacyuire such securities,

Not applicable.
A statement as of the close of the last fiscal vear of the registrant giving the estimated total of:

(a) Internal loatng indebtedness of the registrant. (Total w be stated o the currency of the registrant. )
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See “Public Sector Debt.”™ pages D-130 to D= 164 of Exhibit 99.0 and Exhibit 99.E. which are hereby incorporated
by reference herem

(b External Noating mdebtedness ot the registrant. ( Total to be stated in the respective currencies in which
pavable.)

See “Public Sector Debt.” pages D-130 to D=164 of Exhibit 99D and Exhibit 99.E. which are hereby incorporated
by reference herein.

6. Statements ol the recerpts. elassilied by source. and of the expenditures. classilied by purpose, of the registrant for
each fiscal yeur ol the registrunt ended sinee the close of the Tatest liseal year tor which such information was
previousiy reported. These statenients should be so remized a5 10 be reasonably mformative and should cover
both ordinary and extraordinary receipts and espenditures. there should be indicated separately. if practicable. the
amount of receipts pledged or atherwise spectleally allocated woany ssue registered. indicating the 1ssue.

See Public Sector Pinances.” pages D=100 w0 D=129 00 shibie 99 10 which is hereby incorporated by reference
within

() I any loreign exchange control not previosshy reported. hus been established by the registrant (or it the
registrant is other thun u nadonal goyvernment. by its natonal government). briefly deseribe such foreign
exchange control !

Reference 1s made to pages -0 1o D-8 ol Exhibit 99.0D

(b) 1 any foreign exchange control previously reported has been discontinued or matenially modified.
briefly describe the effect of any such action, not previously reported.

Reterence is made to pages D=6 10 D=8 of Eahibit 99.0).

8. Brief statements as ol a date reasonably close 1o the date of the tiling of this report (indicating such date). in
respect of the note 1ssue and gold reserves of the central bank of issue ol the registrant. and of any further gold
stocks held by the registrant.

As of August 31, 2016, the gross intermationul reserve ussets ol the Central Bank totaled U.S.$31.1 billion.
compared 1o U.8.525.6 billion as of December 31, 2015

9. Statements of impons and exports ol merchandise for each vear ended since the close of the latest year for which
sueh nfornition was previoushy reported, Such statements should be reasonably itemized so far as practicable as
o commadities and as to countries Fhey should be set lorh i terms of value and of weight or guantity: if
statistics hoave been estabhishicd only m terms ol values such will suttice

See “Balance of Pavments.” pages D37 10 D-78 ot Exhiibat 99,0, which s hereby incorporated by reference
herein,

10 The balances ob international pay ments of the regastrant tor each year ended since the close ol the fatest year for
which such intormation was previously reported. The statements of such balances should conform. il possible. o
the nomenclature and form used in the “Statistical Handbook of the Leagae of Nations™. (These statements need
be furnished only if the regisirant has pubhshed balances ol internauonal puyments.)

See *Balance of Payments.” pages D-57 1o D-78 of Exhubit 99.0. which is hereby incorporated by reference
herein

This annual report comprises:

) Fages numbered | 1w b donseeutively.
(b) Ihe following exhibits
Exhibit A — None.

Exhibit B — None,

Exhibit 99.C — Law No, 27 198 dated October 28 2015, as amended

Exhibit 99.1) — Description of the Republic of Avgenting as of September 23, 20160
Exhibit 99.F — Debt Fables s of December 3102018

This annual report is filed subject to the nstructions for Form 18-K tor Foreign Governments and Political Subdivisions
thereot

o
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SIGNATLURE

Pursuant to the requirements ol the securites Exchange Actaol 1934, the Registrant, the Republic ol

Argentina. has duly caused this annual report or wmendment thereto (o be signed on its behall by the
undersigned. thereunto duly authorized. in the City of Buenos Aires. Argentina. on the 23 day of September

2016.

[HE REPUBLIC OF ARGENTINA

18 AL CAPLITO
Luts AL Caputo
Sevretary ol Finance of the Ministry ol the
reasurs of the Republic ol Argentina
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ENHIBIT INDEN

Exhibit Description
99 ( Law No, 27198 Jdated October 28, 2005, as amended
99.D: Description of the Republic ol Argentin. dated Sepien
ol Debt Tables as ot December 51, 2013

* Paper filing made under cover ol Form S|
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Exhibit 99.D

Description of
I'he Republic of Argentina
September 23, 2016
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specified discount.  The “standard option.” which remains open W all holders of Untendered Debt.
whether or not they had pari passu injunctions. provides for payment equal to 100% of the
principal amount of the relevant debt securities plus up o 50% of that original principal as interest,
Any eligible holder ot Untendered Debt may agree to the terms ot the standard option. in
accordance with the procedures set torth and published by the Ministry of the Treasury and. in
accordance with such terms. becomes purty 10 a binding agreement in principle with the Republic
once the agreement is countersizned by the Republic,

o Lnrendered Debt means. with respect to data included herein through 2015, defaulted debt in
respect of securities thut were eligible tors but not tendered in. the 2005 Debt Exchange and the
20010 Debt Exchange. Relerences W Untendered Debt in this annual report do not constitute, and
shall not be read or construed W constitute o waiver ol any defenses available o the Republic with
respeet o the entorcement ol any cluim thereunder, See =Preservation ot Detenses.” Any
amounts ol L'ntendered Debt set torth in this annual report have been defined in this annual report
1o include unpaid principul plus acerued and unpaid imterest at contractual rates through December
3120150 including penwlty or detaudt interest. In settling outstanding disputes with holdout
creditors pursuant W the Settlement Proposals the Bepublic ook into eonsideration interest acerued
after the originally seheduled maturity ol each detuulted series ol secunities (other than interest
subject W statute of lmations ). s well as detaalt interest. For information regarding the
Republic’s Settlement Proposal w settle all claims on the U ntendered Debt. see ~Public Sector
Debt—Legal Proceedings.”

o 2003 Debt Exchange relers to the restructuring and exchange ol public debt that had been in
detault since the end ol 2001 undertuken by the Goverament between January and May ol 2003,

o 2010 Debt Fxchunge relers W the restructuring and exchange ol public debr that had been in
detuult since the end of 2001 undertaken by the Government between April and Decembir 2010,

For purposes of this annual report the tollowing terms, which reler W various public debt instruments.
have the meanings set lorth below:

o BAADE “Argentine Saving Bond for Economic Development™ and the “Saving Promissory Note
for Economic Development™ ure both o be issued by the Ministrs of the Treasury and to be
denominated in ULS. dollars, maturing in 2016 and deeruing interest at o 4% rate. Funds obtained
Lrom the issuanee of these bonds will be used W minee public investment projects in strategic
sectors ke intrastructure suid oy drocivbons,

o Bocones Bonds that the Gosernment began issaing in 1991 1o restructure its obligations to
pensioners and supplicrs and Lo settle reparations ol members of family of vietims of the military
dictatorship.

e Bogar. Bonds issued by the Provincial Development FFund to restructure debt obligations of the
provinees, These bonds are guaranteed by the Government and secured by a pledge of certain
provineial tux revenues,

Buogar 2018. Bogar with maturity date in 2018

o Bagar 2020, Bugar with maturity dite in 2020,

®  Bonacs. Bonds that the Government began issuing in 2013 for general purposes of the
Government. with a Joating interest rate (LEBACs und others) and maturity in 2016,

o Bonads. Dollyr denominuted bonds pasable in pesos (doltar Tinked ) that the Government began
issuing in 2004 1or general purposes of the Covernment,

o Banares. Bonds that the Gy ernment began issuing in 2006 [or general purposes of the
Government and in exchunge tor CER=index linked bonds,

e Glabal Bond. Government bonds issued inthe internationul capital markets under the
Government’s shell registration stutements filed with the SEC,
14
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claim o cease all actions or provecdings im respeet o that chaim and to irreyocably assign and transler to the
Republic all rights. i any, with respect wosueh elaim and 1o underube w complete any and all lormalities or
requirenents necessary W ensure that o such claim existed netther the proponent for any successor o assignee
of the propement cother than the Republicy s abde weesidence vr aliege sueli cluim o remain inesistence or 1o
be u liability of the Republic

Currency of Presentation

Unless otherwise specilied. references in this annual report to “pesos™ and “Ps.” are to Argenting pesos.
references to LS. dollars™ and =L S87 ure to the curreney of the United States ol America, references to
“euros.” "€ and "LUR™ are 1o the vurrenes of the Luropean U nion, references 0 "CHE™ are 10 Swiss (ranes and
references to ~“Japanese ven™ or “JPY 7 are to Japanese vens.

Exchange Rates and Exchange Controls

Fhe Republic publishes most ol its ceanvmic indicators and other statistics in pesos, Beginning in
February 2002, the peso was allowed 1o foat against other currencivs. Alter several sears of fluctuations in the
nominal exchange rate. the pese lost approsimately %ol s value ugainst the LS. dollar in 20120 Despite
increased Central Bank imervention and mesures to [t Argentine residents” aceess to loreign currency. the
peso devalued by 32.0% and 3 13%0 agamst the S0 dotlar in 2003 and 20140 respectively. In December 2015,
the Macri administeation elimimated o signitficant portion ol the Toreign exchange restrictions and the Central
Bank returned 1o a tree-tout pulicy with intersentions designed to enhance the operation ol the foreign
exchange market, ITmmedintely aiter o signilicant portion ol the loreign exchange controls were lifted on
December (6. 2013, the peso devalued by approximately 0%, as the pesu-t s, dollar exchange rate reached
Ps. 1376 w0 US55 1.00 on December 17, 2015, The peso has sinee toated treels with Limited inters eotion by
the Centrul Bank. and the nominal exchunge rabe expericioed imoderale surtiftions

Exchange Rates

The following table sets torth the wnnual high, Tow, uyerage and period-end “reference™ exchange rites
tor the periods indicated. expressed i pesos per LS, dollur and not adjusted lor inflation. There can be no
assurance that the peso will not depreciate or appreciate in the tuture. he Federal Reserve Bunk of New York
does not report a noon buy ing rate for pesos.

Eachange rates'”

High Low An l:l‘%lg_l‘.‘&j Period end
Year ended December 31,
40 1 U Ut .. 4504 3972 4,130 4.303
i | 1) RS SN PPN (JSSL S ERe e 4917 4308 4.352 4917
D Y i A G R A L G il (EI 4423 5479 6518
2014... K330 0,343 B4 8.552
O S o s G S M S A RS H 15765 8554 H.264 13.003
Month
Junuary 2006 e [RIVER AT 13.655 13.904
February 2UH . ouiimentinyerssyvimsssmiimerpss I 3.384 4 18K 14.815 15,584
PORRTTR 2R i S N S 13919 14240 14.961 14.382
APTL20Y6 o s s 14.779 14,140 14422 14.258
May 2016 .... 14.262 13963 14,138 14.013
June 2016 15,036 | 3.757 14,141 14.920
July 2016 13,193 14,372 14,909 15.043
Angust AN e e | 5,094 4033 14,8500 [4.901
September 2016 (through September 21y [5.162 14884 13.029 15.137
(1) " Central Bank eferenwe o ses (Uit SO0 el Cendiad Hdok )

(2) Average ol dasls losing guokss
Sair e Central Buapk

Currency conversions. including comversions ol pesos into LS, dollars, are included tor the
convenience of the reader only and should not be constiued as o representation that the amounts in guestion
have been. could hayve been or could be comnverted into any particuur denontination., dab any particular rite vr at
all.
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As of September 21, 2010, the peso-doblur reference exchunge rate was Ps, 15,14 w0 ULS.$1.00
Exchange Controls

In response to the deterforation ol the Argentine economy und linancial system in 200 1. the inability of
the Republic to service its public external indebtedness und the decreased level ol deposits in the financial
system. the Government issued Decree No, 137020010 on December 3. 2001, which established certain
monetary and currency exchange control measures, including restrictions un the lree disposition of funds
deposited in banks and restrictions on the transier ol funds abroad. subject W certain exceptions.

In addition w the above measures. vn Februars 8, 2002, the Government and the Central Bank made
certain transters of funds abroad w serviee principal and/or interest pay ments on foreign indebtedness subject to
prior authorization. From 2011 until the Mueri administration wok ollice in December 2015, the Government
increased controls on the sale of foreign curreney und the acquisition of foreign assets by local residents.
limiting the possibility of transterring tunds abroad. In 2012, the Government adopted an import procedure
under which any import of products required the pre-upproval of local authorities in the (orm of a Declaracion
Jurada Anticipada de Tmportacion (Advance Sworn Import Declaration, or "DJALT), The DJAL was a
precondition for the importer to gain aceess W the foreign exchange market W pay lor imported products, which
was. in effect. a material barrier w the import ol goods into Argentina. s any alternative method of payvment
significantly increased the costs o such trunsactions,

Together with the regulations estublished in 2012 that subjected cerain toreign exchange transactions
to prior approval by the Argentine tax authorities or the Central Bank. the measures taken by the Ferndndez de
Kirchner administration significantly curtailed aceess wthe Vercado U nico v Libre de Cambio (the “MULC™),
In response. an unolticial LLS. dollar trading market developed in which the peso-U1LS. dollar exchange rate
diftered substantially from the official peso-LUS. dollar exchange rute,

Clurrent Regulations

Asof December 2015, in line with the eeonumic relorms implemented by the newly elected Macri
administration, the Ministry of Treasury and the Central Bank issued regututions that eliminated a signiticant
portion ol the foreign exchange restrictions imposed since 2010 1. Following the initial measures. with the aim of
increasing capital intlows, the Government and the Central Bank introduced a set of new measures to eliminate
a significant portion of the restrictions altecting the trade balance. In this regard, on August 8, 2016 the Central
Bank introduced further material changes to the loreign exchange regime and established. as of August 9, 2016,
a new foreign exchange regime by means of Communication “A™ 6037 (as amended) that signilicantly cases
access to the MULC,

The primary changes related to the uecess o the MULC that have been implemented sinee
December 17. 2013 include:

Formation of off shore assery by Argentine pesidents (atesoramienio). The reestablishment of the right
of Argentine residents 1o purchuse and remit outside of Argenting foreign currency without specitic allocation,
without an amount limitation or the need w obtain prior approval. provided certain requirements are met.

Payments for the export of goads. Exporters are still required o settle puyments for their exports of
goods in foreigncurreney through the MULC . but the period during swhich exporters must comply with this
obligation was extended by Resolution 2422006 Lo 1823 valendar days

tmparts of goods and other parchaxes of goods abeoad. A swarn al lidovit conlirming compliance with
the Central Bank information regimes “Surves ol debt security issuances and foreign labilities in the linancial
and private non-financial sector™ (the “Communication “A”™ 3602 reporting regime™) relating to the obligation
canceled abroad and the “Survey of divect mvestments™ (the “Communication “A”™ 4237 reporting regime™), if
applicable. is required. In addition. the MULC may be accessed to meet guarantee obligations abroad that are
granted in connection with import transactions.

Pavment of profits (imerest. carnings and dividends) for services rendered by non-Argentine vesidents
and for non-produced non-financial asser aeguisiions  There are no limits o the amount for which Argentineg
residents can access the MULC w muke remitances w pay Tor services rendered by non-Argentine residents.
interest services. earnings. dividends or non-financiul: non-produced ussets acquisition, whatever form this takes
(shipping. insurance. royvalties. technical advice. protessional fees: etea). Aceess o the MULC for this purpose
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requires submission ol an alfidavit contirming compliunce with the Communication ~A™ 3602 reporting regime
and with the “Communication "A™ 4237 reporting regime.

Export of services and sales of non-produced non-financial assets. Foreign currency-denominated
income received by residents for the export ol services and collections of lunds received from the sale of non-
produced non-tinancial assets. must be transferred into Argenting within 363 calendar days as tfrom the date on
which the funds are received either in Argenting or abroad. Howeser. under the new loreign exchange
regulations such proceeds can be depasited 1o loreign currency denvmimated local uecount.

Financial debr, Foreign lnancial indebtediess fegrred by the private non-linancial sector, the
tfinancial sector and local governments ure not subject to the requirement ol having the proceeds from such
indebtedness transierred and settled through the MULC, Al financial sector and private non-financial sector
indebtedness entered through the MULC must be agreed and maintained lor terms of at least 120 calendar days,
and they may not be prepaid before the lupse of such term, irrespective of the manner of cancellation (with
certain exceptions. including the primary issuances ol publicly waded and listed seeurities). To cancel Nnancial
debts ubroad (including debt securities issuanees in foreign currenes |, vustomers must submit a sworn affidavit
confirming compliance with the “Suryey of debt seeurities [ssuances and lureign labilities of the private sector”
and the minimum stay period ol 120 days, it applicable.

Derivatives Transactions. Argentine residents may aecess the MULC for the payment of premiums.

the provision of guarantees and cancellations relating o wansactions involving futares, forwards, options and
other derivatives without limit. and without the Central Bank's prior approval

Non-residents " exchange ransaceiony. L he new regulations cuse aceess o the MULC by non-
residents

)-8
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PRESENTATION OF STATISTICAL AND OTHER INFORMATION

All annual information presented i this annual report s basod upon Junuary 1o December 31 periods.
unless otherwise indicated.  Totals in some ables i this amnul report aay ditler trom the sum of the individual
items in those tables due to rounding.

Unless otherwise stuted. prices and figures are stuted i carrent values ot the currency presented. and
references in this annual report o “pesos™ and “Ps7 are o Argentine pesos. references o LS. dotlars™ and
“LLS$T are o the currenes ol the United States of Americi relerences to earos.”™ €7 and “EUR™ are w the
currency of the Luropean U nion, relercnoes 10 =CHIT are to Swiss Lrnes and reterences to “Jlupanese yen™ or
“JPY™ are w Japanese vens

Intormation in s annd repon i s adentiied as being derived trom a publication of the Republic
Or One ol its Fespecliy @ agencies or istrumentaiities 15 mluded s public otlicil statements niade on the
authority of the Republic. Ceptam stutistical intormation ineluded fnohis annual report s preliminary and s
subjeet Lo change. completion or amendiment.

INDEC

Statistical information reported in this annual report has been derived from ollicial publications of. and
information supplied by, a number ot agencies. cluding the INDEC and the Diveccion General de Lstadistica
¥ Censos de la Ciudad de Buenos Aires (General Divectorate of Sttistios and Census ol the City of Buenos
Aires). The Republic cannot muke ussurances thut sueh statistical and other intormation included in this annual
report that has been provided by agencies ol the Republic is aecurute or complete.

During the Fernandes de K irchner administration. the INDEC- the only institution in Argenting with
the statutory authority to produce olticial nutionwide statistics—underwent institutional und methodological
reforms that gave rise o controversy regarding the reliability of the intormation that it produced. including CPL
GDP. unemploy ment and poverty dutie Reports published by the tnternational Monetary Fund (*IME™) have
stated thut their stat] uses wlternutive measures ot inlaton tor maeroeconomie suey eillunce. including data
produced by private sources. whivh hace shown intlation rates considerably higher than those published by the
INDEC between 2007 und 2005 Fhe IMD adso censured Negenting tor Gailing w miake sullicient progress. as
required under the Articles ol Agreement ol the INIE L m adopting remedial measures o address the quality of
olficial duti. inetuding C P and GO datie T bebiaars 20 140 the INDEC released g new inflation index. Known
as the Indice de Precios af Consimidor Nacional T efane COsational Urban Consumer Price [ndex. or “CPL Nu™).
which was imtended e measure prices on goods across the country wind replaced the previous indes that vnly
measured inflation in the City ol Buenos Aires and its surrounding areas, Although this new methodology
brought inflation statistics ¢loser 1 those estimated by private sourees, differences between official inflation
data and private estimates remained,

On January ¥, 2010, bused on its detepmination that the INDLC had Lailed w produce reliable statistical
information. particularly with respect to CPL GDP and toreign trade datae as well as paverty and unemployment
rates. President Mucri declured o state of sdministrative emergeney tor the nutional statistical system and the
INDEC until December 31. 2016, The INDEC suspended publivation of certain statistical duta pending
reorganization ol its technical and administrative stroeture o recon er its ubility w produce reliable statistical
intormation. During the 1irst six months of this reorganization period. the INDEC published olticial CPLfigures
published by the City of Buenos Aires and the Provipee of San Luis for reference. InJune 2016, the INDEC
began publishing an olfivial inllation rate using its new methodology lor caleulating the CPI

On June 29, 2000, the INDEC published (e “INIDEC Report™) arevised calealation of the 2004 gross
domestic product ("GP whicn lorms the basis of Argentinas real GDP caleulation tor every vear therealter.
Amuong other adjustments. i calvulating G tor 2004 the INDEC made changes to the composition of GDP
that resulted i a dosnwared adjustiment of approsinates F2% for that vear b caleulating real GDP for
subsequent vears bused on the reyised 2004 GDP. the INDEU used deflaturs that are consistent with its revised
methodology w caleulute ilation. By understating inflation in the past. the INDEC had overstated growth in
real terms. For more information. see “Presentation of Statistical und Other Intormation—Certain
Methodologies.™

As 01 the date of this annual reporl the INDEC has published the INDEC Report. the CPI for May,
June, July and August 2016, and certuim revised foreign trade und bulunce of puyment statistics for the years
2011 through 2015 sinee the state ol administrative emergency was declared on January 8. 2016, which are
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included in this annual report.

It remains uncertain whether these relorms will be sutficient w produce official data that meets
international standards. within what time period such dat will be collected. the extent w which official data for
prior periods will be corrected and what etfect these reforms will have on the Argentine economs .

National Public Accounts

Historically. transters from the Central Bunk and the Fondo de Garaniia de Sustentabilidad (the
“FGST) o the Government were recorded as current fiseal revenue under “other non-tax revenue.”™ Starting in
2016 (and on a pro forma basis lor 2013 ). the Government now classities income generated by the Central Bank
and the FGS as tinancial revenue that does not form part of the caleulation of the primary fiscal balance. See
“Public Sector Finances— Introduction.”™

Certain Methodvlogies

CER and CLy Certain Jat included inthis annual report Bas been wdjusted tor inflation based on the
Coeficiente de Lstabilizacian de Referencic cStbilization Cocllicient or “CLER™ ) or the Coeficiente de
Variaeion Salarial (CVS™)0 CLRS are units of aecount whose value in pesos 15 indexed o consumer price
inflation. Following the declaration of a state ol administrative emergeney for the national statistical system and
the INDEC in January 2016, the INDEC suspended its publication of the CPI index that had been used to
determine the value of CERs in pesos sinee February 2014, Accordingly. between January 12 and June 2, 2016.
the Government issued i series ol resolutions designating either the CP caleulated by the government of the
City of Buenos Aires or the CPI caleulated by the Provinee ol San Luis as the index to be used by the Central
Bank to caleulate the CER, On June 150 July 13, August 12 and September 13, 20106. the INDEC published the
inflation rates for May. June. July and August 2016 respectively, using its new methodology lor caleulating the
CPL. Ondune 16, 2016, the Government announded that beginning on dhune 26, 2016 it would resume using the
INDEC CPI w caleulate the CER. The nomingl amount ol w CER-based financial instrument is converted 1o a
CER-adjusted amount and interest on the lnancial instrament is calculated on the CER=adjusted balance, CVSs
are units of account whose value in pesos is determined based on changes in an index of public and private
sector wages, The nominal amount of a UV S-based linancial instrument is converted o a CVS-adjusted amount
and interest on the financial instrument is caleulated on the CVS-adjusted balance. Adjustments and payments
on the Republic’s debt indexed o the CER and CV'S are nut subject to restatement or revision.

Exports Exports are caleulated based upon (i1 lor purposes ol toreign trade. statistics reported to
Argentine customs upon departure ol goods from Argenting on a FOB basts and (10 1or purposes of the balance
ol payments accounts. stutistics collecied vna FOB busis,

Imports. Imports are caleulated based upon (1) fur purposes of loreign trade. statistics reported to
Argentine customs upon entry ol goods into Argentina on a cost. insuranee and freight included basis (~CIF
basis™) and (ii) for purposes of the balance ol pay ments accounts. statistics collected on a free on board (“FOB
basis™) at & given departure location.

Inflation. The rate of inllation or inflation rate provides an aggregate measure of the rate of change in
the prices of goods und serviees in the ceonomy . Theinflation rate is generally measured by the rate of change
in the CPI between two periods unless otherwise speciticd, The annual percentage rate of change in the CPl as
ot a particular date is caleulated by compuring the indes as ol that date against the index as of the date twelve
months prior. The CPIin Argenting is caleulated by the INDEC, However, as a result of widespread concerns
regarding the credibility of the INDECs caleulations that resulted in the declaration ol a state of administrative
emergency in January 2006, alternutive measures of CPLinflation wee presented in this annual report for certain
periods using the CPl calculated by the government of the City ol Buenos Aires (the “Cily of Buenos Aires
CPI™) and by the government ot the Provinee ol Sun Luis (the Provinee ol San Luis CPET) [or certain periods.
The CPI for May . June, July und August 2006 were published by the INDEC on June 15, July 13, August 12 and
September 13, 2010: respectively . bused on the INDECTs new methodology tor caleulating the CPL The City of
Buenos Aires CPLand Provinee of San Lais CPLare based un g weighted buasket ol consumer goods and services
that reflects the pattern ol consumption ol househalds that reside in the ity of Buenos Aires and the Provinee
ol San Luis. respectively, Al reterences o this annual repurt w o CPE are w the “INDREC CPLT the =Ciy of
Buenos Aires CP17 or “the Provinee ol San Luis CPL7 as indicated herein. References W meonstant 2004
prices™ in thisannual report refate w datt that swas revised by the INDEC and included in the INDEC Report.
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Underemployment rate. Lnderemploy ment rate répresents the percentage of Argentina’s labor foree
that has worked fewer than 35 hours during the week preceding the dae ol measurement and seeks to work
more.

Unemployment rare. Unemployment rate represents the percentage of Argentina’s labor force that has
not worked a minimum of one hour with remuneration or 13 hours without remuneration during the week
preceding the date of measurement.  1he “labor foree™ reters 1o the sum ol the population in major urban centers
across Argentina that has worked a minimunm ol one hour with remuneration or 13 hours without remuneration
during the week preceding the ¢
employment.

ate ol measurement plus the population that is unemployed but actively seeking

D-11
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FORWARD-LOOKING STATEMENTS

[his annual report may contain forwurd-looking staiements within the meaning ot Section 27A ol the
Securities Act and section 21E ol the LS. Securities Lischange Act ol 19340 as amended (the “Exchange Act™).
Forward-looking statements are statements that are not historical facts. including statements about the
Republic’s beliefs and expectations. These stutements are based on the Republic™s current plans, estimates and
projections. Therelore. undue reliance should not be pliced on such statements. Forward-looking statements
speak only as of the date they are made,  The Republic undertakes no ubligation to update any of them in light
of new information or future events.

Forward-looking statements involy ¢ inherent rishs and uncertainties. A number of important factors
could cause actual results to differ materially rom those contained inany forward-looking statement. The
information contained in this annual report identifies important factors that could cause such ditferences, Such
tactors include. but are not limited 1o:

e adverse domestic Lactors, such st
increases i indlution:

increases in domestic interest rates: and

exchange rate volatilinn. any o which could lead w lower economic growth or a decrease
i Argenting’s international reserves:

e adverse externdl tactors, such us,

o deelines in toreign investment. which could deprive the Argentine economy of capital
needed tor economiv growth:

o changes in international prices (including commodity prices) and high international
interest rates. either of which could increase Argenting’s current account deficit and
budgetary expenditures: and

recession or fow ceonomic growth in Argentina’s trading partners. which could decrease
exports from Argentin and the countr s inernational competitiveness. induce o
contraction of the Avgentine eeonomy and. indirecty . reduce tax revenues and other
public sector revenues and adversely altect the country 's Hseal accounts:

o gther adverse factors. such as:

climatic exents: und

interiational or domestic hostilities und political uncertainty. including the effects of the
Argentine presidentinl und legislutive elections held in October and November 20135:

o adverse autcomes inongoing Hitigation and arbitration proceedings in several jurisdictions that
may lead to new judgments and awards against Argentina. which could have a material adverse
effect on Argentina’s economy and financial resources. See “Public Sector Debt—Legal
Proceedings.”

