Headlines Week #5 January 2014
Mantega insists that the Mercosur/EU trade agreement includes Argentina

Mercosur is preparing for trade negotiations with the European Union and they include Argentina, said on Friday Brazilian finance minister Guido Mantega at the World Economic Forum taking place in Davos, Switzerland. The comment seems to contradict other recent statements which said the trade deal with the EU will go forward with or without a reluctant Argentina.
Argentina rolls back dollar restrictions hoping to contain market volatility; Monday test day

Argentina lifted on Friday restrictions on personal US dollar purchases for citizens, ending a prohibition on greenback savings that began at the end of 2011. The new measures, which occur one day after both the official and parallel 'blue' dollar saw record rises, were announced in a short press conference by Cabinet Chief Jorge Capitanich and Economy Minister Axel Kicillof. The measures become effective from Monday onwards.

Argentine squid exports increased 84% last year compared to 2012

Argentina fisheries exports reached 441,255 tons in 2013, up 19.6% over the previous year when 368,915 tons were shipped abroad. Among the items with outstanding performance figures squid with over 100.000 tons and 84% higher than in 2012, according to the official stats from Argentina's Senasa, National Health and Food Quality Service.

Government unveils details of its plan to allow dollar sales for savings

The government today unveiled the details of its new plan to lift prohibitions of dollar sales for savings, after the measure was made official earlier on the official gazette.

Inflation: bang goes chocolate on my biscuit

Rise in prices gets personal as the struggle to make ends meet leads to bargaining, frugality.

Economists: devaluation leads to inflation
Pro-K, anti-government experts largely agree transfer to prices seems inevitable

As the government got ready to unveil the details of its plan to lift the prohibition of dollar sales for savings, economists are warning that the inevitable price hike following last week’s steep devaluation forces analysts to adjust inflation projections for this year to no less than 30 percent.
Economists doubt Argentina’s drive to increase exports by 16 pct by 2015
Argentina has just launched a drive to revert a sharp fall in its trade surplus, by increasing exports 16 percent by 2015, but private pundits told the Herald that the programme is wishful thinking rather than realistic.
Kicillof promises 'explicit rules' for dollar purchases
Economy Minister Axel Kicillof has shed further light on the new measures introduced for the acquisition of dollars for personal savings, which will be allowed once a month and rated according to the buyer's income.
Elliot Management's Paul Singer: ‘We could settle this thing in an afternoon’
During a video interview with the Wall Street Journal, Paul Singer, CEO of hedge fund Elliott Management Corporation, described Argentina’s public policy as “horrendous” and stated that he could settle the dispute “in an afternoon.”
Industriala from Brazil and Uruguay concerned about Argentine measures (Spanish)

The business sectors in Brazil and Uruguay expressed his doubts about the economic changes in Argentina.

Uruguay, Ecuador and Malta boast best climates in the world

Uruguay, Ecuador and Malta were named as the best three countries in the world when it comes to climate.

Mantega insists that the Mercosur/EU trade agreement includes Argentina

Mercosur is preparing for trade negotiations with the European Union and they include Argentina, said on Friday Brazilian finance minister Guido Mantega at the World Economic Forum taking place in Davos, Switzerland. The comment seems to contradict other recent statements which said the trade deal with the EU will go forward with or without a reluctant Argentina.

“We are negotiating a free trade agreement with the EU and we plan to do it with Argentina, which has had a positive reaction.

This round started a year ago when we formally received a visit from the EU negotiating team”, said Mantega.

Earlier in the week Uruguay's foreign minister Luis Almagro admitted the possibility of an agreement between the two blocks without all Mercosur members included. ”We could be talking of a three plus one deal, or of one member together with the collaboration of other countries.

Almagro revealed that the tariff reduction proposal presented by Argentina was distant from that of the other members who are pressing to reach an agreement with the EU.

The tariffs proposal has to be exchanged with that of the EU, (which also has its problems), thus setting the framework for negotiations.

The meeting was originally programmed for December but was delayed on request from the EU, since some member countries want to limit market access to Mercosur farm produce (Poland, Ireland, France) and because of the end of the year recess.

A new date has not been scheduled but is expected sometime after the Mercosur summit in Caracas (postponed three times) and planned for the first fortnight of February.

Brazil and Uruguay are anxious to reach a trade agreement with the EU but Argentina is more reluctant given its policies of privileging the domestic market and ensuring jobs in manufacturing.

From Asunción, Paraguayan Industry and Trade minister Gustavo Leite made similar comments saying that Mercosur currently is going through “a moment of very good harmony” among members' governments. “Mercosur and South America are en route to becoming a region of a great economic boost in the near future”, said Leite.

