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Argentine Economy During 2000

e year 2000 did not bring the expected economic

_ after the recession affecting Argentina and a great num-

-:.ber“of emerging countries during 1999. In fact, the Argentine
economy did not manage to take off, as did most Latin Ameri-
can countries, which, asa whole, recorded an estimated growth
of 4.8% in 2000, which contrasts with the 1.7% fall of the
previous year. Argentina, after a GDP drop of around 3.4% in
1999, again showed a decline of 0.5% in 2000.

The fourth quarter of 2000 recorded a 2.0% drop.
However, in said quarter there was a 0.3% increase, seasonally
adjusted, with respect to the third quarter 0f 2000, thus revers-
ing the setbacks verified in the first three quarters of the year.
Consequently, it can be interpreted that the last quarter evolu-
tion is a good starting point to see, in 2001, the recovery fore-
seen in the National Budget (2.5% of real growth), driven by a
set of initiatives carried out by the National Executive Power

and that are hereby described in detail.

The year analyzed was characterized by an unfavorable
international context for the Argentine economy. Initially, it
was the plunge of technological stocks in United States and
then the hardening of said country’s monetary policy, which
negatively affected demand of emerging countries securities

and increased the cost of new indebtedness for the latter.

The lower external financing available affected both

the domestic public and private sectors, but particularly the

latter given the growing financing needs of the former. This
translated into a decrease of consumption demand and into a
postponement of investment projects, which in turn reduced
tax collection and caused the measures adopted at the end of
1999 and mid 2000 to close the fiscal gap did not have the

expected results.

This situation, when combining with an international
context in which international investors increased their aver-
sion to risk, aiming their investments towards more secure as-
sets, provoked a situation in the last months of year in which
the Argentine government was forced to request an important
amount of credit assistance (known as “shield”). The announce-
ment of this assistance helped to cast away fears of default on
payments in the near futur and allowed the country to return
to capital markets at the beginning of 2001 withour paying

excessive financial costs.

The finish of the negotiations for the building of said
package announced on December 18, 2000 was structured as
a three-year program, for a total of US$ 39,700 millions and
with a high proportion of short term disbursements. This helped
to a great extent to clear away uncertainty abut Argentinas

financing possibilities.

The international financial mood, in turn, showed quite
an improvement at the beginning of the new year 2001. Among

other events, the United States Federal Reserve decided, quite
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unexpectedly, to reduce interest rates by 50 basis points, a mea-
sure that repeated later on in February. Both movements fore-
casted new reductions for the rest of the year, in a range that
most analysts estimated between 75 and 100 additional basis
points, and that would help alleviate the situation of a numer-

ous group ofemcrging countries.

These events not only decompressed the unfavorable
international situation that whips emerging markets since 1998,
but also favored the market perception about Argentina, given
the greater possibility that the United States dollar (to which
the Argentine currency is tied) start evidencing devaluations
due to the combined effect of lower relative growth of said
economy with relation to others (Euro zone) and the reduction
of interest rates. On the other hand, the slowdown of United
States’ activity growth, that has such an impact on other econ-
omices, does not affect Argentina that much because of the great

diversification of its exports destination.

In February, however, several events took place that
modified these favorable expectations. Firstly, inflation dara for
January in United States and statements of the Federal Re-
serve’s chief at the Senate strongly reduced the magnitude of
the interest rate cut expected for the rest of the year, which,
besides, caused a recovery of the dollar. The Brazilian political
problems, that led the real to a parity 2 to 1 with the dollar, the
fall experienced by the prices of some export “commodities”
and the financial problems resurging in Turkey, made up a
scenario totally different fro - that of January and, consequent-
ly, negative for Argentina. In the case of Turkey, the contagion
effect became deeper since it had received special credit assis-
tance, the same as Argentina, by the end of 2000. Although
the macroeconomic conditions of one country and the other
bear huge differences, it is known that financial operators react

with excessive caution to the first signs of difficulty.

This not very promising international context, plus the
reappearance of some internal political problems, raised uncer-
tainty about compliance of the plan agreed upon with the
International Monetary Fund for 2001 and the following years.
Said situation made even more difficult the delayed recovery of
the economy and derived in minister changes, including Econ-

omy twice during March.

The new administration, that took office on March 19,
faces the double challenge of strengthening the difficult fiscal
situation and recovering Argentine economic growth, specially
increasing local economic agents’ confidence about the poten-
tial possibilities of the country. The central idea, quickly instru-
mented by the new economic team by means of the Competi-
tiveness Law N°® 25,413 (supplemented with Law N° 25,414,
that grants legislative power to the Executive until March 1°,
2002), aims at correcting the imbalance of relative prices struc-
ture. For the sake of that, it plans to reduce costs in tradable
goods-producing sectors, so as to obtain an improvement of
profitability that some estimates say are up to 20%. This is
made through several ways, among which the following stand
out: improvement of tariff protection for manufactured goods,
reduction to zero of capital goods tariffs, selective tax reduction,
and deregulation and drive on the competitiveness of the sec-

tors that affect the “Argentine cost”.

In summary, the Competitiveness Law, in its 13 sec-

tions and the Addendum, sets forth the following basic points:

1) to 10) A new tax is created over banks checking
accounts debits and credits, with a general percentage estab-
lished to be 0.25 per thousand per movement, in force until
December 2002. This tax will be discounted from Income tax
and VAT. Besides, the banks are granted authority to re-open
compulsorily closed checking accounts. With the amount col-

lected, an Emergency Fund will be created administered by the
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Executive Power, in order to preserve public credit and im-
prove competitiveness through sectoral tax reductions. Besides,
it sets forth the prohibition of making cash transactions in ex-
cess of $ 1,000, with the aim of promoting the use of other
payments instruments that make their recording easier (credit

cards or checking accounts).

11) Special powers are requested from Congress for the
term of one year, taking into account Section 76 of the National
Constitution, with the aim of reforming the State, modifying
the Ministers Law and modifying the tax system and labor and
pension legislation. The Executive power will be able to reduce
tax percentages but not to create new taxes nor guarantee pub-

lic credit transactions with State assets.

12) The Executive Power shall account for its actions in

Congress on a monthly basis, as its functions are delegated.

13) At the end of the one-year term, the authority shall
terminate, without prejudice of the validity and continuance

of the norms passed.

The Addendum establishes that the Executive Power
will respect automatic transfers and subsidies in force for the

provinces, as well as tax exemptions.

Later on, the Ministry of Economy announced a series

of measures, among which the most importantare:

a) Reduction to zero of import duties on capital
goods outside the Mercosur, and increase of import tariffs for

consumption goods, also outside the Mercosur.

b) Tax and pension facilities Plan for debts accu-
mulated by taxpayers, who will have to acquire a bond of a
term that does not exceed the date on which their debts with

AFIP [equivalent to US IRS] are due. For an amount equivalent

to the one admitted in that facilities plan, the State will recog-
nize the credits taxpayers may have against the AFIP for techni-

cal and free available balances with a bond.

0 Elimination of distortive taxes that affect pro-
duction, particularly over inputs, capital and credit, focused on
certain sectors and regions. To this respect, a reduction of the
tax on interest and the minimum notional tax of the iron and

steel and textile and shoe sectors was announced.

d) Fight against evasion and smuggling, both
through the information coming from the new tax on checking
account transactions and through the reform of tax collection

agencies.

e) Immediate reduction of public spending
through measures with which additional savings of $ 700 mil-

lions will be obtained.

In turn, the Law grants legislative powers to the Execu-

tive, among other things, to:

a) Decide the merger or centralization of indepen-
dent and decentralized or non-concentrated agencies of the
central administration, being able to grant them administrative

independence.

b) Transform independent agencies, decentralized
or not concentrated agencies, totally or partially, into state-owned
companies, State companies or other forms of legal organization

that best suit their objective.

o) Subject the personnel of the entities included

in sub-section b) to common law rules.

d) Deregulate and improve the function and trans-

parency of the capital and insurance markets, insuring due con-




trol of the sector.

e) Modify the Ministers Law as may be conve-

nient

f) Create or eliminate exemptions, reduce nation-
al taxes and levies (in order to improve competitiveness of the
sectors and regions and assist in extreme social economic situa-
tions) and authorize the devolution, credit or compensation
with other taxes for certain credit balances in the application of

the Value Added Tax

2 Maodify Customs, tax or pension collection pro-
ceedings, solely to give the provinces the same treatment as the
National Administration in their quality as public law persons
for the sake of improving collection, reducing evasion and avoid-

ing smuggling.

h) Create levies or non tax resources specially af-

fected to the development of infrastructure projects

Later on, by mid April, the Ministry of Economy pre-
sented a Bill to Congress that proposes to use the convertibility
of the local currency and decrease fluctuations with respect to
the different world currencies, including the Euro within the
conversion relation of the Peso set forth in Law N° 23.928
from the moment the United States dollar quotation equals
that of the European Union Euro. This is aimed at providing
more stability to the Argentine currency, by avoiding the insta-
bility of those foreign currencies to affect income of those sec-
tors linked to the European economy and, thus, avoid factors
that arbitrarily provoke both inflation and deflation of prices.
Besides, it will widen the option margin of investors and debt-
ors in what respects to the monetary composition of their liabil-
ities and assets, so as to reduce risks and uncerrainty of future
contracts of Argentine economic agents and to encourage a

substantial decline of interest rates.
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Besides, measures were adopted that aim at stimulating
domestic credit, such as the two percentage points reduction of
deposits for which minimum cash requirements apply, and the
authorization to pay in part of said requirements with certain

bonds of the National Administration.

Moreover, Decree N°® 439/2001 abolishes Law N°
23.758, Regulating Foreign currency Loans and Deposits, and
introduces modifications to the Central Bank constitutional
instrument [Carta Orgdnica del Banco Cenrral] in order to im-

prove competitiveness of the financial system.

In the case of the former, it seeks the elimination of
regulations (currently not necessary) that affect the financial
market by limiting the possibility of using the deposits received

in foreign currency to meet the demand of local currency loans.

In the case of the latter, the restriction to compensare
reserves or minimum cash requirements is released, since it ob-
struct a healthy banking regulation and led authorities to re-
place them five year before with minimum cash requirements
that do have compensation, but that are only constituted in
foreign currency. Thus a distortion is corrected, since the Carra
Orginica establishes that reserve requirements be made in local
or foreign currency, pursuant to the deposits in the different

types of money circulating in the country.

On the other hand, for the sake of strengthening the
government’s financial capacity to meet its obligations, the is-
sue of a set of bonds placed at the local market was announced.
The money obtained is added to the Financial Schedule, re-
composing the original security margins, and will be used to
cover the financial needs for 2001. Itisa rotal of US$ 3,760

millions that break down as follows:

a) A bond of National Administration at 9% p.a.
(payable bi-annually) maturing in March 2002 for US$ 2,000



millions. Principal and interest coupons of the bond can be
used for the payment of taxes after their maturity. On the other
hand, financial entities can use this bond to pay in minimum
cash requirements, up to 18% of the February's cash require-

ment (Central Bank Communication “A” dated April 9, 2001).

b) A promissory note of the National Administra-
tion, three years term, for US$ 1,000 millions, amortizable
(first amortization in the 24° month), and paying an interest
rate equal to the Central Bank survey of deposits with 30 to 59
days term (the first coupon’s rate was fixed at 11.73% p.a.).
Principal and interest coupons of the note can be used for the

payment of taxes after their maturity.

0 Two bonds to be used as underlying asset of a
trust fund, for a total of US$ 760 millions (in two series of US$
380 millions each), paying the private Badlar rate in United
States dollars for deposits between 30 and 35 days plus a mar-

gin of 405 basis points. The securities have a 2-years’ term.

As of the date the present Report was closed, the only

placement left was the three-years term promissory note.

Economic authorities expect that this initial set of mea-
sures and those that may be taken in the future allow for the
recovery of consumers and investors confidence so as to make
possible a quick and definite recovery of the recession affecting

the Argentine cconomy since the third quarter of 1998.

Economic Activity

The macroeconomic evolution of the fourth quarter
2000 determined a negative variation of overall supply mea-
sured at 1993 prices, which amounted to 1.7% with respect to
the same period of the previous year. This decrease was gener-

ated by a 2.0% negative variation of GDP and a 0.5% increase

of imports of real goods and services. In overall demand, there
was a 10.8% fall of gross domestic fixed investment and a
1.1% increase of exports of real goods and services. The de-
crease of private consumption was 1.7%, whereas public con-

sumption decline was somewhat lower (-1.2%).

During 2000, overall supply recarded a 0.4% fall with
respect to 1999, as the result of the 0.5% drop of GDP and of
a0.2% increase of imports of goods and services. On the side of
overall demand, the contractile behavior was leaded by gross
domestic fixed investment, which declined 8.3%. Public and
private consumption also showed contractile behaviors of 0.4%

and 0.1%, respectively. In turn, exports expanded 1.8%.

Gross Domestic Product

millions of 1993 prices

The values obtained in the fourth quarter and the revi-
sion of estimates for the third quarter determined a fall of GDP,
during 2000, of 0.5% with respect to 1999. Itis explained by
the contractile behavior of the goods producing sectors (-2.9%)
and by the slightly positive variation recorded by the services
producing sectors (0.5%). The preliminary variation of GDP
scasonally adjusted for the fourth quarter of 2000 with respect
to the third quarter of the same year shows a slightly positive

figure (0.3%).

In particular, during the fourth quarter 2000, the goods
producing sectors evidenced a 4.7% negative variation, mainly
due to the fall of activities such as construction (-13.4%) and
manufacturing industry (-4.5%). The services producing sec-

tors, in turn, recorded a (.7% year-on-year drop.
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At current values, 2000 GDP amounted to $ 285,045
millions, a figure that implies an increase of 0.6% with respect
to the previous year, provoked by the evolution of implicit

price index, which grew 1.1% in average.

With the 3.2% year-on-year decrease of February, the
Monthly Industrial Estimator (MIE) accumulated a fall in the
first two months of 1.9%. The seasonally adjusted variation
with respect to the previous month, however, resulted slightly
positive (0.2%) and so happened with Adjusted MIE that
exceeded the same period of 1999 by 0.3%. Expectations for
March, expressed by the firms consulted in the qualitative sur-
vey, indicated percentages of higher positive than negative re-
sponses with respect to the evolution of internal and external
demands, with a higher use of imported inputs but decreases in

personnel, hours worked and stocks.

Monthly Industrial Estimator
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The Synthetic Indicator of Public Services remained
expansive. In February, the growth amounted to 5% year-on-
year and the comparison with the previous month, seasonally
adjusted, also indicates a positive variation of 1.2%. The main
rises continue corresponding to the telephone service, this month
almost exclusively to it. The steepest falls corresponded to trans-

pott, both passengers and cargo.

Investment

In the fourth quarter of 2000, the preliminary estimate

of Gross Domestic Fixed Investment (GDFI) measured at 1993

prices indicated a new fall, the ninth consecutive drop. The
10.8% year-on-year negative variation recorded was the result
of declines of its two main components: construction (-12.1%)
and durable equipment (-8.9%). Whereas the decrease of in-
vestment in national equipment amounted to 16.5%, the in-
corporation of imported material showed a considerably lower
reduction (-1.8%). With respect to the previous quarter, how-
ever, total investment reflected a seasonally adjusted 0.8% rise,
which is consistent with the trend of the quarter-on-quarter
variations that have been softening the fall. At the end of the
year, the deterioration of investment reached 8.3%, originated
by declines of 8.5% and 8% of the above mentioned compo-

nents.

Gross Domestic Fixed Investment

millians of 1993 prices
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Measured at current values investment in the fourth
quarter amounted to $ 46,838 millions, which represents
16.2% of current GDP, 0.2 percentage points higher than the
average participation of the year. The difference with the mea-
sure at constant values (18.3%) accounts for the behavior fol-
lowed by implicit prices, which decreased with respect to 1993
(-8.1%) and, on the contrary, output prices grew 3.5%. In the
last quarter, total investment prices dropped 3.3%, derived from
a3.6% fall of equipment and a 2.9% decline of construction.
In the period, the trend of a downward move of imported
equipment greater than national equipment continued (-4.7 %

and —1.6%, respectively).

In the period January-February of 2001, the fall of

investment seems to soften. With regards to construction, the
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decrease of the SICA reached 4.4% and building permits, 1%.
Sales to the domestic market of the main inputs showed differ-
ent behaviors, with increases and drops. For example, demands
of cement and asphalt reduced (-4.6% and —9.1%, for the first
two months and January, respectively) whereas seamless pipes
and glass increased (70.3% and 1.6%, respectively in January),
aswell as rebar production (19.7% in January). Mortgage loans
were also expansive, in January, the total grew 33% in un con-
text of falls of loans in general, and the humber of deeds of
conveyance filed at the Real Estate Register of the Buenos Aires
city, in the first two months 0of 2001 showed a growth (concen-
trated in January) of 7.3% year-on-year.

In the first two months of 2001, sales to the domestic
market of automotives of national production continued fall-
ing both in the case of cars (-53.3%) and vans (-46.2%) and
cargo and passenger vehicles (-26.9%). Imports of capiral goods
also continued reducing but to a lesser extent (-5.8% year-on-

year in January).

Labor Market

According to the basic information from the tax pre-
sentations filed by companies at the Integrated System of Re-
tirement and Pension Benefits, the monthly average salaried
jobs declared in the fourth quarter of 2000 amounted to
4,756,154 jobs, which implies some 69,000 jobs more (1.5%)
than in the same period of the previous year. The average month-

tage of H hald and P ion below the Poverty Line
Greater Buenos Aires Conglomerate - October wave
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ly wage was $ 1,007, i.e. 0.5% below the fourth quarter of
1999.

In the goods producing sectors, declared employment
decreased 3.7%, whereas their average wages amounts to just
0.2%. The decrease of jobs is, however, lower than in 1999 (-
7.1%). Whereas in the services producing sectors the behavior
is the opposite: declared jobs increase 1.6% and average wages

decrease 0.9%.

During 2000, 6,000 net formal jobs were created,
which means an increase of 0.1% with respect to 1999. At the

same time, the average wage grew 0.8%.

The results of the Permanent Household Survey (PHS)
performed in October 2000 in the Greater Buenos Aires Con-
glomerate (Federal Capital and 19 Districts of Urban Buenos
Aires) show that 20.8% of houschol&s are below the line of
poverty. This dara reflect a year-on-year increase of the propor-
tion of poor houscholds, since in October 1999, the percent-

age was 18.9%.

The percentage of population below the line of pover-
ty evidences a variation in the same direction, going from 26.7%
to 28.9% in the same period. This means an increase of around
300,000 persons. If Greater Buenos Aires districts are includ-
ed, then both the percentage of households and of the popula-

tion below the line of poverty increases.

Prices

In 2000, prices of the Argentine economy showed a
slight deflation of rerail prices and a recovery of wholesale pric-
es. The stagnation of domestic economic activity, as well as the
increase of certain raw materials in world markets (specially oil),

explains this diverse behavior between the main indexes, which
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was also reflected in the rise of trade terms.

The Consumer Price Index (CPI) recorded a 0.7% de-
flation measured between December 1999 and December
2000, and 2 0.9% fall of annual averages. This result was the
second negative annual variation since the start of the convert-
ibility plan, although lower than the peak deflation of 1999.
In turn, the Wholesale Domestic Price Index (WDPI) rose 2.4%
from December to December. In this case, the variation be-
tween the extremes was higher than in 1999, and much higher
if the comparison is made with annual averages (deflation in
1999 against a 4% increase in 2000). Consequently, com-
bined prices rose 1.5% average between 1999 and 2000, which
interrupted the deflation that had taken place the two previous
years, thus returning to 1995 averages approximately. Thus,
Argentina recorded a five-year period of nil inflation, strongly
in contrast with what happened in the first four years of the
convertibility plan, when combined prices had grown 30%.
Finally, the Construction Cost Index (CCI) decreased 3.3%
along 2000, exceeding 1999 fall.