-2
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THE ECONUMY:

Real GUP (1 Biflions gl 2004 pesis |

Rte af chisnge from it v

Namial LGP

Nomnal GDP per capita (i thousands

af LS. dollars)

Inflation (as measured by INDEC UPI)
Inflation (as measured by the City of

Buenos Aures CPL)

Inflation (as measured by the Provinee

of San Luis CP1)
Unemplovment rate
Papulation'”

BALANCLE OF PAYMENTS
(in billivns of LS, dollars):

Current account
o which:
Impors ol poods
Exports of goads
Capital and financial aceowm

Errors and onnssions

[_'l'lil'l]}_ll.‘ mEIass ﬂ\li,‘l'll;l['lu]lill TEsRgIvEs
deposied 1 the Censral Bank
Giross irerpanonal reserves deposiied

"

the Centrn! Bk
PUBLIC FINANCE:
Revenues

Asa %ol GLP
Expenditures

Asa Yoot GDOP
Primary tiscal balanve

AsaaofGDP
Overall Nscal balance

Asa b ol GLP

PUBLIC DEBIT (including arvears)

(in billivns of U5, dollars):
Peso-denominated debr

Foreign-currency denvmimated debi

Total gioss public deb

Total gross debt (ineluding ares and

Untendered 1ebr ) as a "o ol

Total gross debit (inchuding arrears aid

Unitendered Dbt as a % ol
Lavwermnien] reveinues

(H) Asof September 30, 20135
(20 lnmilhwens Based on the census conducted 210

ma = nok avattable

SUNDMARY

Selected Economic Information
(in billions of pesos unless otherwise indicated)

I

For the year endvil and as of December 31,
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Congress
Congress is composed of the Senate and the Chamber of Deputies.

The Senare There are u total of 72 senate seuts. with three tor each provinee und three tor the City ol
Buenos Aires. Of the three senators from each districl, two represent the parly receiving the most votes in that
district. and the third represents the party reeciving the second-most votes, Senators dre elected by popular vote
to serve for sis=year terms, Elections are held o one-thivd ol the senate seals every two years, The last Senate
elections were held in October 20153,

The Chamber of Depuiies, | he Chamber ol Deputies consists of 237 seats. which are allocated in
proportion to each district’s population. Deputies are elected by pupular vote o serve four-vear terms.
Elections for hall of the seats are held evers two vears.  1he last elections for seats in the Chamber of Deputies
were held in October 2015

Judical Sysiem

Fhe judicial system s composed ol federal and pros el ial couns. courts o appedl and the
Supreme Court ol Justice ("Supreme Court™) which has ap to ive justices,

The Consejo de la Magistranra (Judicial Council) consists of an independent panel ol lawyers.
representatives of the judiciary. legislators. a representative of the exceutive branch and an academic. This body
oversees the administration of the judicial branch. the initiation of impeachment proceedings against judges
other than Supreme Court justices and the selection ol judges.  The Jwrado de Enjuactamiento (Jury of
Prosecution) decides proceedings initiwied by the ludictal Council w remoy e judges.

The president appoints all Supreme Court justices subject 1o Senate approsal. Al federal court judges
are also appointed by the president subjeet woSenate approvul. but they must be selected from a list off
individuals submitted by the Judicial Counetl, Supreme Court justices and all tederal court judges are subject 1o
a mandatory retirement age ol 750 All judicial appointments must be approved by two-thirds of the Senate.
Pursuant to a presidential deeree. candidates™ identities and certain additional intormation are published. and the
exccutive branch provides tor o period ol public comment on each nomination belore it is submitted to the
Senate.

boliowing the retirement ol b justices: thie Supreme Court hiid three sitting justices as ol December

2015,
Recent Political History

Argentina has been under uninterrupted civilian rule since 1983, when the last military government
came to an end due to poor economic mandagement und the loss ol a brief war with the United Kingdom over the
Istas Malvinas, In 1983, Raul Altonsin was elected president, In 1989, Radl Alfonsin was succeeded as
president by Carlos Menenm. who was re-clected in 1995 1o a lour-y ear term following the 1994 conslitutional
amendments that reduced the presidential werm to four years Trom sis.

After a decade ol relative stabiliny . Argentima Bced an unprecedented social. economic and political
erisis beginning in 2001 and 2002, See = Lhe Argentine | eonomy — Leonomic Fhistory and Background.™
During this crisis. Argentina’s economy contracted signilicantly and poverty and unemploy ment reached record
levels. The administration ol President Fernando de la Rou, who wok oftice in October 1999, was unable 1o
restore economic growth and during the second halt of 2001, the decpening economic recession lueled rising
social unrest.

Ongoing widespread riots and protests Loreed President de la Rua and his entire cabinet to resign on
December 19 and 20, 2001, Between December 2001 and January 20020 Congress appointed three successive
presidents pursuant o the Constitution. fchading b duarda Dubhalde. who called for elections 1o be held on
April 27, 2003, prior w the sehedaled espivation ol s lern, Nestor Kirchner, former governor of the province
of Santi Cruz, was elected und sworn in as president on May 25, 2003, President Kirchner's term expired on
December 10, 2007, His term in olTice was narked by economice growth. a reduetion ol poverty and
unemplovment rates and large-scale debt renegotiations with a majority ol the holders of detaulted Argentine
bonds.

[J-16

IF-2016-02046068-APN-ONCP#MH

pagina 22 de 187



On October 28. 2007, Cristina L. Fernander de Kirchner, from the Frenie para la Vicioria (Front for
Victory) party and President Kirchner's wile. was elected president, On October 23, 2011, President Fernandez
de Kirchner was re-clected lor a second tour=year terni. which ended on December 10,2013,

On November 22, 2015, Mauricio Maeri. the candidate from the Cambienmos alliance. was elecled
president with 51,3% ol the votes. atler the first presidential run-olt election in Argentine history. [n addition,
congressional elections were held in October 2015 for one-third of the members of the Senate and half ot the
members of the Chamber of Deputies. whose lerms expired in December 2015, As ol the date of this annual
report. the Cambiemos alliance has the largest bloc in the Chamber of Deputies. while the Front tor Victory
party retains a majority of the Senate (taking into account alliances among parties). The next congressional
elections are scheduled for October 2017,

Political Parties
I he following are Avgentina’s principal national political purtics;
o Cambiemuos. founded in 20015, is acoulition of several partics. including primarily:
Cnion Propuesta Republicana (Republican Proposal Union. or “Union PRO™):
Cnion Civiea Radical (Radical Civie Uman: or 0GRV and

Coalicion Civica (Civie Coalition, or “ARIT).

o Partido Justicialiste (P1). or Peronist Party . evolved from lormer President Juan D. Perdn’s
eftorts in the 19405, and includes the following factions:

o Front for Victors: and
o Frente Peronista (Peronist ront).

o Frente Renovador (Renewad! Front or “FR7 L founded 10 2013 s a split-ofT from the ). In
connection with the 2003 presidential elections. the 'R and the former governor of the
Province ol Cordobu. Juan Manuel de Lo sota. tormed the U widos por-unag Nueva dlrernativa

(UNAT) coalition.

In addition. certain provineial poliveal purtics hay ¢ miportant representation in Congress. including
focally-based parties trom Santivgo del Estero, Neuguen. Sun Luis and Catamared,

I'he tollowing table shows the party compaosition ol the Chamber ol Deputies and Senate following the
elections in the years specilicd,

Chamber ol Deputies' Senate”
2011 2013 2015 2001 2013 2015

Party:

Pariido Justicralisia |37 |27 Ui 32 38 40
Front for Victory' " | |17 81 32 3 40
Peronist Front/ Federal P a3 |0 7 . 7 =

Radical Cwvic Limon 1) 41 41 14 |3 8

Unjon PRO Il (B il 2 &

UNA 2%

ARVCvie Coalion i 3 i |

Frenre Renovadon |t - - -

FAP" 22 |5 - 4 5

Others” i o 2 12 &

Totl 257 357 72 72 72
[2-17

IF-2016-02046068-APN-ONCP#MH

pagina 23 de 187



Ly Composition e the Chamber s Depuiies dsof Devcembed (0l cadliavas speeibicd Swhen e deputies elevted durmg such vear ook oftice

(27 Compositon ol the Semate s ob Decembier V1ol gaglisest spesilivd

(30 The members of this facton are meluded m i/ oster Lol addimian (o ehegted deputies and senatars, the figures for Front foer
Victory mnclude deputies and senatons fron other factions ol 1w Peromst Parts whio became members o the Front for Victory white i olfice

(41 These members of this Tachon are mehuded wothe Voo Gestaadicwaral Freme et 0 0 Pederad 15 1he “dissident™ Peromist Pany
whitch 1s the wing of the PIthat s nat pobineally aligned s the Frant or Victory and was tounded i 2005 [ts primerpal members mclude
Eduvarde Duhalde, Felipe Sola and Albero Rodrigues Saa

(5)  FAP 15 a cemer-lefl coaliton composed o vanous parbes. founded oy 2000 B the October 200 5 elechions, the parties Cieneracion para
Lnecneniro Neacwnagf TGENT L ibees del S CFree Mosement from the South pand Loder e ef Espacin Social (Power tor the Social Space)
tormed an glectoral alliance "SURGENT

(&) Inthe October 20135 elections, the ARICivict adalition. the Radwal Civee Uinvon amd Camdin rapnesto Repndlicanu (TPRO™) tormed an
electoral allance ¢ ambrenos”

artidiea st

(71 Includes other registered pariies. promanty cepresemed by one tepshuor each and eemam foeal poliscal prmies of the provines
Somirces Sertote and lrnberaf | Teprties ol A

el

In sccordance with the political retorm bill pussed by Congress on December 2, 2009, eléctions in
Argentina are subject o the following regulations:

e Private contributions lor ¢lectoral campaigns must be from physical persons. not companies.
Inaddition. the Government disteibutes S0% ol state funds tor media advertisements equally
among all candidate lsts. aud the remaining 30% is distributed according o the percentage
obtained by cach political pary e previous election

o Primary elections w elect presidential and congressivnal candidates must be open, mandators
and simultancous: All citizens are allowed Lo vole in the primary of their choosing, regardless
ol party altiliation,

» Inorder to compete in national elections. candidates must obtain at least 1.5% of the vote in
the presidential primary contest (ineluding coalitions) and have the support of a certain
number ol altilidates ws specilied in the bill.

Foreign Affairs and International Organizations
Argenting maintains diplomatic relations svith g variety ol countries and is a member of several

international organizations. Argentina is a charter member ol the United Nutions, o founding member of the
Organization of Amcerican States (COANT Land 4 member of the Tollowing international organizations. among
others;

o the lnternational Monetars T und:

e the World Bank Group:

o the Inwrnational Finanee Corporation:

o the [ADD:

o the Corporacion Andie de Fomenio (the Andean Promotion Corporation, or "CAF™):

e the Fondo Financierv para el Desarrollo de la Cuenca del Plata (Financial Fund tor the
Development of the River Plate Basin or "FONPLATA™):

o the Cenual American Bank for Beonomie Integration (CABETT):
o the International Fund for Agricultueal Deyelopment (<1FDAT )

o the World Trade Organization (W 107 )

e the international Labor Organization:

e the Financial Action Tusk Foree und the Financial Action Task Foree on Money Laundering in
South America CGARESED ™)
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o the International Association ul Insurdnce Supervisors:
e the Tnternationul Organtzaion of Securities Conmmissions;
e the World Customs Organization: and

o the dsociacion Latnoamericana de-lmtegracion (Latin American [ntegration Association, or
“ALADI™)

G-20

Argentina has been a member of the G200 an informal forum that promotes discussion between
developed and emerging-market countries on key issues reluted W the global economy., since it was established
in 1999, The country members designated the G-20 1o be the premier [orum for their international economic
cooperation.

In October 1997, the United States designated Argentinag us  non-North Atlantie Treaty Organization.
or non-NATO." ally

Argenting has entered into bilateral investment treaties with various countries, including the United
States. Canada. Germany. France. Talv. Spain, Switzerland, Sweden and the United Kingdom.  Arbitration
proceedings have been brought against Argenting betore the [CSID. I uccordance with the UNCITRAL. under
several bilateral investment treatios. pringarily as a result ol mesures adopied in response to the economic and
political crisis of 2001, As ol the dute ul this annual report. certain ol these arbitration proceedings have been
settled.  For information ubout these proceedings see “Public Seetor Debt—1 egal Proceedings—ICSID
Arbitration ™

The Financial Stabilinn Board

The Financial Stability Board (*FSB7) is an international body that monitors and makes
recommendations about the global financial system. The FSB seeks w strengthen financial systems and
increase the stability of international Fnancial markets: it does so by coordinating with its members” national
finuncial authorities and international standard-setting budies as they work toward developing strong regulatory.
supervisory and other financial seetor policies o promote international linancial stability. The FSB aims 10
toster a level playing field by encouraging consistent implementation ol these policies across sectors and
jurisdictions.

Argenting has been a member ot the FSB sinee 2009, with participation of the Central Bank. In 2015,
following a review of the FSBs structure of representation, Argenting gained & second seat in the Plenary,

G-24

Argenting hay been member of the Group ol Dwents -Four singe the Intergoy ernmental Group of
Pwenty -Four on International Moneturs AlLis and Deyelopment (G-24) was established in 1971, The purpose
of the group is 10 coordinute the pusition ot develuping countries on monetary and development issues.
particularty issues on the agendus ol the INE Committee and the Development Commitiee: and o ensure
increased representation and participation of developing countries in negotiations on international monetary
system reform,

MERCOSUR

Argenting is o lounding member ol the Southern Common Market ("MERCOSUR™), established in
March 1991 with Brazil. Paraguay und Uraguas . Induly 2002, the founding members (other than Paraguay)
admitted the Republic of Venezuela us o full member of MERCOSUR. and in December 2013, Paraguay
acknowledged Venezuela's status as o full member. Accordingly . in addition to Argentina. MERCOSUR
currently includes Brazil. Paraguay. Uruguay and Venezuela as [ull members or the “Member States.™ In
July 2015, Bolivia signed a protocol o become o full member of MERCOSUR. which remains subject o
ratification by the congresses ol Brazil. Paraguay and Bolivia. Upon approsval. Bolivia will have a four-year
period to gradually adopt MERCOSUR s regulations,

L=1v
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Chile. Colombia. Eeuador and Peru are “Associate States™ ol MERCOSUR, having signed Free Trade
Agreements (“F TAS™) with the trade bloe. InJuly 2013, Guyang and Suriname were admitted us new Associate
States.

Under the Mercosur Treaty . the founding members of MERCOSE R originally pledged:

(1) 1o ereute o tull commuon nurket in goods, services and factors ol production by eliminating or
significantly reducing. i some cises os e o period ol yers, import duties. taritts and other
barriers o trade among members: and

(21 o establish commuon external aritls tor teade with non-members,

With the aim of transtorming the region into a customs union, in December 1994, the founding
members of MERCOSUR agreed to implement a common external tarift. The common external tariff regime
ook effect on Januury 1. 2001, however, each member was allowed 1o exclude certain items from the regime.
The tull implementation of the customs union has been deferred until 2024 us the exceptions period has been
extended 1o allow Argenting and Brazil w maintin their lst ol exeeptions until December 31, 2021, Uruguay
until December 31, 2022, und Paraguuy until December 31, 2023,

Since its establishment, MERCOSUR Bas entered imto agreements with third parties to facilitate trade.
including agreements: (i) establishing u lree wrade zone with Bolivia in 2006 and Chile in 2014 (ii) establishing
a gradual free trade zone lor certain goods between 20035 and 2020 with Colombia, Ecuador and Venezuela
(which was agreed to prior 1o Venezuela®s membership): (iii) establishing a gradual free trade zone with Peru
for cenain goods between 2000 and 2021: (v ) eliminating tarifts beginning in 2008 and reducing tarifls
beginning in 2009 with respeet o certain goods raded with Cuba and India. respectively: and (v) eliminating
tarifts tor certain goods traded with Ispael between 2009 and 2029, [n uccordance with MERCOSUR
regulations. each ol these agreements was negotiated by the Nember States as o trade blog,

In addition. as of the date of this wnnual report, MERCOSUR and the Buropedan Union have
re-launched negotiations relating to their 1995 framesyork agreement tor the development ol free trade,

Following a suspension ol negotiations in 2004, MERCOSUR and the United States have also resumed
negotiations relating to the hemisphere-wide Free-1rade of the Americas Agreement (FTAA) pursuant to the
1991 “Four Plus One™ Agreement.” These negotiations are ongoing as ot the date of this annual report.

UNASUR

Unton de Nacianes Stidamericanas (South American Union ol Nations, or “UNASUR™)L is a South
American organization. formed by 12 Sauth American countries W Toster integration and unity among the
countries and their people. with the aim ol eliminating soeioeconomic inequality by prioritizing political
dialogue (including the =democraey clause.” which suspends the membership ol any country in which a
sovereign government is remoyed through undemoeratic meuns) sociul policies. education, energy.,
infrastructure. finance and the environment. Within UNASUR. the Counsel of Economy and Finance is
responsible for analy zing economic topics ol regionul interest such as international reserves. linancial satety
nets, trade and economic dey elopment.

Banco del Swur

Banco del Sur, or “BdS.7 05w des elopmient bank wrmed by seven South American member countries
ol UNASUR. which include Argenting, Botivia Brazil, Leuador, Paraguay . Uruguay and Venczuela.

On September 27. 2009, the presidents ol each of the seven lounding member countries signed the
Convenio Constitutivo (Articles of Agreement) to create BdS, On September 7. 201 1. Argentina’s Congress
ratified the Articles of Agreement ol BdS. which became effective in April 2012, BdS's authorized capital is
L/.S.$20 billion. and the founding member countries agreed to provide L.S.87 billion in initial capital. The
Ministers” Council of the BAS met for the first time on June 13,2013

Sovereign Territorial Dispuile
Argentina reatlirms 11s legitimate sovereignty rights over the Malvinas. South Georgias and South

Sandwich Islands and the surrounding maritime areas, which are un integral part of its national territory, Due to
the fact that these archipelagoes are illegally occupicd by the United Kingdom. they are subject 10 4 sovereignty
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THE ARGENTINE ECONONMY
Economice History and Background
Background

In the late 18005 and carly 19005, Argenting enjoyed u period ol great prosperity, with per capita GDP
rising to the level of muny Western Luropean countries. During this period ol growth. Argentina’s economy
relied heavily on sustained international demand 1or its agricaliral commodity exports,

The onset ol the Great Depression and World War [ howeser, brought dramatic changes in the
Argentine economy as a decling in world trude deprived the countrs ol its main source ol revenue. The
Government responded o these developments with w major shill in economic poliey, adopting a model of
state-led capitalism and import substitution. Accordingly . stite inten ention in the economy became
pronounced.

Beginning in the 19405, the Government nationalized many basic industries and services and raised
import barriers in @ bid (o make Argentinu seli=sullicient in industey and agriculiure and o shelter its economy
from foreign competition. Government invelvement in sectors runging from oil and ¢leetricity o
telecommunications and finuncial services became significant.

Although in the 1930s 4 new era of worldwide prosperity began. the Government’s role in the economy
remained significant and Argentina experienced relatively low growth in comparison with other developing
countries.

Although manufacturing had become the Lirgest component ol the ceonomy by the mid-1970s, the
country’s exports continued 1o be dominated by agricultural products, During this period. the Argentine
cconomy continued to grow at substandurd fevels.

In 1976. the Govermment began to shitl wway from the import-substitution model, lowering import
barriers and liberalizing restrictions on toreign borrosings.  he adoption ol a crawling-peg exchange rate
regime by the Centrul Bank induced uppreciation ol the peso and incurrence ol external indebtedness by the
public and private scctors between 1977 and 1981 Despite this shill in polics. from 1981 through 1990,

economic growth was undermined by
s political instabifity:
o large subsidies ol state-onmned enterprises:
e high inflation:
e periodic devaludtions ol the currency

e aninetficient tax collection system: and

inetficient production

From 1981 through 1990, the uyerage annual real GDP contraction was 0.7%. The Government
financed its fiscal deficits during this period primacily through Central Bank credit and louns from loreign
bilateral and multilateral creditors.  The incredse in Central Bank eredit w the Government resulted in
unchecked increases in the money supply thut led w high levels ol intlation. From 1981 through 1990, uverage
annual inflation was 876 0%, Additionally ., in 1982 the Government defaulted on its external debt.

During the 1980s. the Government adopted several economie pluss in an etfort w stabilize the
economy. While these plans achieved some anitial success, they ultimuely tailed and the continued high levels
of state intenvention in the cconomy inhibited its competitiveness.  |hese factors. combined with high levels of

inflation. frequent changes in Government policy and financial market instability . prevented the Argentine
economy lrom achieving real growth,
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Liberalization of the Ecoponny Inmid-198%. the Menem administration inherited an economy
sutfering from hy perinflation and in deep recession. Relations with external creditors were strained,
commercial bank debts had been subjected o two restructurings and were ugain accumulating past-due interest,
IMF and World Bank programs hud lapsed und puyments to the World Buank and the TADB were frequently late.
The immediate objectives of the Menem administeation were o stubilize prices and improve relations with
external creditors,

Following several unsuccesstul elforts w stabilize the ceonoms und end hy perinflation. the Menem
administration adopted an economic progran that sought w liberalize the economy and impose monetary
discipline. The new economic program. which came to be know as the Convertibility Regime, was centered on
the Convertibility Law of 1991 and related measures: [ts principal feaures were the following:

e 4 lfixed exchange rate vegime that pegged the peso to the LS. dollar und tied the monetary base
to international reserves. limiting te Centeal Bunk™s monctary policy tols;

o privatization. deregutation and wade liberalization programs: and

e the improvement ol relations with external ereditors (including by retinancing a substantial
portion of the Government™s debt through tie Brady restructuring in 1992),

['he Convertibility Regime and the Government’s free-market initiatives temporarily achieved price
stability. increased the efficiency and productivity of the Argentine economy and attracted significant foreign
investment. Real GDP grew 9.1% in 1991 and 7.9% in 1992, From 1993 through 1998. real GDP grew at an
average annual rate ol 4.8%. despite u 2.8% contraction in 1995 largely utributable 1o the capital flight wiggered
by the Mexican financial crisis ol 1994,

The Convertibility Regime. however. had signilicant shortcomings. including the following:

o nflexible monetary poficy. By stripping the Central Bank of s monetary diseretion. the
Convertibility Regime limited the use of monetary policy 1o stimulate the economy in response
o downturns in economic activity

o Dependence on foreign capital. Ay sharp reduction ol foreign capital inflows, often triggered
by luctors beyond the Government's control. threatened untimely contractions ol the money
supphy - Argentina’s dependence on loeeign capital was heightened by the opening ol the
Argentine cconomy o forergn rades which resulted in significant trade delieits, and by the
Government’s vecurring Jiseut deticits. which were heavily lnanced with foreign capital,

o ludnerability (v external shocks. The dependence un foreign capital, coupled with the lifting ot
state controls an capital ows, made the Argentine economy s ulnerable w external shocks.

e Over-relianee on certanr economic sectors, As aresult ol'the real appreciation ot the peso and
the peso’s peg Lo the LS. dollar. economic growth during this period was driven by the
services sector. and in particular the Tnancial and public services sectors, with
production-based munulucturing and industrial sectors lagging behind. In addition, any
contribution from the agricultural sector from increased volume ol production was offsel by
declining international commaodity prices.

o Rising unemplovment. Despite ceonomic growthe the relative slow growth in labor intensive
sectors such as construction and manufiacturing increased unemployment levels,

Ihe shortcomings ol the Convertibiliyy Regine became evident during the economic downturn
triggered by the Mexican linancial crisis ol 1994, The collapse ol Menieo’s crawling-peg exchange rate
undermined investors” contidence in emerging markets und raised doubts ubout the sustainability of the
Convertibility Regime.  This {oss of conlidence triggered u sharp reduction in net capital inflows. which turned
into net vapital outilows i 1993, causing w liguidity erists i the Argentine bunking system. As a result,
Argenting experienced its lirst ceonomic contraction since the Conventibilinn Regime had been implemented.

Following the Mexican erisis. Argenting™s cconomy resunied the Tevels of growth it had recorded in the
first hallof the 1990s. Froni 1996 tirough 1998 GDP fricreased atan unnual average rate ot'3.8%. However,
the Government relied heavily on borrowings. st front esternal sources and ultimately from the local banking
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system and the newls -organized prisate pension funds. o nanee the defivit. Beginning in the last guarnter of
1997, external factors. including regionul tinaneil erises n Asia and Russia rising ULS, interest rates and
falling commodity prices, caused the capitul Dows w turm negdtive. cconomic aetivity o decline sharply.
ultimately precipitating the economie erisis ol 2001,

The Crisis amd Beginning of Recovery: 2001 and 2002

During the last six months of 2001, the growing perception thit a devaluation o the peso was
imminent triggered @ massive run on bank deposits and u signiticant aceeleration ot capital tlight Irom the
Argentine economy. lotal déposits in the Argentine bunking system tell by 20.3% in the last six months ol
2001 and the Central Bank"s international reserves fell by 42.1% in the sume period,

In & last bid to sateguard the Comvertibility Regime and avert the collapse of the banking sector, in
December 2001, the Government imposed strict per-person. per-month limits on bank withdrawals (known as
the corralito). etfectively limiting the ability of depositors 1o withdraw approximately LLS.S60 billion in peso
and dollar demand deposits [rom the financial system. [t also imposed strict toreign exchange restrictions in
Argentina, Shortly thereafter. the Government announced that it would deler interest and principal payments on
a substantial portion of the Goyernment™s debt,

Massive social unrest led tthe carly resignation ol President de la Rua’s administration and triggered
a political erisis that culminated with the election ol Mr, Pduardo Duhalde as president in January 2002,
Congress passed the Pubhic Emwergeney and Relorn Lasw of 2002 (the ~Public Emergency Law™) which formally
terminated the parity between the peso and the LS. dollar and brought the Convertibility Regime to an end.
Through the enactment oi the Public Emergeney Law and u series ol decrees. the Duhalde administration wok
the following meusures:

o ratified the suspension of puyments of Argenting’s sovereign debt exeept lor debt with
multilateral eredit ugencies:

o eliminated the dual exchange rate system adopted immediately following the end of the
Convertibility Regime and replaced it with a single exchange rate that allowed the value of the
pesa Lo loat against other currencies, resulting in o 240.1% increase in the 1S, dollar-peso
exchunge rate in 2002:

e ordered the “asy mmetric™ conversion into pesos (known as “pesification™) of certain 1S,
dollar=denomimated assets and lubilives ot the Tollowing exchange rates: Ps. 100 per
LSS 00 tor private sector debt Gindividual and carporate U5, dollar-denominated debt) with
financial institutions and other ceeditors, Pso A0 per LSS 100 1or all LS, dollar-denominated
public sector debt instruments i the portalios ol nadonadl and provineial financial institutions’
porttolios and Pso LA per U S ST 00 forull VLS. doliur-denominated bunk deposits:

o amended the churter ol the Central Bank w allow it to print curreney. make certain short-term
advances w the Government and act s a lepder of fast resort w linuncial institutions
experiencing liguidity ditficulties: and

e imposed lurther restrictions on bank withdrawals iknown as the corralon) until
December 20020 which effectively froze all erm deposits and subjected them o mandatory
restructuring,

Additionally. turther resteictions on foreign ¢schunge transactions were introduced in 2002, including:

o limits on the amount ol UUS: dotlurs that could be held per month in bank uccounts:

o limits on tanslers ol loreigin currency outside o1 Argenting. and

e restrictions on toreign trade transiactions

he economic crisis peaked during the Grst siy months ol 2002, During this period. economic activity
collapsed with the largest contraction in the level ol ccononie activity in Argentine history. liscal revenues tell,

inflation rose significantly and the Hnascial sy stem™s hyguidity erisis worsened. In addition to the controls over
the foreign exchange market. the Government imposed manditon repatriation of export proceeds, Striet
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foreign exchange controls. together with wsignificant surplus in the country's trade balance. ensured a supply of
foreign curreney W the market and resulted in the appreciation ol the peso in the second halt of the year.

