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Argentina’s Uncertainties Are Likely to Persist October 23,2023

Eugenio J Aleman, Ph.D., Chief Economist
Argentina’s Box of Chocolates: You Never Know What You Gonna Get!

The first round of Argentina’s presidential elections on October 22, 2023 ended many months of uncertainty while generating
an even more uncertain future as the country heads toward a second presidential election round, or ballotage, on November
19, 2023.

Against all odds, the Peronist coalition, ‘Unidn por la Patria,” which had Sergio Massa (37.7%), the current Economics Minister,
as presidential candidate, beat Javier Milei (30%), from ‘La Libertad Avanza,’ to secure a place in the ballotage scheduled for
November 19, 2023 against Mr. Milei. This was a very different result than what was shown in the PASO August primary
elections, where Mr. Massa came in third and Mr. Milei came in first. Ms. Patricia Bullrich, from ‘Juntos por el Cambio,” came in
third after placing second during the PASO’s primary elections, automatically disqualifying her from running in the ballotage.

Now, Argentina’s electorate is faced with two, very difficult choices. The first one is to vote for the ‘Unidn por la Patria,” or the
Peronist coalition, which has governed the country during 16 of the last 20 years and has presided over one of the most
tumultuous and difficult periods in the country’s history with inflation at close to 150% per year, or choose an alternative that
didn’t exist several quarters ago and argues for the replacement of the country’s currency with the US dollar.
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Mr. Milei Has a Point but...

Mr. Milei and his coalition have a very good point in proposing to abandon the national currency and adopt the US dollar. Mr.
Massa’s comeback win in the first round of the presidential elections tends to confirm Mr. Milei’s argument, even though
adopting the US dollar is not the panacea Mr. Milei and his followers seems to imply.

Mr. Massa is the current economic minister for Mr. Fernandez’s government, also from the Peronist coalition ‘Unidn por la
Patria.” For all intent and purposes, he has been running the country in preparation for the presidential elections. Thus, Mr.
Massa has been using the money printing press and has been in charge of giving money away to increase the odds of success
in the elections. Before becoming the minister of the economy in July of 2022 he was the head of the lower house of congress.
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Just to give an idea, when Mr. Massa took over the Ministry of economics, the official peso/US dollar exchange rate was at
about 130 pesos per dollar. Today, the official exchange rate is at about 350 pesos per dollar. However, the underground or
black-market peso exchange rate versus the US dollar, which reflects the true value of the peso, or what Argentines call the
“blue” exchange rate, collapsed to about 1,100 pesos per dollar, or close to three times the official exchange rate, before the
first-round presidential election.
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This depreciation of the blue peso gives an idea of the immense effort to “help” the presidential election in his favor by
printing money and delivering the votes. According to a report by the IERAL, the think tank of the ‘Fundacién Mediterranea,’
the Argentine government’s monetary financing of the national treasury is going to be close 6.0% of GDP, only comparable to
what happened during the COVID-19 pandemic when it spent about 7.5% of GDP in an effort to prevent a collapse of the
economy.!

In a country plagued by populist politicians and policies, having the key to the central bank is an invitation for politicians to
print money in order to buy elections. However, giving up control of the central bank or eliminating it is not a guarantee that
politicians will not be able to do the same thing through other mechanisms, like borrowing and spending themselves into
power. Case in point is Ecuador, who dollarized the economy in the year 2000 and is, today, facing sovereign debt
sustainability issues and is at risk of default, even with a dollarized economy and with the inability to print money. Puerto
Rico is another case closer to the US even though it is not an independent country and has never had a central bank. The
government of Puerto Rico abused its borrowing abilities over time and defaulted on its debt in 2016.

Two Very Different Alternatives

Now, Argentines will have two very different alternatives: 1) choosing to continue down the current path by voting for another
Peronist president for four more years and hope they do things better or, 2) voting for Mr. Milei, a self-proclaimed anarchist-
libertarian who proposes to get rid of the central bank and adopt the US dollar as the official Argentine currency as a solution
to the country’s problems—as if something as easy as eliminating an institution would resolve the internal governance issues
of the country.