YoY Changes in Retail and Wholesale Price Indexes
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Prices of the main raw materials, which had suggested
a recovery in the first half of 2000, stabilized in the sccond half
of year. Consequently, the average of commodities (excluding
oil) rose just 1.7% compared to 1999. Thus, in 2000, general
index prepared by the International Monetary Fund was still
20% below 1997 (starting of the Asian crisis). Nevertheless, oil

(and to a lesser extent, gas) followed a completely different

course, since they grew 55% and 85% respectively against

1999, thus constituting the decade’s peaks.

In the fourth quarter of 2000, trade terms confirmed
the recovery hey had started by mid 1999. Exports of goods
prices rose 8.6% compared to the fourth quarter of 1999, where-
as imports decreased 2.2% in the same period. Thus, the index
annual average grew 10.4% in 2000 and recovered its peaks of
1996, though now as a result of considerably lower prices than
that year, both for exports and imports. In this improvement
fuels played an essential role, since the other items showed much

smaller variations.

The real exchange rate in 2000 improved 4% against
the dollar, using retail prices as deflator, basically due to the
cffect of domestic deflation in contrast with a 3% average infla-
tion in USA. However, it fell 10% with respect to the euro,
since the European currency evidenced a strong depreciation
against the dollar since its launching at the beginning of 1999,
which only reversed partially by the end of last year. Finally,
with respect to Brazil, the real exchange rate recovered an aver-
age 7% during 2000, after the strong fall undergone in 1999
after the Real devaluation. Nevertheless, by the beginning of
this year, the real resumed its depreciating trend against the

peso.

External Sector

The current account deficit of the balance of payments
was US$ 2,253 millions in the last quarter of the year, US$
1,110 millions lower than the same period of the previous year.
The adjustment is basically explained by the reversion of the
goods account deficit, which went from a negative balance of
US$ 493 millions in the fourth quarter of 1999 to a surplus of
US$ 469 millions during the same period of the following year.

This improvement was mainly the result of exports of manu-
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factures of industrial origin (MIO), of the oil price increase and

of the imports of goods fall, especially of capital goods.

So, the current account deficit for the whole 2000
amounted to US$ 9,361 millions. Thus, it was US$ 3,083
millions lower than during 1999 and US$ 5,347 millions
lower than the peak deficit of 1998.

External financing of the year was channeled mainly
through placement of public sector securities and direct invest-
ments in Argentina, and at the end of the year, in the form of
loans from the International Monetary Fund and International
Agencies. The balance of the non-financial public sector and
BCRA was US$ 9,293 millions, whereas direct investments in
Argentina, excluding stock swap transactions, totaled US$ 6,318

millions.

Balance of Payments - Current Account
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During 2000, the value of exports of goods amounted
to US$ 26,298 millions, which implied a 13% increase (US$
2,965 millions) with respect to the previous year. The main
factor of this rise was the increase of international ol price, plus
the recovery of Brazilian demand (specially transport material)

and better prices of other commodities, such as metals.

FOB imports of goods totaled US$ 23,756 millions,
and thus were 1% (US$ 347 millions) lower than 1999, Thus,
the Argentine trade balance reversed the direction of the previ-
ous year, and added US$ 2,542 millions of surplus. Itis worth

highlighting that it is the fourth time in the decade the trade

FOB exports

millions of US$

CIF Imports

millions of US$

balance records surplus, this being the highest positive balance
after 1991 that amounted to US$ 4,464 millions.

Foreign direct investments rotaled US$ 11,152 mil-
lions. Thislevel is the second highest of the series after the peak
of US$ 24,147 millions recorded in 1999. However, both in
1999 and in 2000, there were particular transactions imply-
ing, as counterpart of FDI inflows, a negative flow of portfolio
investment and a constitution of assets abroad from part of
residents, so the net impact on the balance of payments was
lower. In 1999, setting aside the US$ 10,838 millions of the
YPF transaction related to the decrease of portfolio Investments,
the total FDI flow had been US$ 13,309 millions. In 2000,
the total FDI flow, net of the decrease of portfolio investments
for the swap transactions of Telefénica, Banco Rio, Astra and
YPF and of the formation of assets abroad from part of residents
related with those transactions, amounted to US$ 6,318 mil-

lions.

Itisimportant to highlight that, although inflows un-
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der the concept of direct investment net of direct investments
abroad and of transactions with counterparts was lower than
the previous year, they still represent a high percentage of exter-
nal financing of the Argentine economy. In 2000, these in-
flows represented 58% of external savings, a percentage that is

higher than the 53% average for the series 1992-2000.

Public Finance

In the fourth quarter of 2000, the global result of the
National Non Financial Public sector (NNFPS) based on effec-
tive receipts and outlays recorded a deficit of $ 2,884.4 mil-
lions. Compared to the same quarter of 1999, there was an
improvement of $ 443 millions due to higher revenues, in-
cluding privatizations for $ 72.1 millions, and to an adjust-
ment of total expenses. If that extraordinary capital income is
deduced, the deficit with respect to the fourth quarter of 1999

also decreased, in this case $ 371.1 millions.

For the yearly accumulated figure, the global result was
adeficit of $ 6,791.6 millions. The strong deterioration with
respect to the previous year ($ 2,023.2 millions) becomes an
improvement if the important income from privatizations ob-
tained in 1999 is taken into account, which was the highest of
the decade ($ 2,579 millions). The improvement of global
deficit of the quarter was affected by the increase of revenues ($
182.7 millions), and especially by the expense cut ($ 260.3

millions).
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During the fourth quarter, both current revenues and
capital revenues increased. Tax revenues in particular had a
good performance (increased $ 243.4 millions in the quarter
and $ 2,046.2 millions in the year), based on the tax reform of
the end of 1999.

Again, there was a reduction of total expenditure in the
fourth quarter. In this period, the contraction amounted to $
260.3 millions, focusing on consumption and operating ex-
penses (-$ 361.6 millions) and current transfers (-$ 234.1 mil-
lions). This adjustment allowed for the meeting of higher costs
of external debt services, which increased by $ 442.1 millions.
In turn, total expenditure of the year grew § 138.3 millions, as
a consequence of the strong increase of interests ($ 1,432.4
millions) that could not be offset with declines in other items
such as wages (-$ 454.8 millions), goods and services (-$ 562.5
millions), current transfers (-$ 158 millions) and capital expen-
diture ($ 273.6 millions). Thus, if primary expenditure is ana-
lyzed, which excludes interest payments, there is a decrease of $
1,294.1 millions (-2.4%). Social security benefits, in turn, did
not show any quantitative change with respect to the previous

year.

Argentine public debt as of December 31, 2000,
amounted to $ 128,018 millions, equivalent to 44.9% of GDP.
The strong increase of indebtedness evidenced in the fourth
quarter ($ 4,352 millions) determined an annual increase of $

6,141 millions. From these variation there should be deduced
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the transactions that do not correspond to the period, such as
placement of securities for the consolidation of debt accrued in
prior fiscal years ($ 1,291 millions) and exchange differences
(% -2,521 millions). Besides, $ 396 millions correspond to
compounding of interests of securities and bonds that will start

paying services of amortization and interest in the future.

Capital Market

In 2000, Argentine financial assets prices showed a neg-
ative trend. Stocks quotes fell in relation to 1999, in contrast
with what happened in other Latin American countrics, whereas
public securities decreased at the end of the year, so their im-
plicit sovereign risk increased. A stagnant domestic economic
environment, a significant level of fiscal deficit and a growing
burden of debt interest within total public commitments, plus

the difficult political situation accompanied this setback.
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The international scenario was also unfavorable. Short
term interest in the United States was still high in 2000, and
only since the beginning of this year did the Federal Reserve
decided to make three consecutive reductions, in view of the
growing signs of economic slowdown. The latter deepened the
fall of international stock exchanges. In United States techno-
logical stocks, mostly listed in the NASDAQ index, plunged
and they were still falling in March 2001, with accumulated
losses in excess of 60% from their peaks, and a 20% drop of
traditional papers. There were similar collapses recently in the
European stock exchanges and even more so in Japan, which
touched the lowest of the last twenty years, which reflects the

persistence of recession in that country.

Within said environment, access to external financing
was complicated and domestic interest rate increase, which de-
pressed even more the level of investment. The year 2000
finally closed with a new contraction of GDP of 0.5%, and the
year's fiscal deficit practically did not fall in relation to 1999.
By the end of the year, the risk of default perceived by the
market rose, implicit in the low values of public securities in
November, and more recently in March. Country risk reached
peaks for the last two years, exceeding for the first time that of
Brazil. On the contrary, in the real economy, trade terms im-
proved slightly for Argentina especially due to the rise of oil.
Nevertheless, the euro continued depreciating against the dol-
lar and touched its lowest in October, to finally bounce very
slightly by the end of the year. In the last months, the outlook
was also complicated by the depreciation of the real, which

plunged to its historical lows in March.

In December, the government negotiated a contingent
loan from the IMF within the supplementary reserves facility,
with the collaboration of multilateral and bilateral agencies and
foreign governments. This credit, known as “financial shield”,

included a commitment for the rollover of debt from part of
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local financial entities and private pension funds managers. The
total amount thus obtained was near 40 billion dollars. Besides,
the 2001 budged and the fiscal pact with the provinces were
approved, with the aim of freezing primary spending. Asa
consequence, during January and part of February 2001, ex-
pectations improved and there was a significant recovery of

bonds and stocks prices.

However, by the beginning of March, both indicators
of tax collection and industrial activity showed the persistence
of the recession and the difficulty to meet the targets agreed
upon with the IMFE In Turkey, a financial and exchange crisis
broke out, driven by the weakness of the banking system and
the political fights, which again pushed Argentine country risk.
In this environment, the Minister of Economy resigned, and a
strong fiscal adjustment plan was announced that appeared to
be politically not viable, which worsened the political crisis.
After a new change of minister, the government tried to consol-
idate a plan with greater political consensus. At the closing of
the present report, it was still difficult, in an environment of
low prices of bonds and stocks and high country risk rates,
though with a trend to improvement. The Congress and the
Executive Power approved an emergency plan, based in the
Competitiveness Law, aimed at recreating conditions of inter-
nal and external confidence of the market, and thus allow for
the recovery of growth. The plan included a tax on checking
account transactions, the increase of tariffs over consumption
goods and the reduction of tariffs for capital goods, as well as
especial powers granted to the Executive power to modify tax

rates and start the State reform.

Money and Banking

As introduction summary, it can be said that 2000

showed, in general, a moderate growth of deposits, stagnation

of private sector loans and increasing domestic interest rates

since August.

Total deposits of the financial system increased 6.7% in
2000, amounting to $ 83,928 millions in December. This
increase, though exceeded that of 1999 (2.4%), was quite low-
er than 1998 (-12.1%). Nevertheless, it has to be highlighted
thar the 6.7% year-on-year increase was recorded in spite of the
fact that berween October and December 2000, total deposits
fell 1.8%. Private sector deposits (around 94% of the toral)
increased 6.3%, a growth similar to 1999’s and much lower

than 1998’ (-11.9%) and 1997’s (-30.4%).

The evolution of total deposits was mainly the result of
the 12.7% increase of dollar deposits ($ 5,859 millions), since
peso deposits declined. Consequently, there was an increase of
the participation of dollar deposits within the total: from 58.5%
at the end of 1999 to 61.9% in December 2000. Berween
October and December, total deposits fell (-1.8%) with a de-
crease of 5.5% in those denominated in pesos and of 0.5% of

the ones denominated in dollars.

Total Depesits
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In turn, total loans granted to residents by financial
entities at the end of December 2000 amounted to $ 77,287
millions, just lower (-0.1%) than December 1999, When con-
sidering loans by sectors, the evolution is quite different: whereas
loans granted to the public sector increased 10.4% in 2000
(with growing quarterly rates), loans to the non financial pri-

vate sector fell 4.9% (-$ 3,178 millions).
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Lending to the Non-financial Private Sector
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So, the behavior of deposits and loans is really different
when excluding the public sector from total loans. The increase
of total deposits in the face of the fall of loans to the private
sector in the same period evidences that it was not the lending
capacity the one responsible for the evolution of credit during
2000, but rather other cases probably more related to expecta-
tions and uncertainty about the evolution of the Argentine

economy, particularly since October 2000.

The pace of monetization of the economy during 2000
reflected the evolution of economic activity and the lower cap-
ital inflow. The M3* bimonetary aggregate amounted to $
96,468 millions in December, which impliesa level 4.4% higher
than December 1999. Whereas the M3 aggregate in pesos
deteriorated by $ 1,744 millions (-3.8%). An economicactiv-
ity level slightly lower than 1999 caused more liquid resources
to continue losing participation within the wider bimonetary
aggregate: in December 2000, M1 represented 25.7% of M3*,
a participation lower than the 27.5% recorded in December
1999. The relation M1/M3* in prior years was even higher
than 30%.

Domestic interest rates showed a downward trend in
the first four months of 2000 and then had a slight bounce in
May. In fact, in June there was a drop of average interest rates—
which continued in July- due to the improvement of country
risk and the other confidence indicaro.rs. But in August the
downward trend reverted and average rates started to reflectan

increase that sped up since October and that led all rates to, in

average, close the year with level much higher than 1999.

Interest Rates for 30-day deposits in pesos
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International reserves were the variable most affected
by the crisis started in the first days of October 2000. As of
November 30, BCRA liquid reserves amounted to U$S 22,441
millions, U$S 2,449 miilions less than as of September 30.
This fall was more than offset by capital inflows recorded in
December 2000. In fact, in said month liquid reserves increased
U$S 2,707 millions, and those belonging to the financial sys-
tem did so by U$S 3,871 millions. Such capital inflow al-
lowed, on the one hand, to return to pre-crisis reserves levels
and, on the other hand, it contributed to the fall of interbank

rate.

It has to be pointed out that at no time along 2000 the
back up of the Convertibility was affected. Although there
were falls in the level of BCRA international reserves, the aver-
age relation between liquid reserves and financial liabilities was

over 100% (even in November it amounted to 102.3%).

International Liquid Reserves
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Selected Macroeconomic Indicators
I. Quarterly and Annual Indicators

Source Unit IV-99 1-00 11-00 111-00 IV-00 1995 1997 1998 1999 2000
National Accounts
GOP {n Yol % (hg. 05 05 02 0.5 20 28 8.l 39 -34 05
Goods : (1 Yo¥ % Chg. -1.5 -1 6 33 4.1 3.2 8.4 43 54 29
Services (h Yo % Chg. 09 1.6 10 03 0.1 -3.0 11 4.1 -5 05
Private Consumption (1 Yo % Chg. 04 0.6 1.0 03 Al A4S 88 39 -1 -0.1
Public Consumption n Yof % Chg. 11 14 08 04 -1.2 08 32 34 08 -04
GDFI n Yof % Chg. 5.5 -15 74 -ll4 0 -l08 13l 171 65 -128 43
Construction n Yol % Chg. 19023 40 1 - 99 14l 58 -2 4.5
Locally-manufactured Machinery and Equip. n YoV % Chg. 29 04 3B -154  -l65S 154 83 12 -l 95
Imported Hachinery and Equipment (n YoY % (Chg. 59 ST <104 8.1 -8 -200 40.9 125 155 6.6
Exports of Goods and Real Services (n Yo % Chg. 19 15 20 08 Il 123 120 99 -4 1.8
Imports of Goods and Real Services (N Yof % Chg. -3.5 03 15 -0 05 -1L6 268 Bl -ILT 02
External Sector
Balance of Payments o
Current Account 2) in millions of US$ 3363 3217 <1469 2423 2253 4938 -12328 -14,603 -12.444 9361
Herchandise () in millions of US$ -493 194 1312 507 469 2357 2123 3017 71 1542
Real Services ) in millions of US$ 931 -l44) 943 994 928 3326 4326 4398 4,096 4308
Financial Services @) in millions of US$ 2029 -2007 -1947 -1975 -1B46 -4482 -6218 -1,385 -715851 1,775
Unilateral Transfers 2) in millions of US$ 89 38 50 40 53 513 138 297 174 180
Changes in Intemational Reserves 1] in millians of US$ 4048 425 1072 2196 1109 49 3273 3438 1201 439
(3) in milliens of US$ 5929 5720 7270 6739 6569 20061 26430 26441 5919 26298
Exports of goods (FOB) Ed] in millions of US$ 6808  5BAT 6244 6599 6459 20200 30450 31404 6808 25149
Imports of goods (CIF) 3) in millions of US$ -B79 127 1,026 140 1o 961 4,020 -4963 879 1149
Export price index (3) YoY % Chg. 42 48 Il 1.4 1.0 5.1 35 104 -2 103
Import price index . ) Yol % Chg. 0 26 08 30 09 sS4 23 S0 S8 -0l
Terms of trade index (3) Yo¥ % Chg. 31 A 10 46 it 03 -1.2 55 59 104
Public Finance
NFPS overall surplus (incl. privatizations) (4) in millions of 3321 2,038 198 -1574 2884 1373 4276 4074 4769 -6192
Total tax revenue 4) in millions of $ 11,666 11.663 13,058 12507 11,875 42,187 48527 50,042 47.643 49,102
Public debt : U] in millions of § 121,877 122,920 123,522 123,666 128,018 87,091 101,101 112,357 121,877 128,018
Money
Bimonetary deposits (5) “ in millions of § 78662 Bl407 84338 85510 83928 42,605 68500 76794 7B.66) 83.928
H3* : %) in millions of $ 92,383 92.830 95733 96.868 96,448 53,753 BIB2S 90290 92,383 96.468
Interest rates
30-day deposits in $ {5) % 03 13 16 15 104 92 83 Bl 103 123
30-day prime loans in § (5) % 135 9.8 99 100 189 122 126 108 135 169
Capital Market
Herval (6) Yot % Chg. 32 35 -0 15 113 128 59 -1 84 267
Burcap (6) YoY % (hg. 5.7 43 -125 -8 .13l 133 183 118 269 11
Discount strip : (6) Basis Paints (*) 161 832 940 928 1030 5 652 1010 161 1030
FRB (6) Basis Points (*) 589 436 687 581 668 441 130 589 668

(*) Spread on US Treasury bonds - menth-end data.
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Selected Macroeconomic Indicators (*)

II. Monthly Indicators
Source ~ Unit Sep-00 Oct-00  Nov-00 Dec-00 Jan-01 Feb-0I Mar-0l
Activity
Monthly Industrial Estimator (3) Var. % 1 month (s.a.) 18 -1l 0.8 Il 0.l 02 na.
Var. % 12 months -7 -1 6.0 -1.9 0.1 -3 na.
Investment
Cement shipments m Var. % 1 month 83 -18.3 -158 15 -9 63 -13.7
Import of capital goods CIF 3 Var. % 1 month -19.6 40 148 83 132 -14.7 na.
(3) Var. % 12 months IR -84 -5.4 5.1 -5.8 -14.9 na.
Labor market
Activity rate 3 % 127
Employment rate (3) % 36.5
Unemployment rate (3) % 141
Prices
cPl ' (3) Var. % 1 manth 42 02 05 oy 0l 02 02
WODPI (3) Var. % 1 month 12 0.2 0. -19 0.0 0.1 -04
WBDPI (3) Var. % 1 manth 13 03 0.1 -10 0.0 0.2 04
PBPI (3) Var. % 1 month 14 03 0.l -1.8 0.0 0.0 0.5
Cel (3) Var. % 1 month 03 03 03 0.5 0.2 -0.1 0.0
Public Finance
Revenues from DGI, ANA and S5  (4) $ millions 40719 40129 39208 39313 4.19.1 3.7643 313218
VAT (4) $ millions 1.666.9 1,508.4 1551.9 1.542.7 1.630.6 1.3483 1423.6
Income tax (4) $ millions 1320 8605 BI7.6 87548 8064 1592 1350
Social security revenues 1) $ millions 835.0 6872 6748 656.6 956.1 6808 6533
External sector :
Exports of goods (FOB) (3 US$ millions 2,161 2,082 2,169 2,390 2,033 1,866 na.
Imports of goods (CIF) (3 US$ millions 2,084 1213 1,185 2,064 1.940 1,742 na.
Balance of trade in goods (3) US$ millions 11 -131 -16 326 93 124 na.
Liquid BCRA reserves 5 US$ millions 24,890 13249 12441 25,148 25437 25317 na
Nominal rate of exchange (%) $ 1 Uss 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Money
Bimonetary deposits (5) $ millions 85510 84,727 83.682 83918 85,175 84,739 na,
Bimonetary M3 (5) $ millions 96.868 95473 94,650 96,468 96,112 96,154 na.
Rates of interest S
Deposits in § at 30 days (5) % 19 84 10.6 123 8.7 6.6 na.
Prime loans in § at 30 days  (5) % 100 108 153 16.9 1. 8.6 na
Capital market
Merval (6) Basis paints (**) 0.2 13 94 43 1148 -182 18
Burcap : (6) Basis points (**) 13 -18 -18 13 19.7 <115 0.1
Discount strip ; (6) Basis paints (**) 928 1082 1166 1030 886 1011 1181
FRB i (6) Basis points (**) 587 816 B34 668 520 174 1024

(*) These tables have been prepared using information available a1 the closing date of this Economic Report, and therefore
some figures may differ from those in the body of the Report, as its chapters are prepared
on the basis of earlier closing dartes.
(**) Spread on US Treasury bonds - month-end data.
Sources: (1) National Bureau of National Accounrs

(2) National Bureau of International Accounts

(3) INDEC [Narional Institute of Statistics and Census]

(4) Secrerariat of the Treasury

(5) Central Bank of the Republic of Argentina

(6) National Bureau of Credit Information and Negotiation

(7) Association oof Portland Cement Manufacturers

i






Economic Actvity

National Accounts

L1 Preliminary estimates of GDP for the fourth
quarter 2000

B The preliminary estimate of GDP in the fourth quarter of
2000, with incomplete sectoral information, shows a negative
variation of 2.0% with respect to the same period of the previ-

ous year (Table 1.1). In particular, the goods producing sectors

TABLE 1.1
Estimates for Gross Domestic Product (*)
Quarterly figures (millions of pesos, in 1993 prices)

had a 4.7% negative variation during the fourth quarter of
2000, determined by the fall of activities such as construction
(-13.4%) and manufacturing industry (-4.5%), in the latter
case, according to data from industrial associations, official agen-
ciesand INDEC’s Industrial Survey. In turn, the services pro-

ducing sectors recorded a 0.7% year-on-year drop.