By the middle ol 2002, the policy ol combining the sale olinternational reserves with the tightening off
controls over the foreign eschange market wnd capital moscments suceceded in stabilizing the peso. As the
domestic currency stabilized, inlTationurey pressures declined. This, conbined with the expansion of the
monetary base. permitted u gradual stabilization ol interest rates. which had sharply increased following the end
of the Convertibility Regime,

During the last six months of 2002, real GDP contraction had slowed 1o 6.7%. as compared 1o the last
six months of 2001, and Argentina recorded a U.S.$5.0 billion surplus in its current account. As off
December 31. 2002:

e the peso had appreciated W Ps, 356 per dollur, compared w a low ol Ps. 3.87 on June 26, 2002:

o inflation. as measured by INDEC CPL was 8.0% lor the six month period ended December 31,
2002, compared 10 30,5% or the six-month period ended June 30, 2002, 1n 2002, inflation, as
measured by INDEC CPLwas 40.9% and as measured by the wholesale price index ("WPI™)
was T 8.0%. which. although signiticant. was relativels [ow in comparison to the more than
240, 1% depreciation o the peso awainst the LS, dollar during that year: and

o the Central Bunk s intermtional reserves had incecased 1o LLSS10.5 billion. from
LS. $9.6 billign dan June 30,2002,

Despite the improyvement in ceonamic conditions during the last sis months ot 2002, overall GDP
declined 10.9% tor the year compared W 2001,

To prevent the continued appreciation ol the peso. the Central Bank eased certain of the foreign
exchange restrictions imposed between November 2002 and January 2003, The improved economic conditions,
in particular the reduction in capital flight [rom the Argentine economsy. also allowed the Government o begin
lifting restrictions on bank withdrawals in November 2002,

By the end of 2002, the cconomy seemed w s @ bottomed out tron the erisis and the recession that
began in 1998, However. the recovery was selagainst extremely depressed levels of economic activity. similar
to those of the early 1990s. [n addition. the recovers was the result ol a set ol economic policies aimed mainly
at managing the ¢risis. but failed o include structural retorms needed o generate sustuinable long-term
economic growth.

The Kirchner Administration: 2(003-2007

Nestor Kirchner beciame president ol Argemting on Muy 23, 2003, The cconomic recovery that began
in the lust six months ol 2002 continued durtng 2003, with GPP growing by 8.:8% in 2003, This improvement
was primarily a result ol a growth i denand or Argentine exports: fnereased domestic production spurred by
improved consumer and ty estor condidence dnd the substitution of imported products with domestic products.
During the first yeur of the Kirchner administrativn. guasi-currencies (treasury bunds issued by the Argentine
provinces during the economic erisis) were withdrawn from circulation and restrictions on bank deposits were
lifted. In the same year. renewed contidenve in the nancial system was evidenced by a 24.0% increase in
nominal terms in total bank deposits.

The Argentine economy continued to grow in 2004, 2005, 2006 and 2007 at rates ot 9.0% (representing
the rate of change trom 2003 10 2004, caleuluted using data published by the INDEC prior to June 29, 2016).
8.9%. 8. 1% and Y.0%. respectively. During this period. the international reserves of the Central Bank increased
to Ps. 143.5 billion as of December 31, 2007, compared o Psc 4 b4 billion as of December 31, 2003, The
Kirchner administration™s tiscal and trade policies aimed to generate o Hseal surplus as well as a trade surplus.
In each of 2004, 2003 and 2006. Argenting recorded o trade surplus while the Government generated fiscal
surpluses primarily through increased wx collections contributed by exports. Intlationary pressures increased in
2007 and through mid-2008 as a result of growing demand and continued supply constraints.
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Fernandez de Kirchner's Administration: 2008-2013

Cristina L. Fernandez de Kirchner. the wite ol lormer President Nestor Kirchner. became president of
Argenting on December 10. 2007, and was reelected in 2010 1, extending her term in oftice until December 2015,

he strong economic rebound that ook place in Argenting between 2003 and 2007 began to fade
during the first hall' of 2008, President Fernandes de Kirchner sought u one-y car exiension of the Public
Emergency Law in December 2007, which empuowered the administration to govern a broad range of issues
without congressional approval. The Fernandes de Kirchner administeation continued. and over time expanded.
the interventionist economie policies ul the prive administration. ineluding expansionary fiscal and monetary
policies aimed at maintaining economic growth rates, as well as price controls, taritt limits. subsidies and export
taxes,

In March 2008, a series of hikes in export tases on agricultural products sparked a five-month conflict
with farmers. By the third quarter ol 2008. the Argentine economy began o experience w downturn that was
aggravated by the escalation ol the globul (inancial crisis. In November 2008, Congress approved & law
nationalizing the private pension system in Argentina. under which the assets held by private pension funds,
including signiticant equity interests in o wide range ol listed companies. were transterred W a separate fund as
part of a new public system administered by the ANSES. Argentina experiended episodes of bunk deposit
withdrawals and capital outilows in 2008, The Central Bank vaised interest rates W lintit capital outflows from
Argentina just as the economic downturn set i, which. in e, exacerbuated the downwrn in the economy,

By mid-2009. public finances had rapidly deteriorated. with public expenditures growing at double the
pace of revenue during the first hall ob the ycaras the Government attemptled o limit the effects of the
recession. Private estimates of ecunomivc activity shuwed contructions between 2.3% and 6.0% during the first
six months o 2009, The Fernandes de Kirehner admimistration lost conwol ot both houses of Congress in the
midterm legislative elections held in June 2004,

Although cconomic activity beaan o recover during the lourth quarter of 2009 due. in large part, 1o
growth in industrial activity. public finanees continued to weaken: Lxtraordinary revenue. including social
security contributions and public transiers trom goy ernment agencies such s the Central Bank and ANSES,
played a key role in supporting the 19% rise in wlal public sector revenue in 2009, During 2009, however.

“social tension continued to increase. In response W opposition and lelt=wing union demands. the Government
announced the extension ol two anti-poverty programs—a tumily allowance for tormal sector workers earning
less than a monthly threshold and income support for informal sector workers and the unemployed.

In late 2009, the Government issued o Decrero de Necesidad y Crgencia (emergency decree) making
foreign reserves held by the Central Bank availuble tor external debt poyments. Resistance from the Central
Bank’s president. Mr. Muartin Redrado. to transter Central Bank reserves for this use led to a standoft between
the administration und the Central Bank. which ultimaely resulted in Mr. Redrado’s resignation in January 2010
and renewed coneerns over governability - political stability and debt sustainability,

[nflationary pressures rose rapidly in carly 2010 as the Central Bank initiated its practice of providing
financing to the Government to cover u portion ol the tiscal deficit. The INDEC reported that 12-month
inflation had reached Y. 1% in ebruary 20000 while private survey s estimaled that inflation had reached between
20 to 253% during the same period. AL the same tne. the economy began (o show signs of recovery, as
industrial output increased. | he Argentine economy grew by [0 A% in 2010 reaching the highest level of
growth since 2005, This growth was primarily driven by high commaodite prices, u rapid rise in wages. the
appreciation of the peso and higher levels ol inflation. which spurred growth in construction and investments in
durable equipment. Growth in private consumplion swas. W o significant extent. atributable o continued
increases in Government subsidies und transters during the v ear (including through the administration’s
anti-poverty programs). o contrast. the current account deteriorated during 2010, with the current-account
surplus falling from U.S.$8.2 billion in 2009 to o deticit of LLS.$1.5 billion in 2010. as the trade surplus, a key
source of foreign currency . narrowed by more than 20% in 2010,

In June 2010, the Government conducted the 2010 Debt Exchunge w restructure Untendered Debt.
with an aceeptance tale ol 8 1%, Although approsimately Y2% ol Argentina’s delaulted debt was restructured
through its 2005 and 2010 Debt Exchanges. an apgrepate principal umount of approximately U.8.56.1 billion of

Untendered Debt remained vutstunding following these debt restructuring initiatives and litigation with the
holdout creditors continued.
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The Central Bank continued its expansionary monetary policy in 201 1. particularly through its
purchases of toreign currency and lending to the Freasury, The Central Bunk additionally continued its
sterilization efforts tw support the peso through the issuance of Central Bank notes (LEBACs and NOBACs).

Shortly after her reelection in October 201 1. the Fernandez de Kirchner administration introduced a
series of capital and foreign-exchange controls intended o inerease foreign curreney supply and reduce foreign
currency demand. During the 12-month period ending in December 2011 capital outtlows were estimated to
have reached L1.5.$25 billion. ornearly nall of the Central Bunk s Toreign reserves. Asa result, demand for
LIS, dollars increased. leading o an increase in the gup between the oflicial and unofficial exchange rates,

Argenting also began o experience energs shortages in 200 L tollowing years of very limited
investment in the energy sector. as well as the clectricity and natural gas treifl-ieeze maintained since 2002 as
part of the Government's emergency mueasures, Between 2008 and 201 1. subsidies w the energy and transport
sectors had increased by 136% as the energy loreign trade deticit grew, The public sector recorded a deficit of
Ps. 30.7 billion in 201 1 compared to u public-sector surplus of Ps. 3.1 billion in 2010,

With the support ol Congress. which came under the control of President Ferndndez de Kirchner's
party with the October 2011 general election. the Government continued its interventionist policies in 2012, In
the wake of narrowing fiscal und external surpluses und slowing economic activity, in April 2012. the
Government announced an amendment o the Central Bank™s charter. which increased its discretion in
policymaking and provided it with additional waols w intervene in the linancial system. including in pursuit of
its new aim of promoting economic growth with social equits. 1n May 2012, Congress approved the
administration’s bill to nationalize 31% ol the shares of the country s largest vil company, YPF S AL (Y PEY)
which was majoritv-owned by Spain’s Repsol S.ALRepsal ™).

In mid-2012. new restrictions o the purchase of toreign currency were introduced. The Government's
attempts to shore up loreign reserves were primarily driven by its dual goals ol accumulating LS. dollars to
service its external debt obligations and maintaining @ butter to uvoid u curreney fun in the event ol a
deterioration of global market conditivns or sharp slowdown of domestic cconomic activits,

Phere was a marked deceleration ol veonomiv activity in 200120 as real GDP contracted by 1 1%,
compared 1o an expansion ol 6.1% in 20101 The year swas dlso marked by gising social unvest. with major
antigovernment protests held aeross the country and the st 24-hour general strike sinee 2003, reflecting
growing dissatistaction with the sharp ccononiic slowdown. persistent high intlation and increasingly restrictive
foreign-exchange controls,

During 2012, the primary balance (el sharply w a delicit o Ps, 4.4 billion—the first deficit since
1996—from a surplus ol Ps. 4.9 billion in 201 1. as expansionary fiscal policies that relied in part on Central
Bank financing failed to prevent an economic slowdown and a decrease in tax revenue growth. The overall
fiscal deticit represented an estimated 2.1% ol GDP in 2012,

Facing continued social unrest. in June 2013, the Ferndndes de Kirchner administration announced an
increase in social transters through two programs proniding child allowances o houscholds based on certain
income thresholds. [nan ongoing attempt o stem inflation. in June 2013 the Government announced price
freezes that covered approximately 300 products (including Tood. beverages. cleaning products and toiletries)
for an initial three-month period. which was subsequenty extended through a series of price freezes into 2014,
The economy experienced moderate growth b 2013, as real GDP grew 2.3% compared  the previous vear.
Nevertheless. the poverty rate is estimated o have inereased above 2075 Jduring the same period.

InJanuars 2014, the Central Bank allosved the peso o depreciote by w nominal 7% in one day-—the
largest correction w oeeur 1 a single duy sinee the 20001-2002 ¢risis—as international reserves tell below
U.S.830 billion. Shortly therealier. the Government announced an easing on certuin foreign-exchange conteols.
Inan effort to tame inllation. the Government also launched the Precios Cudados program in January 2014,
which established price controls on w broad range ol busic household and other products.

In February 2014, the Government and Repsol reached an agreement on the terms ot the compensation
payable to Repsol for the expropriation ol the Y P shares. Such compensation totaled U.8.$5.8 billion payable
by delivery ol Argentine sovereign bonds with various maturities. The ugreement. which was ratified by Law
No. 26.932. settled the claim filed by Repsol with the 1CS1D,

In May 2014 the Government reached w settlement agreement with the members of the Paris Club, a
group of sovereign creditors. in connection with outstanding debt vwed 1o Puris Club members on which the
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Government had detaulted during the 2001-2002 ¢conomic erisis, Inaccordance with the terms ol the
agreement, the total vutstanding debt will be canceled vver a live-veur period. See “Public Sector Debt—Debt
Record—Paris Club.”

By mid-2014. INDEC data revealed that the Argentine economy was in recession. This data was based
on the new methodology established by the INDLEC in February 2014 in response to the IMF's censure off
Argentina in 2013 for failing o provide sccurute statistics in uccordance with the IMFs articles ol agreement.
Although this new methodology brought the INDECTS statistivs closer to those estimated by private sources,
differences between otficial data and private estimutes renvained.

[n June 2004, the Govermment sas constrained by i order ol the District Court ruling that it make
ratable pay ments W holdout ereditors wheneser it repay s holders o its bonds issued pursuant 1o the 2005 and
2010 Debt Exchunges (the =2005 and 2010 1 sehunge Bonds™), The Gosernment refused o comply with the
District Court’s order and was prevented. by operution ol the courtCs injunction. from making payments to
holders of certain ol its restructured bunds issoed under New York luw. This event prevented Argenting from
regaining access o the international capital murkets, thereby inereasing the risk ot a balance-of-pay ment crisis.

In August 20140 a4 24-hour general surike, wiggered by inereasing unemploy ment and o tall in real
wages. halted public transport und kev services. A trend in declining industrial output that began in the
third quarter of 2013 continued through 20140 as the country 's manulacturing. mining and utilities sectors taced
an erosion ol consumer and business contidence. continued high inflation and waning demand from Argentina’s
biggest export market, Brazil. By October 2014, the gap between the otficial and unofficial foreign currency
exchange rates widened 10 80%, In 2014 the fiscal deficit continued to grow, as otal expenditure growth
outpaced revenue growth, primarily as a result of an increase in the Governnment’s social benelit and pension
payments.

Between mid-2014 and Murch 2015, the premium tor LS, dollars oitered in the unolficial market
narrowed from approximately 80% to 35%. This premium reduction retlected the temporary boost provided by
a L'.S.510.3 billion three-y ear currency -swap agreement betsween the Central Bank and the People’s Bank of
China. as well as the Centeal Bank™s issuunee ol L s, dulla-denominated local bonds. However, the
Government lailed to address underty g Dseal and external imbalances. During 2014, the overall fiscal deficit
rose o Ps, 1097 billion, representing o 70% inerease compared w 2013, Tntotal, primary spending rose by
41.8%. with transters w (he private sector, particularly in the form ol energy subsidies and social aid, driving
this expansion. Real GDP contracted by 2.6%0 in 2014

With global capital markets closed w Argenting sinee the 2000 sos ereign default. o trade surplus fueled
by high international commaodily prives remained the main source ol loreign currency reserves lor the Central
Bank tor over a decade. However. exports were undermined in 2014 by continuing external competitiveness
problems, talling commodity prices and am cconomic slowdown in Brazil, Argentina’s primary market for
manufactured exports. Intotal, export earnings tell by 10% in 2014, Although imports also fell substantially.
the trade surplus narrowed o LS .$60.0 billion. Inflows of Toreign curreney during 2014, including through
currency swap agreements entered into by the Central Bank with the People’s Bank ol China, increased
international reserves. leading 1o the first annual increase in the balance of pay ments since 2010,

In 2015. the Government continued to spend heavily. priositizing fiscal expansion ahead of the general
election in October. The continued growth in Government spending contributed 10 a modest recovery of the
Argentine cconomy beginning in the first quarter of 2005, Despite adeceleration ol inflation. monetary
expansion aecelerated in the first hull ol 2005, During 2015, the monetarny supply rose by 30.2%., compared 1o a
20.5% increase in 2004, The dillerence between 2004 and 2013 rellected u change in the Central Bank's
sterilization policy: in 2004, the Cenwal Bank sterilized P, 9406 billion und raised interest rates on Central
Bank notes ( LEBACs). whereas sterilization tell signiticuntly w Ps. 8.7 billion during 20135 as a decrease in the
LEBAC rate reduced investments by the linancial svstem in Central Bunk notes. Ina move o boost
consumption. in July 2015, the minimum wage was increised by 3 14%e—the 1irst major increase since
September 2014,

By mid-2015. China had become wn important ading pastoer Cas Argentings second-hargest export
destination atter Brazil) and source of loreien exchange. purticularly in light of the Gosernment’s inability 1o
access the international capital markets, As a result, the depreciation ol the renminbi led the Government 1o
tighten loreign-exchange controls in August 2015, with @ view to protecting its international reserves and
avoiding a currency crisis. In an effort to avoid a peso devaluation before leaving otfice in December 2013, the
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Fernandez de Kirchner administration turther tightened toreign exchange controls and raised interest rates in
November 2015,

Principal Government Policies and their Impact on Argentina's Economy (2011-2015)

The Fernandes de Kirchner administration failed 1o change policies that were introduced as emporary .
emergency measures in response o the 200 1-2002 eeondmie erisis (lneluding toreign exchange controls, export
taxes and the freeze on electricity und natural gas taril1s), Inereasing intervention by the Government in the
economy through price controls and meuasures designed w discoursge substitute imports, as well as exports ot
certain produets. and an increased tax burden on productive aetivities had the effect of reversing the upward
trend in the competitiveness of Argentina’s commodities exports and total manutacturing activities, At the same
time. the expropriation of domestic corporations. strict capital controls and the related appreciation of the peso
in real terms discouraged investment, | he administration”™s systematic use of expansionary monetary and fiscal
policies throughout the business eyvele promuted chronie high inflation. Domestic savings and the development
of local capital markets were andermined by the imposition of negats e real inmerest rates, The macroeconomic
imbalances that resulted Tront meonsistent macroccononie polivies and the unresolved litigation with holders of
Untendered Debt hmited the Republic™s aeeess o mternational capital markets. resulting in the Government's
growing dependence on Central Bank peso foancing and the use of Central Bank foreign currency reserves to
service public debt. President Fernandes de Kirchner's policies inereasingly eroded businesses™ contidence in
the Argentine economy. which resulted in o lack ol investment. capital outflows and o significant decline in the
Central Bank™s international reseryes,

The principal government policies ot the Fernandes de Kirchner administration and their primary
effects were as tollows;

1. Expansionary monetary policy and foreign exchange conrols. An expansionary monetary policy
and pervasive foreign exchange controls, coupled with an unwillingness to allow the peso o float
freely. resulted in a real appreciation ol the peso and o loss of competitiveness ol Argentine
production. The expunsionary monetars policy fueled inNation (which grew trom 9.5% in 2011 to
24.0% in 2014 as measured by the INDEC CPL or Trom 23.3% in 2010 1 1o 39.0% in 2014, as
measured by the Provinee of San Luis CPL.

2. nereased regulation 1o confrom mflationary pressires. o response o aceelerating intlation, the
Fernandes de Kirchner administration resorted 1o mesisures wimed at controlling supply. rather than
reining in demind. T hese measures included discretionarny subsidies. export restrictions and price
controls.  Fhese measures created additionad distartions in relative prices und deterred long-term
investment in key sectors of the Argentine economy. ineluding the energy sector,

3. Disconraged invesimens. he real appreciation ol the peso and foreign exchange controls
adversely altected investment generully. [nthe energy seetor. the fack ol investment was
exucerbated by the Government™s unwillingness o correct utility taritts that had remained trozen
tor the Greater Buenos Adres Area (approsimatels 15 million inhabitants) since the 2001-2002
economiv Crisis. Argentinu—aonce u nel exporter ob energy —became o net importer in 2011 with
otal energy imports of L.SS6.5 billion in 20014 and L834.6 billion in 2015, The Government's
reluctance 1w adjust ritls and its decision w subsidize energy consumption resulted in direct and
indirect transters to the energy sector. increasing from Ps. 303 billion in 2011 to Ps. 161.2 billion
in 2015,

4. Expanding public expendineres. Lxpanding expenditures by the public sector resulting from a
policy ol heavily subsidizing energy and trunsport. the inerease inemploy ment through the
ereation of public sector employment, o broadening of pension benelits and a significant expansion
of social welture benelits eraded the scal surplus created between 2003 and 2009, and resulted in
rising primury liscul deticits beginning in 2002 (0.2% 01 GRP L which. by December 2015, grew
o 1.8% o) GDP tor 201 3.

'_JI

Dependence on Cemral Baph finanemg  The L ermandez de Kirchner administration relied on the
Central Bank w finunce o growing portion ol the Government's deficit (from a surplus of

Ps. 4.9 billion in 2011 o a deficit ol Ps. 1048 billion in 2013). Advances to the Government
turther increased inflationary pressures, while the recurrent use of the Central Bank's

LLS. dollar-denuminated reserves to make pay ment on the Government's foreign debt caused
international rescerves to deeline substantially . As ol December 31, 20135, the Cenual Bank s
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internationul reserses stood at U SS23.6 billion, compared 10 1 .S.846.4 billion as of
December 31. 2011

Muacri Administration: 2015-Present

Presidential und congressional elections in Argenting ook place on October 25, 2015, and a runoff
election between the two leading presidential candidates was held on November 22. 2015, resulting in
Mr. Mauricio Maeri (from the Cambiemaoy codlition) being elected President of Argentina.  The Macri
administration assumed oftice on December 10, 2013

Since assuming oftice. the Macri administration has announced and executed several significant
economic and policy reforms, including:

o Foreign exchange reforms L he Macri administration eliminated a significant portion of foreign
exchange restrictions, including certain curreney controls, that were imposed by the Fernandez de
Kirchner administration.  These retorms are expected o provide greater Hexibility and easier
access 10 the toreien exehange market (MULCT See “Defined Terms and Certain Conventions—
Exchange Rutes and Fachunge Controls——Ixehunge Controls™ for o deseription ol the principal
measures adupted s o the dite o this annual report,

o INDEC reforms. On Junuury 8. 2010, buased on i determinution that the INDEC had tailed o
produce reliable statistical intormation. particularly with respect to CPL GDP. poverty and foreign
trade data: President Macri declired o stute o) administrativ e emergeney for the national statistical
system and the INDEC until December 31, 2016, On June 29. 2016, the INDEC published the
INDEC Report including revised GDIP duta (or the yvears 2004 through 20135, For more
information. see “Presentation ol Statistical and Other Information—~Certain Methodologies.”™

o Financial policy. Soon after taking otfice. the Muert administration sought to settle the
outstanding claims with the holders of Untendered Debt. and the Minister of the Treasury designed
adebt restructuring and cuncellation program swith the aim ol reducing the amount of outstanding
Untendered Debt. In Februars 2016, the Republic entered into agreements in principle to settle
outstanding cluims with certain holders of Untendered Debt and put forward a proposal o other
holders ol Untendered Debt. including those with pending claims in US. courts. subject to two
conditions; obtaining approval by the Argentine Congress and litting the pari passu injunctions.
On March 2. 20160 the District Court agreed o vacate the pari passa injunctions, subject 1o two
conditions: first. the repealing of all legishative abstacles w settlement with holders of Untendered
Debt and second. Tull pasment o holders of pard passac inpunctions with whom the Government
hud entered info agreements i principle onor belore February 29. 2016. in accordance with the
spectiv terms ol sueh vgreemenis, G April 13 2070, the Distrer Court’s order was alfirmed by
the Second Crrcuit Court ol Appeals: On March 31, 20160 the Argentine Congress repealed the
legislativ e obstacles to the setdement and approved the Setlement Proposal. Argenting closed the
April 2016 T ransaction on April 22, 2006 and spplicd ULS.54.3 billion of the net proceeds to
satisty settlement pay ments on agreements ol holders of upproximately U.S.84.2 billion principal
amount of Untendered Debt. Upon conlirmation that the conditions set torth in its March 2. 2016
order had been satistied. the District Court ordered the vacatur ol all pari passu injunctions.
Argenting subsequently issued bonds in aggregate amount ol L.8.52.75 billion on July 6. 2016.

o Foreign trade reforms. | he Kirehaer and 1ernandes de Kirehner administrutions imposed export
duties und other restrictions on several sectors, particulurly the agriculural sector,  The Macri
administration eliminated export duties on wheat. com, beel, mining and regional produets, and
reduced the duty on soy bean exports by 3%, from 35% w0 30%. Further. a 3% export duty on most
industrial exports was eliminated. With respect o pay iments for imports and services to be
performed abroad. the Macri administration announced the gradual elimination of restrictions on
access 1o the MULC for any transactions originated before December 17, 2015, Regarding
transactions esecuted alter December 17, 2015, no guantitatis ¢ limitations remain in effect,

o Fiscal policy. | he Maer administration ok steps to anchor the fiseal accounts. reducing the
primary lscal detieit by approsimately 18% ol GDIY in December 2015 through a series of tax
and ather measures. wid pursues o primary. scal deficn trget ol 4.8% ot GDP in 2016 through the

[3-30)

IF-2016-02046068-APN-ONCP#MH

pagina 36 de 187



[£=(1

00 1SN 01161 'Sd

sea 3100 FURYIND A 9 ()T 71 T dguadag ugy ey dRuryavy uFnao) oyl [0 voiraado (UapIo Ayl aInsud 0}

PApUAIUl UOHU2AIRTUL P YHm mo(r »m osad A panogn AIUIS ST U] [RAUA) JU | C€10T TL1 4aqWwada(g uo

DO TSS ) OV9L 7] “Sel PAYITAT DI ABURYINA An[|OP "S- 0sad ay se o 170f £g anpes ut Funsnfpe (Suonoesuen

J0 $ad K1 uPLIaa a0] AU ATITAT) M AFURYAD 0sad [RTTe Y1 U parnsas awidas afuryana ajdinw

AU JO TUINUBLWSIP Y S 1OT O LDALUAIIC] HO PAL AN S10U0D SFURYAIND UTIDIO] A1 1oue (mipaui]

UL - WNIPALE YT UL LIAVOFT 101 (ed paUmIsns » pisol SWouoas gt aping o1 §aas g s [Moys ags ur amosd
anpgns SR UONENSIUILLPT IR YT G UIYRLIDPUN SIWALUASNIPE SUDLND pUr Sauowl (pasiy sy |

saaneniu

S AUDLLULIA O AT FUNIUT STUING O SUONaUn UL ripnl a1 paznsar pun sunoa aunuaday

UL U1 PATUA]TYD UDDY DAY SIATITIIUT § UL AOFY DT 1O 1IPLIAD JIDAIMOL]  IUIUNSaA
SRNWNS PUL 101908 TTADUD DU U1 SUOIIMSIP 1DALION O S1Ie nonnnsuiupe Lanpy sy uedionaed
IPYIRWL DAL UD §P |04 § JUALLID O ] AUNPAL pus aowrlp owjndas s JFut<ipow
ST AUNMALIOD ] “INJUN] IS PINOD PUR pasaaun Spraap e sadud GIaunaaps admasn
NS B SY S SUDLIDAD UL ISR [RHUTISYNS 1 PUR 103112 UL SIPIsgns (&aua o tondod e
1O UOHBUILLLA DT PAIUNOLILIE TOFASIILPE LIRA AU1COUaFy UompnEay] S1aaag:] (puoneN)
POPIAIAT D) 3 SOPDIEAN [DHOIIEA AN UL ID QOT | ON uonnjosay) pur fuipy pur (iauyg
JO ANSIULA QYL O Q1OZ/0 "ON LONN[OSIY YFROIL UONIPP’ U] WSS QI At jo §11an9as
pue (ppenb agt amuraend oy wieaFoad paieuipaoos vesannua aggnd paapap e o uomaadoos ayy
Y quatuddin pur uFsap o1 Tuuga pUB ST [0 CHSIUA ST AUNMLISUL ST Y08 S LHunos
o1 1121019212 jo A|ddns a1 amsua 01 PAUFISAP SUONA A O TUATTWIA A0 A1 SN0 SHuaFiatud
JODMIS QY| L IOT T S2QUUAACT (LN 1D UL UL 1AV A1 WSS S1ALN931D [ruoney
Ay 01 1adsar I SOUATIALLA [0 MNS T PARIAAP LTI UAPISAL g istn {Fiaua Furwold agr o
asuodsal up “| |0 Ul safvuoys Emua 2duanadya o) undag PUNUSTIV TSISLD DIUOU0Ad Z00T-100E
AU} WIS SLM SR [RIney pur QDL UO IZO00] PANLNUOD L] SE [ S1 10038 (F1aua a1 ul
WAUNSIAUT PAIUT] U2 O SIS FUNO||O | SRofad Pub Auasawa o a0 S0 [PHo1ID,

QLOT UL YT PAUIBLLAL SEY OISR DW0]] amssaad Saptonepun s o ol

SR 1S2UMUL 05ad PasIvg pupR sasurrgul SIIALOU SSANI 2DNPAS 01 SO UONRZILIMS paskaiaul
SEU NURE] [ROUA Y DU [ Q10T A0] 00 CT=07 10 PURG 1 FUIPAAUT S Cang| INau Yo s1agm)
UONRIUL IS PUR AN 81 AFURIND FUen (g e @fpmed ueowdas Sunadie uone(ju

uR [0 uondopr a1 pasunouUT BOTITSIIUPI LIDREN S [ SAMGUIT Xnpauen Jo o310

‘BINT SQ 1EPNG S pasur|irg 1 A3 01 ST R AP & uonnasiips
LORIA 4] SAUMIPUAAND UITLAD [0 GONEZIIRTRION! A1 DI SAPISYNS 10 1OneuIiga

IF-2016-02046068-APN-ONCP#MH

pagina 37 de 187



Gross Domestic Produet and Structure of the Economy

GLIP is o measure of the total salue of Tnal products and serviees produced in a country. Nominal
GDP measures the total value of Noal production in current prices. Real GDP measures the towl value of final
production in constam prices ol a particular vear, thus allowing historical GDP comparisons that exclude the
etfects ol inflation. Argentina’s real GDP lgures are measured in pesos and ure based on constant 2004 prices,
as revised in the INDEC Report.  Among other adjustments, in calealating GDP for 2004 the INDEC made
changes to the composition o GDP that resulied i o downsard adjustment of approximately 129% tor that year.
In caleulating real GDP tor subsequent years bused on the reyvised 2004 GDIL the INDEC used dellators that are
consistent with its revised methodology to caleulate inthation, By understating inflation in the past. the INDEC
had overstated growth in real terms.