Argentina rolls back dollar restrictions hoping to contain market volatility; Monday test day

Argentina lifted on Friday restrictions on personal US dollar purchases for citizens, ending a prohibition on greenback savings that began at the end of 2011. The new measures, which occur one day after both the official and parallel 'blue' dollar saw record rises, were announced in a short press conference by Cabinet Chief Jorge Capitanich and Economy Minister Axel Kicillof. The measures become effective from Monday onwards.

“We have decided to authorize the buying of dollars on behalf of individuals, according to their declared incomes,” Capitanich announced.

He added that restrictions had always been temporary and had served their purpose. At about eight Pesos to the dollar, he said the Argentine currency “has reached an acceptable convergence level” under a policy of “managed flotation”.

The Peso has sunk 22.7% so far this year despite all the measures implemented by the government of President Cristina Fernandez to try and stem the drain, the latest of which is restricting the number of purchases from abroad made over the Internet to two per year, at a maximum value of 25 dollars each, above which it would impose a 50% tax.

The Central Bank of Argentina's rigid management of the official exchange rate over several years has had a steep cost to foreign exchange reserves, which have dwindled to 29 billion currently from 52 billion in 2011. After spending another 120 million dollars to shore up the Peso on Tuesday, the bank appeared to abandon the effort to protect its stockpile of dollars. But economic experts said the effective devaluation was unavoidable.

“They wanted to provoke a shock in the markets to create a bit more public confidence,” said Aldo Pignanelli, a former head of the country's central bank.

Currency limits have been hugely unpopular with Argentines, who for 40 years had been in the habit of hoarding dollars as a hedge against inflation and an unreliable domestic currency.

The restrictions on the purchase of dollars allowed a parallel black market to flourish, where the greenback has been trading at about 13 pesos (65% gap) and even higher at moments. By freeing up the peso and exchange controls, the central bank could conceivably calm the market by convincing Argentines that they could freely exchange their pesos anytime.

That in turn could narrow the gap between official and black market rates and restore some confidence, and competitiveness on global markets. Economists warn, however, that letting the peso sink increases the risk of even greater inflation, or even hyperinflation, and the decision must be supported by other fiscal, monetary and wage measures.

Government figures show the current rate of inflation to be 11%, but experts believe it is really closer to 28%, and say it could climb to 35% by next year.

However the real problem is the government's spending which seems limitless together with a battery of subsidies and frozen utilities' rates discouraging investments that became evident with the collapse of the power grid when the recent heat wave and the soaring energy and fuel import bill that gobbles billions of dollars annually.

Besides the government appeals to the central bank international reserves to prop the budget deficit and to comply with foreign debt.

The latest economic upheaval comes 12 years after Buenos Aires roiled finance markets by defaulting on nearly 100 billion in bonds, an earthquake which unleashed a tidal wave of capital flight and increased this Argentina's runaway inflation.

Argentine squid exports increased 84% last year compared to 2012

Argentina fisheries exports reached 441,255 tons in 2013, up 19.6% over the previous year when 368,915 tons were shipped abroad. Among the items with outstanding performance figures squid with over 100.000 tons and 84% higher than in 2012, according to the official stats from Argentina's Senasa, National Health and Food Quality Service.

Fish exports totaled 249,940 tons, 5.2% more than in 2012 (237,561 tons), while seafood reached 191,315 tons which was 45.6% higher than the previous year with 131,354 tons.

The main export item was hake (Merluccius hubbsi), with 121,017 tons, 10.1% more than the 109,881 tons exported in 2012. This was followed by squid (Illex argentinus), with 101,171 tons, 84% more than in 2012 (54,966 tons), and shrimp (Pleoticus muelleri), 81,276 tons, up 20.3% from the 67,515 tons of the previous season.

Other resources that increased their shipments is the Patagonian anchovy (Engraulis anchovy), with sales up 5.5%, from 9,038 tons in 2012 to 9,537 tons last year.

White-mouth croaker (Micropogonias furnieri) exports reached 41,441 tons against 35,950 tons the previous year (up 15.2%); short-tailed stingray (Potamotrygon brachyura) rose slightly from 5,542 to 5,693 tons (2.7%), and weakfish (Cynoscion striatus) from 14,173 to 15,142 tons (up 6.8%). Likewise Patagonian scallop (Zygochlamys patagonica) exports totaled 5.518 tons compared to 5.369 tons, which meant an increase of 2.7%.

Among the species that recorded declines when comparing 2013 with 2012 are Argentine hoki (Macruronus magellanicus), down 12.9% (from 14,475 to 12,620 tons) and golden kingclip (Genypterus blacodes), down 28% (from 3,595 to 2,590 tons).