The values of the fourth quarter and the revision of the
third quarter estimates determine a decline of GDP during
2000, 0.5% compared to 1999. Itis the result of the contrac-
tile behavior of the goods producing sectors (-2.9%) and of the

Heading 1Qtr99 11 Qtr 99 1HQtr99 1V Qtr99  1999.0 I Qtr 00 11 Qtr 00 111 Qtr 00 1V Qtr 00 2000

GDP AT MARKET PRICES 164,398 285,594 178,388 284,899 278,320 265,656 286,107 276,876 279,157 276,949
Annual percentage change -2.7 -5.2 -5.1 -0.5 -3.4 0.5 0.2 -0.5 -2.0 -0.5
GOODS PRODUCING SECTORS (1) 83,881 93,324 86,047 88,225 87,869 82,958 90,930 83,172 84,120 85,295
Annual percentage change 34 -1l 42 -5 54 -1 2.6 -33 A1 -9
AGRICULTURE, LIYESTOCK, HUNTING AND FORESTRY 13,886 19.949 12,3192 1251 14,700 13.137 19.435 12,124 11437 14308
FISHING 415 684 330 01 435 4719 594 1M N o
HINING AND QUARRYING 4,88 4518 4607 4544 4489 4837 5335 493 4,664 4.940
HANUFACTURING INDUSTRY 433 45453 45,940 48.062 45,698 41810 44,384 44535 45,899 44.407
ELECTRICITY GAS AND WATER SUPPLIES 6,634 6857 1.145 6,841 6,869 1027 1300 1M 1.01% 1317
CONSTRUCTION 15312 15.864 15.631 15.905 15.678 14567 13.883 13376 13,176 13.900
SERYICE PRODUCING SECTORS (1) 166,554 179,118 177,853 182,571 176,524 169,238 180,834 178,402 181,272 177,436
Annual percentage change 0.9 -3.0 -1 0y -5 X3 1.0 03 0.7 05
WHOLESALE AND RETAIL TRADE AND MAINTENANCE 35,751 39,001 17,139 38300 37.548 35319 38,181 35.885 16776 36,543
HOTELS AND RESTAURANTS 1618 6,870 1,099 7.651 1310 1,764 6,946 1,068 1511 1315
TRANSPORT, STORAGE AND (OMHUNICATIONS 22,081 1,969 23,206 24,188 13,136 12,341 13,161 13113 14026 23,385
FINANCIAL SERVICES : 16,685 17,121 17,025 171302 17,013 17.459 17,153 17,241 17426 17471
REAL ESTATE, BUSINESS SERVICES AND RENTALS 39008 40480 40918 41826 40,582 39,835 41,023 41,549 41,180 41,047
CIVIL SERVICE, DEFENSE AND EXTRATERRITORIAL

ORCAKIZATIONS o 13,807 13,983 13,949 14,562 - 14076 14,240 13,896 14,049 14,338 14,131
EDUCATION, SOCIAL AND HEALTH SERVICES 11.594 015 1,149 11536 11413 18,156 13,647 1341 12,931 21,951
OTHER COMMUNITY, SOCIAL SERVICES, PERSONAL

AKD DOMESTIC SERVICE 13910 15918 15,769 16,106 15,426 14,115 16,127 15818 16,272 15,583
PLUS YALUE-ADDED TAX (DGI) 18,649 17,871 18,649 18,488 18,414 18,217 19,132 19,622 18,401 18,843
LESS TAXES ON IMPORTS 3,501 3,645 4,307 4,088 3,885 3,489 3,705 4,172 3,963 3,832
SIEMI (2) 8,187 8,364 8,468 8,473 8,373 8,247 8,494 8,492 8,599 8,458

(1) At producer prices

(2) Financial services m easured indirectly. Cost of financial services used by productive non-financial activities is deducted.

(*) Prelim inary estim ates
Source: National Bureau of National Accounis.
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TABLE 1.2
Estimates for Gross Domestic Product (*)
Quarterly figures (millions of pesos, in current prices)

Heading ' 1Qtr99 11Qtr99 1N Qer99 IVQer99 1999 1 Qer 00 11 Qer 00 111 Qtr 00 IV Qtr 00 2000
GDP AT MARKET PRICES : 270,300 287,390 284,602 290,749 283,260 272,474 292,918 285878 288,888 285,045
GOODS PRODUCING SECTORS (1) B1,932 90313  B5456 86748 86,012 82,134 92,276 86,147 86770 86,832
AGRICULTURE, LIVESTOCE, HUNTING AND FORESTRY 11215 15916 10952 9113 11839 9110 17,158 1459 11048 1%
FISHING - 510 128 ) 408 559 511 62 455 360 568
NINING AND QUARRYING k 1508 4421 5,059 5,261 4568 $812 7101 1558 7033 1126
MANUFACTURING INDUSTRY 46,151 41786 113961 50,770 18,169 4543 7,186 A9 49455 4141
ELECTRICITY GAS AND WATER SUPPLIES 5,848 6343 £.364 5.981 6136 5.994 7009 XN 6117 %3]
CONSTRUCTION . 14,613 15017 14,629 15.109 14,842 12,799 12,961 1205 BT 1938
SERVICE PRODUCING SECTORS (1) 170,741 181,052 183,093 187,304 180,548 173,674 183,647 182,999 186,024 181,586
WHOLESALE AND RETAIL TRADE AND MAINTE NAKCE ' 36017 38540 11499 38979 11759 35,308 38209 A0S 31567 36802
HOTELS AND RESTAURANTS 5,036 1316 1432 8281 8066 9.063 1286 1449 1813 1903
TRANSPORT, STORAGE AND COHMUNICATIONS = 11496 13226 13411 24,488 13420 13,093 1917 WD M4 21898
FINANCIAL SERVICES 10754 11,666 12466 1,531 11,604 1an 11848 153 1
REAL ESTATE, BUSINESS SERVICES AND RENTALS 456 15085 45336 46001 15,006 13891 45,199 45600 45533 45056
QYIL SERVICE, DEFENSE AND EXTRATERRITORIAL ORGANIZATIONS 17394 17,168 17389 18,439 17648 18,321 17636 17541 18834 18083
EDUCATION, SOCIAL AND KEALTH SERVICES 18593 13837 U479 1482 11943 19,580 25239 U513 15868 13840
QTHER COMMUNITY, SOCIAL SERVICES, PERSONAL AND DOKESTIC SERVICE 12,889 14212 148 14483 14,101 13,145 1431 4791 M1 14
PLUS VALUE-ADDED TAX (DGI) _ 19332 18249 18827 18,677  IB771 18,580 19269 19749 18,436 19,009
LESS TAXES ON IMPORTS 113 2,115 2,340 2,423 2,278 2,006 1,945 2013 1941 1,976
SIEMI (2) 3,938 4,338 5014 4400 4448 3899 4221 5030 4282 4358

(1) At producer prices

(2] Financial services measured indirectly. Cost of financial services used by productive nen-financial activities is deducted.
(%) Preliminary estimates

Source: National Bureau of National Accounts.

slight positive variation recorded by the services pro-  quarter of 2000 determined, according to preliminary
ducing sectors (0.5%). estimates, a 1.7% fall of overall supply measured at
1993 prices, compared to the same period of the previ-

In the present Reporr, the seasonally adjusted ous year (Table 1.3). This decrease was generated by a

series of overall supply and demand is provided (please

see Table A1.3 of the Statistical Appendix). The pre-

2.0% negative variation of GDP and a 0.5% increase

of imports of real goods and services.

liminary variation of seasonally adjusted GDP of the

fourth quarter of 2000 with respect to the third quar- Global demand exhibited a 10.8% negative vari-

ter of the same year is slightly positive (0.3%)". ation of gross domestic fixed investment and a 1.1%
rise of exports of real goods and services. The decrease

of private consumption was 1.7%, while public con-

1.2 Preliminary estimates of Overall Supply
and Demand of the fourth quarter of 2000

sumption drop was somewhat smaller (-1.2%).

Thus, overall supply undergone a 0.4% decline

The macroeconomic evolution of the fourth  during 2000 with respect to 1999, as the result of the

1 The methodology for the seasonal adjustment of the series is presented in a special publication: “Desestacionalizacion de las Series Macroecondmicas:
Oferta y Demanda Globales” [Seasonal Adjustment of the Macroeconomic Series: Overall Supply and Demand], National Bureau of National Accounts,
March 2001. This publication can be consulted ar htip:itwww.mecon.gov.ar/secproldir_cn/default] hmm.
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TABLE 1.3
Aggregate Supply and Demand (%)
Quarterly Figures (millions of pesos at 1993 prices) and Percentage Change

Heading 1Qtr 99 1 Qtr 99 11 Qtr 991V Qtr 99 1999 |1 Qtr 00 11 Qtr 00 111 Qtr 00 IV Qtr 00 2000
Gross Domestic Product 264398 185594 278388 284899 278320 265656 286107 276876 17957 176949
% Annual Change -1 52 5.1 05 -34 05 0.2 05 -0 05
Imports : 33,361 31630 15,958 35421 34.093 33449 341 35,236 35,593 34,175
% Annual Change -12.0 -18.1 -122 35 -7 03 15 1.0 0.5 02
Aggregate Supply and Demand 297,760 317,224 314,347 320,320 312,413 299,105 318,529 312,112 314,749 311,124
% Annual Change -3.8 -6.7 -6.0 -0.8 -4.4 0.5 0.4 -0.7 -1.7 -0.4
Private consumption 184557 193058 192857 198707 192320  IB5.753 195092 192243 19536l 192112
% Annual Change -14 AT -49 04 -1 0.6 1.0 03 -1 0.1
Statistical discrepancy (1) 6,960 1407 -1.425 -4.199 1186 6914 6211 Lmn -183 4,051
Public consumption 30,710 35,780 3.1 38,450 35.528 11136 35,480 37,006 31991 35,404
Y% Annual Change Ll 0.1 05 11 08 14 08 -04 -12 04
Gross Domestic Fixed Investment 417113 52116 55,056 57.129 53.019 46,559 48,252 48,765 50971 48,638
% Annual Change -163 -169 115 5.5 <128 -15 -14 -4 -108 83
Exports of Goods and Services 11761 32,163 30.686 30,33 30,361 18,742 33428 30922 30,576 30917
Y% Annual Change 05 3.6 -54 3.9 -14 35 20 08 Il 18

(*) Preliminary Estimates
(1) Includes Changes in Inventories
Source: National Bureau of National Accounts

TABLE 1.4
Aggregate Supply and Demand (%)
Quarterly values (at current prices)

Heading 1Qtr 99 11 Qtr 99 111 Qtr 991V Qtr 99 1999 1 Qtr 00 11 Qtr 00 111 Qtr 00 1Y Qtr 00 2000
Gross Domestic Product at market prices 270,300 287,390 284,602 290,749 283260 272,494 192918 285878 188,888 285,045
Imports of Goods and Services 32,848 19,191 33912 33,680 31,558 33,159 3 33341 31569 31576
Aggregate Supply and Demand 303,148 317,182 318,514 324,429 315818 305,653 324,145 319,225 321,458 317,620
Private consumption 191,832 198,114 197,464 201,409 197,204 192,266  202.461 197,097 198,166 197,497
Statistical discrepancy (1) 5,580 1,523 832 -1,101 1307 5,652 4,035 5919 2414 45120
Public consumption 33,760 38,363 40,174 43276 38918 34909 38,171 39715 43,135 39.298
Gross Domestic Fixed Investment 46,523 49,718 52,019 54,256 50,629 44,608 45,804 45,128 46,838 45,620
Exports of Goods and Services 15451 29464 27,924 28,196 21,759 28218 33,073 31,147 30305 30.686

(*) Preliminary Estimates
(1) Includes Changes in Inventories
Source: National Bureau of Nafional Accounts

0.5% GDP fall and of the 0.2% increase of imports of 1.3 Third Quarter 2000 Estimates
goods and services. On the side of overall demand, the

contractile behavior was leaded by gross domestic fixed

I.3.1 Sectoral GDP

investment, which dropped 8.3%. Public and Private

consumption also showed contractile behaviors of Revised estimates for the third quarter of 2000

0.4% and 0.1% respectively. In turn, exportsincreased ¢ 0w 2 0.5% negative variation of GDP. The value

by 1.8%. added of the goods producing sectors declined 3.3%,
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TABLE 1.5

A. Agriculture, Livestock, Hunting and Forestry
Added value ar 1993 prices (1) - Percentage change

B. Fishing and Related Services

Sector 1l Qir.WI 11 Qtr.00/ 111 Qtr.99/ 11l Qtr.00/ 9 months 99/ 9 months 00/
z 1l Qtr.98 11 Qtr.99 111 Qtr.98 111 Qtr.99 9 months 98 9 months 99
A. Agriculture, livestock, hunting and 'fnrestry 0.5 -6 0.2 11 15 3.
Farm crops -19 -4 -5.0 35 -1.2 35
Livestock and animal products : 104 3.8 15 -1.6 Tl -5
Farm and livestock services - 0.1 95 -1.4 -1.8 15 -8.0
Hunting 208 -15.8 82 -12.0 103 -13.7
Forestry and wood extraction and related services 4. -14 9.1 1.6 47 08
B. Fishing and related services 13.6 -13 -16.3 114 13 5.1

(1) Preliminary estimates
Source: National Bureau of National Accounts

whereas the services producing sectors increased 0.3%.

The sector of agriculture, livestock, hunting and
forestry evidenced a 2.2% drop. This result provoked a
3.1% fall in the first nine months of the year with respect
to the same period of the previous year. The sectoral be-
havior shows that agricultural crops had a 3.5% decrease
in the quarter, whereas livestock —that includes meat pro-
duction, milk, poultry and wool- evidenced a 1.6% fall.
Agricultural services declined by 1.8%, and forestry and
wood extraction, in turn, increased by 1.6%. As for Fish-

ing, a decline of economic activity of 11.4% was estimated

(Table 1.5).

For the cereals, oilsceds and forage seeds, the
estimated variation was ncutral in the third quarter,
since there were different behaviors among its compo-
nents. Thus, non forage cereals increased 2.9%, due
to the increase of the wheat cropland, and forage cere-
als showed an 18.6% rise, thanks to the increase of
corn and sorghum harvests. On the contrary, oilseeds
decreased 6.7%, basically due to the reduction of the

sunflower cropland, and production of forage pasture

evidenced a 9.8% drop.

In turn, the group of vegetables, legumes and
flowers decreased 7.1%, with falls in the production
of potato, onion, garliz, tomato and bean, among oth-
ers. Fruits decreased 7.6% due to the fall in the pro-
duction of citrus. Industrial crops showed a 1.4% fall,
affected by the decline of the sugar cane harvest, par-
tially offset by the increase of cotton activity. For seed

production the calculation was a 6% increase.

In the livestock sector, the added value of bo-
vine cattle reduced by 0.8%. Hogs, horses and goats
evidenced falls 0f 2.9%, 3.1% and 7.5%, respectively,
whereas sheep increased 0.2%. The milk production
sector was estimated to have an 8.8% drop, whereas
poultry showed a 0.6% decrease. Egg production rose
0.3%, whereas cattle wool and hair showed a 9.8%
increase. Finally, fishing evidenced a fall of 11.4% due

to the reduction of carches, especially Hubbsi hake.

The estimate at current prices showed an im-

provement of 4.6% (Table 1.6). It is the second pos-
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TABLE 1.6

A. Agriculture, Livestock, Hunting and Forestry - B. Fishing and Related Services

Added value at current prices (1) - Percentage change

11 Qtr.99/ 11 Qtr.00/ 111 Qtr.99/ 11l Qtr.00/ 9 months 99/ 9 months 00/ :

Sector

11 Qtr.98 11 Qtr.99 111 Qtr.98 111 Qtr.99 9 months 98 9 months 99
A. Agriculture, livestock, hunting and forestry 260 18 139 46 -12.0 -1l
Farm crops _ -84 13.8 -123 -5.8 115 -12
 Livestock and animal products _ -16.9 -1.1 -30.0 98 -218 0.1
Farm and livestock services : -36.0 08 94 32 313 5.
Hunting : : 49 -10.9 -84 -54 -1.8 8.3
Forestry and wood extraction and related services 9.0 24 125 28 91 45
B. Fishing and related services o 9.1 4.1 -233 <11 -12.0 3.6

(1) Preliminary estimates
Source: National Bureau of National Accounts

itive result in the year, which represents a 6.9% im-
provement of the sector’s implicit prices, after six con-
secutive quarters of strong drops of added value at cur-
rent prices. Nevertheless, as a result of the negative
impact of the first quarter, during 9 months of 2000,
the added value at current prices evidenced a 1.1%

drop.

The performance of the main sectors in the third quarter
of the year was different. Agricultural crops were estimated to
have a fall of 5.8%, attributable to the negative behavior of for-
age cereals, vegetable, legumes, flowers and fruits. On the con-

trary, livestock received an estimate of a 9.8% increase.

Production of cereals, oilseeds and forage showed 2 2.3%
decrease; vegetables, legumes, flowers and decoration plants a
12.8% drop and fruits a 16% fall, whereas industrial crops and
seed production showed increases of 5.4% and 6.1%, respec-
tively. Meanwhile, production of bovine cartle rose 13.6%, and

milk production decreased 31.2%.

At current prices, the fall undergone by fishing (-7.2%)

was somewhat lower than at constant values (-11.4%).

As for other sectors, mining and quarrying recorded
an increase of 6.9%. Within this sector, oil and gas extrac-
tion had an increase of 4.0%, and services related to oil
extraction showed a strong expansion (39%), as a conse-
quence of the increase of exploration based on the recovery
of oil price. The rest of minerals experienced a fall of 8.5%.

The coal extraction sector also recorded a fall of 0.8%.

During the third quarter of the year, Manufacturing
industries experienced a 3.1% fall compared to the same
period of the previous year and an increase of implicit prices
of 1.6% (Table 1.7). Exports of industrial products record-
ed a decline (-3.0%) at constant prices, whereas at current
prices they rose 4.7% due to the price increased recoded in

the period.