Ihe intormation set torth below in this section has been derived trom statistics included in the INDEC
Report.

The Tollowing table sets forth the eyolution of GDP and per capita GDP lor the periods specitied. at
current prices.

Evolution of GDP and Per Capita GDP
{at current prices)

2| 012 2013 2004 ' 2015
GDP (i millions ol pesos) Ps 281307 P 2O IR Ps P13 Ps 1) Ps 5838544
GDRP tmmilbons vt LS
dollurs)” LSS SHOU2 LSS BRI LSS BldA8Y TS 670 LSS 629903
Pervapita GLP (R 1283 L&Y U | 4537 LSS [3, USY ERE
Peso / LS dollar exchange
rae™’ 414 433 S 812 v27

{1y GDP figures in tus table are expressed m nwminal enmn
(2y  Aversge normmal exchange mite tor i petiod spedilivd
Source. [INDEC cmd Mustev of the Treasnn
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The following tables set torth information on Argentina’s real GDPL by expenditure. for the periods
specified. at constant 2004 prices,

Composition of Real GDP by Expenditure
(i millions of pesos, at constant 2004 prices)

TR 12 23 2014 2015

Consumption
Public secror consumption s T F S SAATY s 87413 P W03 Ps G6. 6002
Private consumption ekl J98 G 322,064 4494 946 519.818

Total consumption S8 3T SRIATT Ol w77 SRS 449 616420
Gross imvesiment (R | I8 988 |44 429 133 46 | 40851
Exports of goods and setyvices 161357 1534 w0 144447 F39.017 | 38,395
Imiports of goods and services |2 104 (83074 191,183 [ 68350 177.682

Net exports/{ impors ) (L0623 (28 174 1 7850 129.333) (39.287)
Inventory provision ERE L2874 8754 4365 2638
Statistical discrepanes = = N e ==
Real GDP Py a8 s s s 722425 Ps 703942 Ps 720641

Source: INDEC and Minustry of the veasin

Composition of Real GDP by Expenditure
(as Yo of total real GDP, at constant 2004 prices)

2011 W12 R R 2004 25

Consumption
Pabhie secton consumplion (R b R A |3y Rt | 344,
Private consumptivn 01y A UK} 721

Total consumption 83 N5 N4 4 832 83 5
Gross mvestmeint 2 w7 B 11\ IV ('R
Exports of goods und servies 20 R Q7 197 162
Imports of goods and services 2o 35N 20} 25 47

NCIcX]}uﬂ.\.rllnlpmlal 14 3 Pl 1 (5] 1 (53
Inventory provision | 8 | & -2 30 14
Statsstical discrepancy N == = ) ==
Real GDP |0 L%y PO "y T (% 1D (#y 100 s

Sonrce INDEC wnd Munstey of the Treasury

Evolution of Real GDP by Expenditure
(%o change from previous year, at constant 2004 prices)
w11 2012 2018 W 2015

Consumption
Public sector consumpiion i 0 W hive i Y Yy 67
Private consumption

AR It {3.2) 50
Total consumption =B ~;-_' o §7 o 140y S
Crross investment |71 LR 176) 35
Exports of goods und services 41 [T (7.0 ()
Imports of goods ind serviees hafii} (5] (1135) %
Net exports/{impurts) ) o vad i T 280 (13 9)
Inventory provision =7 4 (REST V3251 fid (81 3)
Statistcal discrepuncy - o -
Real GDP RLICT g 2 e 4%

Source INDEC andd Mimsiry of the Devosniry
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Fhe following tables set Torth inlormation on Argenting’s gross investment, by expenditure, tor the
periods indicated. at constunt 2004 prices,

Composition of Gross Inyestment
(in millions of pesos, at constant 2004 prices)

2011 2042 2003 2004 2015

Natural Resources and others N IS8 ) 45 431 437 433

Durable equipment for production

Machinery wnel eoupiment
Natt ol 2| Y A 2].633 34 650
Imported Al ] W, 222 14 50 33,204 35280
Totad 3 808 I SR 54,837 39910
Transport producis

Nauonal 12147 [20493 )4 s 10495 11704
Imported 7720 3,368 1472 6 036 5706
Total 19,7724 | 7 062 2 463 16,532 F7411
Total durable eguipment for production 85 002 73676 Bi).56 | 71,368 77,321
Construction” 6. 7704 62917 3438 6l 654 63,076
Total gross investment Ps 150,760 s | 38988 Py 144,429 Py, 133,460 s 140,851

(1) Ineludes research-and deselopment and Cultmated odogical resaitves
(2)  Includes minimg exploration
Sourve: INDEC and Mimsiry of the Treasum

Composition of Gross Inyvestment
(as %o of total Gross Investment. at constant 2004 prices)

20l 12 14 2014 015
Naturai Kesources andd others | 10 3%y WAy 0y, 3%, 1) 3%
Durable equipment tor production
Machimery and equipment
National 15.9%, {57 17 0w 16 2% 17 5%
Imiported =7 8% £ b 25 0%, 24 Wiy 25 iy
Tutal 53y TR TN T Al 1% 4230 —
Iransporn products
Niticpal XL X T sy T 9% 8 3%
Imported 5 1% J g ol 4 5% 4 1%
fatal | BE | 274 4 9%y 12.4% |2 4%
Total durable equipment lor produdtion Si 8y LA S5 HOy 53 594 S Gy
Construction™’ 43 0% 45 3% 13 9% 46 2% A4 80
Total gross investment 100 0% CI000%  1000% 100.0% 100 (%%

(1) Includes research and development and cultiated biological resuurees
(21 Includes mung exploration
Saurce INDEC and Misery of the Tredasney
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Real GDP by Sector
(in millions ol pesos, at constant 2004 prices)

2011 2012 013 2014 2015

Primary production:
Agriculture, Tivestock. lishenesand lorestn P 1,232 Py 345800 Ps 49722 Ps 51,322 s 54.676
Minmg and extractives Uncludmg petroleum and gas) 23,005 23,33 22404 22117 23376

Total pimary production 74:857 67 918 72125 74,0159 78.052
Secondary production
Manutacturing | 3284 |28 8Ky | 345 | 24,304 | 24 368
Construction RMT 22358 2043 21877 22303
Electneity, gus and water 11137 | 1636 11,718 11,939 12,347

Total secondary production | 6 RRY | 6292 165008 | 58.080 159437
Services:
Transpontation, storge and communivativig 2R3 32 si2 4,088 53418
Trade. hotels und restaurants L8 i TR |1y 3RS 112,135 | (4.976
Financul, real estate. business and nental semvices RE N i TN 10,257 R XTS [EVARGh Y.
Public sdminstration. education. health socul and

persomil services LR (OR PR PARIEE 46,274 Y9007
Domestic sery es’ \Jb I + 134 4247 4.254 4 285

Fotal services TR Vi 20y W2 270 355 830 364375
Plus import dutics less adyustment for bankiny

service” | 1826 DI 123,021 115973 118779

Total real GDP Ps 713680 Ps 706165 Ps  T22425  Ps 703942 Ps 720641

(1) Includes services completed by domestic warkees neludimg viretisher s domestic servants amnd private chaulteurs

121 The production teures ot table do pot imelude daties assessed on imipsarts used i production, which muast be wken into account for
purposes ol determuning real GDPF Tmport duties Lo purposes ol determuning eeal GDF ure recorded under this hing iem

Source INDEC and Mnestry af the Treasin
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Real GDP by Sector

(as a Y% of real GUP. at constant 2004 prices)

2011 2012 2013 2014 2015

Primary production:
Agnculture, hvestock. Nshenes and

forestry 729, 630 H9Yy 7 3% 7 6%
Mining und extractives {including

petrotenm and gas) § A% 3% 3 [ 329 370%

Total primary production [0 5% 9 6% 10 0% 10, 5% 10 8%
Secondary production:
Manufacturing: |4 B8 | 3% [ 1y |7 % |73
Construction 3:2%, ¥ 3% 1% 3ol % 3 1%
Electricity. gas and wael || 6% | 7% %) T4 | 7%

Total secondars production Bkt FE 22y BRI 22%
Services:
Transportation, storize and

commumcation 7 <y 7 ¥y 77 7 T
I'rade, hotels and restaurants ALY 13 2% F3 0 % 4. 5% | b 3%
Financial, real estate. business and

rental services '3 8% 4 1% b [ER [ 409y
Public adoiustration, education,

health. social and personal seryvives | i | 328 | 3 | E T 1474
Domestie services 1 f%e g A i 1 Gy

Total services b 1 ST SR 30 89y S0 fa%y
Plus import duties less adjustiment o

banking service | 6, il | 7 1%y {3 3%y 16 5%

Total real GDP RIS RS I\.-_II U Lah _|m_| 110 1EH) (%%

(1) Includes services completed by domestue workees meluding caretakers, domestic servants and private chautfeurs:

(2)  The production figures m this table do not include duties assessed on imports used in production, which must be taken inte account for
purposes of determining real GDP Impont duties [or purposes of detenminimg real GOP are recorded under this bhne item

Source: INDEC and Muoustey of the Treasnn

[n 201 1. real GDP increased by 6.1%0 Growth was primarily driven by the services sector. which
increased by 6.7% and accounted tor 49.6%0 ol real GDE for 2001
restaurants experienced the highest growth,

Within the services sector. trade. hotels and
Vs ocompared W 20100 the primary production sector decreased by
3.5%, primarily as a result ol a 3.8% decrease in mining and estractives. while the secondary production sector
increased by 7.7%. primarily as a result o WY, 3% increase in construetion.

In 2012, real GDP decrcased by 1.1% This contraction in economic activity was primarily due to the
primiry production sector. which decreased by 9.3% and wecounted Tor 9.6% ol real GDP for 2012, and the
secondary  production sector. which decreased by 24%. primarily as o oresult ol a 3.0% decrease in
manufacturing.  As compured w0 20010 the services seetor inereased by 0.7%. primarily driven by a 4.5%
increase in domestiv services,

In 2013, real GDP increased by 2.3% Growth was primarily driven by the services sector, which
increased by 1.7% and accounted for 30 1% ol real GDP Tor 20130 Within the services sector. wholesale and
retail trade and repairs experienced the highest growth,  As compared to 2012, the primary production sector
increased by 6.2%. primarily as a resull of an increase in agriculture. livestock. fisheries and forestry. while the
secondary production sector increased by 1L3%. primarily as wresult ol a 1.6% increase in manufacturing.

In 2014, real GDP decreased by 2.6%.  This deeline tnoreal GIDP was primarily driven by the services
sector, which decreased by 1.8% and accounted tur 30.3% ol real GDP for 2014, Within the services sector.
public administration. education. health. social and personal services experienced the highest growth,  As
compared o 2013. the secondary production sector deereased by 4. 2% primarily as a result of a 5.1% decrease
in manufacturing. while the primary production sector inereased by 2.7%, primarily as a result ol 3.2% growth
in agriculture. livestock. lisheries and [orestry .

[n 2013, real GDP increased by 2.4%, Growth was primarily driven by the services sector. which
increased by 2.4% and accounted for 30.6% of real GDP tor 2015, Within the services sector. public
administration experienced the highest rate ol growth. As compared 1o 20140 the primary production sector
increased by 3.4 and the secondury production sector inereased by 0.9%,

D=37
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'he tollowing table sets lorth Argenting’s real GDP wrowth by sector lor the periods specified.

Real GDP Growth by Sector

(%o change [rom previous year, at constant 2004 prices)

2011 2012 101l 2004 015

Primary production:
Agriculture. livestock fishenes and loresun (I (R 1 3% 2% 6 3%
Mining and extractives fincluding petrokéum dand

gas) 38y T S BRI | 3% 2 8%

Total primary produetion [ LR T 2% 2% 3.4%
Secondary production:
Manufacturing 77 13U, | 6% 151 )% 1.2%
Construction e o5y (24 (4% (21 e 2.9%
Electricity, gas and water 4 7% 4 7% 0.3% | W% 3 4%

Total secondary. production 7% 12 4% | 3% 4. 2)% 1 9%
Services:
Transportation. sterage and commumicalion 354 (] 7%, T3 0.7% 23%
Trade, hotets and restaurants [ At (2 4 =29 {6 e 2 4%
Financial, real estate, husiness wid rental ser ey oy | it LN NS I 8%
Public admimistration, sdbcati, healthe social and

personal services Aty R | Py | T4 28%
Domestic senaves 2 I 3y 2:3% 0.3% 0.6%

Total services (G 1 7% | 7% U] 8)%% 2 4%
Plus import duties less adpustnent tor bankimg

seiliget Pl 084, 33 (57% 2.4

Total real GDP (7 ] R 2% (26)% 2.4%

(1) Includes services completed by domestic workers meluding coretakers: domestie servants and privie chautfeurs

(2)  The production figures i this tabbe do gt e lude dutes assessed en mports used o produdton. which must be aken into aecount for
purposes of determiming real GO mpeel duties Tor purposes gl determimimg repl G are recorden under this e tem

Sanrve: INDEC and Muvsorv of the reasins

Primary Production

In 2015. the total primary sector production increased to Ps. 781 billion. or 3.4%. from Ps. 74.1 billion
in 2014, The fishing sector increased by 2.4%. from Ps. 2018 billion in 2004 w Ps. 2.24 billion in 2013,

The following tables set forth Argenting™s primars production und growth for the periods specitied.

Primary Production

(in millions ol pesos, at constant 2004 prices)

2011 2012 2013 2004 2015

Agriculture Livestock und game Ps 48170 Py 4l -4 125 6054 Ps. 47.620 Ps 30933
Fishing |44 | TS5 201 57 2.183 2.236
Forestry, loggmg and related services 37 (A (Y 1518 1307
Minmng and extractives (including L

petroleum and gas) _ 23338 2404 v s vy 23,376
Total sector production Py T4U85T by BTER A e N T4.058 Py 78.052
Sowrce: INDEC and Munstov of the Treasun
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Primary Production
(%0 chunge From previous year, at constant 2004 prices)

2001 2012 2013 2014 2015

Agnculture, Iivestock ainl game (20 (14 upe 1] % 34% 7 0%
F!5h|“g 3 ‘ [y O _"‘ ", ] :Ul. :40"
Forestry. logging and refated servives |58 T T 1% 5% (U8)%
Minmg and estractives tincludmg s

e (580t 3 i, 54 3 Qo
petrolewm wnd gus) _ afte R | 5% 28%
Total sector produgtion [ 33 (A 6 2% 27% 3 4

Source: INDEC amd Mimistey of e [reagyney
Agriculture. Livestock, Fisheries and Ioresirny

Argenting relies exclusively onits domestic supply tor virtually wll agricultural and livestock products,
and is a4 major exporter of primary products. including cereals: grains. meat und fish. Crop production consists
primarily ol s0y. corn and wheuat, During the 2014 10 2013 s¢ason. suy ., corn and wheat production represented
49.9%, 27.5% and 11.3% ot wtal agricultural production. respectively, During 2015, Argentina’s agriculture,
livestock, lisheries and torestry sector uccounted for 1O.8% of real GDP

As of the date of this annuul report. the INDEC has not vet releused revised segment-by-segment
production and growth data for Argenting’s agriculture. livestock and hunting or forestry sectors for the years
2011-2015.

Mining wnd Extractives (ncluding Petrolewm and Cas Production)

I'he mining and extructives sector consists primarily ot precious snd semi-precious metals. coal.
petroleum and gus exploration und production. Historieally . mining activity in Argenting has represented a
small part ol the economy. accounting tor 3.2% ol real GDPin 2013

Argenting is the second largest produger of natural gus and the fourth largest producer of crude oil in
Latin America. based on 2014 production. secording to the 2015 edition of the BP Statistical Review ol World
Energy. published in June 2005, Sinee its expropriation of 31% ot the shares ol YPE. the Government has
controlled Y P, which, as ol December 31, 2015, held interests in 108 oil and gas fields in Argenting, YPF. in
association with private puartners. is ulso engaged in projects relating w the exploration and development of
unconventional resources. including shale oil and gos, primarily i the Faca Muerta tormation located in the
provinces ol Neuquen and Rio Negro,

Secondary Production
Manufacturing

Argentina’s manulueturing sedtor prinwrily consists ol the production o tood and beverages, chemical
products and substunces. common metds. rubber und plastic products. motor sehicles. trailers and semi-trailers
and apparel. The 2001-2002 cconvmic crisis thal severely alfected Argentinn—with GDP contracting 10.9% in
2002—had a significant adverse ettect on this sector. The adoption of impaort-substitution policies commencing
in 2002 contributed to the growth ol this scctor by 4.8% on aserage each year. Between 2003 and 2008, growth
was also fueled by growth of munulactured products, which becume competitive due to the ettects of the
devaluation ol the peso and investments aimed at stimulating production. Fhe manutacturing ol industrial
products. such as chemical products, planes did ships, and ngricultural products. such as crops and livestock.
also contributed w exports during this period. 1 2013, the manufucturing sector accounted for 17.3% of real
GDP.

During 201 1. the manutacturing sector grew by 7.7% compured to 2010, This increase was primarily
driven by:

o 0 192% increase in muchinery and equipment. aecounting lor 15.3% ol the total growth in the
manufacturing sector in 201 12

e 14.9% increase in food and beverage production. uccounting 1or 13.2% of'the total growth in the
manutacturing sector in 2011 und
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4 6.4% ncrease in the production ol chemical produets und substances. accounting for 10.4% of
the wotal growth in the manulacturing sector in 2011

During 2012, the manulacturing sector contracted by 3.0% compared to 2011, This decrease was
primarily driven by:

o 09.9% decrease in trailers und semi-trailers und apparel. accounting tor 22.7% of the total
contraction in the manubcturing sector m 2000 2:

o an 8.2% decrease in the production of motor vehieles. tratlerse and semi-trailers. accounting for
15.3% ol the total contraction in the muanutacturing sectorin 20102: and

03, 7% decrease in cammon mietids . aecounting lor 14.6% of the total contraction in the

manutacturing sector in 2012,

This decrease was partially offset by a 4.4% incredse inthe ¢
increase i entertainment and communication equipment.

hemical product and substance sector and a 20.3%

In 2013, the manutacturing sector grew by 1.6% compared 1 2012, This increase was primarily driven
by:

e a5.3% increase in chemical products and substinces. aecounting for 43.53% of the total expansion
in the manufacturing seetor in 2013:

an 8.3% increase in the production oF motor wehicles, railers. and semi-trailers. accounting for
28.0% of the wtal expansion in the manuiacturing sectorin 2013 and

an 8. 1% increase in non-metallic minerals. aceounting foe 21, 1% ol the total expansion in the
manutacturing seetor in 2013

This increase was purtially vltset by u 3% decreuse in the metal products seeton

During 2014, the manulacturing sector contracted by 300% compared to 2013, 1 his decrease was
primarily driven by:

a4 20.6% decrease in the production ol motor sehicles. trailerss and semi-trailers. accounting for
22.7% of the total contraction in the manutacturing sector in 2014:

a 12,4% decrease in the production of machinery und equipment. accounting tor 15.2% of the total
expansion in the manufacturing sector in 20 14: and

e 4 13.7% decrease in metal products. uccounting lor 11.8% of the total expansion in the
manufacturing sector in 2014,

During 201 3. the manutacturing sector inereased by 0.2% compared 10 2014, This increase was
primarily driven by a 2,5% increase in lood und beverages. a 0.0% increase inrubber and plastic products and a
7.7% increase in lurniture,  his incredse was purtiahly ottset by a 8. 1% decrease in common metals production

and an 1 1% decrease in motar vehicles, wailers, and semi-trailers.

Consiruyction

There is a strong correlation between the evolution ol real GDP and the construction sector. which
primarily consists of residential projects. The construetion sector aceounted [or 3.1% ol real GDP in 2015

In 201 1, the construction sector gréw by ¥.5% compared to 2010, tueled by public sector investment in
intrastructure projects und road construction. as well us private sector investment in residential housing and
construction lor commercial and industrial purposes, During 201 1. the construetion sector accounted for 3.2%
of real GDP.

In 2012. the level of activity in the construction sector decreased by 2.4% compared to 2011, primarily
due to a deceleration of overall cconomic uctivity. During 2012, the construction sector accounted tor 3.2% of
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real GDP, Investment in construction in the hydrocarbons sector decreased in 2012, while construction activity
in all other public and private sectors increased.

In 2013, the level of activity in the construction sector decreased by UL 1% compared o 2012, In 2013,
the construction sector accoumed for 3, 1% ol real G

In 2014, the level o uctivity in the construction seetor deereased by 2.1% compared to 2013, primarily
due 1o unemployment in both the private and public sectors. |n 2014, the construction sector accounted for
3.1% of real GDP.

In 2013, the fevel of activity inthe construction sector inereased by 2.9% compared W 2014, primarily
due 1o an increase in private sector projects. which was partially otfser by a decrease in public sector projects
and construction activity in the hydrocarbons sector.

Electriciny Gas and 1 aer

Electricity in Argentina is primarily produced lrom combined cyele (which uses both gas and steam
turbines to produce electricity ) and hvdroelectric sources, with supplemental generation from gas. coal and
nuclear plants. The electricity. gas and water sector represents o small fruction ol the Argentine economy,
accounting for 1,7% of real GDP in 2015,

Although electricity production in Argentina experienced pusitive grawth between 2011 and 2014, the
rates of growth decelerated during this period. Llectricity production increased by 6,9%. 3.8%. 3.2% and
1.1% in 2011, 2012, 2013 and 2014, respectivelye ineach cuse us compured to the previous vear. During this
period. Argentina relied in part on fuel imports o mect exeess consumption needs. The following table sets
forth information on Argentina’s electricity seotar lor the periods specilied.

Principal Economic Indicators of the Electricity Sector
(in GW/hr, unless otherwise specified)

201 2012 pATA 2014 2015
Production of ¢lectricity sector
Combined tyete A G838 1 b 314032 ni
Hydroelectric R HR el HUS Y HL 063 ni
Chiher ! M0 4 3T 2 kL STRY] nu
Imports 1412 42 1390 n.a
Total generation Az . laus 131,205 na
Consumption by economic sector
Industrial 35918 R{RAI 3814 38,025 na
Residential : 35 8 3 Ao 38821 40,387 ni
Commercial 18434 | 8,777 | 8854 |9 4494 na
Others _ G ds2 1,703 9749 9936 na
Bl S 3420 38 4,004 na
T'otal cansumption 10206 |03 4978 AL 111,845 Mna

(1) Includes diesel. wind. nuclear, gas, stean ad solar gneigs

{2)  Imports. primandy from Uruguay, to meet domestic demand in escess of domestie production
na =nol avalable

Sourcer INDEC and Vlisiey of the Treqsin

In December 2015, President Maueri declared a stale ol eimergency with respect W the national electrical
system thal is expected to remain in etleet unul December 31,2017, The state of emergency will allow the
Government to lake actions designed o guarantee the suppls ol'e

cetrivity o the country such as instructing the
Ministry of Energy and Mining to desivzn and implement. with the couperation ol all lederal public entities. a
coordinated program to guarantee the qualite und securits of the electricity system; In addition. the Macri
administration announced the elimination ol sume energy subsidies currently in effect and a substantial increase
in electricity rates, For more information. see = —~Leonomie History and Background—™Macri Administration:
2015-Present” and =—Role ot the State in the Leonomy - Oiland Gas Industry.”
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The following table sets Torth the imports and exports of Tuel and energy for the periods specified.
Exports and Imports of Fuel and Energy

2011 2012 2013 2014 2015

Total FOB exports
(in millions of U.S. dollars) LESE 82 9% LS Y 983 LUN 734963 LI5S % 68407 LI'S§ 56,788
Fuel and energy

i mlhions of LS dollars) [EREL A YT 5562 4 95L 2252
As a %o of total FOB expons % 1% BTy T 3%, 7 2% a.0%
Change from previous yeal A (361 (501 (9 ) (17 07%

Total CIF imports ) )
(in millions of U.S. dollars) LSS T

LIS § 74442 11,5365 230 US.§ 59,757
Fuel and energy
L milliens of U'S dollars) Y746 12N 11455 6842
Asa Yol woal ClF imports ¥ 2 ER (R 17 6% 11 4%,
Change trom previous year 1) g (8] AU (1244 8 4%
Net (imports) exports of fuel and ) i R ) )
energy (in millions of U5, dollurs) b WL Ha L 1 E : U5 36 505) LIS $i4.590)
Source. INDEC and Muustry of the Freasur
Evolution of Exports and Imports of Fuel and Energy
(%o change in volume from previous year)
21 2012 2013 2014 2015
Change in volume ol exports (BRI T (7 9¥h (3%
Change in volume of imports [EEEeHL e (1250 3 8%y

Source  INDEC and Miisiey of the dreasun
Services

Fhe services sector represents the largest portion ol the Argentine economy. accounting tor 49.6% of
real GDP in 20110 50.4% in 2012, 50.1% in 2013, 50.5% in 2014 and 30.0% in 2013,
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The lollowing tables set forth the composition and growth of the services sector lor the periods
specified.