Government unveils details of its plan to allow dollar sales for savings

The government today unveiled the details of its new plan to lift prohibitions of dollar sales for savings, after the measure was made official earlier on the official gazette.

In a press conference held at the Government House, Cabinet Chief Jorge Capitanich and AFIP tax agency chief Jorge Echegaray explained the measure announced last Friday by Economy Minister Axel Kicillof.

The 20% surcharge on foreign currency purchases will still be applied unless the amount is deposited at a bank in no less than 365 days of the operation.

Capitanich specified “every registered worker” will be able to buy dollars, “depending on their monthly, usual and permanent income.”

He added Argentines who are willing to buy dollars must have a minimum wage of 7,200 pesos, and can purchase a maximum of 2,000 dollars per month.

Capitanich stated that “due to the success these measures have had in the receptive and domestic tourism,” no changes have been implemented regarding credit card purchases abroad which will still be affected by a 35% surcharge.

Inflation: bang goes chocolate on my biscuit

Rise in prices gets personal as the struggle to make ends meet leads to bargaining, frugality.

For the first time in about 10 years we have to deal, again, with serious levels of devaluation which in turn prompt worrying levels in the cost of living. Governments normally deny that anything is amiss until the roof falls in. Such was the case in 2001 when, from February to the run on banks in November of that year, the Central Bank recorded steady and rising volumes of hard currency transfers out of the country. We have been through that before and the government has steadfastly refused to acknowledge any mismanagement.

So how do people simply “know” that governments are not quite telling the truth?

You feel it on the street. Even without a published percentage of creeping, crawling, running, runaway or galloping (the classic and over-used but still apt adjectives) inflation, the oncoming crisis is felt in the manner of a much threatened storm following a January heat wave.

The people who see their wages shrinking feel it. And they are not reading The Economist for the signals of the Big Mac index. We have the Nac&Pop index, which really should be instituted as part of the administrative model so that it can be considered in all its brutal transmission of knowledge. Well, perhaps that sort of awareness is not the kind most desired.

The volume of minced meat in your call-out, or call-in, “delivery” order of empanadas shows reductions which the corner empanada manufacturer will deny. He is using the meat spoon with different levels. Or the goods unsold have been held in the fridge for longer and were not replaced. Or it all tastes slightly older. My empanada is no longer as full of meat as it was and it no longer tastes like that special fancy I was looking for.

We generate our own indices, which change daily, and report them with indignation and adjustable expostulations. My café con leche and croissants, or medialunas, have crept up blatantly in the last four months in an unreturning escalation (sounds impressive) from 16 pesos two months ago, then to 18 in mid-January, and this last week the “special offer” in the window tempted me with coffee and three nibbles at 20 pesos.

“No, sir, I don’t think it is inflation. It is just that all prices are going up.” I wish I was.

The newspaper cover price (yes, the Herald also), for those of us who cherish newsprint and who still buy a printed rag daily, goes up with an alarming and foolishly denied regularity, with a rebuke from the newsvendor who says he didn’t notice.

There is no chocolate on the biscuits that come with the coffee at the chain of shops famous for their alfajores. In fear of loss, you demand something fantasized as a better deal. For example, in the heat wave of January I felt compelled to ask for a large glass of water, rejecting those tiny tumblers intended only as sufficient to rinse out the front teeth.

The tiny 10c and 5c coinage now look Lilliputian, unusable, they do not make a respectable tip. For sure, they have not shrunk in size, they just look smaller as each day passes, no reason for this but perhaps especially if you compare them with a two-peso piece. (Thank goodness we no longer have the 1c coins which Domingo Felipe Cavallo, the bald guy who used to tell the one-peso-one-dollar joke, introduced in the early nineties as the symbol of a new age of monetary stability. Hell, I believed the guy. Well, if you have any of those slivers of metal, keep them, you probably can sell them to somebody in a few months’ time, not by value, of course, but by weight if there are enough.)

Penny pinching is recommended and it is important to watch how other people do it. It might not be attractive and will probably look Scroogian, but necessary. This means that you follow the housewives and old age pensioners around your neighbourhood to see what they buy, and how.

Don’t believe the television, whether from the Sabbatella cattle wagon or from the so-called corporate opposition, who only oppose what might cut them out of some cash. Penny pinching is sometimes quite humiliating, which is an intrinsic part of the social effect of inflation. You find yourself haggling (it happened to me last week) over some juice oranges which looked more cragged and shrunken than an OAP. (I got them for four pesos a kilo and they gave very good juice, so there!)