The food sector showed a 2.1% fall, mainly due to
the drop of the sectors producing diary products, vegerable
oils and carbonated soft drinks. The first two were affected

by the important decline of exports, around 10%.

The textile sector recorded a strong fall of economic
acrivity, both in the production of textile products (-7.0%)

as well as in the making of clothing (-20.2%). The leather
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tanning sector maintained its economicactivity and recorded a

slight increase of exports.

Manufacture of paper decreased 1.5% in spite of the
strong increase of exports, whereas activities such as editing and
press recorded a slight increase of 0.7%, due to the bigger issue

of newspapers and magazines.

Oil refining and nuclear fuel recorded an 8.0% decline
of economic activity. The sector’s exports, although they grew
at current prices due to the strong price increase, dropped ap-

proximately 19% at constant prices.

TABLE 1.7

The added value by sector of chemical substances and
products rose by 2.8%, leaded by fertilizers and pesticides,

which also recorded strong imports in the period.

The sectors related to construction continue showing
strong drops of economic activity. Production of wood and
wooden products decreased 7.5%, manufacture of furniture
did so by 17.0% and manufacture of construction material

and other mineral non metal products, 8.2%.

The metal mechanic sector showed different behaviors.

On the one hand, basic metal industries increased their activi-

Manufacturing Industry - Added value at 1993 prices

Year-over-year percentage variation

Sector

D - MANUFACTURING INDUSTRY
Manufacturing Industry
Specific Taxes

Production of food and beverages

Production of tobacco products

Manufacture of textile products

Manufacture of garments; final details and fur dyeing

Tanning and dressing of leather, manufacture of luggage, handbags,

saddlery, harness and footwear ;

Production of wood and manufacture of wood and cork products, except

furniture; manufacture of straw articles and braidlable materials
Manufacture of paper and paper products
Editing and printing and recorded material playback
Manufacture of coke, oil refining products and nuclear fuel
Manufacture of chemical substances and products
Manufacture of rubber and plastic products
Manufacture of other non metallic mineral products
Manufacture of common metals

Manufacture of processed metal products, except machinery and

equipment
Manufacture of machinery and equipment n.c.p.

Manufacture of office, accounting and information technology equipment

Manufacture of electrical machinery and devices n.c.p.

Manufacture and radio, television and communications equipment and

devices

Manufacture of medical, optics and precision instruments and

manufacture of watchs
Manufacture of automobiles, trailers and tractor trucks
Manufacture of other transportation equipment
Manufacture of furniture; manufacturing industries n.c.p.

1Qtr.00/ 11 Qtr. 00/ 11l Qtr.00/
1 Qtr. 99 1i Qtr. 99 11l Q¢tr.99
-1.2 24 -3
-0.6 2.1 -3.0
-6.8 0.9 -4.0
-0.1 4.0 -1
11 1.1 -6.8
89 -0.8 -1.0
-6.6 -17.8 -20.1
6.0 -6.1 -0.7
-5.2 9.3 -1.5
15.0 121 -1.5
1.1 -0.8 0.7
-6.9 -1.1 -8.1
-1.3 11 18
-1.6 04 5.6
-129 174 -8.2
24.6 8.0 49
5.9 -13 -0.6
-12.1 123 -0.6
-10.1 114 -8.1
-8.1 -18 -4
64 23 99
-12.2 6.2 195
113 13.8 -4.9
-16.7 -14.4 -30.1
112 -4 -17.0

Source: National Bureau of National Accounts
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ties by 4.9%, due to an important increase of exports, whereas
the rest of the items recorded falls, of 0.6% for metal products,
0.6% for machinery and equipmentand 4.7% for electric ma-
chinery and devices. Manufacture of automotive vehicles and
spare parts showed a 4.9% decline, duc to a drop of domestic

demand and the negative behavior of the spare parts sector.

Returning to the behavior of greater sectors (Table 1.1),
supply of electricity, gas and water had a growth of 10.9%.
Net domestic demand of the total wholesale electric market
experienced an increase of 7.0%. Nuclear and hydraulic gener-
ation showed increases of 27.0% and 45.0%, respectively,
whereas thermal generation remained at the same levels. Naru-
ral gas delivered to the net evidenced a 9.0% increase, and the

number of cubic meters of water delivered, an increase of 1.8%.

Construction showed a 14.4% drop. This decline is
the result of the lower level of formal employment demand,
which decreased 17.8% according to the Integrated System of
Retirement and Pension Benefits, and of the fall of inpurt de-
mand (-11.8%). Both variables are used for the quarterly esti-
mates. The lower economic activity isalso verified in the 1.2%

decrease of building permits revealed by INDEC.

Among the services producing sectors, wholesale and
retail trade and fixing services decreased 3.4% due to falls of the
wholesale segment (-2.6%) and the retail segment (-4.3%).
The sector of restaurants and hotels also showed a drop, in this
case of 0.4%. The sector of transport, storage and communica-
tions showed a growth of 2.2%. However, while transport and
storage recorded a fall of 1.3%, communications evidenced an

increase of 6.8%.

The sector of banking services had a 1.3% expansion.
The activity of financial entities increased 1.4%, insurance and

private pension funds managers increased 1.2% and ancillary

services, 0.9%.

Growths were recorded for Real estate, business and
renting activities (1.5%), the same as public administration,
defense and extra-territorial agencies (0.7%), education, social
services and health (1.4%) and other activities such as commu-

nity, social, personal and domestic services (0.3%).

1.3.2 Overall Supply and Demand

The macroeconomic evolution of the third quarter of
2000, with respect to the same period of the previous year,
evidenced a negative variation of overall supply measured at
1993 prices of 0.7%, explained by the 0.5% decrease of GDP
and the 2.0% drop of imports of real goods and services. As for
the components of overall demand, there were negative varia-
tions in private consumption (-0.3%), in gross domestic fixed
investment (-11.4%) and in public consumption (-0,4%).

Exports of real goods and services experienced a 0.8% increase.

ll. Economic Activity Indicators

I1.1. Agriculture and Livestock and Fishing Activity

Indicators

1. General Qutlook

Agricultural economic activity showed a 2.7% de-
crease in 2000, according to the preliminary estimate of the
sectoral added value prepared by the National Bureau of Na-
tional Accounts. Every quarter of the year evidence negative
behavior, but with declining rates; thus, the first quarter showed
a4.7% fall, while the fourth decreased 1.1%. This evolution
would point out to a progressive recovery of sectoral activity,

which could be verified in the estimates for the next quarters if




ECONOI"_’!IC ACTIVITY

the rise forecasts for the production of some grains, industrial

crops and fruits prove to be true.

The performance of the sector during 2000 was severe-
ly affected by the contraction of sales in 1999 (-16.7% com-
pared to 1998) asa consequence of the strong and generalized
drops of agricultural and livestock prices in that period, with
the subsequent decrease of agricultural companies’ yields. Al-
though in the last year there was a 2% recovery of the estimated
sales value, and a 5.8% improvement of implicir prices, total

revenues of the sector were $ 4,000 millions less than in 1998.

The main adjustment variable during 2000 was in-
vestment. Sales of tractors, combines and other agricultural
machines fell sharply, as well as imports of any type of capital
goods related to agriculture®. The high level of indebtedness of
many agricultural companies was softened by the liabilities re-
financing programs implemented by official banks that assist
most of the bank credit demand of the sector. This policy,
together with the permanence of commercial credit, encour-
aged exploitations that gained access to said programs to con-
tinue being operative, thus allowing a reasonable level of agri-
culrural croplands, as well as livestock stock, although with

declines compared to the previous productive cycle.

The value of total exports of primary products and
manufactures of agricultural origin retained the level they had
shown the previous year, although the former grew and the
latter decreased. As for volume, exports of this set of goods were

slighdly higher, but their average price decreased.

Year 2000 was full of contradictions. On the one hand,
in May, the Epizooties International Organization (OIE) grant-

ed Argentina de rank of country free of foot-and-mouth disease

without vaccination, but only two months later the virus reap-
peared in cows supposedly entered through Paraguay, a fact
that forced breeders to slaughter thousands of heads in differ-
entareas of the country, in an attempt to cast away the danger
of the re-introduction of the disease. Asa direct consequence of
this episode, the markets of United States and Canada were
temporarily closed. During several weeks, the national sanitary
authorities, the SENASA, restricted the movement of cartle
and prohibited the cattle auction fairs, trying to avoid any con-
centration of animals that could favor the spreading of the

virus.

Ever since this incident, a vaccination plan was an-
nounced, restricted to some 13 millions bovine animals, with
which the OIE immediately suspended the country’s qualifica-
tion as free of disease without vaccination. Later on, the exist-
ence of cases of the disease’ / was admitted, which started to be
recorded by the official statistic. Thus, during the last eighteen
days of March, 132 cases were declared, mostly located in the
province of Buenos Aires, but also in Cérdoba, La Pampa, San
Luisand Santa Fe. Given the epidemic conditions of the present
development of the disease, this number will surely increase in

the next months.

The reappearance of the disease in 2001, at least ac-
cording to official records, takes place after almost seven years of
the last case, occurred in April 1994, when a total of 18 cases
were recorded (Graph 1.1). Itis worth to remember that after
the massive and systematic vaccination pilot plans developed
during several years of the 80s, in 1989 the SENASA started to
apply, with the active participation of cattle breeders organiza-
tions, the Program Against The Foot-And-Mouth Disease, con-
sisting in the full vaccination of cattle herds of the country with

the exception of the Patagonia region, that is considered free of

2 In relation to imports of capital goods for the agricultural sector, Tables 2.9 and 2.10 in the Investment chapter can be consulted.

3 Such is the denomination of a premise with animals infected with foot-and-mouth disease.
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GRAPH 1.1
Foot-and-mouth disease. number of cases recorded.
Per year - Country total
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1/ Since August, the existence of infected animals was verified and there were several informations about animals with the disease, but the SENASA did not
admit any case.

2/ Up 10 March 31
Source National Bureau of National Accounts, with data from SENASA.

the disease. Said plan then changed to a plan for the Eradica-  tacks animal with split hoof —cows, sheep and hogs, among
tion of the Disease with the aim of achieving the rank of coun-  others — but not the man. Normally, it does not provoke the
try free of foot-and-mouth disease with vaccination. death of affected animals and they, once they are naturally

cured (since there is not a specific treatment), acquire life im-

During the ten years elapsed with these plans, whose I, ——— Jiodasa sk

efficiency was demonstrated by the disappearance of the clini- G rmany ey il soffie o s leibans cassed by

al f the disease, 900 millions d fth i
SRR GRS TR TTlons Coses OTAEVACARE  thevirusin their mouths and fee! /, so they cannot feed them-
were applied, which had incorporated a technology of proven L
selves or do it in a limited way. Consequently, they get de-
cfficacy, and more than $ 1,000 millions were invested to sup- . ) L )

pressed, lose weight, drastically decrease their milk production
port this sanitary plan. In 1999, in a decision resisted by tech-

and need a long time to recover. These characteristics, plus the
nical, union and political circles, authorities decided to stop
fact that the virus is extremely contagious and spreads easily,
vaccination and prohibit its application, with the aim of trying : 7

. . o makes the foot-and-mouth disease a dreadful disease for cattle

to obrain the rank of the already mentioned qualification as :
) ) o stocks with a high proportion of not vaccinared heads - and
country free of the disease without vaccination.

thus capable of getting it — which is the present condition of

The foot-and-mouth disease is a viral disease thatar-  the national cattle herd.

Precisely, the name in English is clear, the disease of the mouth and the feet.
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For that reason, the SENASA started to vaccinate mas-
sively in the Pampa region so that by the end of March 2001,
20.8 millions doses had been applied (14.1 millions of first
vaccinations and 6.7 millions of re-vaccinations). The new au-
thorities of the agriculture area, and particularly the SENASA,
have announced that a new eradication plan will be applied
which will include the vaccination of most bovine cattle. The
Patagonia region will be excluded, probably taking the natural
border of the Colorado River and/or parallel 42°, and a similar
measure is being analyzed for the Mesopotamia and Cuyo re-
gion. The movement of animals from these regions towards

others will require their prior vaccination.

The massive slaughter of animal has also been discarded
on the contrary as has been happening in Great Britain (with
more than one thousand cases recorded) and other European
countries, where the disease has re-appeared with great virulence.
This decision is justified by the fact that the disease will try to be
eradicated by means of vaccination, and also because it would be
really expensive for the National Administration to take such a
measure. [t is worth pointing out that, different from previous
plans, the present vaccinations are made at the expense of the
State and this in itself could demand, at the end of the year, $ 40
millions expenses, depending on the scope the plan will finally

have.

The reappearance of the foot-and-mouth disease and,
moreover, the mistakes made since 1999, particularly the at-
tempt to hide i, are causing serior's ~conomic and social difficul-
ties, some of them brand new. The temporary closing of the most
important markets (the European Union, United States, Canada
and Chile, among others), provokes the decrease or stop of in-
dustrial activity of slaughter houses that manufacture meat for
export, with the subsequent impact over employment and work-
erssalaries. Besides, it causes the fall of important foreign curren-

cy income and weakens a dynamic portion of demand of cattle

for slaughter.

Bur, besides, there are problems in relation with exports
of other agricultural products, threatened by the fact that Brazil,
Uruguay and Chile might interrupt their purchases from Argen-
tina if our country does not have consistent plans to control the
epizooty. The European Union has interrupted imports of meat
from this country since March 13 (it will receive shipments in
transit made prior to that date) and will send a mission of veter-
inaries to make field studies to determine whether it will re-open
the market or not. It is necessary to remember that even with
thousand of cases per annum of foot-and-mouth disease, Euro-
pean imports of bovine meat without bone was not interrupted

in the last decades.

Another measure adopted by the SENASA in March is
the prohibition of cattle movements for three weeks - a fact that
could bring about economic losses when it’s the time of calves
weaning — applied to breeders who must transfer their produc-

‘on towards other premises. This measure will be released from
April 10, with the condition that the animals are previously vac-
cinated and ten days elapse from the date of vaccination; once

these requirements are meet, the transfers will be allowed.

Based on the experience of the 90s, the new authorities
of the SENASA estimate that, at least, the recovery of the free of
foot-and-mouth disease with vaccination condition will demand
4 years. In the meantime, assuming the highest possible efficien-
cy is achieved in the sanitary front, considerable efforts will be
necessary to regain confidence of the traditional markets and of

the markets gained in the lasts years.

The fishing economic activity also reduced during 2000,
in this case 2.9%, according to the preliminary estimate of the
National Bureau of National Accounts (DNCN). Although neg-

ative, the result is lower than could be forecasted at the begin-
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ning of last year, when restrictions for flect activities deepened,
especially for the catch of Hubbsi hake. Although sea catches
volume decreased more significantly (-15.9%), the change of
their composition, due to the sharp increase of crustaceans catch-

es that have a higher unit value than fish and mollusks, allowed

The 2000/01 agricultural season advances with pros
and cons: the cropland will be slightly lower than last year, in
spite of which there would be important harvest volumes, but
there are delays in the harvest works and also regular perspec-

tives for the trading of sovbean (Table 1.8).

this fall to be softened.
On the side of cereals cropland, it is estimated that it

2. Situation and perspectives Y would have decreased 2.5%, some 330 thousand hectares, with
: g

respect to the previous cycle, whereas in the case of oilseeds,

production
cropland would have declined only 0.2%, i.e., around 28 thou-

TABLE 1.8
Indicators for the Agricultural and Fishery Sectors (*)

4. Area sown with :qipak, oilseeds,

. Agricultural production (in tons) '
: - cotton and beans (in hectares)

' Harvests Yar. : Harvests Var.
el 199899  1999/00 % gt 1999/00 200001 %

Cereals ) Cereales ) ;

- Rice 1,658,000 904,000 455 . Canary seed 14,000 20,055  -164

. Con 13,500,000 16,800,000 144 . Rice 201,000 134400  -33.1

. Sorghum 3,112,000 3,350,000 40 . Dais 1,711,000 1.681.190 -1

. Wheat 12,400,000 15300000 234 . Brewers barley 182,000 238,820 112

« Other cereals 1/ 1,057,000 1,160,000 9.1 . Forage barley 20,000 15550 -3

Total cereals 31,837,000 37,514,000 17.8 . Rye 365,000 372,550 Xl

Oilseeds . Com 3,680,000 3326470 94

. Sunflower 7.100,000 6,000,000  -155 . Hillet 88,000 82,500 -63

. Flax 85,000 47,000  -447 . Grain sorghum 811.000 716700 -133

. Peanut 340,000 420,000 135 . Wheat 6,300,000 6,480,000 19

. Saybean 210,000,000 20,200,000 1.0 Total | 13,398,000 13,068,235 -2.5

- Other oilseeds 2/ 12,000 36,000 2000

Total ocilseeds 27,537,000 26,703,000 -3.0

Industrial Crops Oleaginosas

. Cotton 618,000 417,100 -325 . Safflawer 40,000 51.500 288

. Sugar cane 16,004,697 14,895,473 -6.9 . Cola 3,000 2,795 6.8

. Tobacco 113,400 114,156 0.1 . Sunflower 3,587,000 2005720 440

Tea 3/ 374362 347,857 11 . Flax 68300 32700 -52.0

. Wine grapes 2356313 116621 -102 . Peanuts 219,000 45260 120

. Yerba mate 180,000 280,000 311 . Saybean §.790,000 10340,610 176

Yegetables and Legumes Total Il 12,707,300 12,678,585 -0.2

. Garlic 141,899 123453 -130

. Onion 180,267 593610 139

. Potato 1,383,594 1811517 -137 Total I1+11 26,105,300 25,746,820 -1.4

. Dry bean 340,000 297.000  -126

2. Livestock Production :
1999 (I¥ qtr) 2000 (IV qtr) % Otros

. Catde 4/ 1197113 1,666,335 47 . Cotton 345,750 511550 480

.Pigsd/ 707,428 636967 100 . Beans 292,670 243,650 -167

. Poultry 5/ 102,316 107,237 48 Totallll 638,420 755,200 183
- Milk 6/ 1796938 1.678.078 -4

_ 3. Fisheries ;
. Ocean catches 7/ 200,521 170,659  -149 Total 1+11+111 26,743,720 26,502,020 -0.9

* Provisional estimates. Information at March 30, 2001,

11 Including canary seed. oats. brewers barley, forage barley, rye and millet.

2! Including safflower and colza.

3! Estimates based on export volume and dom estic consumption.

4! Slaughter conirolled by SENASA, in head. 51 Slaughiter controlled by SENASA, in thousands of birds.
6/ In thousands of liters. 71 In tans

Source: National Bureau of National Accounis, with data from SAGPyA, SENASA and INV.,
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sand hectares. In the case of the former, the smaller cropland of
rice, corn and grain sorghum, and in the case of the latter, the
fall of sunflower cropland, almost fully offset by the increase of
soybean cropland. On the other hand, production of cereals of
the 2000/01 season would be similar or just slightly lower than
the previous period, somewhat higher than 37 million tons,
whereas oilseeds would grow up to almost 29 million tons,

around 8% in excess of the last cycle.

Wheat production has been estimated to be 16 million
tons, 4.6% higher than in the period 1999/00, whereas the
harvest of malting barley would have reached a volume of 802
thousand tons, with an increase of 93.8% with respect to the
last season. The harvested area of this seed would have increased

32%, which would point at a significant rise of unit yield.

The soybean production is forecasted to reach 25 mil-
lion tons, i.e. 23.8% more than the official estimate for the last
season. In turn, the harvest of sunflower would amount to
3.35 million tons, with a reduction of 44.2% with respect to

the 6 million tons harvested last year.

3. Evolution and perspectives of grain prices

Domestic trading of the wheat production developed
within an environment quite different from the previous
commercial year. With a firmer demand and less pressure of
supply, sales were made at prices substantially higher than
the previous season. Thus, in the quarter from December
00 to February 01, average price for the main port destina-
tions was 30% higher than the same period of the previous
season. It has been even 12.7% higher than the same quar-

ter of the 1998/99 season (Graph 1.2).