Composition ol Services Sector
(in millions of pesos, at constant 2004 prices)

pATIN 2012 pUR] 2014 2015

Wholesale and retail trade and repairs Py Y760 Ps 93972 Py 98416 Ps Y1346 Ps Y4404
Transportation, storage and

COMIMUNICALION Services 53533 32392 53702 54088 33418
Real estate, busimess and rental Servives Thl7 T3 024 T3 170 71.901 73,060
Education. Socil and health services 42794 Jd /52 15,904 46,940 48 388
Financial senvives KRR B 27 1167 26474 27.628
Other commuity ol and personal

SErVICEs | 8573 | 84103 [ 8631 18279 | 8,563
Public admimistration 2848y RS ATE: 20 31,055 32,056
Hotels and restaurants i 11,041 AT 10,784 11,8482
Domestic Serviges' D] 4134 4,254 4,285

Fotal Py 333726 Pa 36229 P Ps 335830 Ps 364375

—— e = B R

(1) Includes services completed by domestics workers mehuding caretahers dumestic sepvants aisd priviate chautieurs
Source ANDEC and Muisony af the Tregsar

Growth of Services Sector
(% change from prior year, at constant 2004 prices)

2011 2012 2013 2014 2015
Wholesale and retail trade and repairs [} 9% (2.8)% 259 (T 0% 2.8
Transportation, storage and
COMMUAICALON Services 53 07 25 7 258
Real estate, business and rental services 57 (03] 12 7y 16
Educatian. Social and health seryces 4 URE 248 X3 LAl
Financial servives Yy Fi I 14 24
Other community, sogial and personul
ey Ices a | ¥ (3 (2.00) |.&
Public admimistration 2 Al 26 3 3z
Hotels and restaurants it |2 ERET L 17y (b9
Domestic services 2 4% 212 3 b
Totwal e 0% T % (1 8% 24%

= i e s

(1) Includes services complered py domesties workers meluding caretakers, domeste seivunts and private chautteurs
Sowrce, INDEC and Mosiey of the Treasin

Between 2001 and 20150 the servives sector grew by 3.0%. This increase was primarily driven by
growth in financial services, which increased by 10.7% during this period, education and social and health
services. which increased by 13.1%h public adnunistration. which increased by 12.5%, and transportation,
storage and communication services, which inereased by 0.3% during this period.

In 201 1. the services sector grew by 6.7% compared 10 2010, This increase was primarily driven by
growth in wholesale and retail trade and repairs. real estate. business, rental services and transportation, storage
and communication services, including an increase in telecommunications stémming from the development of
mobile technologies,

During 2012, the services sector arew al o decelerated rate of (7% primarily due 1o a decline in
wholesale and retail trade and repairs, o 200120 the services sector was the only sector that contributed
positively W GDP growth, inereasing us o pereent ol GRP om 49.6% in 2011 w 30.4% in 2012,

In 2013, the services sector grew by 1.7%, This inerease resulted from growth in each sub-sector other
than community. social and personal services and hotels and restaurants, with particular growth in education and

social and health services, public administration and wholesale and retail trade and repairs.

In 2014, the services sector decreased by 1.8% compared W 20013, This decrease was primarily driven
by the contraction ol wholesale and retal tade und repais
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In 2013, the services seetor grew by 24", compared 0 2014, This growth was primarily driven by the
increase in education, social und nealth services and wholesale and retail trade and repairs

Felecammunications

I'he telecommunications sector has grown in terms of the total number of lines ecach year since 2001.
Much of this growth has resulted from a substantial increase in the use of mobile communications. which have
become increasingly commaon in Argenting as more alfordable cellulur phone plans have become available and
consumers’ purchasing power has improved. The number ol fised wire lines has increased by 21.2% since
2001. while public phone lines fell by 44.3%. Benween 2011 and 2015, the number of cellular phone lines
continued to increase. although at lower rates thun in previous years.

The table below rellects certain inlormation regarding the wlecommunications sector,

Summary of Telecommunications Sector
tin thousands of lines)

2011 o W 2013 W04 STER
Lines '~ -
Fixed wire | W W 9. 787 Y854 G881
Cellutar’ 57454 N HaY [RRSETR 61,527 632149
Public phones e | b3 _ 0 W 8%
Total lines 873t LAUSS . A 71471 73.188

(1) Average for Januarv-Cletober 2015

(21 Annual average Tor ¢ach veur mdicated

(3)  Lines n service

(4)  Telephones in service

Source  Ministry of Federal Plamung, Public lavestient and Services

In October 2009, the Argentine Congress passed the Audiovisual Communication Services Luw
No. 26,522 (the “LSCA") to replace the general legal frameswork under which the audiovisual media industry
had operated in Argentina tor approximately three decades. This luw. which impaosed restrictions on the
ownership ol licenses. was challenged by privae companies operuting in the audioy isual media indusiry on
several grounds. including its encroachment on constitational rights. On October 29, 2013, the Supreme Court
ol Argenting uphebd the constitutionaliny ol the | SCA

On December 16, 2014, Congress passed Law No. 27,078 (the “Digital Argenting Act™). which
partially repealed the existing National Telecommunications Law No. 19798 and conditivned the effectiveness
of Decree No. 764/00 (which had deregalated the telecommunications market) on certain new regulations. The
most significant change 1o the former National T'elecommunications system was the ereation ol a new public
service referred 1o as “Public and Strategic lntrustructure Use and Aceess Serviee [or und among Providers.”
By characterizing this activity as a public service, providers (including audioyisual communication service
providers) could be required o grunt other “Intonmution and Communication | echnologies™ (or =T1C” the term
used to reler wo telecommunication servives under the Digital Argenting Act) service providers aceess 1o
network elements. related resources or servives o such other TIC service providers w render their own
services. Networks and intrastructure omners could be required W grant network access W competitors that had
not made investments in their own inlrastructure.

Until December 2015, the Argentine media industry was governed by the LSCA and the Digital
Argentina Act, and subject to the oversight of two difterent enforeement ugencies: (a) in the case of the
audiovisual media industry. by the LSCA und its tederal entorcement authority (the "AFSCAT™). and (b) in the
case ol the welecommunicutions industry, by the Digital Argenting Act and its lederal enforcement authority (the
“AFTICT).

On December 29, 2005, the Mueri administration Issued Decree No, 207/2015 (the “New Media
Decree™) pursuant to which it intends. among other measures. o gradually converge the audiovisual media and
telecommunications industries under the sume regulatory Tramework,. Among other things, the New Media
Decree (1) creates d new Nutional Communications Ageney (CEnacom™ ) u selt-governing decentralized entity
under the Ministey ol Communications, which replaces AFSCA and AVTIC as the authorities empowered to
enforce the LSCA und the Digital Argenting Act: (1) eepeals and amends several provisions of the LSCA.
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including mandatory divestment reguirements: and (i) eliminates the vestriction on providers offering open
broadcasting television services and subseription television semvices in the same area.

Employment and Labor
Unemployment and C nderemployimeni
The INDEC prepares a series ol indices used o measure the social. demographic and economic
characteristics of the Argentine popubition bused on data generally collected in the Permanent Houschold
Survey (Encuesta Permanente de Hogares. or "LEPHTL Please see “Presentation of Statistical and Other
Information—Certain Methodologies™ for important information rewarding the reliability of INDEC data.

The tollowing table sets forth employment ligures lor the periods indicated.

Employment and Unemployment Rates''

o Fourth quarter of Third quarter of
2001 2012 2013 2004 2014 2015

Greater Buenos Aires Area;

Lubor loree rate™ SE ey b e 47 46 5% 43 54, 46.1%

Employment rate’ bl 5, 144 432 414 434

Unemplovment rate 77 g 4 ] 749 B0

Linderemplavment ratw Wy (L) L [RERY B2 v7
Mujor interior cities: '

Labor force rawe’” | 415 A% ® 439 439 434

Employment rate’’ Il I 411 4110 40,7 409

Unemployment rate'™" 36 S (TR th 71 57

Underemplovment rate ™ (s 13 7l LRE B2 75
Total urbun:

Labor torce rate”™' 46 | i3 156 452 b7 44.8

Employment rate 430 431 427 4200 413 422

Unemployiment rate”’ o7 ] tid Y 7.5 509

Underemployment rate!’ b el G Ly 7 8%y gy 9.2% 8 6%

(1} Figuresare based on 28 major eites. The carrent methodotogy so measure EPH 18 apphied to evers major ity except
Rawson - Trelew, San Nicolas -Villa Consutucion and Viedma - Carmen de Patagones. which are sull being measured using the aid
methodology given the resource constramts ol cies locited i the interion ol the country

(2} The labor forge consists of e swm ol e ru\|\u| Lt thint hies ssarked ammomuny ol o one Boeur with remuneration. or () 13 hours
wikftout remunerabion during the week prec
employment

Hng thedate of measurement plus the population that 1s unemploved but actively secking

{3) T be considered emploved. o person above the mupiium aee regurement must bive warked at least ong hour with remuneration or
I'5 hours withawt remunenition during the preceding week
(4] Unemployed populationus a percentiage ot the kibor foree The unemplosed population does net include the underemploved

pepulation

(31 Underemployed population ds i pereentise ol e ibar Tuice Warkdrs are consaderad inderemploved 1 they waork tewer than
33 hours per woek and swash 1o work mure

Source: INDEC and Munstey of the Treasuey

[n January 20020 the Government implemented the Plan Jefes vilefas de Hogar (Heads of Households
Program). Under the Heads of Hauseholds Program. unepployved heads ol households with one or more
children under the age of 18 or with disabled dependents ol uny age receive Ps. 130 per month (an amuount that
has periodically been adjusted for inflation) in exchange tor at least [our hours of either community service or
participation in other public works projects. Persons receiying benelits under the Heads of Households program
are considered employed in the Government's employment statistics. including in the tables presented in this
section “Employment and Labor.™ During the height of' the economic crists in the lirst three months of 2002,
there were approximately 1.4 million beneliciaries in this program. As unemployment decreased and new
programs were created 10 address other employment related matters such as adequate job training. the number of
beneficiaries declined.

Fhe Informal Leonon
Argentina has an informal cconomy composed primarily o employees not registered with Argentina’s
social security system but vorking in legitimale businesses and. o w lesser degree. in unregistered businesses.

Because ol its nature. the informal economy is dillicult o track through statistical information or other reliable
data.
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A second and more modest segment ol Argenting’s informal sector consists of economic activities that
take place outside the formal economy or deviate trom ollicial norms for cconomic transactions. These include
small businesses. usually those owned by individuals and families. which produce and exchange legal goods and
services but may not have the appropriate business permits. report their tas lability. comply with labor
regulations or have legal guarantees in place Tor suppliers and end users. As ol the thivd quarter of 2015, the
INDEC estimates that the informal eeonomy inereased to 535 1% ol the wotal Tabor [oree compared o 34,3% as
of the third quarter o' 2011,

The tollowing table provides the estimuted percentuge ol workers in Argenting’s formal and informal
economies for the periods specitied.

Formal and Informal Economies'"’
(as a percentage of total)

w2 013 2004 2015
Formal (TR I by Bty B4y 65 7% ffs 90,
Informal 3 W6 335 4.3 REH|
Total O D%y VAN [URHIEE 100 (1 | Q0 0%%

(1) Figures presented hetre do not melude partw ipants i the Heads of Households Progrnm and individuals under the age ot 18
Sonrce. INDEC and Munstry of the Treasun

Composition of Lmployment

During the tirst hall of 2013, the total number ol jobs in e secondary sector decreased by 0.2
percentage points compired o the Best had Dol 20040 Tothe sery fees sector, the wtal number of jobs increased
by 0.1 percentuge points during the st halt ol 2005 compared to the fest halt of 2014, Approximately half of
this increase was due o the public administration seetor. As ot June 300 2015, the serviees sector employed the
majority of the Argentine lubor toree tapprosimatels 73.6%). lollowed by the secondary production sector
(representing approximately 2 1% ol the labor foree) and the primary praduction sector (representing
approximately 5.3% of the labor lorce),

I'he tollowing wable sets forth employment lgares by sector for the periods specified.

Employment
(“a by sector)

As of December 31, As of June 30,
2011 2012 2013 2004 2015
Primary production:
Agriculture, hivestoch. Nsherios and torestn
T b 4 30, 4:6% 4 6%
Mining and extrachives (g luding
petrolewm und gits) s g R Ae— i _bs
Totai prumany proshug i 34 3 4 535 33 53
Secondary production:
Manufactunng 158 |3 155 156 149
Caonstruction 36 34 52 54 33
Electneity, gas and waler . U3 — . 03 || — ug
Total secondany production 221 27 213 a7 210
Services:
Transportation, storage und Commuiivition
hT .7 hy 6,7 Gb
Trade, hotels and restaurinis 182 82 £ [§. 3 179
Fancul, real estate, busmess and rental
SeIViILSs |35 (R 133 134 132
Public admimistration. education. health
social and personal services A3y My 3B . 34.5 35
Total services 724 28 731 29 3
Other Wl - ol il =2
Total 10y ) (1 ) | CH 1Y 100 (1% 0 %
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(1) Annual dverage for cach seaw indicated
Sowrce: INDEC and Munistiov of the Freavam

Labar Regulation

During the 1990s. the Government implemented several labur reform packages designed to increase the
Hexibility of Argentina’s lubor market und the collective bargdining process. Fhe Government sought to
remove regulations that inhibited employers” ability w adjust their worktoree 10 account for prevailing
economic conditions. inctuding through the remos al ol regulations reguiring long=werm employ ment contracts
and severance payments, However. i response o the globul Grancial crisis thut began in 2008, the
Government enacted aseries ol policies designed o protect employ ment in certain seéctors deemed to be vital o
the Argentine economy. In doing so. the Government took steps o reverse many of the reforms enacted in the
1990s.

Labor unions in Argenting continue 1w exercise significant intluence in the collective bargaining
process. Both local and federal unions have staged various strikes in recent years o protest tor salary increases.
Strikes and demonstrations tend o have briel but signiticant impacts on transportation, and succeed in bringing
production in various sectors of the economy W a temporars hallo inmost cases for periods ol only a few days.
In the past. several ol these strikes were decompunied by slolentdemonstitions,

Wages and Labuor Productiviiy

I'he Ministry of Employment und Social Security . through the Wage Council. sets a single minimum
wage annually for all sectors of the economy. based on macroeconvmic indicators such as GDP growth and
inflation. The minimum monthly wage [or public and private emplosees was increased by approximately 27.0%
i 2001, 19.3% in 2002, 25.2% 0 2013, 27 4% 1 2004 and 3 1.4% in 2013, in cach case as compared 1o the
previous year, In Junuary 2014, the minimum wage was rused o Ps. 3.000. and increased again in
September 2014 10 Py, 44000 In 2005, the minimum wage further increased o Ps. 5,588

In 2003, average monthly wages. in nominal terms, inereised by 33.3% compared to 2014, Leading
this wage increase was the mining and extractive sector, which increased wiages by un average of 40.0% and the
electricity. gas and water scetor, which inereased wages by an average of 30.0%. As of October 31, 20135,
nominal wages increased by 26.7% in the tormal private sector. 33.2% in the informal private sector and 32.4%
in the public sector as compared (0 October 31. 2014, Between 2011 and June 30, 20135, the most signilicant
increase in monthly nominal wages occurred in the tfinancial services. insurance and real estate sector. which
experienced a 181.0% increase in wages during this period.

I'he tollowing table provides the wveruge monthly nominal wage, by sector., for the vears specified.

Average Monthly Nominal Wage by Sector
(in current pesos)

First half of

2001 2012 2003 2014 2018

Goods:
Agriculture. livestuck hisheries

and forestry s 450 P BI7Y P 8952 s 12300 Ps 13,511
Miming and extractives (includime

petroleun ang gas) | 8230 w7 27 7187 V7,290 19044
Munufacturing 834 N NG T 1] 228 14797 [ 7,942
Construction T 3,522 1 jys 9421 11,632
Electnoiy . gas and water i L1388 |4ttt RRALRE 4N 12 267

Total goods .71 W32 | 2409 16,389 20,119

Services:
Transportation, storage and

communication 7214 9108 11,597 15,290 | 8.385
I'tade, hotels and restaurants 4046 5324 6,743 8,879 10,737
Financial, real estate, business und

rental services 1347 94453 Il 95 |3 Qs 064
Public adminstration. education. healtl
social and personal servives Y 001 I . S 10,539 | 2,994

Fotal sery jces 33K 7 |9s GG 12073 ISULS
[)-47
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First hall of

001 2 2013 2014 2015
Other 3747 1RIR 6T %.872 11.035
Total Ps S8l v 7265 Ps 942 Ps 12445 Ps |5.389

Sowrce: INDEC and Mimistrv af the Preasar | based on moomagion provided s iie INDIEC

The tollowing table provides the average monthly minimum nominal wage of Argentine employees.
including estimates tor those employed in the informal economy. tor the years specitied,

Average Monthly Yinimum Nominal Wage
L current pesos)

\verage Monthly
Minimum Wage (as a %

\erage Monthly Average Cost ol Basic of Average Cost of Basic
As of December 31, Minimum Wage Busket ! Basket)
2011 Py T B 329 Ps 1529
2012 2423 1521 1593
20013 CHIRR |.0%2 1794
2014 807 na'’ na’
2015 307 na na's

(1) Average cost of o basket of essential goods and services (o g relerence fmly used o measure the poverty line A “reference”
family 1s considered o family of four o adults. ome miale aee 35 and one lemale pee 30 and two children, ages 5 and §

(2)  The INDEC discontmued the publicauon of this mtommation im 2014

na =not avitable

Sanrce  Mumsiey of Emplovment and Sou el Secneddy aod Moy of B froasie

Ihe tollowing tble provides the percentage chunge in the nominal wage of Argentine employees tor
the years specified.

Nominal Wage

(% change Tron prior year)

= Privite Sectr Publi¢
Formal Informal Sector lotal
December 20101 By T AT E I T 294n
December 202 48 135 178 243
December 2013 252 7 262 259
December 2014 35 4 339 337
October 2015 26 33 2% 32.4% 29.4%

(1) Daw for the first ten months of 20015 as compared o ihe same penod i 2014
Source:  Mimstry of the Dreasury. based on information provided by the INDEC

Poverty and Income Distribution

In the second hall ot 2011, the population below the poverty line esperienced a 3.4 percentage point
reduction and the househuolds below the puverty line experienced a 2.0 percentage point reduction as compared
to the same period of 2010,

In the second halt ol 2012, 3 4% of the population (as compared W 6.3% in the same period ol 2011)
and 4.0% ol houscholds (as compared 0 4.8% in the same period of 2001y in 31 urban centers (including
Buenos Aires) lived below the poverty line. In the second halt of 2002, during the erisis. 37.5% of the
population lived below the poverty line, meuning o 52,1 percentage points reduction in the last decade. The
INDEC discontinued the publication ol poverty data lor the years 2003, 2004 and 2013,

Lintil 2001, assessments af national poverty fevels were bused primarily on figures for the Greater
Buenos Aires Area. Between 2001 and 20020 the Gusernment colleeted poyverty statisties for urban centers in
addition o the Greater Buenos Adres Ared. Additionally . the Government changed the trequency ol caleulating
national poverty levels from u semi-unnual spot analysis conducted in May and October to a constant analysis,
with results published on a quarterly basis through 2012, During this period. the Encuesta Permanente de
Haogares (Permanent Household Survey ) collected data on a continual basis. The survey used four observation
points. resulting in the gathering ol quarterly data. with o view to providing information relating to the

1)-48
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worktoree in each relevant arca. Until it discontinued publication of poverty duta. the Government also
provided quarterty information relating 1o poverty. Poverty data is not available for the vears 2013, 2014 and
2015,

Poverty estimates depend on the relevant methodologies used to caleulate poverty levels, There area
number of dilferences between the methods used by Argentina through 2012 and the methods used by other
countries. including other MERCOSUR members. In particular. poverty estimates depend. in part. on inflation
estimates. Because estimutes regarding inflation in Argenting have ditfered in material ways, poverty estimutes
may also dilfer significantly. The Government relied on the INDECTs datu relating to poverty, which has
differed materially from poverty duta published by other sources. See “Monetary System-—Inflation™ tor
important information regarding the reliabiliny of this Jata.

['he measurement of poverty bs based on ubasket ol goods and seérvices (consisting primarily of food.
clothing, transportation. heulth care. housing and education). which is considered the minimum necessary o
sustain an individual. “Lssential goods and services™ in the basket that the Government has subsidized include
natural gas, clectricity . bus transportution and suburbun and urban mass transportation. rail trunsportation,
subway transportation. fuel and education. he method moase by Argenting in 2001 and 2002 for measuring
poverty wus adopied carly in the 19905, The prives of the basket were inftially valued in 1983 and the monetary
value of the items were updated un a monthly Busis by apply ing the chunges in consumer prices for the Greater
Buenos Aires Area. | his measurement only accounted tor the metropolitan area ol Buenos Aires until 2001.
when a change in methodology expanded 1t o the rest of the country,

I'he Tollowing table sets torth the poverty levels in Argentina:

Poverty'"

(% of population)

Second half of Households Population
2011 ' 180, I
2012 44U 54
2013 nil I
20104 nu it
2015 ni n.i

(1) The poveny line s based i the estimaled cost of o bashen of essentil poods siwd services duning a given period, which vines
depending on the churacterstivs ol el i d coch homsehiohd - For nstance men between the ages of 30 and 39 who garned
less thun s d54 49 per montbdurmg Devember 20010 bved below the povern bine Tor househalds, a tmily ol tour (iwo adults: ane
mide st 35 0 one femmie e 21 e b Uil g S and B3l e ookl less than Ps 132808 per month dueimg
Diecember 2001 hived beliny the povens line

na = not avmlable

Sowrce: INDEU and Mynstry of the lrvasin

From 2011 1o June 30. 2015, the wp 10% ol the population in Argentina. in terms of annual income,
contributed 1.9% less to the total national income and the top 20% contributed 2.2% less. During the same
period, the bottom 40% of the population increased its contribution w the total national income by 1.3%. In the
second quarter of 2015, the top 10% of the population in Argenting accounted tor 28.2% ol tatal national
income and the top 20% of the population decounted for 44 4% ot wtal nutional income.  The table below sets
forth tigures on the distribution ol income as ul the dates specilied.

Evolution of Income Distribution
(%o ol total national income)

Fourth quarter of Second guarter of
Income group 2011 2012 IR 2004 2014 2015
Lowest 40% IR EET et 151% 15 2% 15 7%
Next 20% |35 fin 3 |6 1 154 1ail 162
Next 208 k0 23N 2kt 234 235 237
Highest 204, 47| H 3 Hh b3 h }3 3 444
Highest 104, J 24y, T, 280 BV L 28 ¥4 28 2%

Sowrce: INDEC and Mty of the Treasan

['he Government has taken nicasures o uddiess grovwing poverty and unemployment in Argentina.
although the impact of these measures on puverts has not yet been accurately measured given the laek ot official
data over the past years. The measures adopted between 2011 und 2015 include the following:

D-4Y
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Severul inereases insoclal security pasments woworkers under the Heads of Household
Program. Between 2011 10 2015, the Government increased social security payments by
164,9%. In May 2014, the Government expanded the number ol workers eligible to receive
these payments by raising the applicable salary limit

Extension ot the Programa de Empleo Comunitario (Community Employment Program).
ereated in 2003, through which under qualified workers who are 16 years old or older are
entitled to receive o monthly pay ment in exchange [or assisting in a project run by one of the
participating orgunizations. Bencliciaries ol this program are not entitled o receive monetary
assistance through any other governmental program:

Public sector job training tor Heads of Houscholds Program beneliciaries and Community
Employment Program workers:

Periodic increases in the minkmum monthly pay ment for beneficiaries ot the public pension
system:

Pertodic mercases i the annimun monthiy wage tor public and private employees:
A 27.9% annual inerease in the sularies of public employees each year between 201 1 and 2015:

Implementation ol the Herramicatas por trabajo (Tools or Work) program that provides
unemploved Heads of Households Progeam beneficiaries with funds o purchase tools and
materials and with technical assistance W develop their projects:

Certain beneficiuries ot the Heads ol Household Program determined o be in situations ~of
high vulnerability.” were wunsitioned to the familias por lue [nclusion Social (Families for
Social Inclusion) program. which provides o variable monthly payment to beneficiaries of the
Heads ot Households Program who are living in poverty and have three or more children under
the uge ol 190 Educutional support and sworkshops that promote amily and community
developments us well as professiona] and educational assistance. also form part of the program.
Beneliviures who are actively searching 1o i lormal jobalso receive employ ment and training
insurance:

Inerease i the budget atfocuted tor the Argentine jobs Program. which. among other things.
promotes the des clupment ol sustainable production activities. funds jobs through cooperatives
and provides lunding lor sociul insestiment programs:

trgnacion Por Embarazo (Pregnanes Allowanee ). through which ANSES provides a monthly
payment of Ps, 837 woopregnant swomen (as of December 20050 who meet certain reguirements.
including being unemployed (with an unemployed spouse). working in the mtormal economy
rearning less than the minimum wuge) or benefiting from the Argentine Jobs Program. A
higher monthly pasment is provided tor disabled ehildren;

Monviributo Social through which seli=employed individuuls are able 1o access health
insurance benelits and the pension sy stem. among other public benefits:

Jovenes con may v mejor trabayo (Y outh With More and Betters lobs Program). through which
anemploved individuals between the ages of 18 and 24 who have not completed primary or
secondary school receive public ussistance o allow them o complete their education. receive
training. obtain practical experience in work environments. andior receisve i job placement:

Seguro de capaciiaeion v eapleo Uraning and Emplos ment Insuranee ). through which
anemployed individuals who are T8 sears old o older uee entitled 10 receive a monthly
pay ment. subject o their compiction ol primany and secondury school. and complete job
training uctivities:

-5
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o Lpansion of the Progeama Coisioin Fapleo (3 uilding Jobs Program) through which
individuals 18 v ears orolder who are unable W ind emplos ment receive public assistunce and
are placed i inlrustructure jobs o develop or improve their construction skills:

e Pragrama Intercosecha (Between Harvest Program), originally the Prorroga del Plan
Interzafra program established in 2004, which provides assistance to permanent and temporary
workers in the agricultural and agro-industrial sectors during periods between harvest seasons
through job placements and the promotion of improved working conditions. Beneliciaries of
this plan are not entitled to receive assistance through uny other governmental program:

o Programa de Respaldo a Esiedianees de Legenpina, PROCERES TR (Supporting Argentine
Students Program . which pronvides monthly pay nients w students between the ages ol 18 and

24 who are either unemployed. work in the mlormal segment ol the cconomy or whose salary
talls below the minimun wage and whose famils members luce the same conditions:

e Increase in the benetits provided W workers employed by businesses participating in the
Programa de recuperacion productivg (Productive Recovery Program). which was created in
2002 with the objective of supporting the wages ol workers employed by struggling businesses,

As ol December 31, 2003, the number ol workers receiving benetits through this program had
risen tv 76,5329 and

o The Progeama de Creding Legeating pora b Divienda © mica Familior (Credit Program lor
Family Living). "PROCRE AR BICENTENARIO™ was implementéd. through which
400,000 eredit lines are eapected w be vpened between 2012 and 2016, The objective of the
program is to provide lor the living costs of Argentine residents based on their different
sucioeconomic conditions and tamily situations,
Role of the State in the Economy

State-Chvned Lantities

Fhe Government carries oul certain tunctions and commercial activities through state-owned and state-
controlled enterprises, including the tollowing:

o Acrolineas Argentings SAL (CAcrolineas Argentinas” ). the country s largest airline and its
alliliate Austral Lineas Advreas Uiclos del Sur SOAL (*Austral™).

e Banco de la Nacion Argenting. the national bunk ol Argentina:
o DBuanco de Imversion v Camercio bosderor SAC 0 BICT ™)

o Aguay Saneamienios Argentinos S AL CAYSAYL which provides essential services of potable
water and sanitation:

o Correo Oficial de lu Republica Argenting (“Correo Argenting™), the national postal service:
e Energia Argentina SAL CENARSAT), u state-owned energy company:
e Operadora Ferroviaria S the nutional railway company : and
e YPI. astate-controlled energy company.
State lnvolvement in the Fconom
Following the erisis ol 2001 t 2002, the Goyernment reversed a number ol measures implemented
during the 1990s to deregulate the economy and reduce gosernment intervention. | hrough November 2013, the

Government re-introduced several stute contrals, mest notably the Jullowing:

e the absorptionsand replacement ol the lormer private pension system lor a public “pay as vou
£0” pension systent as webl ws the transter ot all resources previoush administered by the

1-51
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In April 2012, the Government intervened in Y PE. the country 's largest oil and gas company. which
was controlled by the Spanish group Repsol.and senta bill o Congress o expropriate 51% of the shares of
YPF. These actions were taken to address o marked decrease in oil and gas reserves resulting from low levels of
past investment. which atfected the Argentine oil and gas industry and caused an increase in oil and gas imports.