1: “Emisién y dolarizacion, dos caras de la misma y devaluada moneda,” by Jorge Vasconcelos, Revista Novedades Econdmicas, IERAL, Fundacion Mediterranea,
Afio 45 — Edicidon Nro 1089, 25 de Septiembre de 2023. https://www.ieral.org/images db/noticias archivos/4683-Revista%20Novedades%20Economicas.pdf
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If we use an ideological prism to look at both alternatives, it is clear that the left leaning Peronist alternative, i.e., Mr. Massa,
has an edge over Mr. Milei, which falls into the extreme right of Argentine political spectrum. However, as it is the case in
politics, everything is possible.

There are three groups which, together, represented about 33.3% of the votes during the first round of voting that are up in
the air for the ballotage. The largest percentage comes from “Juntos por el Cambio,” which got 23.8% of the votes during the
first round. This group is a “bag-of-cats” in some sense because it includes left leaning as well as right leaning sectors, and it is
very difficult to know how they are going to vote and what is the proportion of left-leaning versus right-leaning voters within
the coalition. However, we believe that some of the left leaning sectors in the “Juntos por el Cambio” coalition may have
already moved to vote for the Peronist coalition candidate in order to prevent a triumph by the extreme right candidate. It
may also be true that some of the right leaning sectors may have moved to vote for Juan Schiaretti, another Peronist not
aligned with the Kirchneristas at this time, as he doubled his showing between the PASO primary elections and the first round
presidential election.

That is, Juan Schiaretti, which is the current governor of the Province of Cérdoba and a Peronist that is normally against the
left leaning Kirchnerista faction of the Peronist movement, doubled his performance in the PASO primary elections and got
6.78% of the votes. This will be the first time in decades that Nestor Kirchner (deceased) or Cristina Fernandez de Kirchner
(not running for any political post) are not directly involved in the outcome of the presidential election. So, it will be
interesting to see if Mr. Massa, who has demonstrated to be an effective political operative, could negotiate with Mr. Schiaretti
for his support, now that the Kirchnerista faction will not be as strong. Having said this, Maximo Kirchner, the son of Nestor
Kirchner and Crisitina Fernandez de Kirchner, has been reelected to the lower house of congress, while Axel Kicillof has been
reelected governor of the Province of Buenos Aires—the largest and most important province of the country. Both will remain
important power brokers for the Kirchnerista faction of the Peronist movement.

The last candidate from the extreme left leaning FIT, who garnered 2.7% of the votes, could easily support Mr. Massa.
Mr. Milei Will Have A Difficult Time Governing, if He Wins

Even if Mr. Milei wins the ballotage, his ability to govern will be limited. As it stands today, Mr. Milei’s party, ‘La Libertad
Avanza’ will only have about 37 members in a lower house of Representatives that has 257 members, while they will have only
8 senators in the upper chamber of the Senate that has 72 senators. Mr. Milei has said that he will propose several plebiscites
to push his proposals but even if that is the case, the lower chamber of representatives has to approve any plebiscite and his
party will have to negotiate with the opposition parties to approve them.

Conclusion

In the end, it will all depend on how much Mr. Massa, who still controls the monetary spigot, is willing to spend to continue to
attract opposition voters ahead of the ballotage and on the decision from Argentines on whether they want to give the
Peronists another chance at redemption or take the chance with a self-proclaimed anarchist-libertarian politician like Mr.
Milei. Only time will tell, on November 19, 2023, when the ballotage takes place!
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All expressions of opinion reflect the judgment of the author(s) and the Investment Strategy Group, but not necessarily those of
Raymond James & Associates, and are subject to change. This information should not be construed as a recommendation. The
foregoing content is subject to change at any time without notice. Content provided herein is for informational purposes only. There
is no guarantee that these statements, opinions or forecasts provided herein will prove to be correct. Economic and market
conditions are subject to change. Investing involves risks including the possible loss of capital. Material is provided for informational
purposes only and does not constitute a recommendation. Diversification and asset allocation do not ensure a profit or protect
against a loss.

The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoing
material is accurate or complete. Diversification and asset allocation do not ensure a profit or protect against a loss.

INTERNATIONAL INVESTING | International investing involves additional risks such as currency fluctuations, differing financial
accounting standards, and possible political and economic instability. These risks are greater in emerging markets.