Friendly grocers become targets for more forceful bargaining for “old” heads of garlic, onions (a serious risk, often rotten just beyond the outer peel), oranges, as mentioned, or red peppers which are often more wrinkled than the average granddad. That’s going to be one — out of many — effects of inflation.

Forget The Economist, at this rate we won’t even be able to buy a Big Mac, so stuff the index.

Economists: devaluation leads to inflation
Pro-K, anti-government experts largely agree transfer to prices seems inevitable

As the government got ready to unveil the details of its plan to lift the prohibition of dollar sales for savings, economists are warning that the inevitable price hike following last week’s steep devaluation forces analysts to adjust inflation projections for this year to no less than 30 percent.
“This kind of devaluation, in an inflationary context, only leads to more inflation,” former Central Bank Chief Economist Francisco Gismondi told the Herald.

“It is very likely that this 20-percent devaluation gets transferred quicky to prices, probably in six months’ time, so we need to be thinking of a floor of 30-percent inflation” for 2014, he added.

A pro-government economist speaking with the Herald who asked to be quoted off the record largely agreed with the scenario.

“My perception is that the transfer (of the devaluation) to prices will be very strong, considering imported inputs and expectations,” the source said.

As Cabinet Chief Jorge Capitanich is scheduled to reveal the fine print today of the government’s plan, announced on Friday, Economy Minister Axel Kicillof was sure to point out that Argentina’s economy grew 5.1 percent last year despite the fact that supposed specialists continually insisted the economy was doing badly.

Now though, the government will have to toe a thin line when it relaxes the currency controls that were imposed in 2011, the Kirchnerite economist told the Herald.

“If the AFIP tax bureau gets too restrictive (on foreign-exchange purchases), controls will be back at square one,” he said.

There is a risk of opening up the dollar tap too quickly though.

“Too much flexibilization would lead to a run on the banks that would add to the current sources of demand, like tourists and the energy sector,” the economist added.

The pro-government economist explained to the Herald that “the central problem is that there will be no short-term positive effect on the trade balance.”

In that sense, doubts remained on whether this sudden devaluation would affect “Precios Cuidados,” the ongoing price-watch programme that was announced in December.

Miguel Calvete, head of the Federation of Chinese Supermarkets and Associations (FSAC), yesterday denounced that after the recent rise of the “official” dollar several retailers and providers have already marked up their prices “between 5 and 10 percent.”

“A 20 percent increase on the value of the dollar may end up having between 0.7 and 2 percent increase in the final price of the product — and that can be reflected on the shelves,” Calvete said.

The business leader said these conducts are “irresponsible” and called the government to control and punish such manoeuvres.

“A scheme with clear rules must be set for both importers and industry leaders, especially for suppliers that have almost all their products tied to the dollar,” he told Radio Mitre.

Several suppliers are selling their products at an average rate between the official dollar and the “blue” or black-market dollar, Calvete added.

Meanwhile, wholesalers are restricting their offer, thus “complicating” the success of the price-watch programme. “In the case of Chinese-owned supermarkets, we’re dealing with a limited amount of products — so if distributors and wholesalers do their part of supplying (these products), we’ll be able to comply with the programme,” the FSAC representative concluded.

In an interview with daily Página/12, Economy Minister Axel Kicillof said the national government “would be really strict in maintaining” the values set through the “Precios Cuidados” programme.

“Most of the prices in Argentina do not depend on the value of the dollar,” Kicillof assured. “Prices will not be modified.”

“Prices are not tied to the dollar, although some (businessmen) may try to take advantage of the situation and use it as an excuse to mark up prices,” the Kirchnerite official explained. “But in those cases, the state will put things in their place.”

The Commercial Loyalty and the Consumer Defence laws are two regulations the government may use to make firms comply with the accord.

Last night, Kicillof went to the pro-government programme 6-7-8, where he ranted against the media for their “self-fulfilling prophecies” regarding the devaluation of the peso.

“What are they saying now? That devaluation will transfer to prices and salaries. But as far as I know, prices and salaries in Argentina are expressed in pesos. There is a dollarized component, of course — but of around 30 percent,” Kicillof said.

35 again

One of the big surprises of the interview published yesterday was that Kicillof said the Argentine surcharge on credit card purchases made in dollars will not be lowered today from the current 35 percent to 20 percent, as he had announced on Friday.

“In the case of currency for tourism and for purchases with a credit card abroad, the 35 to 20 percent move will not be implemented this Monday,” Kicillof said.

There was no word of when, or if, the surcharge on credit card purchases may be eased.

“Internal tourism improved a lot in Argentina and those who wanted to travel were able to,” Kicillof said. “People with a high purchasing power were able to spend in dollars without limits using their credit card.”