In April 2012, the Government deereed the removal ol directors and senior otficers ol YPF. which was
controlled by the Spanish group Repsol. and submitted a bill Congress o expropriate shares held by Repsol
representing 31% of the shares ol YPI Congress approved the bill in May 2012 through the passage of Law
No. 26.74 1 (the ~Hydrocarbons Law b which declared the production. industrialization, transportation and
marketing ot hydrocarbons w be activities ol public interest and fundamental policies of Argentina. and
empowered the Government to adopt uny measures necessary to achieve sell=sutficiency in hydrocarbon supply.
As provided in the Hydrocarbans Lav. 51% of the expropriated shures are held by the Government and the
remaining 49% have been split among the oil producing provinees ol Argentina.  The Hydrocarbons Law
additionally provided tor the expropriation ol 31% ol the shares of the gas distribution company, YPF GAS S A,
In February 2014, the Government anid Repsol reached an agreement on the terms of the compensation payvable
to Repsol for the expropriation of the Y PP shares. Such compensation totaled U.S.55.8 billion payable by
delivery ot Argentine sovereign bonds with various maturities. The ugreement. which was ratified by Law
No. 26,932, settled the claim filed by Repsol with the 1CSID.

In August 2013, YPF and Chevron agreed wjointly exploit the unconventional hydrocarbons located in
approximately 100 oil wells in the provinee of Neuguén. Additionally. YPF and the provinee of Neuguén
agreed w extend YPEs concession in the provinee [or 33 vewrs,

In July 2012, pursuant to the Hydrocarbons Law. the Government created a planning and coordination
commission for the sector (the “Hydrocarbons Commission™) The Hydrocarbons Commission had the power o
publish reference prices for crude oil wnd nutural guse monitor prices charged by private oil and gas companies
and superyise investment in the oil seetar. In December 2015, the Mueri administration issued Decree
No. 2722015 dissolving the iy drocarbons Commission. transterring its lunctions and authority w the Ministry
of Energy and Mining. According to Decree No. 27220135, all decisions adopted in the past by the
Hydrocarbons Commission remain valid until reversed or modilied by the Ministry ol Energy and Mining. The
Ministry is carrying oul o full review ol the former Hy drocarbon Commission™s rales regarding registration and
disclosure requirements applicable W companics operating in the oil und gas sector.

Concessions

During the [1990s, state-owned entities were partially privatized through Government coneessions. The
sectors of the economy in which the largest number of concessions were granted included communications.
highway and road construction. transportation. and vil and gas exploration and production.

Afler the devaluation ol the peso. in February 20020 the Duhalde administration imstructed the Ministry
of the Economy 1o renegotiate public services concession contracts through the uuthority of a newly lormed
commission lor the renegotiation ot contructs for public works and services (the »Coneession Commission™).
The Concession Commission was authurized W renegotiate coneession contracts and establish new tarift
structures for the public services involved. the improvement ol those services and the increase in their security
and profits. During the first phase of the renegotiations. out ol the 01 wtal public service concession entities,
38 were required to present reports o the Concession Commission to allow it to evaluate the status of each
concession.  The three renaining public service coneessivns. Correo Argentinu. Thales Spectrum (the company
that administered Argenting’s airwis es) and Transportes NMetopolitanos General San Martin S.A. (the company
that operated the San Martin. Roca and Belgrano ralwayshowere revoked. Sinee the formation ol the
Coneession Commission. the Goy ernent has resoked Tour additional concessions.

During the period between the formation of the Concession Commission and December 10, 20135, lew
renegotiations of concession contracts were successlully completed and implemented, and tarit! structures for
public services remained generally unmuodilied other than certain adjustments to reflect increases in labor and
operational costs, Although some agreements providing tor tarifl inereases were reached in connection with
electricity concessions and most gas distribution coneessions. the implementation ol such increases were
deferred. To offset a portion of the lusses incurred by concession companies due o the lack of tariff revenues,
the Ferndndez de Kirchner administeation tunsterred cush subsidies W these companies o cover operating
expenses and assumed the debt of electricity companies relating o unpaid energy purchases,
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Several arbitration proceedings relating W public utilities and other previously privatized public
services have been brought before the 1CSID by foreign entitics that invested in Argentine utilities during the
privatizations ol the 1990s. For additionul discussion ol ICSID arbitration proceedings. see “Public Sector
Debt—Legal Proceedings—I1CSID Arbitration.”

Private-Public 'arinerships

Since 2005. the private-public partnership ©PPP”) svstem established by Decree No. 967/2005 has
provided for the formation ot special purpose entities by private investors and the Gosermment in connection
with certain intrastructure projects, Under tis sy steme the Government may make an “equity contribution™ in
the torm ol the right to utilize o public asset ez u public roud vr public service). However. as ol the date of
this-annual report. no such entities have been tormed under the PRI system.

In addition. the private imuative regime established in 2005 by Decree No. 9602005 allows private
investors  request Government upprosal torinlrustructure projects, [ approved, the private investor is granted
a preferential right in the public bidding process launched in connection with such project, provided that such
private investor’s bid does not exceed more than 3% of all other competitive bids. As ol the date of this annual
report. the private initiative regime remuains in effect. but has been utilized o a limited extent since its
establishment in 2003

Environment

Beginning in 2002, Argentina has initiated various measures o regulate, monitor and improve
environmental standards. The majority of these measures require industrial companies to meet more stringent
safety standards. In addition. as 4 member of the Kyotw Protocol. Argenting has implemented various
regulations aimed at curbing greenhouse gas emissions.

In 2002, the Ley General de Vedivambignte (General Environment Law) was enacted. ratilying the
formation of the Consejo Federal de MedioamMenie (1 ederal Environmental Council), whose objective is to
create a comprehensive enyironmental policy. coordinate regionul and national programs and strategies lor
environmental management. lormulate polices Tor the sustainable use ol environmental resources, promote
economic development and growth plunning. superyise and conduct enyirenmental impaet studies; establish
environmental standurds. carry oot comparative studies and manuge the international financing ol environmental
projects.

Measures enacted 1o strengthen monitoring and enforeement w ensure compliance with environmental
standards include the tollowing:

e Law No. 26.01 1. which was ¢nacted in 2007, approved the Stockholm Agreement relating to
persistent organic contaminants:

o the Provecto de Desarvollo Susiemiable de la Cuenca VMaranza - Riachnelo (Cuenca Matanza -
Riachuelo Sustainable Developmuent Program) carmarks a portion of'its funds lor use in
purchasing computing equipment W strengthen the doridad de Cuenca Matanza Riachuelo
{Cuenca Matanza Riachuelo Authority ) under the superyision ol the Seereraria de Ambiente y
Desarvollo Sustemable de fa Jefarira de Gabinere de VMinisoros (Department tor Environmental
and Sustainable Development ol the Cabinet o) Ministersj:

e Provecto Nacional para la Gestion tntegral de los Restduos Salidos Urbanos ( National Project
lor the Management ol Urban Solid Waste) is the lirst national project aimed at implementing
solutions o waste problems theough sustanable medsures. Fhe project provides technical and
fnancial assistanee or the deselopiment ol infrastructure and related sy stems as an ingentive
for provinces und municipalities w dey clop their own plans and comprehensive munagement
shslems:

o Lnidad de Medio Ambiente (Lovironmental Unit) supports sustainable industrial development
in Argentina by promoting environmental factors as o means of improving efficiency and
compelitiveness; and

o El Fondo integral para el Desarrollo Regional (FONDER) finances the development of

productive aetivities and services focused on the needs of micro-, smull- and medium-sized
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BALANCE OF PAYMENTS
Balance of Payments
Overvien

I'he balance ol payments accounts are used to record the value ol the transactions carried out between a
country s residents and the rest ol the world. Bulance of payments accounts consist of two accounts: the
current account. a broad measure ol the countrs s mtermitional tnde. linuncial services and current transfers.
and the capital and financial account. which measures the country s level of international burrowing. lending
and investment. From 2011 1o 2015, the Republic™s hulunee ol pay ments registered o detieit in each ol the vears
between 2011 and 2015, with the esception ol 20040 when it registered a surplus,

In 20135, the Republic’s balunce ol puy ments registered a LS. 54.9 billion deticit. This deficit was
primarily due to:

o o LLSS13.9 billion delicit in the carrent aceount, which represented a U8.57.9 billion deficit
inerease tront the L NS8O billion defidit recorded in 2014:

w4 LSS 124 bilhon surplus i the capital and financial account. which represented o
L8529 billon surplus merease from the US98 billion surplus recorded in 20145 and

e aLLS.$1.3 billion deficit in errors und omissions. representing a LS5 1.0 billion deficit
increase from the U.8.50.2 billion delicit recorded in 2014,

In 20135. the deficit in the current account was muinly the result ol a change in the trade balance. which
decreased from a surplus of LU.5.56.0 billion in 2014 1o a deficit ol U,S.50.4 billion in 20135 with a 28,1%
increase in the deficit in the non=financial services account. The change in the trade balance resulted from a
17.0% decrease in exports. which was partially otfset by an 8.4% decrease in imports, The defieit of the
tinancial services account inereased by LSS4T 1 million as compuared 1o 2014, mainly Jdue w a 1 1L.0% increase
in dividend pay ments abroad. which was partially offset by 4 6.3% reduction in interest payment outilows.

The capital and financial aecount registered defivits in 2011 and 2012 [ollowed by surpluses in each of
the years between 20103 and 20105, The 2013 surplus was primarily due w:

o oy LSS billion merease i intlows o the Central Bank. which increased from
LESS3.2 bilhon i 2004 o US357.0 bidhon in 2013: and

a LSS0 bHon ineredse o mToss s o sther linaneial entities, swhich increased from
LEN3642 million i 2014 w L5517 billign in 2013,

I'hese increases were purtially olfset by o UL8.89.2 billion decreuse in the net inflows of the
non-financial public sector. which changed from a 11.8.53.5 billion surplus in 2014 w0 a U.S.83.7 billion deticit
in 2015,
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I'he tollowing table sets torth mtormation on the Republic™s bulunce of payments for the periods
specitied.

Balance of Payments
(in millions of L.S. dollars)

201" w2t 008" 2004 2018
Current Account:
Exports of goods™ LSS $2981 LSS TOURY IS8 75963 USS 68407 USS 56788
lmports of goods'' T, 769 [ERRIE R 71,293 62424 37,176
T'rade balance 12212 14,940 4670 SUT8 (388)
Non-Ninancial services, net ™ (2.235) |2 985} 13 T08) 13.063) (3.925)
Fmancial services
Interest. net 1342 LAY 13.62%) 13.855) 13610
Dividends, net VLTSS DRES (8.578) (0,887) (T.646)
Other meome (expense ) [ .. L .. (73) (46) (2)
Total financial services, net (13847 (12834 (12.279) 110,788} (11.260)
Current trunsiers. net | 3t B LN o :?!Jtn B _t_l_f_ﬂ_: {372)
Fotul ¢ument aciount 471 {144 (12143 (8031 (154944)
Capital and Financial Account:
Financal accoun
Centrul Bank' T 12 Ly 12,000 3200 7580
Uther Ninancal entiies | S 352 K43 Hha2 | 663
Naor-financial public sector’ 12134 (RS LER] 5510 13.717
Non-finuncial private sector I L) ) 3266 3771 59 6778
Total Nnancial account RRTE ] (1.397) 3.464) Y4l 12,306
Capital account” 62 B B - i3 39 31
Capnal and Hinancial account L1 968 11,349 3443 9470 12,357
Errors and omissions _ 331 310 ; R . [RERN 11,285)
Balance of paymients Us$ 16 108 Ly (4305 LAY (11824)  USS LI5S LSS (4.871)
Change m Gross imemational reserves
deposited m the Central Bank USE  odliisr 1SS 43305 USS (11824 USS 195 LSS 487Th

(1) Includes results of the 2005 and 20010 Dbt Exchuanges

(2)  Exports are calculated on an FOB basis

(3)  Imports are vitlestated onan FOB buss

(4)  Includes pmport and export frerghn und msurance lees posd wonomsresidens

(33 Includes trapsictions bemween the Canted Bank o Tt cotibes

(&) Includes operations of maee sl elmis Coies U e Cnttn Tk ) seitln reapect bt craditors

(7] Includes vperations of The aabwmal govermment. pravimeial governments. mumspal governments and decentrahized governmental
orgamzations with respeet to foreign entites nvluding pongipal wnd miterest areedrs, o the (onm ol boads, loans trom imernational
orgamzations, operations with the Pans Club asd privubizstions of stile-owned enlities

(8) Includes operstions o the private secton with forsign particy and becrued pay ment olibigations 1o foreign residents

(9} Includes certam non-recurmmg vapital tansters ssuch as debt orgiveness or capital brought imto-Argentina by imnngrants) and the
transfer of certan non-foancial assets or intangible assers (such s mtellectua property )

(1) Does nov include the vidue of bonds ssued by the Geverment and held us reserves by the Central Bank

Current Account
The Republie’s current account consists ol the merchandise trade bulunce. net non-linancial services,
net financial services and net current transters. Fhe current account registered delicits for each year between
2011 and 2015 period.
Phe most important drivers ol the current gecount bebween 20101 and 2015 were:
o increases in commuodity prices i 2011 und 2012 Jollowed by a decline in 2013-2015. In
2013 und 2014, the Jower trude surplus resulted from a decline in external sales that exceeded

the decrease i imports. In 20135, the trade deficit was mostly due to the evolution of prices.
and o a lesser extent. to the deterioration of export volumes and the increase in the quantity of
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imports. While import prices decreased by 1 1LE%. price ol exports fell by 15.6%. The
valume ol exports decreased by 1L3% while the volume of imports increased by 3.8%:

o capital outlows due w interest and div idend payments: and

o oultlows due o inereasing demand lor non=financial services. mainly related to freight and
passenger trunsportation. Wouorisim and 1oy altivs,

In 201 1. the current account registered a delicit due o g greater increase in imports than exports,
resulting in a decrease in the trade surplus compared to 2010, The L'.8.51.0 billion increase in the deficit of the
non-financial services account also contributed to the increasing deticit. Total linancial services registered a
L.S$13.8 billion deficit. showing a slight decrease as compared 1o 2010,

In 2012, the current uccount registered a deficit due to a deticit in wtal lnancial and non-tinancial
services that was partially offset by a trade balunce surplus. Tmports decreased at a higher rate than exports.
resulting in a higher trade balunce as compared o 201 1.

In 2013, the current account registered a U .S$S12.0 billion delivit. mainly as o result of' a decrease in
the trude surplus and an increase in the detivit ol the non-finuneial sery ices aecount. which was partially offset
by a decrease in the deficit of the nuncial seryvices aecount us compared to 2012, Imports increased by 9.6%.
while exports decreased by 3.0%. resulting in o lower trade balance as compared 10 2012,

In 2014, the current aceount registered o LS S8.0 billion deticit. as compared to the ULS.812.1 billion
deficit registered in 2013, This decrense in the detieit was mainly the result o' a deerease in the deficit ol the
financial services account. an increuse 10 wrade balanee and o redoction in the delicit ol the non=financial
services aceount.

In 2015, the current uecount registered a LN 16,0 billion delicit as compared 1o the U.S.38.0 billion
deficit registered in 2014, The inerease in the delicit was muinly the result ol a decrease in the trade surplus, an
increase in the deficit of the non-financiul seryices account and an increase in the deficit of the tinancial services
account as compared to 2014, Imports decreased by 8.4%. while exports decreased by 17.0%. resulting in a
negative trade balance as compured to 2014,

Lxporis

In 200 1. Argentine exports amounted w LUSSE3 0 billion, o 21, 7% increase as compared w 2010,
Prices increased in 2011 by 19.2% and export volunies inereased by 5 4% I the agpregate:

»  exports ol primary products mereased by 3009%. Thiy increase resulted trom a 31.2%
increase in prices and a 0.2% decrease in volumes:

e exports ol manufsctured goods of agricultural origin increased by 22.1%. This increase
resulted trom an inerease in both prices and volumes. Prices increased by 20.4% while
volumes exported increased by 1 4%

e eaports of manulietred gouds oF Tdustebil orgin inereased by 20.8%, This increase resulted
from an increase in both prices and volumes, Prices iereased by 11.3% while volumes
exported increased by 8.53%; und

e exports of fuel and energy increased by 2.4%. This change resulted [rom an increase in
prices. which was partially offset by a decrease in volume. Prices increased by 27.8% while
volumes exported decreased by 19.9%,

In 2012, exports totaled U.S.880.0 billion. representing a 3.0% decrease as compared to 2011,
primarily due o 4 5.9% decrease inexport volumes. which swas partially offset by o 2.4% increase in prices.

In2012:

e exports ol primary products decreased by 4.0%. This decrease resulted from & reduction in
both prices and volumes, Prices 1ell by 2.6% while volumes exported decreased by 1.4%:
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e exports of manufactured goods ol agricultural origin decreased by 3.2%. This decrease
resalted from u reduction in volumes, which was partially otfset by an increase in prices.
Prices increased by 7.1% while volumes exported decreased by Y.6%:

o enports of manuluctured goods of industeial origln decreased by 5.6%, This decrease resulted
from a 7. 1% reduction in volumes exported, which was partially offset by a 1.7% increase in

prices: and

e exports of fuel und energy increased by 44% This growth resulied from a 8.9% increase in
volumes exported. which wus purtially otlset by a4, 1% deerease i prices,

In 2013, exports otaled LLNS76.0 billlon, representing u 3.0% decrease as compared 1o 2012,

primarily due to a 3.7% decrease in export volumes and o 1. 4% deerease in prices,

In 2013:

o exports ol primary products decreased by 6.7%. This decrease resulted trom a 8.6% reduction
in volumes exported. which was partially offset by o 2, 1% increase in prices:

e exports of manufactured goods ol agricultural origin increased by (.8%. This increase
resulted from w T.3% rise in prices and @ 0,3% decrease involumes:

o exports of manutietured goods of industrial origin decreased by 5,7%. This reduction resulted
from g 0.6% decreuse in volumes exporled and u 3.2% deerease in prices: and

o eaports of tuel and energy decreased by 20.3%.  his reduction resulted from a 21.4%
decrease in volumes and a 1A% inerease in prices

In 2014, exports totaled LES$68.4 billion. representing a Y.9% decrease as compared to 2013,

primarily due to & 7.9% reduction it export volumes and & 2. 4% decrease in prices.

In 2014:;

o exports of primary products decreased by 19.9%, This decrease resulted from a reduction in
both prices and volumes. Prices [ell by T1.7% and volumes exported decreased by 9.3%;

o exports of manufactured goods ol agricultural origin decreased by 2.2%. This decrease
resulted tfrom a reduction in both volumes und prices. Volumes exported decreased by 7.9%
and prices fell by 0.8%:

o enports ol manulactured goods ol industrial origin decreased by 11.1%. This decrease
resulted from a 12:4% reduction in volumes ¢xported. which was partially oftset by a 1.3%

increase in prives; and

o exports ol Tuel and energy decreased by LE7%0 This decrease resulted Trom a reduction in
both prices and volumes: Prives [¢ll by 5.7% and volumes exported decreased by 6.4%.

In 2015, Argentine exports lotuded LS550.8 billion. representing a 16.9% decrease as compared o

2014, primarily due 1o a 1.53% reduction in export volumes and o [36% deerease in prices.

In 2015

o exports of primary products decreased by 6.7%. This decrease resulted from an 18.6% fall in
prices and a 14.7% increase in volumes exported:

e exports of manulactured goods ol agricaltural origin decreased by 11.8%. This decrease

resulted primarily from a 20.0% [l in prices. which was partially offset by an inerease in
volumes exported:
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e ¢xports ol manulactured goods ol industeial orgon deercased by 21.2%. This decrease

resulted from a 2.5% [all in prices and u 19.2% reduction in volumes exported: and

e exports of tuel and energy decreased by 34.2%. This decrease resulted from a 45.5% tall in

prices and a 13.7% reduction in volumes exported

Argenting’s mam exports in recent yvears have been commodities such as soy and cereals, as well as
processed agricultural products and industrial goods. In 2015, 64 4% ol all exports were agricultural (either
primury or processed)
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Fhe tollowing tables set forth information on Argentina’s major export products for the periods
specified.

Exports by Groups of Products'"’
(in millions of U.S. dollars)

2011 2012 2013 2014 2015
Primary products:
Cereal US$ 8453 USS 9330 Usy 8312 USS US$ 4845
Seeds and oilseeds 5.796 3796 1616 4746
Copper [ 442 RIS I.361 717
Fruits |47 1024 | 07 73l
Fish and ras seafood (IRR) Ga) | 182 1,179
Vegetables ikl 431 461
Tobacco 1T iZ3 195
Honey 38 23 | 64
Others _dle 234 N 7 216
Toal (TR |7 766 [4,229 132794
Manulactured goods of agricultural origin:
Residuss” LA Y7 12028 12,847 11,630
Onls and faws o837 424 3182 4.3l6 4.702
Meat 2,147 | 542 2008 1,935 | 444
Vegetable Products L XTT |70 1.287 1,020 108
Daury food | 473 1296 L4506 1,305 862
Grain oull products T (e 5 aud | 126 L]
Drinks, alcoholic beverages and vinegi b | £33 G987 938 928
Hides and skins LI ] Ehd | 44 Bal
Others 2736 297 2198 | 986 (%128
lotal 267 26,784 27.002 26418 23.288
Manufactured goods of industrial origin:
Iransport equipment MY LT [ 0us 5,342 5 We0)
Chemicals 544 5644 44908 4 486 4,152
Basic metals 3062 284 2542 2.262 1,340
Stones and precious metals 2734 2367 5 2070 23530
Machimes and equipment 244 230 | 880 | 360
Plastics ERit |39 1,293 LR
Mariime. fuvial and wir tansport velicles 842 Ehil] 268 289
Paper cardbourd, and printed publications 734 324 4449 387
Rubber and s manulactures (s [ 33y 228
Others 1147 233 888 715
lotal 280 2T b 22777 17840
Fuel and energy;
Fugl (I 84| 5632 4911 2,250
Energy Lo | 37 il 6] |
Total 182 0478 _¥E6d 4491010 2,231
Total exports LSS 82U8E LS$ 79982 LSS 75963 USS$ 68335 USS$ 56752

(1) Measured onan FOB basis
{2} Residues refer 1o the byproducts 1eft aver fram the processmg ol agnciltural goods hal can be resold for other purposes
Source: INDEC gnef Ministrv of the Tregsias
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o 212 2013 2014 2015
Primary products:
Cereal Y K4y 11 9% 10 9% 1% 835%
Seeds and oilseeds Tu 17 &1 62 84
Copper 17 20 | 8 | & 1.3
Fruns | 4 | 3 |4 14 I3
Fish and raw seafood k2 12 | £ [ 21
\"egelables (IR (1K) 06 07 08
Tobaceo i) = 14 4 3
Honey K] i3 3 U3 03
Others (] [ 03 5 04
Toul ST 73 8% A% 20 8% 23.4%
Manufactured goods of agricultural origin:
Residues 12 6 137 15:8% 18 8% 18.8%
Ohls andd tats 82 | oK 63 £3
Met x4 o 24 28 &3
Vegetable Products ) | | 7 |5 20
Dairy tood | & I | ] I3
Gram mill producis hw |5 1. | § |5
ks, aleohohe beveriges aud vinew |3 | 3 | 4 | B
Hides and skins > |1 ik |5 | 5
Dihers 1§ 27 29 24 3.3
Total T 33d% 0 38 5% 35 59 38 7% 31 0%
Manufactured goods of industrial vrigin: ’
Transport equipment 12 0% 12 v 13 3% 12.2% 10.6%
Chemicals 70 1 63 73 73
Basic metals 37 i 33 33 24
Stones and precious migtals 13 1.2 27 30 45
Machines and equipment 19 R 10 28 24
Plastics Y] |7 I'7 () L
Maritime, fhuvial amd ar tmnspont vehicles I K 0K thd 0s
Paper, cardbourd. and printed pubhications s 17 1ty 07 07
Rubber und 1ts manulactures s i3 15 (] w4
Others |4 | 5 |4 I3 I3
Tatal 34 Ty 34 % 33.7% 33.3% 31 .6%
Fuel and energy:
Fuel R By 3% 7 2% 4 (M
Energy ui w2 — — —
lotal b 37 73 U 40
Toldl Exporty _fooive _dlﬂnuu:";. _'-'[]mw,__; O e 100 0P
(1)  Measured on an FOR basiy
(2)  Reswdues refer w the byproducts felt oven o S piocess g of wgrealiual goods that v be resold for other purposes

Sowrce INDIEC amd Mimsiey of the Preasan

Imports

Exports by Groups of Products'
(as Yo of total exports)

In 2011, imports of goods increased by 30,2% 10 L.5.874.0 billion from U.8.$56.8 billion in 2010.
Nearly one-third of total imports were intermediate goods, and 18.4% were capital goods. Imports of fuel and
energy increased by 103.6% and imports of motor vehicles for passengers increased by 24.8%.

In 2012, imports ol goods decreased by 8.1% 10 LLS.568.0 billion from U.S.$74.0 billion in 2011,
46.5% of total imports were intermediate and capital goods. Tmports ol tuel und energy decreased by 6.8% and
imports of motor vehicles tor passengers decredsed by 4.2%0 both s pes ol imports together representing

approximately 18.4% of wtal imports.

In 2013, imports of goods mereased by 2.53% 10 L8574 ballion from U.5.568.0 billion in 2012.
Intermediate and capital goods represented 42.0% ol total imports, Imports of fuel and energy increased by
36.3% and imports of motor vehicles lor passengers ineredsed by 31.8%

In 2014, imports ol goods decreased by 124% 10 1255052 billion from UL S.$74.4 billion in 2013,
Intermediate and capital goods represented 46.3% ol wotal imports. lmparts of motar vehicles for passengers
decreased by 49.53%. imports ol spire parts and accessaries or capital goods decreased by 18.2% and imports of
consumption goods decreased by 11.0%,
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In 2015, imports vl goods decreased by 8.4% o L1.S.539.8 billion from L.8.%635.2 billion in 2014.
Intermediate and capital goods represented 49.9% o ot imports. Imports ot tuel and energy decreased by

40.3% and imports of motor vehieles Lor pussengers decreased by 6.2%, while imports ol spare parts and
accessories tor capital goods decreased by 3.0% und imports ol consumption goods increased by 3.0%. in each

case in terms of their LS, dolhr value,

The following tables set forth information on Argentina’s major import products tor the periods

specitied.
Imports by Groups of Products'”’
(in millions ol U.S, dollars)
201 2012 2013 2014 2015

Machines. instruments and ¢lectne matenuls USS 19366 USS 17551 1SH 18808 USS 16795 1SS 16928
Transpor eguipment | 340 | 3,14 AT 111 395 9647
Industrial products 11513 Had Lk TR 4802 9439
Mineral products 1,924 1 | U0 | 3.084 7334
Plastic, rubber and manulactures 4,527 AR 4,207 3,742 3642
Common metals and manulactures 4308 3HIR 3643 3432 3524

Opucal tstruments, medical-surgcal

precision equipment walches i imusi

equipment | 748 | i | 762 | 699 1,892
Textiles and manufaclures | Kb (BR1.1. | 324 1 385 1425
Wood pulp. paper and paperboird N b 118 1111 1212
Commadities and miher produdts T | L3 142 Hs 0
Feeding products, besverages aind talieon ) 1123 Y S L 873
Products of vegetable onigin ] N [RE) Nk na3d

Stone manufactures, pluster und cament

asbestos. imica, cernne and pliss ol4 SR 08 543 603

Footwear, umbrellas, armticil Hawers and

others 333 ad 448 417 474
Live ammals and products of snimal onigin 325 235 198 173 |67
Other products 1230 (G 1,213 1,214 1,073

Total imparts LSS 739 USY 674974 LSS 74442 USS 65220 USS 39787

(1) Measured on a CIF basis  Pogures presented i s tabile duler Gom those presented o the whbles ttled “Balaned ol Payments”

because the latier were caloutated s o FUB hasis
Source: INDEC and Nhmsivy af the Drvasur
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Imports by Groups of Products'”

(as %o of total imports)

2011 2012 2013 2014 2005
Machines, mstruments and elecinie malerals e 253 5. 7% 28.3%
Transpor equipment |58 |43 ) 5 161
Industrial products L3y I ] 150 |58
Mineral products Jh 8 bl t7:3 1#.5 12
Plasuie, rubber and manutactures t ] o 5 57 o
Common metals and manufactures 4 58 44 5.3 549
Optical instruments, medical-surgiwal prevision
equipment. watches und music equipment 24 ) 24 2.6 3.2
Fextiles and manutactures S i) 2.0 1 24
Wood pulp. paper and paperbourd 2l El | & |7 20
Commoedities and other products | |5 |4 |4 I.5
Feeding products. beverages and tobucco = 3 1.3 14 1.5
Products of vegétable angim 1A i [V 0y 1.1
Stone manufactures, plaster, cement. ashesiios
mica, ceramic and glass L ol U 08 | &
Footwear. umbrellas; artificial Hlowers
and others TR 07 £17 iE: 04
Live animals and products of animal origin 4 W3 03 03 3
Other products _ i 17 | B 19 | &
l'otal impaorts PR % J UL A O 0% 0 % 105 0%

(1) Measured ona CHF basis Figares preseiited o s ble dither from these presented o the ables utled Balance of Payments
because they were caleulated on g PO basis
Sonrce INDEC and Mingsiey of the Treasin

Trade Regulation

Until the beginning ol the 19905, Argénting had a relatively closed economy modeled around
import=substitution policies with significant trade barriers. Although certain retforms were pursued from the
1960s through the 1980s o liberalize trade. it was only during the Menem administration in the 1990s that the
Government implemented significant wade liberalization meusures,

Trade policies remained relatively stable during the 1990s. marked by few export tarifts and low
import tarifls in certain sectors ol the economy . Following the collapse of the Convertibility Regime in 2002,
the Government introduced trade measures intended to increase Government revenues. stem the outflow of
foreign currencies. manage the pricing ol basic goods and protect the stability and growth of local industries.

lhe Ministry of Agriculiure: Livestock and Fisheries regulates production and sale ol agricultural
products. while the Unidud de Coordinucion v Evaluacion de Subsidios af Consumo fnterno (Unit ol
Coordination and Evaluation ol Subsidies w Internal Consumptionl. formed in 200 1. manages subsidies and
support to the agricultural sector.