Indeed, the international environment contributed
to strengthen price behavior, both for the strong decrease of

world stocks and for the perspectives of smaller harvests in

United States and Europe. Perspectives continue being firm
for grain that remains to be traded (at the end of March
there is still 28% to be traded), since forwards marker is still

higher than US$ 120 per ton for the nearest positions.

At the beginning of May the land preparation tasks
will take place for planting the fine grains for the 2001/02
season and it is expected that, on the basis of the good re-
sults obrained the last season, wheat croplands exceed last
cycle’s planted area. At present, quotes at the Forwards Market
of Buenos Aires (MATBA) for the January 2002 position
are below US$ 105 per ton, some US$ 11 less than average

prices of the spot market in January this year.

In the corn market, after the relatively high quotes at
the end of last year, when the last lots of the last season were
traded, prices started to adjust downward as the new harvest
was near. Thus, at the beginning of April 2001, the May
position in the forwards market is US$ 77 per ton, some
US$ 7 below the same month of last year. In spite of the
lower production expected for this year, it is not expected
that producers receive better prices for their crops. Grain
sorghum, in turn, shows a better behavior than the previous
year: at the beginning of April, spot prices were 9% higher
than April 2000. |

After reaching high quotes in January, the prices of
soybean also followed a downward path when the harvest
approached. Itis worth remembering that the volume ex-
pected will be a record, but the Brazilian harvest will also be
the highest ever recorded in that country. The high volume
of the South American harvest has driven a strong down-
ward adjustment of prices, so at the beginning of April, the -
May 2001 position was US$ 148 per ton, more than US$
30 below the same month of the previous year. This price

level forecasts a significant decline of income per unit pro-
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GRAPH 1.2 (Cont.)
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ducers will reccive, probably the lowest of the last 20 years.

As has been pointed our, production of sunflower
will be much lower than the last season and the lowest of the
last 8 years. Given the important contribution of Argentina to
the world marker, said decrease will cause a supply shortage
that will be partially set off by the higher harvests expected in
Russia and Ukraine. In view of this, prices have shown an ap-
parent improvement compared to the extremely low levels of
last year. The May position at the MATBA was US$ 154 per
ton at the beginning of April, i.e. 23% higher than the same

month of last year.

In summary, economic results for the grain produc-
tion of the season that will finish after mid year will be much
berter for whear and sunflower, and to a lesser extent for sor-

ghum, but they are less promising for soybean and corn.

4. Situation of other crops

The 2000/01 season offers expansive perspectives for
non Pampa crops, with some exceptions as per the information

available at the beginning of April.

According to SAGPyA estimates, an increase of 48% is
expected for the cotton cropland. Itis worth remembering that
the last season was the one with the least planted area of the last
13 years, which barely accounted for 30% of the cropland
recorded in the period 1997/98. Inany case, it isan important
recovery to improve economic activity in the northeastern re-

gion.

An increase is also expected for the production of wine
grape. Although the vintage shows a certain lag compared to
last year, waiting for vineyards to reach ideal conditions for the
harvest of grapes, the National Institute of Winery estimates

that the harvest will be up to 11% higher than the previous

one.

Production of pip fruits would show diverse results:
while an increase of 80% is expected for the apple production,
that of pear, on the contrary, would decrease 1%. These pro-

jections are still preliminary.

A decrease of 16.7% has been estimated for the plant-
ing of dry bean, an activity thar takes place almost exclusively
in the Northeast and that has been greatly affected by the
strong decline of prices due to the Real devaluation and the

lower Brazilian demand.

5. Situation of the livestock related activities

No doubt livestock activities are severely altered by the
reappearance of the foot-and-mouth disease, particularly the
usual functioning of markets and slaughter industrial activity.
During August and September last year, cattle movements and
the performance of auction fairs were prohibited. The latter
activity continued being limited in the following months. In
March, a new stoppage of cattle was established that will be
released on April 10, with certain restrictions. Meanwhile, the
existence of cases of the disease has been officially admitted and
most of the usual Argentine markets suspended their purchases
for an unknown period of time, whose extension will depend
much on the steps taken in the next weeks or months to ensure
epidemiological control and to convince them that the situa-

tion is under strict sanitary monitoring,

In the last quarter of last year, total supply of bovine
cattle for slaughter, as per DNCN’s estimates, declined 7.8%
with respect to the same period of 1999, whereas slaughter
supervised by the SENASA, which accounts for around 80%
of the total, decreased 4.7%. So, total slaughter in 2000 would
be just 0.4% higher than in 1999, whereas the one supervised
by the SENASA increased 2.7%.
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Estimated production of meat in the fourth quarter
would show a 10% decrease compared to the same period of
the previous year and 1.7% during the whole year. The lower
production with a higher supply is the result of the decrease of
slaughtered animal yield per unit. Export volume decreased
4.3%, whereas domestic demand dropped 1.3%. During the
first two months, slaughter supervised by the SENASA de-
creased 3.8% with respect to the same period of last year. How-
ever, the preliminary estimate of the total slaughter gives a dif-

ferent result, since it points at a 1.5% growth,

At the beginning of February, the results of the Nation-
al Agricultural Survey were known, among which there stand
out the estimates of cattle stocks as of June 30, 2000. In the
case of bovine cattle, a slight stock decline was confirmed (-
0.8%) compared to the same date of the previous year, thus
being 48,674,400 heads. Stock of sheep also declined slighdy
(-1%) and amounts to 13,561,600 animals. Lastly, the ENA
estimated that the stock of goats increased 2.6%, up to a total of

3,490,200 heads.

Meanwhile, the real steer price at Liniers showed a de-
clining behavior along the fourth quarter, closing December
with the lowest real price of the quarter. Nevertheless, the year
2000 concluded with a 5% increase with respect to 1999. On
the other hand, the first quarter of 2001 shows a level of prices
similar to the same period of the last year, confirming the rela-
tive strength of domestic consumption that is the major sup-

port of meat demand.

Slaughter of hogs supervised by the SENASA fell 10%
in the fourth quarter compared to the same period of the last
year. At the same time, the slaughter of poultry was estimared

to show a 4.8% increase.

Cow milk production suffered a drop of 4.2% in the
fourth quarter compared to the same period of last year. Thus,

activity closes the year with a 7% fall of production.

6. Situation of the fishing activity

In Fishing there was a 14.9% drop of total sea catches
in the fourth quarter of 2000. However, taking into account its
composition, the index of production value (at constant prices)
grew 5%. This is due to the strong increase evidenced by
catches of crustaceans (232%), which largely offset the drops

in the catches of fish and mollusks.

1.2 Indicators of production and domestic sales -
Fourth quarter 2000

During the fourth quarter of 2000, there are declines
of economic activity in the industrial sector measured at con-
stant (-4.5%) and current (-2.6%) values that contributed to
the annual falls, 2.8% and 1.5%, respectively. The greatest
industrial fall with respect to a stationary GDP showed a slight
decrease of participation. Measured at current prices, the added
value by the industry in 2000 ($ 47,433 millions), accounted
for 16.6% of GDP, a percentage somewhat higher than at con-
stant values, as a consequence of the higher relative increase of

industrial prices with respect to total GDP,

The decrease of quarterly economic activity brought
about a greater decline of employment in the sector, measured
by the Index of Occupied Workers® and by the hours worked
surveyed by the INDEC. The year-on-year decreases of 6.8%
of the workers index and 0f 9.3% of hours implied productiv-
ity increases per worker and per hour. These gains of produc-

tivity are even higher if a longer period is taken into account,

5 It is an index of salaried people (with daily or monthly wages), affected to the production process.
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TABLE 1.9
Production Indicarors
Year-on-year percentage change

Category 199/ nee W9y VoY 1999/ I 00/ oo/ oo/ Voo 2000/
198 198 M98 1V98 1998 199 199 1 99 v 99 1999
Mines and quarries :
Crude oil : -19 -5.2 6.6 -6.7 -54 41 -39 44 -34 40
Natural Gas 13 10.7 104 6.8 9.8 9.1 6.1 6.5 1.0 58
Manufacturing Industry
=
Wheat flour -16 0.7 -64 4.1 -3.6 0.7 45 318 -1.2 0.1
Yegetable oils : 549 16.6 12 3.4 163 36 -11.6 -10.9 0.8 5.1
Oilseed products 199 142 -17 90 93 -0.5 -5 -38 0.6 -9
Biscuits and cookies 31 -3 -8 0.1 0.9 38 37 L6 63 41
Beef 6.0 12.0 143 9.9 10.5 9.7 43 18 47 18
Poultry 129 49 39 6.9 3] -3.5 34 09 48 1.5
Hilk for Industries and Comumpﬂan 1.9 140 15.7 -1.7 104 -84 82 n.d. nd. nd.
Beverages
Alcoholic drinks -13.1 -1.5 -13 -12.2 -18 -16.2 -149 54 -19 -10.2
Textile raw materials
Cellulose yarns : -60.6 -61.1 -35.8 -30.5 412 5.6 12 -40.2 515 -20.1
Synthetic fibers -1.5 -185 -9.0 -3.0 -10.1 307 350 183 169 5.2
Synthetic yarns : 9.2 5.5 19 280 5.1 603 40.6 09 95 300
Paper
Pulp 34 03 -5.0 -30.2 -149 355 39 6.1 4.1 02
Newsprint 0.6 -6.6 -5.0 -6.1 4.6 6.7 -24 -12 40 1.1
Chem. products and oil by produds
Soaps 128 0.6 8.9 45 4.1 -17.1 -0.8 268 217 -16.7
Tires -13.3 -14.9 -19.8 -34 -13.3 16.2 02 127 -4 47
Urea -31.0 153 5.9 1316 20.1 1.0 -1.6 1.2 109 14.6
Caustic soda 3 -12.9 5.1 526 348 183 469 18 -39.3 -20.0 -13
4 (8 -115 A -5.6 19.5 4.1 8.l i 43 14.6 354
Polyathylene 9.2 -15.1 5.8 -85 -4.1 -15.6 03 -18.4 3Ll 45
Polypropylens s 0.1 -38.0 1) 35 43 18.5 615 200 0.3 209
Isopropanal - -58 -4.5 -14.7 -11.8 -12.6 -30.6 05 -20.0 -1 -13.9
Synthetic rubber 147 -11.8 57 -84 -19 -153 172 16.1 0.0 38
Smoke bladk -35.9 -1.8 419 -3 251 62.0 38 532 445 319
Sulfuric acd . 44 08 -0 11 -12.1 I -3 164 13 58
Chlorine - -11.9 5.1 520 187 17.2 45.0 19 -39.5 -108 -3.0
Processed oil : 43 08 55 -4 1.8 -58 5.1 -89 51 -84
Gasoline 18 1.7 14 14 31 94 45 -6.6 -11.8 8.1
Diesel oil 54 17 11 18 34 -38 -LI -6.0 28 -35
Fuel oil : -84 94 0.7 -124 -1 0.1 -14.9 133 43 93
Base metals :
Crude Steel : -10 -18.2 46 59 98 34 158 128 145 178
Hot-rolled:
Non-flat laminates -38.7 -12.2 -15.4 47 -18.6 412 -17 12 -13 43
Seamless pipes -55.8 -43.3 -10.0 315 -15.2 58.0 66.3 508 50.2 555
Flat laminates - -1l -10.1 87 133 13 15.5 1.1 18 -9.8 1l
Cold laminates 354 <15 13 1.3 63 10.1 -145 0.6 -10.6 -4.0
Primary aluminum 45 -8.0 182 40.1 10.5 513 526 194 0.7 19
Iinc i 09 50 36 15 05 0.1 -82 -12 -12.1 9.6
Iron ore . e i -40.5 -15.6 9.2 38 -188 543 M2 19 9.8 21
Inputs for Construction ;
Cement 11 103 4.2 -16 1.3 -194 214 -10.0 -138 nd.
Paint ; 13 -9.8 -15.8 -13 -12 1l -6.0 6.0 -7 02
Iron rods for concrete i - 201 18.3 -39 31 -9 138 -319 -15.9 -16.2 -11.6
Transport equipment
Hotor vehidles: .
hutomobiles : -51.8 -48.9 414 8.6 -36.3 621 19.1 -13 -11.7 6.2
Vans 312 343 153 360 -18.8 103 396 390 -1.6 9.2
Trucks and Buses -54.6 -49.9 -41.6 -12 -41.0 -6.2 13 1.1 03 19
Tractors -36.0 -53.0 -60.1 -61.3 524 844 -66.3 -16.8 -61.0 -148
Machinery and equipment
Hachine tools o ; 411 433 -59.7 -344 -45.8 -112 -L6 438 na. na
Household appliances -
Washing machines and Dryers : =35 -19.8 359 533 332 318 312 n.a. na. na.
Color TV sets Y -29.6 -32.6 -11.8 30.1 -16.1 344 3.6 35.6 -12.6 16.6

1!/ Change corresponds to the first month of the quarter

Source: Ministry of Economy based on data from INDEC, other government agencies and private organizations and trade

assaciations.
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since the respective indexes amount to 74.8 in the case of em-
ployment and to 73.3 of hours worked with respect to the base

year 1993 = 100.

The set of production indicators selected exhibited more
negative year-on-year variation rates than in previous quarters,
and consequently, the annual average softens these falls. As for
sales, with a more reduced sample, variation signs coincide in
the shorter period (quarter) and the longer period (year) with
predominance of falls. The dynamics of exports, driven by the

expansion of world economy and the improvement of com-

TABLE 1.10
Domestic Market Sales of National Products
Year-on-year percentage changes

modities prices and, consequently, of trade terms, avoided greater
production drops in the depressed domestic market. The quar-
terly performance of the different production sectors can be
seen with a series of production and domestic market sales indi-
cators (Tables 1.9 and 1.10), whose monthly evolution is de-

tailed in the Statistical Appendix.

In the sector of mining and quarrying, extraction of gas
slowed down in the last quarter (1%), but the annual compar-
ison (5.8%) shows the drive provided by export projects to

neighbor countries and by the construction of gas pipes that

- Category 199/ 1199/ 11199/ IV 99/ 1999/ 100/ 1100/ 11100/ 1V 00/ 2000/
198 1198 11198 1v98 1998 199 1199 1199 IV99 1999
MANUFACTURING INDUSTRY
Foodstuffs
~Sugar 18.2 33 -5.1 3.6 15 83 0.0 18 3.5 1.6
Beverages
Beer 133 44 -85 94 -1 -1.5 45 11 35 04
Wine -1.8 21 05 1.8 09 -17 35 -0.9 43 -6
Carbonated Soft Drinks 1.5 0.3 11 1.2 28 31 04 -4.0 0.l 0.0
Tobacco
Cigarettes 1.5 21 -1 14 1.4 -84 13 1.0 -14.9 -1.6
Chemical products and Oil
by-products
Pharmaceutical products 1.6 0.9 48 -6.1 -1 5. -8.1 -6.1 42 5.9
Gasoline 5 -84 -6.1 54 -6.3 -8.1 -13 9.1 -13.8 9.6
Inputs for Construction
Cement deliveries i 11 99 28 4l LI -144 242 <120 -146 -163
Glass for construction 204 -203 -54 0.6 -12.0 9.5 5.0 35 6.5 1.7
Asphalt 318 210 38 13 -149 119 2209 <288 255 -l67
Transport equipment
Motor vehicles:
Automobiles 2355 -314 9.0 448 -6.7 546 45 2318 417 -149
Vans -1 124 833 59.1 39.0 44.8 -1 368 344 -170
Trucks and Buses 68  -111 02 8.7 115 5.6 -144 364 210 119
Machinery and Equipment
Machine tools 311 460 615 429 417 186 -179 457 na na
OTHER SECTORS
Electric power consumption 5. 1.5 13 53 3.6 8.6 10.5 1.0 14 6.8
Garbage collection 6.9 13 44 45 45 1.8 3.7 -1 33 00

Source: Ministry of Economy based on data from INDEC, other government agencies and private organizations

and trade associations.
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improve distribution. Crude oil continued decreasing (-3.4%),
in a context of lower demand of by-products and in spite of the
year-on-year increase of international price that provoked an

increase of exports.

The manufacturing industry again showed a varied
behavior, with rises and drops. During the last quarter, drops

prevailed while the annual figures show more rises.

The food industry recorded declines of economic ac-
tivity of segments such as bovine meat and beverages, and im-
provements in other such as poultry slaughter, cookies and sug-
ar. In the case of vegetable oils and oilsceds by-products, al-
though the quarter evidenced a little change, the annual accu-
mulared figure showed declines mainly attributable to the in-
ternational environment. External sales were hindered by pro-
tection measures implemented by important development coun-
tries who purchase Argentine oils, to develop their own pro-
duction in some cases (China and India), and to protect them-
selves in others (Chile). At the same time, the excess of world
production implies a downward pressure over international
prices that particularly affects sunflower, since soybean is des-
tined to protein flours whose price shows a recovery. Slaughter
of bovine meat reduced at the end of the year (-4.7% for the
quarter), as a consequence of the domestic resurging of the foot-
and-mouth disease virus and of the “mad cow” in Europe. This
situation caused stoppages of external purchases for sanitary
reasons and a decrease of global demand in view of the difficul-
ty to differentiate the product on the part of the consumer. As
counterpart of what happened with bovine mear, polultry ex-
panded (4.8% quarterly and 1.5% yearly). The establishment
of a minimum price for imports of Brazilian origin since July,
given the verification of dumping in several Brazilian compa-
nies, activated domestic production. During the quarter, wheat

flower production decreased (-1.2%), while cookies and crack-

ers grew 6%, the same as sugar sales (3.5%). As for beverages,
spirits continued declining (-2.9%), as well as beer (-3.5%)
and wine (-4.39%), at the time carbonated soft drinks remained
unchanged. Sales of cigarettes, in turn, decreased 14.9%, asa

response to the increase of prices verified after the tax rise.

Textile inputs had a very good performance in the fi-
bers (16.9%) and synthetic yarns (9.5%) segments, linked to
the good performance of exports given the weakness of the
domestic market. Production of cellulose yarns, however, un-
dergone a strong fall of 57.5%. This variation determined a
yearly drop of 20.1%, which adds to the already experienced
in 1999 when economic activity had reduced by 47.2%.

Production of cellulose paste grew 44.1% and press
paper did so by 4%. The paper industry is benefited by the
domestic demand of paper for toilet use and for packaging. As
for press paper, in October an agreement with Brazil was re-
newed about the quota of imports that will prevail until Sep-

tember 2001.

Among chemicals and oil by-products, during the fourth
quarter, there was a predominance of drops of economic activ-
ity. During the year as a whole, the evolution was a bit more
balanced and in January 2001 some segments showed strong
increases. The ones that grew the most during the year were
PVC (35.4%), smoke black (31.9%), polypropylene (20.9%)
and urea (14.6%). In the case of plastic raw materials there is
the effect of greater exports and the substitution of imports of
certain products from Brazil. This external sales increase took
place thanks to the extension of production capacity recorded
in the period and the relative lower cost of domestic produc-
tion, which is based in the use of natural gas. The start up of the

Mega plan®, scheduled for the end of the year and now fore-

6 Expansion of the petrochemical site of Bahia Blanca that will increase production of ethylene and polyethylene.
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seen for the first quarter of 2001, will reinforce the expansion

of the plastic inputs sector.

In the case of smoke black external demand also had an
influence, since domestic demand showed a moderate increase
in the industry of tires (4.7%) and even a fall of construction.
The manufacture of urea reached a production peak with 187.1
thousand tons. For the current year, a remarkable increase of
production is expected, since by mid January a Profértil plant
started to operate in Bahia Blanca city, which is estimated to
have an annual production capacity of 1.1 million tons, and it
is devoted equally to the domestic and external markets. On
the contrary, in the last quarter, there were important produc-
tion declines for basic chemicals such as chlorine (-20.8%) and
caustic soda (-20%), after significant increases generated by the

plant expansions in 1999.

Sale of pharmaceutical products continued depressed
in the fourth quarter (-4.2%) and accumulated a decline of
traded units of 5.9% average during 2000. The sector is cur-
rently undergoing a worldwide concentration process to achieve
greater competitiveness and, in the domestic market, the pat-
ents law was finally enforced after 5 years of its being approved.
In turn, production of soap recorded the greatest falls at the
level of segments, both in the quarter and in the year (-21.7%
and —16.7%, respectively) due to the weakness of domestic
demand that moved away consumption towards second rate

trademarks associated with lower prices.