The tax will still be lowered for cash purchases for savings, however, and all the other announced measures are still to take effect today.

Also yesterday, Renewal Front leader Sergio Massa said the measures announced by the President Cristina Fernández de Kirchner administration will affect mainly “pensioners, workers and the middle class.”

“We sense the government lacks a defined economic programme,” Massa said.

Radical Party (UCR) lawmaker Julio Cobos said inflation was the biggest problem and the government was not taking remedial action.

“If there are no economic goals for the next years, they won’t be able to control the dollar,” Cobos warned.

Economists doubt Argentina’s drive to increase exports by 16 pct by 2015
Argentina has just launched a drive to revert a sharp fall in its trade surplus, by increasing exports 16 percent by 2015, but private pundits told the Herald that the programme is wishful thinking rather than realistic.
The nation said on Thursday that in 2013 it posted a trade surplus of US$9 billion as a result of exports growing three percent to US$83 billion and imports growing eight percent to US$74 billion. The surplus shrank 27 percent from 2012.

To buck the trend the administration now wants to boost exports to US$94 billion this year and US$101 billion in 2015. To this end Industry Minister Débora Georgi announced a plan which includes higher financial support, a larger supply of products with higher added value, and a diversification of destinations.

The opinions of four economists follow below.

On 2013 trade surplus and the government’s projections.

NICOLÁS DUJOVNE: The trade surplus was the result of an external deficit of the energy sector of US$6.2 billion (versus US$2.7 billion in 2012) and a surplus of US$15.5 billion in the remaining sectors, almost identical to a year ago. The small increase in exports resulted from the agricultural sector (up US$ 2.7 billion) and industry (up US$1.5 billion, mainly cars), while energy exports fell US$1.4 billion. It seems unlikely that exports will grow in 2014 as compared to those of 2013. While external energy sales will continue to fall, industrial exports will be conditioned by the evolution of the Brazilian auto market, which has cooled down in recent months. The only likely source of foreign sales expansion are agricultural exports. And it will be hard for them to grow in 2014, considering that current soybean prices are at least 10 percent below the average values fetched by the 2013 harvest. In contrast, soybean volumes retained by producers in 2013 stand above their historical average and, as a consequence, it is very likely that the soybean volumes exported compensate at least in part for the likely price decline, always providing that the government goes towards a more realistic official exchange rate that the one prevailing during the 2013 crop.

NÉSTOR ALEKSINK: While exports rose compared with 2012, that year total amounts are comparable to those of 2011, that is, growth is compared with a year (2012) in which total sales suffered a slight drop amid the sustained growth they had been experiencing since 2009, and returned to a similar level to that of two years ago.

GUSTAVO SEGRÉ: Considering that there are no public policies to boost exports, a four percent increase in foreign sales is highly encouraging. The same goes for the fact that — via the Advance Import Affidavits (DJAI) — imports rose above exports, something that shows that some government sectors were forced to relax import barriers as it is otherwise not possible that import prices have grown nine percent.

On the government plans that foreign sales grow to US$94 billion this year and to US$101 billion in 2015.

DUJOVNE: It is highly unlikely that exports will grow in 2014. As mentioned above, except for agricultural products, the rest of the sectors will show declining export volumes. And in the case of agriculture, even with a good harvest, at the current prices, it will be hard to beat the value exported in 2013.

RAÚL OCHOA: Given the circumstances amid which Argentine foreign trade develops, the goals seem very optimistic.

SEGRÉ: I think that it is a projection of wishful thinking, not a thorough analysis of how to achieve these figures.

ALEKSINK: To meet those goals, the export growth in 2014 should be around 10 percent compared to 2013. To be able to achieve the government’s goals, there should be two years of straight growth of about 10 percent.

On the government’s Programme to Increase and Diversify Exports (PADEx), which includes increased financial support, the supply of products with higher added value, and a diversification of destinations.

DUJOVNE: Argentine industrial exports today cannot compete seriously since the country is steadfastly becoming a more closed economy. To export more, you have to import more. And the government seems to ignore this equation.

OCHOA: The leading financial support — that of Central Bank for US$100 million — is earmarked for investment, not to finance foreign trade. There are no dollar-denominated plans to pre-finance and finance foreign trade. This is the problem of our economy.

SEGRÉ: The PADEx seems broad to the point that it does not clarify how this increase would be attained. Opening new markets takes six months to a year and adding value requires investment, often via technology imports, and there we find the DJAI and we know how the movie ends... The recent rise of the dollar can increase the competitiveness of Argentine products but we would not be working on the cause, but rather taking advantage of a context-bound situation.

