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The last couple of weeks have been extremely tough for 
Argentina´s financial assets. The 5yr CDS is currently 
trading at 1150 basis points compared to 812 points at the 
beginning of April. The reasons that explain this huge 
selloff can be defined on multiple dimensions. First, the 
exchange rate market still showed a significant potential 
weakness given that the Argentina Central Bank (BCRA) 
could not intervene with material power to stop any run 
against the Argentine peso. Second, the polls started to 
show a premature but still significant advantage for 
kirchnerism against Cambiemos of around 9 points in 
ballotage. Third, the last inflation print of over 4% showed 
that the stabilization programme implemented by the IMF 
would require at least much more time to work, forcing the 
BCRA to maintain high levels of local rates in pesos 
(around 70%) hurting the real economy and therefore, 
preventing any significant recovery in the short run. These 
three effects combined tri�ered a massive selloff of 
argentine assets that produced a collapse in equities of 
around 20% in just two weeks. The Argentine peso 
followed the same trend, depreciating 10% in the same 
time interval and short duration bonds like Bonar 24 
dropped as much as 15%. As a whole, the last two weeks of 
April showed an international market that punished 
argentinean assets quite significantly primarily on the 
notion that Cambiemos would lose the elections against 
extreme populism represented by kirchnerism.

Having said this, the last couple of days showed a very 
significant recovery from April´s selloff. We think that this 
pullback can be explained by three different reasons. First, 
the monetary team of President Macri could reach a new 

agreement with the IMF that eventually allows the BCRA to 
massively intervene in the FX market in case a new run on 
the peso occurs. Although this measure does not fix the long 
run, it will allow the BCRA to navigate these difficult months 
of political turmoil with sufficient ammunition to secure 
some sort of FX stability. Second, preliminary polls are now 
showing some relief in favor of Cambiemos implying that the 
original advantage that kirchnerism had over Cambiemos 
may not be as overwhelming as it was three weeks ago. Third, 
since last week many rumors pointed towards a potential 
agreement between Cambiemos and non-kirchnerist 
peronism on big issues regarding how to manage the 
economy in the next four years. If this agreement materializes, 
it should send a certainty signal to markets that have been 
punishing argentine assets on the premise of increasing 
political risk.

Therefore, after the final two weeks of April international 
markets seem to have reached some sort of stability. The FX 
has stabilized around 44.50, argentine equities have rallied 
around 15% and short-duration bonds jumped almost 10% in 
just a few days. Although we do not rule out that volatility 
and big moves on prices will still happen, we think that 
markets have finally swallowed the notion that former Presi-
dent, Cristina Fernandez de Kirchner (CFK), will run for the 
Presidency again in the October elections. This black swan 
was priced into Argentina´s financial assets during April and 
it looks like that markets have currently achieved a 
short-term steady state after the initial overshooting. 
Looking forward, we think that inflation numbers may start to 
show some sort of improvement, the real economy may start 
to show some sort of recovery and that the political chances 
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of President Macri against CFK will start to improve as we 
get closer to election time and the economy starts to look 
a little better. Volatility will remain high, but we think that 
the base case scenario is for President Macri winning the 
elections and in that case, argentine assets across the 
board are very cheap at current levels. The only scenario 
that could derail argentine assets is for extreme populism 
regaining power and winning the elections, which we 
consider a relatively low probability case. We think that 
over time, the political chances of kirchnerism will start to 
evaporate implying a bullish call on argentine assets.
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