There was a new reduction of oil processing due to
the lower demand of by-products. Oil processed during the
year amounted to 30,045.7 thousand m3, 6.4% below the
oil refined in 1999. In this period, production and sale of
fuels decreased again (-8.1% and —9.6%, respectively), as
well as the manufacture of diesel oil (-3.5%) and fuel oil (-

9.3%). On the contrary, compressed natural gas sales grew

significantly (110.6%).

Most construction inputs showed reductions related
to a lower economic activity and the postponement of the
Infrastructure Plan. In the case of asphalt, the fall of the
fourth quarter (-25.5%) exceeded that of the year (-16.7%)
and in the others the drop was softer. Sales of asphalt were
specially affected by the lower activity of public works and
the annual fall adds up to that undergone in the previous
year, which had amounted to 14.9%. Cement dispatches
also decreased (-16.3% during the year), since stocks cannot
be accumulated given its physical characteristics, and so did
rebar production (-17.6%). Production of paints, on the

contrary, remained unchanged and sales of glass grew 1.7%.

In the last quarter of 2000, production of basic met-
al industries declined in some segments, but increased ar the
end of the year due to the good performance of the previous
quarters. The segment that grew the most, again, was the
production of scamless pipes, which rose 55.5% year-on-
year, always linked to the oil industry. It was also relevant
the variation shown by the production of primary iron
(21.2%) and crude steel (17.8%). The latter, with a 4,472.3
thousand tons production, reached its historical peak. Flac
laminates also had their peaks, with a production of 2,271
thousand tons. The rest of non flat laminates (excluding
seamnless pipes) suffered the impact of the lower activity ev-
idenced by construction and metal mechanical industries in
the last three quarters, but the annual variation was positive
(4.3%) thanks to the substantial increase verified for the
former. At the end of 2000, there was an acceleration of the
zinc production (-22.1% in the quarter), and the annual
decrease was 9.6%. As for primary aluminum, the slow-
down of the last quarter (0.7%] is the result of the fact that
itis compared to a period in which there had been an expan-

sion of production capacity, which had determined an aver-
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age rise of 26.9% during the year. The 14% increase of the
international price in 2000 would have encouraged exter-

nal sales in a moment when the domestic market is depressed.

During the fourth quarter, the national automotive in-
dustry experienced drops in production and sales of all kinds of
vehicles. Only exports prevented the fall from being steeper,
within the framework of the Automotive Agreement” signed
within the Mercosur and thanks to the recovery of the Brazilian
demand. In the first quarter of the current year, there was re-
duction of excise taxes on automotives and diesel oil engines®

inan attempt to encourage internal sales.

However, the annual accumulated figure for total pro-
duction of vehicles amounted to 339,246 units, 11.3% more
than the previous year but less (-25.9%) than 1998, by almost
458 thousand units, its historical peak. Production of van
(29.2%), cars (6.2%) and cargo and passenger vehicles (7.9%)
increased. Along the year, year-on-year variation rates were de-
creasing, until there was a drop in the last quarter of 14.8% due
to lower manufacture so cars (-17.7%), vans (-7.6%) and cargo
and passenger vehicles (-0.3%). In the primer two months of
2001, the downward slope become steeper due to a 36.8% fall
of production (Table 1.11).

Exports showed a very dynamic behavior. External
sales of 135,760 units implied a 38% increase, and accounted
for 40% of production. In the period January-February 2001,
this behavior becomes stronger, with year-on-year increases of

177.8% for all vehicles.

Internal sales of domestic production automotives
(186,283 units) suffered a strong contraction in the second
half of the year, due to the interruption of the Trade-in Plan, a
fact that provoked a 15.6% fall of annual demand that affected
more commercial vehicles than cars. In the fist two months of
2001, purchase orders remained depressed, with a greater in-

fluence over cars than over vans and cargo vehicles.

The annual fall shown by imports (-22.2%), although
wider than domestic material, was more homogencous along
the year and, on the contrary, softened in the first two months

of the current year.

In the period January-December, net external trade of
vehicles showed a surplus of 11,585 vehicles, and at the same
time there was an accumulation of inventories, mainly for cars

and vans.

In the fourth quarter, the strong fall undergone by the
tractors production continued (-67%). The 422 units manu-
factured during the year represent 7% of the amount manufac-
tured in 1990. The lower demand from agricultural produc-
ers, conditioned by their own economic activity, plus the de-
crease of international prices of equipment that compete with
the local ones and that could be fought with the policy imple-
mented through the issue of a bond to be applied for the pay-
ment of taxes equivalent to 10% of the sales price of agricultur-

al machinery®.

Among durable consumption goods, there was also a

fall in the manufacture of television sets (-12.6%) in the fourth

7 In august 2000, Argentina and Brazil executed an Agreement on Common Automotive Policy (D 660/2000) whose provisions will apply to the manufacture
and trade of automotives until end of 2005. Automotives will have an extra-zone external tariff protection of 35%, and the requirements about national spare
parts remain in force. This agreement brought about a conflict due to differences of interpretation of the local content Argentine cars must contain 1o be
considered of Mercosur origin. In November, it was agreed that local content could be measured in two ways, through parts on an individual or as a set, and
a term was set for the transition, so that companies can adapt 1o this regime between 2 and 3 years within the execution of the agreement.

8 The D 265/01 reduced to 4% the percentage for vehicles over $ 22,000 and exempted those of lower value.

9 Decree Nro. 257/99 and its subsequen! extensions.
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TABLE 1.11
Production and sales of mortor vehicles

A - In units
Concept Automobiles Yans Trucks and Total
buses
January-December 2000

Production 138,706 85,945 14,595 339.246
Exports 82,119 44,189 8,192 135,760
Domestic Sales (domestically

manufactured products) 144,982 35,280 6,021 186,283
Changes in Inventory (domestically

manufactured products) 10,945 6476 -118 17,103
Domestic Sales of

Imported Products 81399 31,334 10442 124,175
Total Domestic Sales 226,381 67,614 16,463 310458
Domestic Sales of

Imports minus Exports -1,380 -11,855 1,650 -11,585

B - Year-on-year percentage change
Concept : 11 00/ 1199 111 00/ 111 99 IV 00/ 1V 99 Jan-Feb0Ol/Jan-Feb00
Total for all vehicles

Production 246 35 -14.8 -36.8
Exports 13.6 80.8 65.7 177.8
Domestic Sales {domestically

manufactured products) 1.4 -3318 -44.6 514
Domestic Sales of

Imported Products 259 -102 -142 -13.6
Total Domestic Sales -4 -25.1 -31.6 -38.0

Automobiles

Production 19.7 -13 -11.1 -41.6
Exports 1.0 192 964 171.9
Domestic Sales (domestically

manufactured products) 45 -328 411 -533
Domestic Sales of

Imported Products -185 217 -25.2 -120
Total Domestic Sales -5.1 -29.0 -40.9 404

Vans

Production 39.6 39.0 -16 -240
Exports 10.6 817 3713 1745
Domestic Sales (domestically

manufactured products) -12 -36.8 344 -46.1
Domestic Sales of

Imported Products . 484 114 241 -1
Total Domestic Sales 310 -13.5 -304 -30.1

Trucks and buses

Production 113 1. -03 131
Exports 173.6 904 18 203.9
Domestic Sales {domestically

manufactured products) -14.4 -364 -11.0 -16.8
Domestic Sales of

Imported Products 210 -13 -143 -36.2
Total Domestic Sales 5.9 -176 -20.0 316

Source: ADEFA.
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quarter, but at the end of the year, it exceeded the fall experi-
enced in 1999, when recovering 16.6%. In other products of
the white line of household appliances, behavior was diverse,
there were increases in heaters and stoves (15%) and washing
machines (13.5%), together with declines in clothes dry-
ers (-13.6%), familiar gas stoves (-31.1%) and individual
telephones (-20.8%).

The total demand of electric energy of the country in
the fourth quarter (18.6 thousand Gwhj grew at a slower pace
than in the previous quarters (1.4%) but even in that case it
was greater that the GDP evolution. Besides, in January and
February, there were increases of consumption of 5.9% and

3.7%, respectively.

Garbage disposition in the Federal Capital and the ur-
ban area decreased for the second consecutive quarter (-3.3%).
These drops caused that the year close without a quantitative

variation compared to the previous one.

II. 3 Monthly industrial estimator. February 2001

The Monthly industrial estimator (MIE) prepared by
the INDEC decreased 3.2% year-on-year in February (Table
1.12 and Graph 1.3), and so it did in the first two monthsasa
whole (-1.9%). The variation compared to the previous month
in seasonally adjusted figures, however, was slightly positive
(0.2%) and the same happened to Ajusted MIE, which ex-
ceeded by 0.3% the one recorded in the same period of 1999'°.

In February, the number of sectors undergoing falls of
production levels was quite higher than expansions, in year-on-

year figures. Almost 80% of the segments with information

available showed negative variation rates. Among them there
stand out the automotive, the metal mechanical, the textile and
the food industries. The scarce increases were evidenced almost

exclusively by chemicals.

Expectations for March, expressed by the companies
consulted in the qualitative survey, indicated higher percentage
of positive responses with regards to the evolution of domestic
and external demand, with a higher use of imported inputs but

decrease of personnel, hours worked and stocks.

The bloc of the food industry recorded a fall in Febru-
ary compared to the same month of the previous year (-6.7%),
which is softened when considering the first two months of the
year (-2.6%). The manufacture of oil and oilseeds by-products
decreased 28.3% in the month analyzed and 26% in the two
month period, as a consequence of different external difficul-
ties. The fall of the dairy sector (-10.2%) was the result of a
lower income of raw material from the main milk basins and the
fall of domestic market sales that affected the processing of by-
products. External sales have also been hindered by the hypo-
thetical application of compensations from part of Brazil in
view of the supposed existence of dumping prices. Production
of red meat decreased 6% as a consequence of the reappearance
of the foot-and-mouth disease and the subsequent closing of
international markets. Production of white meat also reduced
in the month (-2%) although the positive evolution seen in the
accumulated figure for the two month period (6%) is associat-
ed with the negotiations held to increase exports. The reduc-
tion of local market particularly affected production of pro-

cessed yerba mate, which dropped 20.3% in the last month.

The textile industry showed a negative variation, af-

10Please see Methodological Summary of the EMI, Seasonal Adjustment and Adjusted EMI Estimator, INDEC, April 2000.
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fected by the lower internal demand and the increase of im-
ports that provoke lower prices. These phenomena were feltin
the yarn sectors (-13.8%) as well as in synthetic and artificial
fibers (-20.6%) and cotton yarns (-10.9%), even when the

imported goods quality was lower.

The slight decrease of paper and cardboard during Feb-
ruary (0.5%) caused a 2% fall in the first two months of the
year. This fall originated in the segment of press paper and, to
alesser extent, of thosc destined to packaging, given the lack of

competitiveness in relation to Brazil and the accumulation of

Oil processing decreased 2.3% due to a series of techni-
cal stoppages scheduled and the decrease of stocks. The inter-
national context in which the activity moves, characterized by
a centralization of production that implies mergers, acquisitions

and stock purchases, maves profitability in itself.

With the exception of basic chemical products and
smoke black, the rest of the chemical branch recorded positive
variations. Production of agrochemicals remains very expansive
due to the start up of a urea plant in Bahia Blanca that expand-

ed annual production to 1.1 million tons. It is estimated that

stocks. around 50% of production will be placed in the domestic mar-

TABLE 1.12
Monthly Industrial Estimator (MIE)
YoY Percentage change

Category Mar 00/ Apr 00/ May 00/ Jun 00/ Jul 00/ Aug 00/ Sep 00/ Oct 00/ Nov 00/ Dec 00/ 2000/ Jan 01/ Feb 0/ Jan-Feb 01/
Mar 99 Apr 99 May 99 Jun 99 Jul99 Aug 99 Sep 99 Oct 99 Nov 99 Dec9? 1999 [Jan 00 Feb 00 Jan-Feb 00
GENERAL LEVEL - 36 -1.2 39 0.7 .9 -1.8 -1.7 -1.7 -6.0 -1.9 0.0 -0.7 -3.2 -1.9
Food Industry
Beef 56 30 19 18 60 39 -4 -1 EX -1l 18 146 6.0 -3.5
Poultry 35 50 1.5 45 19 15 -14 88 53 12 15 144 -0 6.0
Dairy products 0.4 46 63 -10 -3 92 9.0 5.5 65 5.0 5.5 31 -102 -6.8
Edible Oils -10 14 -15 -15.2 =104 -0 6.4 45 12 128 -6 -6.3 -183 -160
Bread and pasta 02 -1 -6 13 -1.5 14 -3.0 -39 19 -1.0 21 0 -5.5 -1.8
Wheat flour -1.1 -13.1 62 04 -] 09 34 44 =11 3.1 43 19 na na
Processed yerba mate 16.7 -1 146 123 3.8 12.8 10.0 132 69 63 9.1 1.8 103 48
Liquors : 211 -19.7 N3 194 3.0 59 -174 69 -123 4.1 =127 na na na
Beer na. na na na na na na na na na na na na na
Cigarettes 4.l 0.6 11 Ll -5 -4 8.0 59 13 263 1.1 na na na
Textile Industry
Cotton yarn : -5 363 163 124 116 -3 12 58 9.5 8.1 11 -19 -109 49
Synt. and antficial fbers 343 38.1 198 183 154 128 1.7 1.6 13 -1 3.0 -198 106 2103
Fabrics : 143 84 36 31 0.1 30 -130 32 -6.1 0.7 12 6.5 -138 -10.3
Paper and manufactures
Paper and cardboard 168 122 178 86 9.l 10 55 1.6 92 54 82 14 -0.5 -0
Chemical Industry
Plastic manufactures 44 -194 5.6 -4 0.1 1l 59 58 45 13 44 4.7 0.1 15
Processed oil : 19 -104 -1.7 -1.4 -109 -] 115 16 3.4 15 5.4 3.6 23 0.7
Base chemicals =11 8.7 B.I 35 -1.1 183 4.l -1.9 5.2 -160 34 114 -84 99
Industrial gases 361 313 8.1 14 312 30.1 25 316 250 41.6 28.0 10 135 19
Agrochemicals 15 S0 55.1 155.2 1882 56.5 525 403 9.5 40.2 334 0.l 1043 42.1
Tires 141 18 5.7 5.1 18 15 83 -65 55 158 02 22158 120 13
Carbon Black 9.1 3l 6.1 88 308 152 179.0 36.1 6.8 1145 39 1318 -199 9.6
Plastic Raw Materials 1.1 189 340 SLI 55 -14.1 108 16.8 10 25.2 14. 1.1 18.5 18.1
Pharmaceutical products 50 86 53 -9 9.6 -10 -1 14 -9 5.1 -44 6.l 1.6 18
Inputs for Construction
(ement -194 133 318 240 -1.0 114 -1 214 -170 15 -164 124 98 112
Other construction materials -16.1 250 4.0 25 144 132 -l66 172 -195 116 -118 -1 -6.1 42
Base metal industries
Iron ore ni1 3 171 2140 18 8.6 12.4 120 10 10.1 212 80 na na
Crude steel 1. 15 112 124 9.6 158 18.9 170 14.1 165 194 BS 0.1 41
Hot rolled steel . 48 99 149 4.0 4l 172 5.9 -4 48 8.0 103 16 na na
Primary aluminiom 83.1 68.5 518 394 292 203 10.1 00 10 Il 26.9 5.5 28 14
Metallurgy-to-Mechanical Ind.
Hotor vehicles 615 34 6.1 121 65 -9 -3 -103 -133 -4 9.5 374 295 2335
Metallurgy-to-Mechanial exd. auto.ind ~~ -16.9 -208 18 -16.2 5.2 -185 =183 -11.5 -1646 2218 -140 33 -16.1 -122

Source: INDEC [National Institute of Siatistics and Census|
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GRAPH 1.3
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petrochemical enterprises. Manufacture of plastic raw materials
continues enjoying a period of expansive production capacity
that will be completed in March with the start up of the Mega
Plan that will imply an important jump of production. Phar-
maceutical products, in turn, show an increase in the first two
months of the year associated with higher sales to the domestic

and external markets.

Production of plastic manufactures, in turn, does not
show significant changes in February (-0.1%). In March, aline
of beer would be launched with plastic bottle, which is expect-
ed to have a favorable effect, since other demanding sectors
such as construction and the automortive sectors’ activity is low.
Manufacture of tires (32%) is characterized by fluctuations
associated to the behavior of external trade, given that the do-
mestic market is undergoing a fall of economic activity and the
growing competition of imported products in the segment of

replacement.

Production of non metal minerals continues stagnant.
Manufacture of cement (-9.8%), glass (-19.5%) and other in-
puts (-6.7%) has less purchase orders from the private and
public sectors. Among the latter, the projects related to the

Federal Infrastructure Plan are delayed.

Basic meral industries decreased their growth pace in
January and even more so in February. Production of steel re-
mained practically without variation in February (0.1%), and
primary aluminum fell 2.8% in that month, but both show
positive variation rates in the two months that have less num-

ber of working days.

Production of automotives decreased 29.5% year-on-
year in the month, and the fall was greater in the two month
period (-33.5%) due to the contraction undergone by internal

demand and thar it cannot be set off by the remarkable increase

of exports.

The rest of the metal mechanical industry was also
affected by the fall of internal demand of a varied set of
machinery and equipment, since investments in capital goods
are undergoing an uncertain internal mood and a strong

competition of imports.

I1.4 Public Services Statistics. February 2001

The Public Services Synthetic Indicator continues
increasing. In February, growth amounted to 5% year-on-
year (Table 1.13 and Graphs 1.5 and 1.6) and the compar-
ison with the previous month, seasonally adjusted, also in-
dicates a positive variation of 1.2%. The main rises still
belong to the telephone area, this month almost exclusively
there. The steepest falls corresponded to transport, both

passengers and cargo.

In the energy sectors there was a smaller impulse than
in prior months. Net Generation of electric energy grew
1.6% year-on-year, and production of natural gas reduced
4.7%. In turn, water delivered to the net in the Federal
Capital and Greater Buenos Aires by Aguas Argentinas S.A.
increased slightly (0.2%j.