ALEKSINK: I agree with the launch of a plan of this kind but the results will only become visible within 4-5 years, not in the terms the government says.

On Argentina’s claims that it has an excellent opportunity to increase exports, “as it can capture 20 percent of the US$600 billion which Latin America imports from extra-regional countries, 75 percent of which are Manufactures of Industrial Origin (MOI).”

ALEKSINK: It’s something I have been advocating for over 15 years. But we should also add a diversified supply of exports. Today, 65 percent of Argentine exports are accounted by products with low added value, 14 markets account for 80 percent of total exports and 120 items of the official tariff registry account for 70 percent of exports. To change this, more than two years are needed.

OCHOA: The problem is that it has not even reached five percent in recent years and our country does not have an exportable supply to attain that. There is no investment and, since 2008, there has been a strongly overvalued peso.

OCHOA: Contrary to what it should do, the state does not refund VAT payments and reimbursements. It continues to levy export duties on MOI and on Manufactures of Agricultural Origin (MOA) and, not the least important, Chile, Peru, Colombia and Mexico have free trade agreements with the US, the EU and China, with the exception of Colombia. All this makes competition complex.

SEGRÉ: I wonder why we have delayed almost three presidential terms to become aware of this, and I still wonder about the PADEx fine print.

On Argentina’s claim that higher exports will result from more MOI foreign sales.

OCHOA: That goal is based on the assumption that MOIs rose from 27 percent to 34 percent of total exports between 2003 and 2012, but that share is due primarily to a jump in auto exports to Brazil, so much so that that sector will account for 54 percent of our total exports to that country. The auto sector currently accounts for 11 percent of that 34 percent, that is, more than a third of the MOIs. The bilateral car agreement with Brazil has not been renewed and all indications are that this figure will decline in the future. Therefore the MOI goal in 2015 is unattainable.

ALEKSINK: Argentina’s primary products and MOAs go mainly to countries in the EU, ASEAN and NAFTA, whereas the MOIs go mostly to the rest of MERCOSUR and LAIA. The prospect of a MOI increase is interesting, but not with the “world” as a destination because this is not feasible in practical terms and normally those who can manufacture those MOIs are mainly medium-sized or medium-to-large companies which actually account for only eight percent of Argentina’s total exports.

On the government’s assertion that opportunities can be capitalized through partnerships between bi-national firms, technology transfer and production units abroad or in Argentina through joint ventures with Latin American partners.

OCHOA: It is true that a business relationship can be deepened through partnerships, joint ventures or production units in other countries. But none of these are fast developments, and they require a support from Argentina which currently is lacking: long-term financing and capital markets. In the past PROCHILE launched an action aimed at getting as many Argentine companies as possible to partner with Chilean companies or settle there taking advantage of free trade agreements but the response was weak.

SEGRÉ: The idea seems reasonable. We could add the possibility of creating distribution channels for Argentine manufacturers who export their own products and who, from the destination countries, sell their products once they are nationalized, but we have been trying since a year ago to get a permit so that an Argentine firm can send dollars to set up a production unit abroad, to no avail. And with the loss of Central Bank reserves, this will become more difficult to materialize.

ALEKSINK: This is possible with the signing of accords on economic co-operation, and also accessing loans from related entities, but to reach an agreement of this type, an analysis of target markets must be conducted. Argentina must also consider the need for the type of technology which can be transferred and thereby invite potential Argentine companies in a position to provide such technology transfer. Then comes the possibility whether or not to make a sale based on the Argentine price and technological competitiveness. It is very different from selling commodities. In MOA exports, what prevails is the purchase need over the sales effort. In MOIs it’s the other way around. So the process is more complex. Not only prices must be taken into consideration but also a very good after-sale service, and training, because if a company transfers technology, it is assumed that the destination market does not have it and, therefore, it needs training. For all these reasons, this (the government’s goal) is impossible to attain in the short term.

On a government’s list of 24 priority countries to boost exports, to where fairs and trade missions are scheduled, and that includes a higher participation of exporting SMEs and technology transfer.

OCHOA: The list of countries divided into 15 BRICs, major emerging markets and nine Latin American countries which in turn are divided into three groups, form an interesting target. It is remarkable that they do not include any developed country, considering that the US is the largest importer, Germany the third and Japan the fourth. With the US in particular, our market participation has been falling dramatically. In 2003 the US accounted for 10.7 percent of our exports and in 2012 it only accounted for 4.9 percent. It is a huge market which should have its own permanent programme.