In 2012, a complaint was submitivd to the dispute settlement body ol the WO challenging Argentina’s
use of non-trade barriers and certain practices of the Gosernment with respect to imports. The dispute related to
two primars measures: (1) the requirement [or importers W tile a non-automatic import license in the form of a
DJAL and (i) the imposition of trade-related requirements mandating loreign companies to limit their imports,
oftset their imports with equivalent exports and inerease the local content of products made within Argentina as
a condition to import into Argentina or w obtain certain benetits. The W IO dispute settlement body found that
such practices violated international wade rules. Argenting was given antil December 31, 2016. to comply with
the WTO s ruling,

Geographic Distribution of rade

Argentina’s primary trading partner is Brazil. Argenting also conducts a substantial amount of trade
with China, the United States and other countries in Latin America and Lurope,

The following tables provide information on the geographic distribution ol Argentine exports for the
periods specitied.

[2-64
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Geographic Distribution of Exports'"
tin millions of LS. dollars)

Y 012 2013 2014 2015
Brazil USS 17319 US% 6457 USS (5949 LSS 13883 USY 10000
China 0450 5474 5837 4,792 5388
United States 4301 1021 4182 4,082 3433
Chile 3,775 51155 V825 2,794 2.404
Venezueia | 867 2220 D ANT |.987 1.370
Spam LREE Agh b | e | 69 1.362
Germuny 3R )97 | 637 1,536 1,340
Liruguay 2053 | u34 LER) | 50 1.331
Canada o483 =213 | Fud | 655 1295
Netherlands 254y 2004 1493 1.574 1,213
Peru | 744 | 825 321 |14 721
Rest of ALADI- S 450 5801 5301 4548 3473
Rest of EL/ 3.8 4,850 01y 4844 4323
Rest of Asia' 1059 13,]60 3,112 12,213 10,769
Rest of world™ G914 SRR 8617 8,120 7328
Indeterminate destimation’” |.812 L 2116 1.871 936
Total® WIS 2981 USY TMARY LSS 73063 USS 68407 USS 36,788
Memovandum itemis
MERCOSURT (1 22606 LSS 209 LSS LS4 18735 LISH 13.856

ALADI (R 15 33258 UINS VA7 LisY (B 3 ESuTe LSS 19.40}

{1} Measured on an FORB basis

(2)  Asof December 31 2015 ALADI comprises ihe followimg coumtiwes . Argenting, Bolivie Brazal, Clule. Colombis. Cuba. Ecuador,
Mexwo. Pamguoay, Peru, Panama, Unuguay and Venezuela

(3)  Figure mcludes all Asimn countries except for L iy

(4)  Includes all other countries Tor wineh exports e nol sigilicant enuieh tor o separte Tine mem

(51 Includes exports for whieh the destmution could no be wenntivd

(6)  Frgures i ths table aoe updated fens Treguentls thai s presenied o the Bt of Pasments” table and thus total exports in this
Labie may differ from those i the Bakanee of Pasments Glle

(71 Asof December 31 2005 MERCOSE mwfudes thie tollosemp comtiwes s ol pembers. Argenting. Brazil Poragaay . Uruguay and
Venczuets tadouteed o Augast 20020 Dok aore mtormution on KTERCOSUR members see © The Republic ol Argentna—Foreign
Altans and International Organizations —MERCUSTK

Source INDEC amd Munisiry of the [reasin'y
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Geographic Distribution of Expurls'“

(as Yo ol total exports)

2001 2012 2013 2004 2015
Brazil 09, L T 20 3% 17 8%
China 77 67 77 70 g3
United States 52 54 58 6.0 60
Chile ) b 50 41 42
Venezueln 232 X8 28 2y 24
Spain 17 30 37 25 24
Germany i 23 i i 24
Uruguay 2] 24 24 24 23
Canada 2y Xy 22 24 23
Netherlunds b b 13 23 pdl
Peru ey patl I'9 I b 13
Rest of ALAL i T T B 6
Restof L il ol T3 Th
Rest ol Asid 3.2 |52 173 179 19.0
Rest of world”' [y 14 I3 1 129
Indeterminate destitation I = _2b 28 27 16
Total VT O L 100 U |00 0% 1000 0%
Memorandum irems
MERCOSUR'’ X7, 275% 28 0% 274% 24 4%
ALADI 1% 41 8% M 2% 380% 34 2%

(1) Measured on an FOR basis

(2} Asof December 31, 2015 ALADE includes the tollowmg countres Argentina, Bohy i Brual, Chile, Colombig, Cuby. Ecuador,
Mexico, Paraguay. Panama, Peru. Lrugiiy and Venezueh

(3)  Figure includes all Asan countres except tor Cham

(4) Includes all other countries for Which exports are nob ssiolicant enough 1or s separate hing tem

(5)  Includes exports for wiuch the destination vould not be dentihied

(6)  Figures in this table are updated less freguently than those presented o the Baluwe of Pivments” tabie and thus total exports n this
table may differ from those i the “Balunce of Pavmems  mble

(7)  As ol December 31, 2005 MERCOSUR ncludes the following coumtoes as full members Argenting, Braal, Paraguay. Uruguay and
Venezueln (admimted m August 20025 For more aptoemation an MERCOSUR members see “The Republic ol Argentins—Foreign
Allars and Internatonal ODrganizations—MERCUSLT

Sonrce. INDEC aind \ypiesgey of thye | peces e

Ihe tollowing whbles provide intormation on the geographic disteibution of Argenting’s imports for the
periods specilied.

Geographie Distribution of Imports'"
(in millions of L.S, dollars)

11 012 2013 2004 WS
Braail (A0 15 22337 LS H THS  USSH 4321 LISE 14293 LSS 13,100
China (PN 9432 11 341 10,743 11,776
United Stites 7814 8476 LR R.834 7.700
Germany 1 6db 1698 3892 3.507 3130
Mexico LA Ry ; 970 SO8 820
France 1.521 | 5% | 740 1416 1430
ltaly. 1482 | 433 | tabaty 1.629 1.370
Japan | 415 | A8 |i§2] 1,374 1.223
Spain | 346 [ 37 371 1073 us7
Chile | (3 [ T ) 717
Netherlands 435 | 130 | 073 781 132
Restof ALADL Lu37 | bed 621 5073 4004
Rest ol El N7 k220 1476 3.853 3904
Rest ol Asw” 132 Sl e NN 5198 4923
Rest of world ™ 51100 el 5160 5022 3.700
Indetenminate erigin | - b2 H7s il 706 526
Tonal L) 5% ERE T lin% W Y7y LSS 74442 (R Y #5230 US% 59.757
Memerandim tems
MERCOSUR Lis$ 23500 LiNS 18827 UNS iddy LSS 15272 LSS | 3 468
ALADI LSS 28378 LUNY REWE ] Uss 27282 USS 2083 LSS 18641

-6y

IF-2016-02046068-APN-ONCP#MH

pagina 72 de 187



(1)
(2)

(3)
(4)
(3}
16)

Measured on o4 ClF basis

As of December 31, 2005, ALADI mchudes the lollowing countries Argentina. Bobvia, Brazil, Chite, Colombia, Cuba. Ecuador,
Mexico, Paraguay, Panama, Peru. Uruguuy and Venczuchy

Figure includes all Aswan countries except for China and Japay

Includes all other countries for which imports are not sigrificant enough tor @ separate hing item

Includes imports for which the origin could not be wentihied

As of December 31, 2015 MERCOSUR neludes the tollowime countries as full membiers Aty
Venezuela tadmitted i August 20123 For more imtonmation on MERCUSEIR members see”
Aftawrs and International Organizations—MERCUSLIR

senting, Brazil, Paraguay, Uruguay and
¢ Republic of Argentima—Foreign

Sotirce: INDEC gnd Munestvof the Tregsiom
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Geographie Distribution of Imports'"
(s Yo of total imports)

2011 012 2013 014 2015
Brazil W) 2, Y0, 2000y, 2] gy 2] 99
China 143 [ERT 152 165 197
United Swtes 1o (25 108 135 129
Germany dAu 54 52 54 52
Mexico 1.3 | 3 13 1 4 1 4
France 2| 23 23 22 24
Italy 20 24 22 25 AL
Japan [ 4 2 20 2 20
Spamn | ] ] | 6 | 6
Chule I 5 13 I3, 13 12
Netherlands I 17 |4 1.3 g
Restof ALADI- 58 na | 78 67
Rest of EL §N n2 il 54 G5
Restof Asiy' ) To B4 MU %2
Rest ol world” N [ iy 7.7 £2
Indeterminate vrgm'™ ) & U K I 0y
Totl LU JOHD Oy 100 0% 100 0% 100 0%
Memarandum tems
MERCOSUR' V) X%y 22T 27 5% 23 4% 23 4%
ALADI 1% 44 1334, b g 32 Wy 31 39,

(1) Measured ona CLF basts

(21 As ol December 31, 2005 ALAEN comprees the follow g counties Argentomn, Boliva Braal Clule Catombra, Cuba, Bewador.
Mexico, Paraguis  Pannma, Pecu Llraguas aod Venesael

(3)  Figure includes all Asan countres excepl Ton Ul and Japan

(4)  Includes all other countries tor which imponts aie tot sagrilicnt etaugh for g sepante lne item

(3} Includes imports for which the ongm could not be adentitied

(6) Asof December 31, 2015, MERCOSUR mcludes the tollowing countries as full members: Argentina, Brazil, Paraguay, Uruguay and
Venezuely (admitted i August 2012)

Sowrce  INDEC amd Mmstey aof the Treasu

Lrade with MERCOSUR Cawniries

Commaon marke! framework. In additon to Argenting, the MERCOSUR “Member States”™ include
Brazil, Paraguay. Uruguay und. since 20020 N enceucka. In December 2012, Bolivia began the process ol
accession as ¢ Member State. hat ing previoushy been un Associate Stute. MERCOSUR s objective is w
gradually integrate the economies ol its member countries through the elimination of trade barriers. the
harmonization of macrocconumic policies and the establishment of o common external taritt and a common
external trade policy. See “The Republic of Argentina—Foreign Afluirs und International Organizations—
MERCOSUIR™

Frade within MERCOSUR  Trade among MERCOSUR Mémber States increased significantly in the
10 years leading up w0 2010, but has decreased ever since, During 2004, intra-regional commerce represented
13.1% of'all MERCOSUR commerce. the lowest level sinee 2006, | his decline huas oceurred in the context of
deteriorating external and internal cconomic conditions. This negative perlormance has been a widespread
phenomenon aftecting all Member States.

Argentina’s trade with MERCOSUR reached 1185278 billion in 2015, representing 23.9% of
Argentina’s total trade. Argentine exports to the other MERCOSUR Member States amounted to more than
U.S.$13.8 billion. equivalent o 24.4% ol Argenting’s total global exports. while imports from MERCOSUR
amounted o U.S.S14.0 billion. equivalent w0 23 4% ol Argentind’s total imports. Argenting registered a
U.S.$141 million trade deficit with MERCOSUR in 2005, s compared o u surplus o1 US.$3.5 billion in 2014,
primarily due to a L8326 billion increase in the tade deficit with Brizil and o U856 15 million decrease in
the trade surplus with Venezuela

Brazil
Brazil is Argentina’s primary export market and source of imports. Manufactured goods of industrial
origin account for approaimately 80% ol commerce between the countries. [n 2013, the main imports from

Brazil included intermediate goods, which wowled US.84.6 billion, and spare parts und aceessories, which
totaled U.5.82.9 billion.  he muin exports w Brazil in 2005 were manuluctured goods of industrial origin,
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which totaled U.S.$7.1 billion, followed by primars products. which totled US.$ 1.4 billion. In 2015,
Argentina’s trade deficit with Brazil was US.S3.0 billion, us compuared to a delieit of US.S411 million in 2014,
primarily as a result of @ 9.7% decrease in wtal exports to Beazil which was partially offset by an 8.3% decrease
in total imports.

I he decrease in exports as compared W 2014 was mainly the result ol the decreases in the tollowing
products:

e manulactured goods ol industrial origing which decreased by 31.7% to U.S.$7.1 billion: and
e fuel and energy. which decreased by 60.1% 10 11.8.%266 million,

I'he decrease in imports in 2003 as compared 10 2014 was primarily due to a 12.0% decrease in imports
of intermediate goods and a 7.8% decrease in exports ol spare parts and accessories,

China

China has become one of Argentina™s main trade partners.  The main imports from China include
chemical products. machinery and clectronic devices. motoreyeles and engines with small ey linder volumes, and
toys. The main exports to China include agricullural commaodities. such s wheat. soy and corn.

In 2015. the main imports rom China included capital goods. which totaled U.S.$3.5 billion. and spare
parts and accessories. which totaled L.S.53.0 billion. The muin exports to China in 2015 were primary
products, which Wtaled ULS$3.9 billion, tollosed by manulactured products ol agricultural origing which
totaled US.S 11 billion. In 2015, Argentimt's trade deticit with Ching sas 118.$56.4 billion. as compared 1o
U.S.56.0 billion in 2014, primarily as doresult ol a9 7% inerease in ol imports. which was partially oltset by a
12.4% increase in total exports w Chin,

I'he merease in imports as compared w201 was mainly the résult ol the increases in the tollowing
products:

o capital goods. which inereased by 13.0% 1o UL593.3 billion: and
e intermediate goods, which increased by 9.9% 10 U.S.$2.9 billion.

I'he increase inexports in 2015 as compared to 2004 was primarily due 10 a 13.6% increase in exports
of primary products, and a 37.3% increuse in fuel and energy exports,

Unired States

Historically. the United States has been one ol Argenting™s mostimportint trade partners,
Manufactured goods constitule u signilicunt share o Argentine expuorts to the United States. while capital and
intermediate goods constitute a signilicant share ol Argentina’s imports trom the United States.

In 2013. the main impons trom the Lnited Stes included intermediate goods, which wialed
U.S.52.7 billion. and capital goods (such as machines, instruments and eleetric materials), which totaled
LLS3$2.0 billion. The main exports o the United States tor the same period were manufactured goods. which
totaled LLS.52.7 billion. tollowed by primuary products, swhich witaled UESS3 15,0 million. In 2015, Argentina’s
trade deticit with the United States was ULS.S4.3 billion, as compared o a delicit ol U.S.54.8 billion in 2014.
mainly due 10 a 12.8% decrease in wtul imports from the nited States. which was partially offset by a
13.3% decrease in total exports to the United States,

I'he increase in imports as compared o 2014 was mainly the result of decreases in the following
products:

e energy and tuel, which decreased by 36.8% o LLSS 1.3 billion: und
o capital goods. which decreased by 1 1LA% w0 U.S32.0 biltion

I'he decrease in exports in 2003 as compared (o 2014 was prinurily due 10 a 64.2% decrease in exports
of tuel and energy. and a 13.6% decrease in prinary products exports. This decrease was partially otfset by a
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10.1% increase in exports of manulactured goods ol industrial origin and @ 1.4% increase in exports of
manufactured goods of agricultural origin.

In March 2012, the United States suspended Argenting [rom the LLS. Generalized System of
Preferences, or “GSP. under which certain Argentine exports enjoyed preferential tarifts, due to Argentina’s
failure to comply with ITCSHD awards related o U S, companies, Fora discussion on payment by Argentina of
1CSID awards see “Public Sector Debt—Legal Proceedings—Litigition in Argenting™

Non-Financial Services rade

Fhe non-financial seryices tride balance retlects the amount ol services (other than financial services.
encompassing payments ol interest. dividends and other incomie) that Argentine residents purchase outside
Argentina, relative to the amount of non-finuncial services that foreigners purchase in Argenting. For instance. a
deficit in non-linancial service trade indicates that the value of pon-financial services purchased by Argentine
residents vutside Argentina exceeds the value ol nun-financial services purchased in Argentina by foreigners.
Argentina’s non-financial services account reflects in part Argentina’s overall level ol trade in goods since it
includes the freight und insurance services wssociated with these transactions.

The main components of Argenting’s non-financial services trade deficit were:

e lransportation, with a deficit that inereased W ULS.82.0 billion in 2015, as compared 1o a deficit
of LLS.$1.7 billion in 2014

o royalties, with a deficit thut decreased w L1LS,51.7 billion in 2013, as compared to a deficit of
LSS 1.8 billion in 20142 and

o tourisnn with aodetieit that imereased o LSS5 bithon o 20058, from LLS.$0.7 billion in 2014,

These delictt increases were partially offset by protessional, technical and business services, which
registered a surplus of LSS 1O billion o 2003 as compared o sarplus of LSS ES billion in 2004,

In 201 |, the deficit in non-financial services trade increased LSS 1.0 billion (o U.8.%2.2 billion.
primarily as a result of the higher rate ol decrease in exports ol non-linancial services as compared to the
decrease in imports.  This detieit was mainly attributable 1o 4 U.5.52.4 billion deficit in transportation, as
compared to a LSS 1.7 billion deficit registered in 2010, and « 21.1% increase in the delicit in royalties in 2011,
10 L.S.51.8 billion. as compared to u U.S.S1.3 billion deficit in 2010,

In 2012, the deficit in non-linancial services trade inereased 118,508 billion o U.5.$3.0 billion. as a
result ot a higher rate ol inerease in imports ol non-linancial services, which exceeded the increase in exports,

Specifically, the increase in non-tinancial services trade deticit was due w;

e anincrease in the deticit o the tourism account of L8308 billion o LSS 1.0 billion in 2012,
as compared oo LLSSI88 million deticit registered in 2011 and

o 4 10.6% deticit increase in roy alties,

These effects were partiully ofiset by an 8.3% surplus incredse in protessional. technical and business
services.

In 2013, the deficit in non=financial services trade inereased US.80.7 hillion 1o U.8.$3.7 billion. as a
result of the higher rate of ineretse i impurts ol non=tnaneiil serviees. swhieh eseeceded the increase in exports.
Specilically. the inerease in non-linancial services trude deficit was due o

o 14.4% surplus decrease in professional, technical mid business services;

e 1 22.7% increase in the delicit ol the tourism account of L1.5.$230.0 million w L.S.$1.3 billion
in 2013, as compared to a LSS 1.0 billion deficit registered in 2012; and

* a4 7.9% deficit increase in transport account of LLS.$190.0 million to U1.8.$2.6 billion in 2013.
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In 2014, the deticit in non-tinancial services trade decreased 17.5.50.6 billion to 1.5.%3.1 billion, as a
result of higher rate ot inerease in exports of non-financial services, which esceeded the increase in imports.,
Specifically. the decrease in non-linuncial servives trade delicit was due wo:

e 0 34 7% denivit decrense i transport, particuliarly passenger transport: and
e ad.6% deficit deerease in tourism account of LLS.5518 million to L1.S,%0.7 billion in 2014,

These deficit decreases were partially oftset by u 24.2% decrease in the surplus of professional.
technical and business services o LSS 1.5 billion.

In 2013, the deficit in non-tinancial services tade incréased 1155009 billion to L1.S.54.0 billion. as a
result ol an increase in imports of non-Gnancial services that exceeded the ineredse inexports. Specifically. the

increase i the non-lnancial services trade detivit was due o

e a LLSS08 bilhon inerewse in the deficit ot the tourism account 1o L8513 billion in 20135, as
compared o LLSB007 billion deticit registered in 2014: and

e 15.4% deticit inerease in transport account of U.S.5262 million to U.S.52.0 billion in 2015,

These deficit decreases were partially offset by a 3.6% decrease in the deficit in rovalties o

U.S.51.7 billion.

'he table below sets torth the net results ol Argenting”s non-{inancial services trade for the periods
specified.

Non-Financial Services
(in millions of V.S, dollars, at current prices)

2011 2012 013 2014 2015
Trunsportation
Freight L% il vam sy hnsd LSS 188y LSS (hbde) USS  (1.520)
Passenger [ Il 1] 884 (1.254) (1.755)
Oiher L2l 77 LR 1,195 1,318
Total 2424 il 1K) |_:'T'“_M;-l (1.686) (1.957)
Tourism LT 1L ulss (1245 (727) (1.320)
Rovaltes V1781 (Y] (1.981) 11,804 ) (1.738)
Protessional. technical,
business services 2138 2342 2005 ). 320 1.647
Others'' . Bs (it (357) (356)
Total non-financial services LSS (2235 USH (29850 USY (3708) USS$ (3063) USSH (3925

{1} Includes communication, construction msuranee el itormabion. entertmment and receeational services, as well as certan
Government services
Sowrce INDEC and Mimstey of the Treasney

Tourism
In 201 1, the tourtsm sector registered a USS 188 million deficit. primarily due to a 13.6% increase in
outflows related to residents triveling abroad. This higher outflow was partially offset by an 8.3% increase in
inflows related to non-residents trav eling o Argentina.
In 2012, the wourism sector registered o LSS0 billlon delicit primarily due o a 8.7% decrease in

inflows related to non-residents traveling to Argentina and o 6.3% inerease inoutflows related 1o residents
traveling abroud.

In 2013, the wurism sector registered a U .SS 13 billion deficit., primarily due o an 11.7% decrease in
intlows related to non-residents traveling to Argenting. which was partially otfset by a 3.7% decrease in
outflows related to residents traveling abroad.

In 2014, the wurism sector delivit decreased by 41.3% from L5513 bilhion in 2013 10
U.S.30.7 billion in 2014, T'his deficit deeréase was primarily due 10 a 7.2% increase in inflows related to
non-residents traveling to Argenting and o 3.7% decrease in vutilows related 1o residents traveling abroad.
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In 2015, the tourism sector registered w USS 1S billion delicit in 2005, primarily due to a 10.4%
increase in outflows related to residents trayeling abroad Argenting and u 4.8% decrease in inflows related to
non-residents traveling to Argentina.

The following table sets torth tourism information for the dates specified.

Tourism Statistics

U1 N2 013 2014 2015
Foreign non-resident arrivals (in thousands ) n S0 AT T T na
Average length of stay (number of nights) |55 b T [ 1098 na
Income from tourism (i nulhons ol LS %) 5354 1887 43103 4624 4 400
Expenses from tounsm (o milhons of L8 §) (382 38F 3569 5.362 5920
Balance (i millions of U S %) LIRS) (1018} (1235) (737) (1.520)

n.4: = not available
Source INDEC and Nnistey of vive {reiiinin

Financial Services Trade

The tinancial services trude bulunee vellects the net amount of dividends. interest and other financial
income flowing into and out of Argentina. For example. aodetieit in net dividend payments indicates that
Argentine companies pay more in dividends o lorcign sharcholders than what foreign companies pay in
dividends to Argentine shareholders.

In 201 1. the financial services deficit decreased by 0,05% 10 LLS.$13.9 billion, primarily due to a
0.4% decrease n net interest pay ments. ds compared to 2010, Net dividend outflows remained relatively stable
during 2011,

In 2012, the linaneial services delicit decreased by 74% w0 L.S.S12.9 billivn. primarily due o a
14.4% decrease in net dividend vutllows (particularly dividends W the non-tinancial private sectar resulting
from foreign direet investment), as compared to 2011, Additionally. net interest payments increased 10.4% as
compared to 2011, mainly due W an increase in interest outllows (rom the non-financial publie sector,

In 2013, the financial services delicit decreased by 4.5% o LS5 12.3 billion, primarily due to a
6.7% decrease in net dividend outllows (purticularly dividends resulting from loreign direet investment), as
compared to 2012,

[ 2014, the Tinaneial sersices delicit decreased by 1200 w0 L oS 1008 Billion, primarily dug o a
19.7% decrease in net dividend outliows, partially ollset by o 0.3% increase in et interest outflows, as
compared to 2013, The decrease in net dividend was mainly due w lower pay ments o non-residents resulting
from foreign direct investment. as compared 10 2003 Fhe increase in net interest was primarily due to higher
interest payments made by the non-financial public sector tw non-residents.

In 20135, the financial services deficit inereased by 4.4% to LS. $11.3 billion. primarily due w a
11.0% increase in net dividend outflows. partially otfset by w 6.3% decrease in net interest outflows. as
compared 1o 2014, The increase in net dividend was due w higher paynients w non-residents resulting from
foreign direct investment. us compared o 2014 The decrease in net interest was due W lower interest payments
made from the non-financial public sector w non-residents.

Capital and Financial Account

Argentina’s capital und linancial account measures the country ™s level ol international borrowing.
lending and investment.

2011

In 201 1. the capital und linancial aeeount registered o delivitol 1 S.52,0 billion as compared wa
surplus of U S.57.4 billion in 2010
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Central Bank. Capital lows to the Central Bunk increased from o deticit ot U.8.52.9 billion in 2010 o
asurplus of LLS.$5.0 billion in 200010 This capital inflow was muinty the result ol an increase in loans granted in
connection with bilateral agreements, including with China.

Non-fingneial private sector. Capital Tows degreased from a surplus of U.8.57.3 billion in 2010 10 a
deficit of L.8.$6.8 billion in 201 1. This capital outflow was mainly due to o U.5.$9.3 billion increase in
investments in external assets by residents o LLS519.8 billion from LS. 5104 billion recorded in 2010,

Non-financial public sector. Capital lows decreased from a surplus of 1.8.$2.7 billion in 2010 to a
deficit of U.S.82.1 billion in 2011, This cupital outllow was mainly atributable 10 an increase in amortization
and other payments to non-residents in 2011 reluted w bonds issued by the Government to non-residents, and
payments made 1o non-residents under GDP-linked securities in December 2011

Orher financial entities, Capital Qows increased from oo surplus o US$23 1 million in 2010 10 a
surplus of LSS 1.9 billion in 2001, This increase was maindy due toan inerease in net inflows from deposits
and credits by non-residents and direet invesuments by resident finaneial entitres. Inaddition, inflows related o
loans and other credits granted by the lnunclal sector increased as compared o 20 1),

2012

In 2012 the capital and linancial decount registered @ delicitol L8 %513 billion us compared to
surplus of U.S.82.0 billion in 2000 1.