As for passenger transport, most showed a decrease
in the use of the service. The one that fell the most the
previous year was interurban railway (-10.1%), whose drop
lasted during January and February (-17.3 and 17.9% re-
spectively), due to the lower quantity of public in the prov-
ince of Buenos Aires and the suspension of the service in the
province of Tucumdn in February 2000. There was also a
decrease of local national air transport (-7.6% in February),

although the same did not apply for international transport
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TABLE 1.13
Changes in Public Services

Year-on-year percentage variation

Type ol“ Service n-row Aprwl Hnyoﬂ Jun 00/ ]ulﬂﬂ‘ Augow Sep 001 MW llov W Deew 2000! hu 01/ Feb 01/

Mar99 Apr99 May99 Jun99 Jul99 Aug99 Sep 99 Oct 99 Nov 99 Dec99 1999 Jan 00 Feb 00
Gel‘lerll indicator of publil: uﬂ'lu! . 2,8 7 59 1.7 7.5 8,7 9.7 9.9 86 8,1 7.1 74 5,0
Net electric power generated ; 5 49 8l 68 91 167 101 35 05 11 11 95 4] 14
Natural gas production o s 44 14 8l 50 37 10 89 -6 -4 6.0 58 2 47
Water delivered to the grid (lgu lrg. ﬂ](i) S 16 21 14 2l 43 04 05 -5 ‘15 13 0 0.1 02
Urban traing (transported passengens) (2) : o 14 13 24 -1l -1.0 16 -l 08 54 6.2 01 24 4.4
Interurban trains (transported pasiengen) i -4 126 31 65 <178 100 177 254 280 155 -0l A3 -8
Subway Metrovias (transported passengens) -1l 43 11 18 05 53 pa| 39 44 54 0.6 19 58
Hetrapelitan buses (transported. pasengen) (3) : -1 5.9 11 59 31 -13 4.4 52 -104 13 48 5.1 -4
Cmmuluphq(lmmd pmum} (!} 58 -19 40 18 -9 -102 87 38 REN DX 49 183 -16
Trains (transported cargo) i 5.1 98 158 153 -2 85 -14.1 5.8 104 210 -10 14 13
Commercal airplanes (transported cargo) (4} 614 630 64.6 436 263 453 133 313 212 43 192 40 -1
Tolls o national highways (num. of passing uhdes by ang) (RN 11 18 03 2l 07 02 38 EY 08 05 15 34
Basic telephene service (No.of srban call) = 00 46 5.1 37 49 15 0.6 33 14 19 07 {02 13
Basic telephone service (No.af Tines in service) - : 30 31 45 51 61 19 81 90 9.l 93 6.0 92 92
Cellular telephone service - Sets in operation. 60.1 59.6 58.9 5B.6 54.9 588 55.5 532 491 4.1 448 449 411

(1) Aguas Argentinas services the Federal Capital and the following districts of the Greater Buenos: A. Brown, Avellaneda, E.Echeverria, Gral.San Martin,
La Maranza, Lanis, L. de Zamora, Mordén. San Fernando, San Isidro, Tres de Febrero, Tigre and Vicente Lope:
(2) Includes the following companies: Trenes de Bs. As $.A., Transportes Metropelitanos Gral. Roca S.A., Memrovias S.A., Transportes Metropolitanos Gral.
Martin SA, Ferrovias 5.A.C., Transportes Metropolitanos Belgrano Sur 5.A, Tren de la Costa S.A.
(3) Includes buses that cover the Federal Capital: those that begin their routes in the Federal Capital,
and other areas of Grealer Buenos Aires and those that cover middle distance journeys.
(4} Only domestic flighls of national companies were considered
(5) Covers the following concessionaires: Semacar 5.A., Caminos del Oeste 5.A., Nuevas Rutas SACV. Covico UTE, Servicios Viales 5.A.,
Covinorte S.A., Covicentro S.A., Concanor S.A., Virgen de Itati S.A., Rutas del Valle S.A., Camino del Apra SACV, Caminos del Apra SACV,
Caminos del Rio Uruguay S.A. and Red Viai Centro S.A. Since March 16, 1997 it also operates SVI Cipoleni-Neuquén UTE
Sources: Undersecretariat of Energy, Undersecretariat of Fuels. Secretariat of Public Works, National Regulatory Commiitee for Passenger Transportation,
INDEC Survey, National Bureau of Transporiation by Airplanes, Conrral Body for Road Concessions,
Province of Buenos Aires Highway Authority - Concession Office, National Commine of Communications,

that grew 10.5%. As for metropolitan automotive trans-  transported by the urban railway system also decreased
port, the downward trend appears for the fifth consecu-  for all lines (-6.4%), as well as those that use the subway

tive year (-9.4%). In the month analyzed, passengers  (-5.8%).
GRAPH 1.5
General Indicaror for Public Services
YoY Percentage Variations

24

16 -

0
J5d M S JSM SJ6M SJ7M SJ8M SJOM S JoM S ol




ECONOMIC ACTIVITY

General Indicator for Public Services

GRAPH 1.6
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As for cargo transport, there were falls in its differ-
ent modalities. While in 2000 the railway cargo decreased
7%, the domestic air transport increased 39.2%. Now,
in February they both fell, commercial air transport fell
22.1% and railway transport dropped 7.3%. It is worth
pointing out that the international air cargo of nation-
al airplanes experienced an increase of 13.2% consis-

tent with the increase of exports.

Total vehicles going through tolls in national

highways decreased 3.4% in February, for all the types

T T T T T T T T T T T
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of vehicles. Circulation also reduced in the province of

Buenos Aires and in the access tolls to the city of Buenos

Aires.

The telephone services continue being the one
showing the highest increase. Lines in service grew 9.2%
and public telephones, 4.3%. Nevertheless, the num-
ber of urban telephone calls decreased 2.3%, the rise of
new cellular phones in the month (41.7%) increases the
number of equipments to 6,400,848 units, 80% of the

lines is services of the basic telephone system.
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Domestic Fixed Investment

' quarter of 2000, the preliminary estimation of
the ross Domestic Fixed Investment (GDFI), measured at
1993 prices, indicated a new fall, the ninth consecutive one.
The negative variation recorded (-10.8% year-on-year) was
the result of the drop of its two main components: construc-

tion (-12.1%) and durable equipment (-8.9%) (Table 2.1).

At the end of the year, the deterioration of Invest-
ment amounted to 8.3%, originated by 8.5% and 8% de-
clines of the above mentioned components. While in the
first two quarters of the year imported equipment suffered

greater drops, in the second half, it was the time for national

GRAPH 2.1

equipment and machinery, as the Trade-in Plan finished and
given the fall of imported capital goods prices. This behav-
ior deepened with the reduction of tariffs for the import of
capital goods established in the second quarter and the en-
forcement of a regime for the import of goods for large In-
vestment projects’ . Consequently, in the last quarrer, there
was a strong fall of Investment in national equipment, of
16.5%, whereas the incorporation of imported material de-

creased considerably less (-1.8%).

However, in seasonally adjusted figures, total varia-

tion with respect to the previous quarter showed a 0.8%

Gross Domestic Fixed Investment at 1993 prices

Year-over-year Percentage Variations
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L' Both measures were implemented through Resolutions 255/00 and 256/00 of the Ministry of Finance.
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TABLE 2.1
Gross Domestic Fixed Investment at 1993 prices (1)
A. In million Pesos
1999 ; 2000
Category 1Q inQ maqe 1IvQ Year 1Q ne maq IvQ Year
GROSS DOMESTIC INVESTMENT 47,773.0 52,116.0 55,056.0 57,129.1 53,018.6 46559.4 48251.9 48,7648 50,978.0 48,638.0
Durable production equipment 19,321.0 21,1344 23,798.6 23,742.6 21,999.1 187648 19,572.0 20,996.0 21,633.0 20,241.0

-ational 89260 97634 109174 114825 102722 8,960 93887 9.231.0 9.591.0 92940
-Imported 10,395.0 113710 128812 122602 117269 9.804.6 10,1833 11,759.0 12,0420 10,947.0
Machinery and Equipment 13,543.5 13,882.5 14,904.6 158653 14,549.0 na. n.a. n.a. na. n.a.
-National (2) : 6,154.0 62600 407017 67520 63344 na na na na na
-|mported 71895 76225 88329 91133 82l46 na na na na na
Transport Material 5.777.2 7,251.9 88940 78773 74501 n.a. n.a. n.a. n.a. n.a.
-National L6715 35034 48457 41305 39318 na na na na na
-Imported 3,108 37485 40483 30469 35123 na na na na na
_Construction (3] 28,452.0 30,982.1 31,257.9 33,386.5 31,019.6 27,7945 28,679.9 27,768.8  29,345.0 28,397.0

B. Percentage variation z'amparefz' with same pf.’rz'ad' previous year

1999 2000
Category 1Q 1nQ 1 Q vQ Year IQ nQ nma Vo Year
GROSS DOMESTIC INVESTMENT -16.3 -16.9 -12.5 -5.5 -12.8 -2.5 -14 -4 -10.8 -8.3
Durable production equipment -20.9 -22.7 -8.8 -1.9 -13.8 -2.9 -14 -11.8 -8.9 -8.0
~National 176 224 48 19 -7 04 -38 -154 -165 95
-Imported 134 219 471 59 -155 51 -104 41 -18 4.1
Machinery and Equipment -19.4 2223 -10.8 -3.7 -14.2 n.a. na. na. na. na.
-National (2) -150 -3 118 -85 -113 na na na na na
-imported 129 -11.8 -1.2 02 -7 na na na na na
Transport Material -24.3 -23.3 -52 2.0 -12.8 n.a. na. na. n.a. n.a.
-Hational -23.1 -21.0 153 2.1 09 na na na na na
-Imported <153 154 -21.8 -102 -132 na na na na na
Construction (3) -12.8 -124  -15.1 279 -2l -2.3 74 -11.2 -12.1 -8.5

(I).- Includes VAT
(2).- Includes manufacture of Durable equipment independently produced
(3).- Includes mining exploration

Source: National Bureau of National Accounis

rise, which is the result of the trend seen in the quarter-on-  ment 19.1% (the lowest since 1993) and imported equipment

quarter variations that have softened the fall. Evenmoreso,in  22.5%.

the last two quarters, they evidence investment increases for

The ratio GDFI/GDP at constant values of 1993 re-

imported equipment and, in the cases of the construction and

covered again in the fourth quarter, being 18.3%, after having

national equipment, their variation has been upward or nil,

been at it lowest (with respect to the current accounts’ base year,

1993) in the second quarter (Graph 2.2).

respectively, in the fourth quarter.

As a consequence of the diverse behavior in the two

Measured at current values, in the fourth quarter of
2000, Investment amounted to $ 46,838 millions (Table 2.2),
which represents 16.2% of current GDP. Said ratio is 0.2

semesters of 2000, the different components of Investment do
not show a significant change of participation from one year to

the other. Thus, construction absorbed 58.4%, national equip-
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GRAPH 2.2
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percentage points higher than its average participation of
the year. The difference with the measure at constant values
accounts for the behavior shown by implicit prices, which
decreased with respect to 1993 (-8.1%) and, instead, GDP’s
grew 3.5%. In the last quarter, prices of total Investment
dropped 3.3%, as a result of the 3.6% fall of equipment and

2.9% of construction? (Graph 2.3). In the period, the

GRAPH 2.3

trend of higher decline of imported equipment than of na-
tional equipment (-4.7% and —1.6%, respectively) contin-

ued.

As regards the financing of Investment with national
and external savings® , in 2000, there was a greater fall of exter-
nal financing (-24.8%) with respect to the previous year (table

Gross Domestic Fixed Investment
1elpplicit prices. Index 1993=100
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It is worth mentioning that, different from other price indexes, the ones corresponding to GDP's implicit prices are moving weights, so variations for
Periads other than the base year could be distorted by the changes in the physical goods basket.

External savings equals the current account balance of the Balance of Payments, so national savings are calculated as the difference between the value of

Gross Domestic Fixed Investment and external savings.
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TABLE 2.2
GROSS DOMESTIC FIXED INVESTMENT (1)
Million of current Pesos

: 1999 _ 2000
Category 1Q 1neQ 1o v o Year 1Q 1nQ 1nao Iy o Year
GROSS DOMESTIC INVESTMENT 46,523 49,718 52,019 54,256 50,629 44,608 45804 45228 46,838 45,620
Durable production equipment 18,200 19,225 21,489 21,460 20,094 17,144 16,983 18,381 18,851 17,840
-National 8,692 9346 10,337 10,852 9,807 8.556 8410 8.671 8,921 8,642
-Imported 9,508 9.880 11,152 10,608 10,287 8,588 8,564 9.710 9.930 9,198
Machinery and Equipment 12,933 12,765 13,472 14,330 13,375 n.a. n.a. n.a. n.a. na.
-National (2) 6,143 6,063 5,180 6393 6,095 n.a n.a. na n.a. na
-Imported 6,190 6,101 1,692 1,937 1,180 na. na n.a na n.a
Transport Material 5,267 6,460 8,017 7,130 6,718 n.a. n.a. n.a. n.a. n.a.
-National 1549 3.182 4557 4,458 311 na. na na. na n.a.
-Imported 1718 3,m 3,460 1,671 3,007 n.a. n.a. n.a na n.a
Construction (3) 28,323 30,492 30,530 32,796 30,535 27,464 28,821 26,847 27,987 27,780

(1).- Includes VAT

(2).- Includes manufacture of Durable equipment independently produced

(3).- Includes mining exploration

Source: National Bureau of National Accounts

2.3) . Nevertheless, its proportion in terms of GDP (3.3%)
turned out to be higher than in 1995-1996, affected by the
“tequila” crisis. National savings, in turn, in spite of reducing
less than the external one (-5%) is, measured in terms of out-
put, is at its lowest of the period started in 1993 with the GDP
base change (12.7%).

Construction

Construction accelerated a litele its fall in the
fourth quarter of 2000. The deterioration in real terms
was 12.1% and, given that each of investment’s compo-
nents recorded price decreases, at current values, the fall
amounted to 14.7%. The sales in the domestic market
of the main inputs, in general, showed majority of drops.
Nevertheless, mortgage loans granted continued mov-

ing upwards.

During the quarter, the seamless pipes sector, which
reacts to a specific market such as services related to the oil
industry, was again the exception to the decline in the sales of
construction materials (almost 60% increase in the quarter and
the year). Within the rest, only glass for construction has
experienced a higher demand (6.5% and 1.7% p.a.). Cement
and asphalt dispatches reduced 14.7% and 25.5%, respective-
ly, as well as rebar production (-16.2%), ceramics, floors and

coatings (-17.9%) and paints (-1.7%).

For the third consecutive quarter, the market of mort-
gage loans* (Table 2.4) showed a year-on-year recovery of
dollar loans, in contrast with the strong fall of peso mortgage
loans and non-mortgage loans. Total new mortgage loans grew
19.5% year-on-year due to the increase of those denominated
in dollars (29%), since those in pesos continued with a consid-
erable reduction (-48.6%). Thus, the farmer’s participation

amounted to 95% of total loans granted in the quarter. In

* The source of information is the survey implemented by the BCRA through Com. “A™ 2097, that since June 1993 gathers statistics about lending interest

rates by type of transaction and about monthly transactions amounts.
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TABLE 2.3
Savings - Investment

In % af GDP

Gross Domestic External National Gross

Fixed Investment Savings (1) Savings

1993 - 19.06 3.38 15.67
| 17.71 332 1439
Il 18.36 2.04 16.32
1 19.69 3.60 16.09
¥ 2026 453 15.73
1994 19.94 4.25 15.69
| 19.21 5.90 1331
Il 1951 3.14 1637
1 20.50 403 1647
|} 2045 4.12 1633
1995 17.94 1.91 16.02
| 18.90 415 14.75
1] 17.38 -0.40 17.78
] 17.96 |.58 16.38
|} 17.56 141 15.15
1996 18.08 2.38 15.71
| 17.12 352 13.59
] 1736 0.59 16.77
]l 18.86 118 16.58
|} 18.90 33 15.67
1997 19.37 4.11 15.26
| 18.00 448 13.52

1l 18.90 261 1623
1]l 1997 439 15.59
1Y 2047 493 15.54
1998 19.93 4.88 15.05
| 20.00 6.35 13.65
1] 19.68 3.36 16.32
1l 20.16 491 15.25
¥ 19.92 507 14,85
1999 17.87 4.39 13.48
| 1721 5317 |1.84

Il ' 17.30 185 14.45
1] = 18.28 418 13.50
v 18.66 463 14,03
2000 16.00 3.28 12.72
) 1637 411 11.65
I 15.64 2.01 13.63
i 15.82 339 1243
v 16.21 3.12 13.09

(1) Corresponds to the annualized balance of the Balance of Payments'
current account.
Source: Secretariat of Economic Policy

January 2001, this behavior deepened, with a new increase of  rest showed moderate increases.
mortgage dollar loans and falls in the other forms of financings.
The stock of mortgage loans also reflected this trend,
Variations of credit demand were consistent with the  given the 2.7% increase (in both currencies) with respect to Sep-
evolution followed by interest rates in the period. Whereas  tember, allowed for a level of $ 17,034.6 millions at the end of

those applied to mortgage transactions in dollars decreased, the 2000, whereas total loans declined 1.1%. Thus, mortgage loans

5
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TABLE 2.4

Construction Investment Indicators (1)
Domestic Marker Sales

Viriation in relation to same pc'rzoa’ previous year

1999 : 2000

il lo 1Q WMQ IVQ Year 1Q HQ MQ IVQ Year
Cement 99 28 Al L1 -39 253 <15 o141 -les
Glass 204 23 54 06 <120 95 S0 38 65 17
Iron rod for concrete (2) 207 183 38 31 a9 138 29 59 62 T8
Seamless pipes 490 357 384 42 314 428 S18 181 S92 598
Paint (2) : 33 98 S8 3 2 40 60 -1 02
Asphalt 318 210 -198 13 .49 119 09 88 255 -16]
Ceramics, floors and facings (2) -1.2 -1.0 -12.0 35 -4.9 35 -15.2 -11.5 -11.9 -12.7

(1) Estimations subject to review
(2) Production data.
Source: Secretariat of Economic Policy
TABLE 2.5
Total and Mortgage Loans Granted (1)

Year-over-year percentage variations

Period Mortgage Loans Total Loans
Pesos Dollars Total Pesos Dollars Total
o -15 674 49.6 59 16.7 9.1
1] ' -313 1.0 33 32 10.0 53
1995 ] -24.1 -33.9 -32.5 -15.8 -3.8 -12.1
I =150 -18.1 -17.6 -6 111 6.0
Il 211 -49.8 -45.1 -16.6 -12.1 -15.5
i -40.1 445 418 106 -0 -18.9
v -17.0 -20.1 -19.7 DIl -138 -18.7
1996 -27.4 42.6 31.2 -5.7 -2.3 -4.6
B -35.9 -0.1 -b4 105 119 2213
1l 168 114 558 -6.0 11 -4
| 313 10.0 539 38 1i 5.0
1} <122 369 308 30 8.9 5.0
1997 59.0 19.7 23.2 254 6.5 18.8
I : 274 334 26.1 163 08 105
il 448 19.6 210 1.1 83 16.8
il 1447 10.1 194 312 36 120
Hi 87.1 0.1 5.1 311 142 250
1998 -14.9 0.0 -1.8 13.3 17.7 14.7
| 540 193 1.7 18.1 307 189
] -1 18 11 17.6 103 18.3
1 -18.7 14 13 8.7 2138 133
i 318 2219 -3 1.8 8.7 40
1999 -17.4 -29.3 -28.1 -4.1 0.0 -2.8
| S 314 -29.1 -6. 13.1 0.0
] -308 319 321 6.5 0.7 4.1
1 2314 312 111 -13 -8 -18
IV -84 -19.0 -178 03 -10.1 3.6
2000 -45.5 17.4 10.1 -11.6 -16.1 -13.1
1 369 6.3 99 -8.0 2129 -132
1] 412 8.7 32 95 -13.1 -10.7
1 531 347 249 -16.2 -199 174
v -48.6 29.0 19.5 -113 -1l -10.7
2001
January -36.1 39.8 33.0 9.1 4.5 -1.1

(1) Based on monthly amount granted by the overall financial system as per Com. "A" 2097.
Source: BCRA [Central Bank of Argentine Republic]




TABLE 2.6

Deeds of Conveyance Registered
at the Real Estate Register in the

city of Buenos Aires

INVESTMENT

Period  City of Buenos YoY %
Aires change
1996 91,011 n.a.
1997 103,887 14.1
1998 107,184 32
January 9.988 11
February - 6,284 15
March 1,640 174
April 8,691 103
May 8515 -04
June 9,161 134
July 9912 -1.2
August 8,939 -0.1
September 9,750 34
October 10,123 4.
November 9.131 18
December 9,050 83
1999 93,821 -12.5
January 8.606 -138
February 5,544 -11.8
March 7,089 -12
April 6,974 -198
May 6,963 -182
June 1,885 -139
July 8,793 -113
August 1920 -114
September 842l -13.6
October 8,176 -19.2
November 8,176 -10.5
December 9,274 15
2000 90,625 -3.4
January 1,984 -12
February 5911 66
March 1,151 09
April 6,627 -5.0
May 1,130 1.0
June 1,174 9.0
July 7.880 -104
August 1725 25
September 1176 11
October 8,065 -14
November 8411 30
December 8,18l -11.8
2001
January 9,185 15.0
February 5130 -3

continued gaining share over total loans, with a historical peak of
27.5%, and by type of currency, there was an apparent grear
advance of dollar ones, which represented 78.8%. Itisworth-
while to mention that, in the last quarter, there was a greater

increase of mortgage loans not meant for housing®.

The number of deeds of conveyance recorded ar the
Real Estate Register in the City of Buenos Aires decreased again
in the fourth quarter of the year (-3.7% ycar-on-year) and, con-
sequently, accumulated a 3.4% drop in the year. However, in the
first two months of 2001, there was a growth (concentrated in

January) that amounted to 7.3% year-on-year (Table 2.6).