ALEKSINK: It is always good to have an “aggressive” export policy but to be successful, it must also be sustainable. Otherwise, it is useless. An example of this is the trade mission Argentina sent two years ago to Angola, a country with much potential to develop the government goals. But it was a bombastic trade mission with business representatives bordering on the absurd, and whose lack of continuity resulted in that that investment failed to lead Argentina to sell a single nail. We have also lost a privileged position as global beef exporters at the hands of Paraguay. I’m not saying that in a derogatory way, but exporting quality beef has been an Argentine tradition and, yet we are losing presence permanently.

On Giorgi’s announcement that there will be export financing, compensations, reimbursements and enhancement plans for high value-added products.

OCHOA: The incentives are very feeble, and unclear, besides also being unfair, because instead of refunding exporters, the VAT payments the government actually owes to them average a year and they condition repayments on an increase in shipments. Besides, the government maintains export duties on MOAs and MOIs and regional products even 11 years after they expire.

ALEKSINK: Export duties are still in force, companies do not get their due reimbursements and access to financing is impossible.

On the official plan to explore first Colombia, Ecuador and Peru, where Argentina does not have a strong trade presence, and then point to a second group, formed by Chile, Bolivia and Paraguay, with whom there is more trade.

OCHOA: The countries chosen are interesting. One point that is particularly remarkable is the “disappearance” of Venezuela as a priority, given that it is the seventh destination of our exports, made up of both MOAs and MOIs.

ALEKSINK: The first group forms an axis of integration (the Andean Community of Nations) and also an economic and trading hub (the so-called “Pacific axis”) which is markedly oriented to the US and to Southeast Asia and with which — with the exception of Peru — trade is negligible. I do not think that this will change in the short term. The second group is more “permeable” to our sales, due to agreements within the MERCOSUR bloc, but Argentina’s presence in these markets is already there and strengthening its presence there requires a stronger effort which will surely bear satisfactory results, but not in the short term. It has been a real shame not to include Central American countries which, together, are tantamount to another “Argentina,” with a strong demand for these products, with real chances to obtain financing and to create joint ventures, which are easier to attain in the short term.

Argentina says another cluster is composed of 15 countries, especially large extra-regional nations, and emerging countries with high importing potential such as Brazil, Mexico, Nigeria, Angola, South Africa, Turkey, China, Indonesia, India, Vietnam, Russia, Kazakhstan, Qatar, Saudi Arabia and the United Arab Emirates.

ALEKSINK: Save for the fact that they are not extra-regional, Brazil (MERCOSUR), Mexico (LAIA and MERCOSUR) and South Africa (MERCOSUR-South African Countries Convention), the rest of the countries are emerging ones and non-traditional markets for Argentina, but not all entrepreneurs are fit for those markets since their economic size and potential demand for Argentine products can only be met by a handful of local companies, in this case, for example, Russia, China and India (and the rest is not very far) with markets exceeding one billion people in some cases, with a very strong barrier regarding language and business customs, and, in some cases, with a poor debt-honouring record. I don’t think anyone in Argentina can define clearly what kind of products those markets need. If Argentina continues to look to the MOIs, this decision is far from being reasonable.

OCHOA: Brazil, like the US, although for different reasons, requires a special commercial and productive complementation policy. Something similar could be said about China. Regarding the African countries, the approach must be via agro-based technology services and working together with Brazil for a better penetration. For Arab countries with high purchasing power Argentina should think of services. Finally, although fairs and exhibitions continue to be a good tool, nowadays the promotional tools are much more sophisticated and include business intelligence.

SEGRÉ: Considering the foreign exchange restrictions in force, it is difficult to believe that dollars will be allocated to promote exports. I continue to wonder why this has not been done before. This is not an innovative programme but simple common sense. Some 36 percent of our total exports go to Brazil, and if we consider the auto sector, 80 percent of our exports go to that market. However, the government has no structure to take care of our “best customer.” I’m a little distrustful of PADEx considering they include nothing new and indicators (availability of resources for credits, and dollar reserves earmarked for the promotion of exports) much worse than a few years ago. But it is never too late for good intentions. Time will tell (and hopefully confirm) that I am wrong.

Kicillof promises 'explicit rules' for dollar purchases
Economy Minister Axel Kicillof has shed further light on the new measures introduced for the acquisition of dollars for personal savings, which will be allowed once a month and rated according to the buyer's income.
"Now, people will be able to go again to the bank to buy dollars. Their ability to purchase will be linked to regular income levels," the minister explained in an interview with Página 12, while stating that further details would be given tomorrow by Cabinet Chief Jorge Capitanich. 

Kicillof also revealed that "explicit rules for access to purchases will exist. Due to cultural issues linked to expectations, we will not do anything irresponsible that could put our economy at risk. 

"We will implement this with lots of responsibility and we will carry out permanent monitoring. The system is going to be more transparent," he affirmed. 