OIL | Investing in oil involves special risks, including the potential adverse effects of state and federal regulation and may not
be suitable for all investors.

The Consumer Price Index (CPI) | is a measure of inflation compiled by the US bureau of Labor Studies.

Personal Consumption Expenditure Price Index | The PCE is a measure of the prices that people living in the United States, or those
buying on their behalf, pay for goods and services.

DESIGNATIONS

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP® and CERTIFIED FINANCIAL PLANNER™ in the U.S.
Investments & Wealth InstituteTM (The Institute) is the owner of the certification marks “CIMA” and “Certified Investment Management
Analyst.” Use of CIMA and/or Certified Investment Management Analyst signifies that the user has successfully completed The
Institute’s initial and ongoing credentialing requirements for investment management professionals.

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.

FIXED INCOME DEFINITION

AGGREGATE BOND | Bloomberg US Agg Bond Total Return Index: The index is a measure of the investment grade, fixed-rate, taxable
bond market of roughly 6,000 SEC-registered securities with intermediate maturities averaging approximately 10 years. The index
includes bonds from the Treasury, Government-Related, Corporate, MBS, ABS, and CMBS sectors.

HIGH YIELD | Bloomberg US Corporate High Yield Total Return Index: The index measures the USD-denominated, high yield, fixed-rate
corporate bond market. Securities are classified as high yield if the middle rating of Moody’s, Fitch and S&P is Bal/BB+/BB+ or below.

S&P 500 | The S&P Total Return Index: The index is widely regarded as the best single gauge of large-cap U.S. equities. There is over
USD 7.8 trillion benchmarked to the index, with index assets comprising approximately USD 2.2 trillion of this total. The index includes
500 leading companies and captures approximately 80% coverage of available market capitalization.

KBW REGIONAL BANKING INDEX | The KBW Regional Banking Index is a benchmark stock index for the regional banking sector
representing small to medium U.S. national regional banks.

RUSSELL 2000 INDEX | The Russell 2000 Index is a small-cap U.S. stock market index that makes up the smallest 2,000 stocks in the
Russell 3000 Index.

NFIB SMALL BUSINESS OPTIMISIM INDEX | A composite of ten seasonally adjusted components, providing an indication of the health
of small businesses in the US.
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INTERNATIONAL DISCLOSURES FOR CLIENTS IN THE UNITED KINGDOM | For clients of Raymond James Financial International
Limited (RJFI): This document and any investment to which this document relates is intended for the sole use of the persons to whom
it is addressed, being persons who are Eligible Counter parties or Professional Clients as described in the FCA rules or persons
described in Articles 19(5) (Investment professionals) or 49(2) (high net worth companies, unincorporated associations, etc.) of the
Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended)or any other person to whom this promotion
may lawfully be directed. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons and may
not be relied upon by such persons and is, therefore, not intended for private individuals or those who would be classified as Retail
Clients.

FOR CLIENTS OF RAYMOND JAMES INVESTMENT SERVICES, LTD.: This document is for the use of professional investment advisers and
managers and is not intended for use by clients.

FOR CLIENTS IN FRANCE | This document and any investment to which this document relates is intended for the sole use of the
persons to whom it is addressed, being persons who are Eligible Counterparties or Professional Clients as described in “Code
Monetaire et Financier” and Reglement General de 'Autorite des marches Financiers. It is not intended to be distributed or passed on,
directly or indirectly, to any other class of persons and may not berelied upon by such persons and is, therefore, not intended for
privateindividuals or those who would be classified as Retail Clients.

FOR CLIENTS OF RAYMOND JAMES EURO EQUITIES | Raymond James Euro Equities is authorised and regulated by the Autorite de
Controle Prudentiel et de Resolution and the Autorite des Marches Financiers.

FOR INSTITUTIONAL CLIENTS IN THE EUROPEAN ECONOMIC AREA (EE) OUTSIDE OF THE UNITED KINGDOM | This document
(and any attachments or exhibits hereto) is intended only for EEA institutional clients or others to whom it may lawfully be submitted.

FOR CANADIAN CLIENTS | This document is not prepared subject to Canadian disclosure requirements, unless a Canadian has
contributed to the content of the document. In the case where there is Canadian contribution, the document meets all applicable
IIROC disclosure requirements.
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