Central Bunk. Capital lows Lo the Central Bank decreused Trom w surplus of US.$3.0 billion in 2011
to a deficit of U.S,52:0 billion in 200120 This copital outlosw svas muainly the result ol o cancellation of loans
granted by multilateral credit organizations,

Non-financial privaie sectar, Capital lows increased Trom a deficit of US.$6.8 billion in 2011 w0 a
surplus of L.8.83.3 billion in 2012, This net increase in capital inflows was mainly due to a U.5.58.8 billion
decrease in investments in external assets by residents from o LLS.$19.7 billion deficit recorded in 2011w a
U.S.$10.9 billion deficit recorded in 20112,

Non-financial public sector. Capital Hows decreased trom a delicitol US.8200 billion in 2011 to a
deticit of U.S.83.0 billion in 2012, This inerease in capital outtlows was maimly attributable w a
U.S.568Y million merease in payments made Lo non-residents under GDP-linked securities in December 2012,
as compared o December 201 10 a LUSS38Y milhion reduction in net disbursements by multilateral eredit
organizations, und o U.S.563 1 million reduction i net disbursements related to debt issued by the provinees.
which was partially otfset by the ULS.$739 million decreuse in wnortization puy ments by the Government, in
cach case us compared e 2011,

Other financial entities, Capital Tows decreased (o asurplus of LS. $352 million in 2012, from 4
surplas of LLS.ST9 bitlian in 200 1. his decrease was mainly due o u LSS .2 billion decrease in net inflows
from deposits and credits by non-residents (lron dnondlos of TUSS742 million woan outllow of

LS. %455 million).

2013

In 2013, the capital und financial account registered 4 surplus ol ULS.53.5 billion as compared 1o a
deficit of L.S.$1.3 billion in 2012,

Central Bank. Capital {lows to the Central Bank remained stable in 2013 as compared to 2012,
registering 4 deficit ot U.S.$2.0 billion. This capital vuttlow wus mainly the result of & cancellation of loans

granted by multilateral credit organizutions.

Non-financial private secior  Capital intlows increased fromea surplus of U.8.$3.3 billion in 2012 w0 a
surplus of L.S.53.8 billion in 2013,

Non-financial public sector. Capital lows incrcased from a deficit ol U.8.$3.0 billion in 2012 toa
surplus of U.S.$843 million in 2013, The net increase in capital inflows primarily resulted trom the fact that no
payments became due under the terms of the GDP-linked Seeurities in 2013,
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Orher financial entities. Capital Dows inereased to a surplus ol LUS3843 mitlion in 2013 from a
surplus of LS. $332 million in 2002, This merease in vapital inflows was mainly due 0 o U.S.$488 million
increase in loans from abroud.

2014

In 2014 the capital and financial account registered a surplus of U.S89.3 billion as compared o a
sturplus of U.8.%3.5 hillion in 2013,

Central Bank. Capital lows to the Central Bank increased trom a deticit ot ULS.$2.0 billion in 2013 to
a surplus of U.S.$3.2 billion in 2014, This capital inflow was mainly the result of the currency swap with the
People’s Bank of Ching and vther international disbursements.

Non-financial privare sectar Capital lows decreased trom asurplus of U.S.$3.8 billion in 2013 w0 a
surplus of LL.S.$39 million in 2014 |his decrease in capital inflows was mainly due 1o 4 U.S.57.0 billion
decrease in investments in local assets by foreign investors. including the expropriation of 51% of the shares of
YPF, from a ULS.$9.5 billion surplus recorded in 2003 1oa US$2.5 Billion surplus recorded in 2014, This
decrease was partially offset by o U5$2.2 billion decrease in inyvestments inesternal assets by residents. from a
L1.8.$5.3 billion deficit recorded in 2013 to a L8831 billion deficit recorded in 2014,

Non-financial public secior Capital intlows increased from a surplus of U.S.$843 million in 2013w a
surplus ol U.8.55.5 billion in 2004, mainly doe o the recording ol the bonds issued o Repsol as compensation
for the expropriation ol 3 1% of the shures o Y P

The expropriation o' 31% ol the shares ot YPE and the corresponding compensation paid 1o Repsol had
a neutral net eftect on the overall balupee ol payvments in 2014

Orher financial entities. Capital Hows decreased W a surplus of LS S642 million in 2004 tfrom a
surplus ol U.S.$845 million in 2013, | his decrease in capital inflows was muinly due 1o a LL.S.5256 million
decrease in foreign investment in 2014, reaching LS S678 million. as compared 10 U.S.$934 miilion in 2013.

2015

In 201 5. the capital und Anancial account registered d surplus ol L.S.512.4 billion as compared to 4
surplus o1 U.5.89.5 billion in 2014,

Central Bank. Capital Nows o the Central Bank inereased from asurplus o US.$3.2 billion 1o @
surplus ol U,8.87.6 billion. This capital inflow wus mainly the result ol the curreney swap with the People’s
Bank of China and other imernational disbursements.

Non-financial private sector Capital Hows inereased from g surplus of U.S.$559 million in 2014 w0 a
surplus of U.S.56.8 billion in 2013, The net inerease in capital inflows was mainly due to a U.S.512.5 billion
increase in investments in local assets by loreign investors. lrom u ULS.$2.5 billion surplus recorded in 2014 10 a
U.S.8135.0 billion surplus recorded in 2015, This increase was purtially ollset by a U.8.56.7 billion increase in
investiments in external assets by residents: from o US33.1 billion deticit recorded in 2014 o a U.S.%$9.4 billion
deficit recorded in 2015,

Non-financial public sector Capital Hows deereased from o surplus ol LS.S35.35 billion in 2014 to a
deficit of U.S.83.7 billion in 2015, 1 he decrease innet capital intlows reflected o U.S.$53.3 billion increase in
amortization payments and the absence ol inflows rom isstances in 20105, as compared to the U.S.$5.0 billion
inflow registered in 2014,

Orher financial entities. Capital inflows increased to o surplus of U.S.51.7 billion in 2015 from a
surplus of U.S.$642 million in 2014, This increase in capital inflows was mainly due to a U.S.3820 million
increase in loreign investment in 2015, reaching LSS 13 billion. as compared o L1.8.$678 million in 2014,

Foreign Investment Regulation

With the aim ol increasing capital inflows. the Government and the Central Bunk have introduced a set

of measures to eliminate @ signiticant portion ot the restrictions atfecting the balance ol pavments. For more

information, see “Exchange Rates und Exchange Controls—Lachange Controls.™ For turther explanation of
restrictions on capital translers. see “Monctary System—Foreign Exchange and International Reserves.”
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Evolution of Porifolio and Foreign Divect Imvestment

The tollowing table sets forth intormation on portiolio investment. loreign direct investment and other
investment in the Argentine economy,

Flows ol Portlolio, Foreign Direct and Other Investment
(in millions of 1.5, dollars)

20l 1z 2003 2014 2015
Direct investment

In Argenting by non=Afgentine

residenty’’ U&S sl SS  [5324 LSS 9822 LUSS 5065 LSS |19W
Quistde Argentina by Argentine

resydents (1.488) {1.4155) (&) (1921 (875)

Direct mvestiment, nel Y352 14,264 8,932 3,145 11,103
Porttolio investiment
In Argenting by non-Argentine

residents’’ AT (1167 1339 6,215 (492}
Clutside Argenting by Argenting

residents I . S - (19) L (8)

Derivative financial imstruments (1350) (2908 2 168 25
Portfolio investment, net (15M2) 4090 1326) ©.374 (475)

Other mvestment '

In Argentina by non-Argentine

residents FEIT2 (1.605) (7771 1.533 1 1LUi?
Cuiside Argentima by Argenting

residents L2y (M) (4, 370)) {16400 9,339}

Other investment. nel US3 (7400 LSS (1L Ls§ (5147) USS  (107) USS 1678

(11 Reflects the saration i e valuse of net Jogal assety asied by o= Argentine iesudents 1 durng ainy period, non-Argenting resdents
purchased more locul assets than they sold, the amoan tor thit period would be positive

{2) Rellects the varabom i the vilue of the net exermal assets owned by Arpentime residents 15 duning any period. Argeoting residents
purchased mote extemil assels than thes sold. the wmount Tor thal petiod would be neganive

(31 Includes assets (loans, commuercnd loans and others b aed Tabiliies e credi, foans, arrears and others)

Sonrce: INDEC and Munstov ol the | reasn

Fareign Direct Investment

Foreign direct investment in Argenting increased significantly following the implementation of the
Convertibility Regime and the ehmination ol barriers o toreign investment, A significant portion of the capital
inflows in the carly W mid=1990s resulted from the privatization of state-owned entities that attracted private
foreign capital. Net foreign direct investment in Argenting peaked in 1999 with the completion of the
privatization of YPF. a process that started in 1992, In the following years, the Government reversed course and
expropriated certain private companies, ineluding 51% of the shares o YPF in 2012, As a result. capital inflows
from foreign direet invesument declined signilicantly.

In 2011, net foreign direct inyvestment decreased by 9.8% 1o U 8,394 billion as compared o
U.S. 5104 billion in 2010, This decreuse was driven by u ULS.S$493 million decrease in investments made in
Argentina by non-residents. primarily related w equity contributions from the non-financial private sector and a
U.5.$523 million increase in investunents mude abroad by Argentine residents. which resulted trom a
1.S.8332 million increase i investments made abroad by the docal noo-tinancial private sector and «
LS. S191 million increase in fnvestments made abroad by the local linuncial private sector.

I 20120 net Joreign direct investnent increased by 32.0% 10 LSS 1S billions as compared to
ULS.89.4 billion in 200 L. This inerease swas mainly deiven by UUS.5405 billion increase in investments made in
Argentina by non-residents, primarily related W the investiment ol protits by the non-financial private sector. and
a U.S.8433 million decrease in imvestments made abroad by Argentine residents, which resulted from u
ULS.$528 million decrease in inyvestments made abroad by the local non-tinancial private sector, This decrease
was partially offset by a U.S.395 million increase in investiments made abroad by the local financial private
sector.

In 2013, net foreign direct investment decreased by 37.4% w0 U.S.$8.9 billion. as compared to
U.S.$14.3 billion in 2012, This decrease was mainly driven by a 1.5.85.5 billion decrease in investments made
in Argentina by non-residents. partiadly offset by o UUS.5163 million decrease in investments made abroad by
Argentine residents.
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[n 2014, net foreign direct inyestment decreased by 64.8% 10 L1553, 1 billion, as compared to
U.S.88.9 billion in 2013, This decrease was mainly driven by a U.S.54.8 billion decrease in investments made
in Argentina by non-residents. and a ULS.51.0 billion increase in investments made abroad by Argentine
residents,

In 2015, net toreign direct inyestment increased by LLS.58.0 billion o LSS 111 billion, as compared
1o U,S.83.1 billion in 2014, This increase was mainly driven by a 115,56,9 billion increase in investments made
in Argentina by non-residents and a U.S.$1.0 billion decrease in investments made abroad by Argentine
residents.

Portfolio Invesiment

Porttolio inyestments, consisting ol the purchase of stocks. bunds or other securities, tend to be highly
liquid and short-term. muking them particularly eesponsive o Huetuativns 1o the market,

In 201 1. net porttolio investment recorded o U8 %3.9 bilhon Jdeticit as compared 1o the
LLS.ST0.8 billion surplus recorded in 2000, This detieit muinly resulted Trom a decrease in net sales ol assets
made within Argentina w loreign investors. which decreased from a surplus of ULS.$8.9 billion in 2010 10 a
deficit of L'.S.31.6 billion in 2011,

Inflows related to transactions with derivative nancial instruments decreased by U.S.$3.1 billion in
201 1. resulting in u U.S.52.4 billion deficit as compared woa U857 12 million surplus in 2010,

In 2012, the deficitin net porttolio myestment fncreased Woa US540 billion as compared to o
LI.8.83.9 billion delivit registered in 201 1. This deticit increase was mainly due 1o a U,8.8552 million increase
in outflows related to transactions with derivative financial instruments. resulting in a U,S8.$2.9 billion deficit as
compared to a U.S.$2.4 billion deficitin 2011, This deficit was partially offset by a L.S.$410 million decrease
in the deficit in net sales of assets made within Argenting to foreign investors. which decreased from a deficit of
U.S.81.6 billion in 2011 to a deficit of U.5.851.2 billion in 2012.

Fhe balance innet portfolio fnvestment inereased o a ULS.5326 millon delicit in 2013 from a
U.S.54. 1 billion deticit in 2012 Netintlows reluted to ransactons with Jerivative linancial instruments
imereased by LUS.S28 bilhon in 20030 resudting oo UUSS32 million surplus as compured 10 a U,S5.52.9 billion
deficit in 200 1.0 Net sules of ussets mibdwe within Avgenting o loreign ivestors inereased from a deficit of
LSS 1.2 billion in 2002w a defieit ol U 88539 millon in 2003,

11 2014, the surplus in net portiolio iy estment increased Trom a US.S320 million deficitin 2013 w a
U.S.56.4 billion surplus in 2014, Net sales ol ussets made within Argenting o loreign investors increased from
a deficit of U.5.5339 million in 2013 1o a surplus of £.85.56.2 billion in 2014, Net inflows related to transactions
with derivative financial instruments inereased by LSS 130 million in 2014, resulting ina U5 %168 million
surplus as compared 10 a L8532 million surplus in 2013,

In 2015, the surplus in net porttolio investment decreased trom o L8364 billion in 2014 o
LLS. 8475 million in 2015, This decreuse mainly resulted from a decrease in net sales ol assets made within
Argentina to foreign investors. which decreased from o surplus of L1.85.56.2 billion in 2014 to a surplus of
U.S.5492 million in 2015.

Intlows reluted to transactions with derivative linancial instruments decreased by U.S.$143 million in
2015, resulting in a L5825 million surplus as compared woa U S.$168 million surplus in 2014,

Other Investme it

Other myestment includes duta un other ussets and liabilities ol the non-linancial public sector. the
non-financial private sector, the Gonancial sector und the Centeal Bank:

e assets ol the non-finuncial public sector include Touns from bi-national bodies and
contributions 1o international organizitions:

e assets ol the lnanciul sector include foreign currency holdings and deposits in foreign banks:
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e assels ol the private sector include toreign assets ol Argentine companies who are involved in
exports as well as assets reluted 10 direct trade financing including. among others, foreign
Ussels:

e financial sector liubilities include deposits by non-residents in the domestic financial system.
credit facilities opened by residents abroad and financial assistance by international
organizations 1o resident entities:

e Central Bunk lnbilities include trunsactions between the Central Bank and international
arganizations isuch as the INH ) and the purchase ol Central Bank securities by non-residents:

e non=linancial private sector Habilities inelude loans from private sources such as loans from
international organizations. banks, supplicrs. and otticial agencies: and

e pon-financial public sector Hubilities include loans w the public sector granted by international
orgunizations. bunks. alliciul agencies and other governments,

In 201 1. the other iny estment deticit decreased by 40.3% w0 U5 87 .4 billion. During this period.
investments made abroad by Argentine residents inereased by 98 29 10 U NS 18,6 billion trom U.5.59 4 billion
in 2010, The increase in investments made abroud by Argentine residents was mainly due 10 a U,S.$9,0 billion
increase in outllows related to the acquisition ol foreign ussets by the resident non-financial private sector, This
increase was offset by a U,8.57.9 billion increase in inflows from loans granted by multilateral credit
organizations to the Central Bank. In addition, in 201 1. the non-financial public sector and Central Bank's
arrears increased to L.S$133 million trom an outtlow of U.S.$6.8 billion in 2010, primarily as a result of
unpaid debt that came due in 2011,

In 2012. the other investment defici inereased by 35.6% o LS8 11.6 billion. During this period.
investments made abroud by Argentine residents decreased by 464" w U5 810.0 billion from
U.S.$18.6 billion in 2011, This decrease was muinly caused by an U.S.5.3 billion reduction in the acquisition
of other foreign assets by the local non-linancial private sector. In the same period. non-resident investment in
Argenting decreased resulting in an outtlow of LUSS 16 billion from an intlow of LLS.$11.2 billion registered in
2011, primarily as a result o'y decrease in net loans o the Central Bunk. reaching a U.S.52.0 billion deficit as
compared 1o a L.8.$5.0 billion surplus in 2011

In 2013, the other investment deticit decreased by 55.5% w LLSS5 L billion. During this period,
investments made abroad by Argentine residents decreased by 36.2% o LS $4.4 billion trom ULS.$10.0 billion
in 2012 and pon-resident inyestment i Argeniing decraised. resulting in an outtTow of U5, S0.8 billion from an
outllow of LSS5 1.6 billion n 2012

[n 2014, the other investment deficit deereased by 97,9% w0 L.S.$107.0 million. During this period.
investments made abroad by Argentine residents decreased by 62,5% 10 LLS.S 1.6 billion from U.S.54.4 billion
in 2013, while non-resident investment in Argenting increased resulting in an inflow ol U.S.$ 1.5 billion trom an
outtlow ol LI,.S.S0.8 billion in 2013,

[n 2015, other investments increased by U851 billion. resulting in a surplus of U.8.$1.7 billion,
During this period. investments made abroad by Argentine residents increased by 11.5.%7.7 billion wo
U.5.89.3 billion trom L.8.$1.6 billion in 2014 while non-resident investment in Argentina resulted in an inflow
of U.S.$11.0 billion compared 10 U.S.$1.5 billion in 2044,
International Reserves
As of December 31, 2015, the gross international reserve assets ol the Central Bank wotaled
U.8.8525.6 billion. compared 1o LLSS53 1.4 billion us of December 31, 2014, T or more inlormation regarding the

change in gross mternational reseryes deposited at the Central Bank see “Monetary System—Foreign Exchange
and International Reserves.”
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MONETARY SYSTEM
The Central Bank

Founded in 19335, the Central Bank is the principal monetary and financial authority in Argentina. The
Central Bank operates pursuant to its charter and the Ley de Entidudes Financieras (Financial Institutions Law),

The Central Bank is governed by a ten-member board of directors, which is headed by the president of
the Central Bank. The president ol the Central Bank and the members of the board of directors are appointed
by the president and confirmed by the Senate. They serve for fixed terms of six years. may be reappointed and
may be removed by the president only for cause. Under the terms ot its charter, the Central Bank must operate
independently from the Government

On December |1, 2015, newly elected President Macri issued Decree 36 2015 appointing Mr. Federico
Adolfo Sturzenegger as president of the Central Bank. Mr. Sturzencgeer assumed the presidency of the Central
Bank on the date of his appointment. however, us of the date of this annual report, the Senate has not yet
confirmed his appointment. On December | 1. 2015, five new members of the board of directors were also
appointed by President Macri and remam subject 1o Senate conlirmation.

Under the Central Bank's charter. as most recently amended i 2012, the Central Bank, among other
things:

e must promote monetary and financial stability. employment and economic growth with social
equity:

e isempowered to regulate interest rates and regulate and guide lending activities:

e may grant exceptional advances to the Government in an amount up to the equivalent of 10%
of the revenues collected by the Government in the preceding 12-month period:

e must hold and manage the international reserves. including gold and foreign currency:
e must implement the exchange rate policy inaccordance with applicable legislation; and

e must act as financial agent of the Government and contribute to the proper functioning of
capital markets. regulate any activity connected with the financial system and foreign
exchange transactions and protect the rights ol consumers of tinancial services,

Monetary Policy
Background

From 1991 through 2001, Argentina’s monetary policy was governed by the Convertibility Law of
1991, which pegged the peso to the U.S. dollar at a one-to-one exchange rate and required the Central Bank to
maintain international monetary reserves at least equal to the monetary base (consisting of domestic currency in
circulation and financial institutions” peso-denominated deposits with the Central Bank). During the
Convertibility Regime. the peso appreciated in real terms und the Central Bank did not have the necessary tools
to react to the external shocks that atfected the Argentine cconomy, such as the Mexico Crisis in 1995 and the
Asian Crisis in 1997, In addition. commencing in 1995 the Argentine Government increased its reliance on the
international capital markets to finance its operations, creating additional demand for foreign exchange reserves
at the pegged rate. By December 2001, continued capital flight from the Argentine economy had made the
Convertibility Regime unsustainable. On January 6. 2002, Congress enacted the Public Emergency Law,
effectively bringing an end to the Convertibility Regime by eliminating the requirement that the Central Bank’s
gross international reserves be at all times equal t at least 100% of the monetary base, The Public Emergency
Law abolished the peg between the peso and the LS. dollar and granted the executive branch the power to
regulate the foreign exchange market and (o establish exchange rates.
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In 2002, Mr. Altonso Prat-Gay was appointed president of the Central Bank. During his tenure (which
ended in 2004). the Central Bank implemented a series of measures designed 1o restore monetary stability and
bolster the international reserves of the Central Bank. These measures included the elimination of the
quasi-currencies issued by several provinces during the 2001-2002 crisis. the recapitalization of several
financial institutions that were alfected by the decree mandating asymmetric pesification of their balance sheets
in 2002. the adoption of inflation targets intended to lmit the impact of an acceleration of economic growth, an
increase in the Central Bank’s international reserves, the expansion of the financial system’s lending activities
and the encouragement of capital market transactions as o source of financing economic growth.

During the last quarter o 2004, the Central Bank began accumulating international monetary reserves
and implemented various measures (0 manage the increasing monetary base.

During the second halt of 2007, in response to tightening credit markets, the Central Bank intervened
in the foreign exchange market to manage increasing volatility in the exchange rate. provided liquidity 1o local
banks and expanded the monetary base.

Starting in the second halt of 2008, in response to the global financial crisis. the Central Bank
intervened to avoid a significant depreciation of the peso and to provide additional liquidity to the market. The
Central Bank’s actions included. among other measures. managing the yields on repo loans, auctioning put
options on LEBACs and NOBACSs and reducing the minimum reserve requirements in foreign currency for
financial institutions. These measures allowed banks to keep their liguidity ratios within appropriate levels and
sought to stimulate lending by banks

In late 2009, the Government issued a Decreto de Necesidad v Urgencia (emergency decree) making
foreign reserves held by the Central Bank available for external debt payments. Resistance from the Central
Bank's president, Mr. Martin Redrado. who succeeded M. Prat-Gay in 2004, to transfer Central Bank reserves
for this use led to a stando!T between the administration and the Central Bank, which ultimately resulted in
Mr. Redrado’s resignation in January 2010 and renewed concerns over governability. political stability and debt
sustainability. Ms, Mercedes Marco del Pont was appuointed president of the Central Bank and her tenure,
which ended with her resignation on November I8, 2013, was marked by monetary policies designed to
accommodate the fiscal needs ol the Government, as well as the decision o promote economic growth by
expanding domestic demand at the expense of monetary stability.

On February 18, 2010, Presidem Fernandez de Kirchner created the Council for the Coordination of
Monetary, Financial and Exchange Rate Policies (the “Council™). The Council was chaired by the Minister of
Economy and Public Finances and included two additional members of the Ministry of the Treasury (the
Secretary of Economic Policy and the Secretary of Finance). as well as three members of the Central Bank (the
president, the vice-president and one additional member ol the board of the Central Bank).

Following the amendment of the Central Bank's charter in 2012, the Central Bank adopted various
monetary policy initiatives and provided continued financing o the Government. As pressure on the peso
began to develop, the Central Bank effectively implemented a muliiple exchange rate regime that was favorable
to exports, discouraged imports but favored overseas tourisim by Argentine residents. contributing to the
continued erosion ol the Central Bank™s internationi] monetary reserves,

Following Ms. Marco del Pont’s resignation on November 18, 2013, Presidem Fernandez de Kirchner
appointed Mr. Juan Carlos Fabrega as president of the Cenvral Bank. During Mr. Fabrega's administration,
which ended on October 10. 2014, attempts were made 1o restore monetary stability that were short-lived,
Foreign exchange policy, however, remained within the purview ol the Ministry of Finance, giving rise to
inconsistent monetary and foreign exchange policies

On February 2, 2014, President Fernandez de Kirchner appointed the then acting chairman of the
CNV, Mr. Alejandro Vanoli. as president of the Central Bank. During 2014 and 2015, the Central Bank
continued to finance the Government’s fiscal deficit. The Central Bank reinforced limitations on access to
foreign exchange. which resulted in the continued depletion of international monetary reserves. which
decreased from U.S.53 1.4 billion as of December 31, 2014, 10 LL.5.525 .6 billion as of December 31, 2015, In
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November 2015. the Central Bunk sold 180-duy future dollar contracts at rates that were inconsistent with
international market rates to allay increasing fears of a significant depreciation of the peso.

As of December 2015, the Central Bank adopted. among others, the following series of measures
intended to correct distortions that resulted from policies implemented under the Fernandez de Kirchner
administration:

¢  Foreign exchange market: The peso was allowed 1o Noat. dismantling the unofficial multiple
exchange rate regime, toreign exchange transters tor current transactions were again permitted.
A program to bring current payments due an account of imports was approved. and the Central
Bank swapped a renminbi position into LS dollars to further bolster its international monetary
reserves.

e Inflation: The Central Bank announced its decision to implement a long-term monetary policy
based on intlation targeting, and to rely on short-term interest notes as its primary monetary
policy tool.

o Imternational Reserves: A swap of non-transferable notes of the Government into marketable
securities allowed the Central Bank to strengthen its balance sheet and improve its reserves
position.

The Central Bank's Policy Objectives for 2016
The Central Bank has set the following policy objectives for 2016:

o Recover monetary siabiluy: the Central Bank will focus its policy on restoring monetary
stability and gradually reducing inflation rates 1o levels consistent with those of other emerging
markets that manage monetary policy. with inflation wrgets, By shifting to inflation targeting,
the Central Bank expects to no longer use exchunge rate policies to determine inflation
objectives.  T'he nonunal anchor of the Central Bank’s monetary policy will be the monetary
rate, and its policies will be based on predetermined inflation targets. The Central Bank's
principal ol to implement its monetary policy objectives will be short-term interest rates. lo
regulate market liquidity. the Central Bank will conduct periodic auctions of Central Bank
peso-denominated notes. The peso has been allowed to foat and the Central Bank will
intervene to preserve the orderly operation of the toreign exchange market.

o Ensure the stabiling and promote the growth of the financal system: Argentina’s financial
system is underdeveloped. with limited access to financial services in certain regions. The
ratio of loans to GDP was less than 13% as of December 31, 2015 and total deposits within the
tinancial system represented less than [3% of GDP. At the same time. Argentina’s financial
system has maintained high levels ol protitability and strong asset quality, and limited
exposure to duration or currency mismatches. To promote the growth of the financial system
and financial mtermediation generally. the Central Bank will seek to adopt an account unit
linked to the price index to enhance savings in pesos. continue initiatives to promote the use
and accessibility ot financial services by authorizing the expansion of branches and ATM
networks and support SMEs by extending the availability of the Linea de Créditos para la
Dversion Productiva (Credit Line tor Productive Investiments),

o Jncrease aeeess to banking and financial intermediation services: the Central Bank expects to
continue promoting measures designed to reduce the use of cash to settle transactions and
increase electronic means ol payment. Initiatives such as the Credit Line for Productive

Investments could be maintained. targeting aggregate lending in amounts equal to 14% of total
deposits held with the banking system.
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Monetary Policy

As of the date of this annual report, the Central Bank’s monetary policy is based on the following
guidelines;

e use short-term interest rates as its principal tool o implement monetary policy. which will be
based on inflation targets.  The Central Bank will adjust monetary aggregates based on its
observation of inflation trends; and

e with respect to the foreign exchange and internal reserves policy. maintaining a managed

floating exchange rate regime 10 limit exchange rate volatility and thereby limit the impact of
any internal or external shocks to the Argentineg ¢conomy.

The Central Bank maintains a policy ol toreign reserve accumulation and monetary sterilization to
counteract the effect of the increasing monetary base. he main instruments that the Central Bank uses as a
means to manage liquidity in the monetary markets include:

e collateralized loans (redescuentos).
e repurchase agreements (pases);
o management of minimum reserve requirements; and

e short-terin notes (LEBACs) and long-term notes (NOBACs) issued by the Central Bank.
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