There used to be a time in Argentina where any person could buy 2 million dollars a month without explaining where the funds came from. This system led to unjustified purchases with respect to the person's income and it created suspicion over the money's origins. That is why the first task is to limit this."

Elliot Management's Paul Singer: ‘We could settle this thing in an afternoon’
During a video interview with the Wall Street Journal, Paul Singer, CEO of hedge fund Elliott Management Corporation, described Argentina’s public policy as “horrendous” and stated that he could settle the dispute “in an afternoon.”
Asked about the general economic situation in Argentina, Singer used the opportunity to slam the public policies led by President Cristina Fernández de Kirchner.

In addition, he alluded to the violent episodes that happened in December, where policemen from several provinces remained in their headquarters and began a strike which was followed by lootings.

“There have been riots by police and lootings by citizens. It’s a sad thing because it’s self imposed by the Government,” expressed Singer.

“We are willing for quite a while to sit down with Argentina. We could settle this thing in an afternoon,” he concluded.

On Friday, according to Noticias Argentinas news agency, around 20 international investment funds who own about seven billion dollar in bonds of Argentina’ debt are considering to cede a portion of it back to the hedge funds.

In exchange, according the agreement, the so called ‘Vulture Funds’ who rejected the debt restructuring process in 2005 and 2010 should desist from their demands and enter into the debt swap.

Industriala from Brazil and Uruguay concerned about Argentine measures (Spanish)

The business sectors in Brazil and Uruguay expressed his doubts about the economic changes in Argentina.
“There is concern from sectors with low profit margin in commercial business with Argentina. The reality is that it is closely followed the process in the country. In our case, we also suffered a strong devaluation. The real depreciated 20% over the last year. Cases are comparable, despite what some say. But the future of Argentine exchange rate can be a major problem for employers "says Welber Barral, former Secretary of Foreign Trade of Brazil and partner at consulting Jorge Barral M.
In Uruguay, from the Chamber of Industries (CIU) say they are "very concerned" for the purpose of accelerating the pace of peso devaluation because when combined with a depreciation of the real creates a new situation, which Uruguay should seek to adjust quickly. "When Brazil devalued in January 1999 it was very slow to react and that hurt us and we lost competitiveness with Brazil. Now we have to join because if you cannot, Uruguay can have a situation of isolation," said Javier Carrau, chairman of the CIU in statements to the press.
Meanwhile, Aldo Lema, economist, member of Vixion Consultants, gives his views on the impact of recent Argentine economic shifts in the region.
"It will continue to be a major source of uncertainty and instability that feeds the less favorable environment and amplifies it. Effects in the region should be significant, but lower than in the 2001 crisis. Heterogeneous and, by country "he said. However, the regional consultant said:"Regarding the intensity, is more like the crisis in the second half of the eighties".
Uruguay, Ecuador and Malta boast best climates in the world

Uruguay, Ecuador and Malta were named as the best three countries in the world when it comes to climate.

Their temperate weather throughout the year, moderate rainfall and little risk of natural disaster saw them rise to the top of the Climate category, one of eight categories in the Index, which details the top countries in the world for retirement in 2014.

With a perfect score of 100 and for the second year in a row, Ecuador comes out on top in the Climate category and is the overall runner up in this year’s Global Retirement Index. Situated directly on the equator, the country enjoys 12 hours of direct equatorial daylight 365 days a year.

“The best weather in Ecuador is up in the mountains in towns and cities like Cuenca, Otavalo, Vilcabamba, and Quito,” says InternationalLiving.com’s special projects editor, Dan Prescher. “The combination of altitude and amount and intensity of the sunlight makes the weather ideal in my opinion.”

Sitting between 30 and 35 degrees southern latitude is this year’s runner up in the Climate category, Uruguay. It is in a temperate zone and the weather remains uniform. Average temperatures for the mid-winter month of July range from 48F to 54F, while the midsummer month of January varies from 72F to 79F.

Uruguay enjoys four distinct seasons. InternationalLiving.com’s Uruguay correspondent, David Hammond, who has lived in the country for seven years, feels that the climate is perfect. “Uruguay’s winter is mild, and rarely ever gets below freezing. It gets enough rain to keep the country green, and during the summer when it’s warm, it’s nice to be on the Uruguayan coast where there are cooling breezes coming off the water,” says Hammond.

In Europe, Malta comes in third position in the Climate category and enjoys a Mediterranean climate with hot summers and mild winters. Located 60 miles from the Italian island of Sicily, Malta’s location means the climate in winter is relatively warm. High summer can be hot—that’s when expats and locals head to the many beaches.
* By M. Fernanda López Ortiz