In the fourth quartzr, private works building permits® ex-
perienced an increase (11.5%) after eight consecutive quarters of
falls (Table 2.7). However, available information corresponding to
the first two months discourages the hypothesis of a significant
sector reactivation, since the fall recorded was 0.9%. The Syntheric
Indicator On Construction Activity (SICA) published by the IN-
DEC continued showing dedines in January and February (-1.2%
and —7.7%, respectively) with respect to the same months of the

previous year.

Expectations for March 2001 (contained in the Qualita-
tive Survey on Construction) reflect a diverse behavior. In the
private sector, the proportion of negative opinions prevailed over
positive ones with regards to economic activity and personnel
employed, while in the sector related to public works, the opin-
ion was the opposite in relation to economic activity, but they

coincided as regards the reduction of personnel.

National Production of Durable Equipment

Investment in national production equipment under-

gone astrong decline in the fourth quarter of 2000, at constant

S At the end of December 2000, 63.3% of the stock of mortgage loans is granted for housing projects.

6 The area to be built recorded by permits for private works is surveyed from a representative list of 42 municipalities distributed along the national territory.




INVESTMENT

TABLE 2.7
Area to be built by Building Permits (1)

Period Building area YoY %
in m2 change
1993 5,696,145 n.a.
| 1,232,760 na
I . 1,259.970 na
n o 1,594,332 na.
ZF 1,609,083 na.
1994  7,892210 38.6
| 1,512,481 1.1
i 1,758,226 395
HE = 1,236258 403
VR 1,385,245 48.2
1995 6,141,409 322
P 1,870,199 137
1i 1,541,361 -123
11} _ 1,408,866 310
Iv 1,320,983 446
1996 5,982,389 2.6
I 1,433,526 233
1 1,240,977 195
1} 1,688,852 19.9
v 1,619,034 126
1997 6,910,356 15.5
I 1,251,144 27
Il 1,652,845 332
1 1,746,518 34
IV 1,259,849 396
1998 7,792,758 12.8
| : 1,887,870 509
Il 1.961,494 18.7
n 1,955,386 12.0
v 1,988,008 -12.0
1999 6,532,864 -16.2
| ; 1,559,140 -174
I - 1,546,624 212
11} - 1.826,195 6.4
Iv 1,600,905 _-1958
2000 6,267,706 -4.1
I 1,294,065 -17.0
I 1428127 & 5]
il 1,760,424 34
v : 1,785,090 15
2001
January 314,824 -212
February 470,230 204

(1) For private works within a list of 42 representative municij
Includes new buildings and expansions.
Source: INDEC [National Institute of Statistics and Census]

values (-16.5%) and even more so at current values (-17.8%).

Automobiles In the fourth quarter, sales to the domestic
market of national automobiles continued falling strongly both
in the case of cars (-47.7%) and vans (-34.4%) and cargo and
passenger vehicles (-27.1%). In January-February 2001, sales
remained depressed, both in the case of domestic as well as

imported material.

Imported Durable Equipment

In the fourth quarter of 2000, Investment in imported
capital goods, measured at 1993 prices, decreased 1.8% with
respect to the same period of the previous year. The sameasin
previous quarters, at current values, the variation was larger (-

6.4%) basically due to the fall of international prices.

External purchases of equipment in the quarter amount-
ed to U$S 1,590.5 millions, 6.2% lower than in 1999. For
the year, the fall amounted to 12.2%, whereas total imports
decreased 1.4%, so the former'’s share was 23.6%, 2.9 percent-

age points lower than in 1999 (Graph 2.4).

Tables 2.9 and 2.10 provide detailed imports, at cur-
rent values, of capital goods broken down by destination, cor-
responding to 1999 and 20007. The following conclusions

can be drawn from them:

- total imports of capital goods, at current prices and at
CIF value decreased 12.4% year-on-year, a percentage that
implies a softer fall than the one recorded the previous year,

which had amounted to 20.6%.

- the sub-set of sectors accounting for 71.7% of the
share reduced purchases of imported equipment. The contri-

bution to the general fall concentrated in transport ( from the

7 The figures corresponding to 2000 (U$S 5,910.1 millions) do not coincide with the press release prepared by the INDEC (U$S 5,923.9 millions) because
it takes into account only the data received up to then, whereas in the press release mentioned the information lacking is estimated.

2



INVESTMENT

GRAPH 2.4
Imports of capital goods and other imports
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TABLE 2.8
Some Investment Indicators in Nartional Transport Equipment (1)
Sales into Domestic Market
Percentage f/mnge on same perzod af prewom year
' e e g
- MQ IVQ VYear 10Q Q IVQ Year
Cars. -35.5 324 9.0 448 -6. 54.1 45 318 41.7 -149
Yas o 21 14 833 597 390 4B 12 368 344 -110
Trucks and Buses 268 11 02 87 -l15 56 144 364 211 119

(1) Estimates subject to review

Source: Secretariat of Economic Policy on data from ADEFA

12.4% fall, 10.1 points correspond to this category), construc-
tion (3.4 points) and manufacturing industry (2.7 points).
Communications counterbalanced with a positive contribu-
tion of 5.2 points, thanks to the expansion showed by its activ-
ity level, as well as in particular cases of categories with a vety
low share such as Mining, Research and Other without classifi-

cation.

- the sector with the highest importance, manufactur-
ing industry, reduced imports of equipment by 9.7%, and
thus its participation within the total grew slightly, up to 28.5%.

As for the items, drops prevailed. The steepest, within the most
significant products by imported value, corresponded to ma-
chines and devices for treating materials that involve changes in
temperature (-56.8%), machine and devices for filtering and
purifying liquids or gases (-24.3%), wheelbarrows, forkliftsand
other devices for transporting goods (-23,9%) and machines
and devices for the rubber and artificial plastic materials indus-
try (-21.6%). However, there was a 4.3% increase in the incor-
poration of office and calculation equipment, which represent-
ed up to 14% of the imports made by the industry.




- as for Agriculture, there continues to be a reduction of
purchases (-21.5%) that determines the greatest sector fall as
compared to 1998 (-68.9%). Among the most traded prod-
ucts, there stand out the falls of imports of combines (-30.4%)
and other harvesting machines (-46%). In turn, acquisitions

of wheel tractors grew (9.8%).

- Transport and Construction recorded the steepest falls
with respect to the previous year. In the case of the former, the
contraction amounted to 41.3% and was basically the result
of lower incorporation of airplanes of more than 15,000 Kg
(-56.6%) and of motor vehicles for the transportation of goods
or materials (-28.8%). As for Construction (-40.3%), the
greatest adjustments were seen in items such as pumps and air
and other gases compressors (-41,5%), self-propelled shovels
and excavators (-70.9%), and graders, angular earth movers

and scrapers (-73.6%).

- the Electricity, gas and water sector, achieved a slight
increase of participation within total purchases, since its reduc-
tion was lower than the one over purchases. Imports of the

sector tended to be concentrated on static converters, I'CCtiﬁel'S

TABLE 2.9
Imports of Capital Goods by Sector (1)

INVESTMENT

and office and calculation equipment, whereas instruments and
devices for measuring, testing or monitoring gas flows were less

demanded than the previous year (-14.1%).

- the same happened with Trade Banking and In-
surance. Within this category, there were also reduction in
products with little weight and an advance in office and

calculation equipment.

- the drop detected in the area of Health (-11.9%) was
apparent in lower purchases of various items, specially X-rays
based devices (-52%) but, at the same time, there was an in-
creased demand of medial, surgery and veterinary instruments

and devices (2%).

- the Communications sector continues recording a re-
markable increase of external purchases (29.6%), which de-
rived in an increase of its participation to 26% of the total.
This rise was mainly the result of two items, television, radio,
radiotelegraph and radiotelephone transmitters and transmit-
ters-receivers, which grew 53.4% and obtained a share of 15.6%

of total imported capital goods, and electric devices for wire

1999 2000 % Change

USS '000s  Share % US$ '000s  Share %  2000/99
Total Imports 6,748,017 100.0 5,910,119 100.0 -12.4
Agriculture - 130,748 19 102,666 11 215
Manufacturing Industry 1,863,179 1.6 1,681,198 185 91
Electricity, gas and water 458,909 68 431301 13 6.0
Construction 565,894 8.4 337961 51 403
Transport - 1,643.513 244 964.128 163 413
Trade, banking and insurance 577,158 8.6 542,189 9.2 6.1
Communications 1,187,241 17.6 1,538,710 26.0 9.6
Health ' 198,059 29 174,395 30 119
Research 39,107 06 39,686 01 15
Mining 24,438 04 34,068 06 394
Unclassified activities 59,768 0.9 62,615 Il 48

(1) Estimates subject to review

Source: Secretariat of Economic Policy on the basis of data from the INDEC
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telephone and telegraph, which rose 28.6%.

- the increase in the incorporation of imported equip-
ment by the Mining category (39.4%) deserves some high-

light, since, although volume is small, there was an increase of

purchases of machines and devices for grinding and breaking
up earth, stones, ore or other solid minerals by US$ 10 millions.
In turn, demand of Research grew moderately (1.5%) thanks
to Investment in office and calculation equipment and unspec-

ified machinery.
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TABLE 2.10
Imports of Capital Goods
US§ 000s
1999 2000 Yar. 00/99
Amount Share % Amount Share %
General Total 6,748,017 100.00 5,910,119 100.00 -12.4
Agriculture 130,748 1.94 102,666 1.74 -21.5
Live cattle for breeding 244 0.00 240 0.00 -2.1
Live pig for breeding 109 0.00 0 0.00 s
Plows ! 96 0.00 8l 0.00 -16.0
Sowers, planters, transplanters, fertilizer hoppers and manure spreaders 4,798 0.07 1921 0.03 -60.0
Weeders, harvesters, planers and graders 565 0.01 560 0.01 09
Other agricultural and horticultural machines to cultivate or plow the
land, rollers for lawns and sports fields. 673 0.01 1,221 0.02 8l4
Reapers and threshers 16,152 0.54 25,158 0.43 -304
Other harvesters and threshers, reapers (except lawn mowers) straw 19238
and feed presses. ’ 0.29 10,396 0.18 -46.0
Winnowers and other machines for cleaning seeds or dry legumes and
graders for eges, fruit and other agricultural produce 6.447 0.10 5,125 0.10 -112
Milking machines ' 475 0.01 39 0.00 918
Other unspecified dairy machines 5,949 0.09 1,124 0.02 -194
Other machines for agriculture, horticulture, awculture and apiculture 9,133 0.14 6,334 0.11 -30.6
Wheeled tractors 31,790 047 34,897 0.59 98
Unspecified office and calculation equipment and machines. 9,023 0.13 9.408 0.16 43
Hand tools 907 0.01 930 0.02 15
Aspirating, centrifugal and liquid-raising pumps 4312 0.06 3,967 0.07 -8.0
Generators with internal combustion engines w/piston 837 0.01 566 0.01 313
Manufacturing Industry 1,863,179 27.61 1,681,798 28.46 -9.7
Hand-held saws (non-mechanical) and hand and mechanic saw blades. 1,436 0.02 1,331 0.02 13
Hand tools, soldering lamps, anvils, hand presses, etc. 15,231 023 13,957 0.24 -84
Other types of steam ar vapor boilers (except for central heating). 53,610 079 41,182 0.12 21
Auxiliary machinery for boilers, condensers for steam generators and
engines 1538 0.05 826 0.01 -16.7
Parts and pieces, unspecified, for steam turbines 1,011 0.0l 65 0.00 9346
Internal combustion engines 12,890 0.19 14459 0.24 122
Direct current generators and engines 14515 0.22 15,139 0.26 43
Electric engines except those with direct current 51,804 017 53,804 0.91 39
Alternating current generators ! 1,213 0.02 131 0.02 8.0
Other power generators 5,026 0.07 99.028 .68 1870.1
Presses and other machines used in tﬁe wine, cider, and other fruit
industry to extract juices, 6,744 0.10 1719 0.05 -59.7
Sewing machines. 10,702 0.6 9,142 0.16 9.0
Machines and devices for yaming synthetic and artificial textile
‘materials. 3812 0.06 1,895 0.03 -50.3
Unspecified machines and devices to manufacture synlh!nc and
artificial textile materials. 5112 0.08 4,674 0.08 8.6
Machines for yarning and twisting textile materials, winding machines ’
(including striped) and winding textile mztemh. 5714 0.08 14,529 0.25 1543
Looms 5617 0.08 2391 0.04 574

8
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TABLE 2.10
Imports of Capital Goods
USS '000s

1999 - : 2000 Yar. 00/99
: e i : 3 Amount Share % Amount - Share % e,
Knitting machines ' o 14488 02 13.979 024 35
Hachines to make knitted falmc. luﬂel. :mbm&cq lace, splnnmg
machines and devices 1,154 0.04 3497 0.06 1.0
Machines and devices for mmnfacturmg and ﬁnuhug felt mtiudmg Im
making machines and molds : : 98 0.00 3,528 0.06 3488.1
Industrial dryers (except subgroups 1416 and 1435) e 1,453 0.02 1,295 0.02 -10.9
Machines for washing, cleaning, dmng. bleaching, dyeing, mrchmg.
finishing, co;tmg of yarns and textiles, dmccs for cutting, Ioldlng and
mﬂmg up textiles, etc. - 10.708 0.16 8.942 0.15 -16.5
Unspecified machines and devices for prepanng. tanning. and worhng
leather and their parts : i 5.124 0.08 3.939 0.07 -3
Machines to manufacture cellulose pasle 9.919 0.15 1,595 0.03 -83.9
Machines to manufacture paper and cardboard 1,107 0.03 Bl 0.01 525
Machines and devices to work paper paste, paper, cardboard, mcludmg
cutters of all types : 19,874 0.29 13,931 0.24 -29.9
Hachines for casting and tnmpﬂilng print type, machines, devices and
‘materials for stenotype clichés and devices : 4714 0.07 3,633 0.06 119
Other printing machines. : 1,258 0.11 10,408 0.18 434
Auxiliary printing machines 4889 0.07 1323 0.02 -12.9
Bookbinding machines and devices 15,644 0.23 5.012 0.08 -68.0
Milling machines and others for treating cereals and dry Iegumes
excluding rural machines 1,760 0.03 1,431 0.02 -18.7
Machines and mechanical devices for greases, animal and vegetable oils 1,211 0.02 1,261 0.02 -13

Unspecified machines and devices used in the beverage and food
industry: confectionery, bakery, pastas, chocolate, meat, fish, legumes
processing and or the sugar and brewing industry 26,950 0.40 17,199 0.46 0.9
Machines and tools for working stone, ceramic products, concrete,
fibrocement, and other analogous mineral materials and for cold-

working glass 4.634 0.07 4358 0.07 5.9
Hachines and devices for working cork, wood, bone, ebony, artificial
plastic material, and other analogous hard materials ; 10,663 031 11,797 0.20 419

Machines and devices to agglomerate, mold or shape solid mineral fuels,

ceramic pastes, cement, plaster or other minerals in powder or paste 1811 0.04 1,853 0.03 -35.58
Machines to work with glass, assemble bulbs, fluorescent famps and

electric, electronic or similar valves, and their parts (unspecified). 990 0.01 5443 0.09 449.1
Machines and mechanical devices for the rubber and artificial plasm

industry - 69.455 1.03 54,485 0.92 216
Unspecified machines and devices for the tohaccn industry 1,146 0.03 2,174 0.04 -3
Machines and mechanical devices to treat timber. 10,619 0.16 1,124 0.03 -83.8
Machines and mechanical devices to treat metals or metal carbides 5,098 0.08 1,383 0.02 119
Other unspecified machines and mechanical devices with spma]

functions 85438 1.7 89.513 151 48
Parts and pieces of machines to process rubber or plastic. 1,758 0.03 823 0.01 -53.2
Machine-tool to work materials by removal : 860 0.01 1,408 0.02 63.8
Machines and tools for working metals and metal carbides. : 1,606 0.02 1,271 0.02 -10.9
Machines for milling cogwheels o : 1158 0.03 1,072 0.02 SYR
Metal-working lathes ; = L 11,758 0.17 8,461 0.14 -18.0

Routers and gougers : : 4411 0.07 2,901 0.05 31,0
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TABLE 2

Imports of Capital Goods

USS '000s

1999 _ ' 2000 Var. 00/99
. Amount Share % Amount Share % %

‘Perforators and drills for working metals 1,448 0.02 1,327 0.02 -83
Saws for metals. : - 1,607 0.04 1,582 0.04 0.9
Threaders and machines for cutting screws 31 0.00 I 0.00 911
Sharpeners, filers, polishers and grinders 811 0.01 1,880 0.05 255.1
Machines for forging and stamping metals 1,507 0.11 5366 0.09 185
Machines for curving, bending, straightening, conforming and working metals 1391 0.04 1,665 0.03 304
Machines for shearing, puncturing and working metals G ' 10,139 0.15 8,715 0.15 -13.9
Other presses for working metal : 9,246 0.14 8,306 0.14 -10.2
Other machine-tools for working metals or metal carbides : 1991 0.04 191 0.04 -134
Jigs, headed threadstocks : 14,296 0.21 1611 0.20 -18.8
Converters, furnaces, ingotting machines and pouring and molding machines

for foundries and metalworking shops 5517 0.08 4,087 0.07 -25.9
Laminators 5176 0.09 1,324 0.02 171
Wachines and gas devices for welding, cutting and for surface tempering and

their parts 653 0.01 946 0.02 448
Machines and electrical devices for welding 158 0.0l 303 0.01 -60.0
Industrial and laboratory electric ovens (thermal induction treatment or

through dielectric loss) and their parts 16,976 0.25 13472 0.23 -20.6
Non electrical Industrial and laboratory ovens and parts 4,175 0.06 3268 0.06 111
Refrigerators and refrigerating equipment (electric and others) excluding

domestic 12,854 0.19 12,630 0.21 -1.7
Devices for treating materials that involve change.s in temperature 67,385 1.00 63,082 1.07 -6.4
Centrifuges 171,697 154 14,249 126 -56.8
Calenders and laminators except metal laminators and machines for Iammatlng

glass, cylinders and parts : 12,184 0.18 5.91 0.09 -56.6
Machines and devices for cleaning and drying bottles or other containers 5,569 0.08 1,920 0.05 -41.6
Devices and instruments for weighing including bascules and scales to verify

manufactured pieces, excluding scales sensitive to weights lower than § cg. 76,655 I.14 15392 1.28 -6
Mechanical devices for projecting, spreading or spraying liquid or po\ndered

materials _ _ 12,870 0.19 12,095 0.20 -6.0
Automatic selfing machines 52,130 0.78 43,610 0.14 -1713
Foundry boxes, molds and cups for molten metal - 6813 0.10 6816 0.12 0.0
Tools and electro-mechanical machine-tools (motor mcorporated) for manual

use and their parts 38,739 0.57 41,520 0.70 72
Machines and electric devices with special functions 31,127 0.47 35,037 0.59 104
Other electric machines and devices with functions, gearchange and

electromagneti brakes. : ' 1 0.00 0 0.00 -
Electromagnets, permanent magnets, magnetized or not, clutches, speed change 92,592 137 92,799 1.57 0.2
Trawling and fishing boats, floating factories and ships 4815 0.07 5,855 0.10 216
Non-electrial machines and devices for mechanical testing (quality) 10,579 0.16 16.805 0.28 58.9
Office and calculation equipment and nunspecrﬁed machinery : 1,583 0.04 2401 0.04 -1.0
Hand tools : 115,572 334 235,193 3.98 43
Centrifugal pumps, aspirators and liquid raisers _ : 8,160 0.12 8367 0.14 15
Machines and devices for fitering or purifying liquids and gases 99,175 147 91230 1.54 8.0
Wheelbarrows, forklifts and other devices for transporting goods 83811 1.24 63,440 1.07 243
Generators with internal combustion piston engines _ 128,944 1.91 98,085 1.66 1319
Instruments for measurement and control 15,897 0.24 10,756 0.18 313
Deposits, cisterns, demijohns, drums, etc. : 19475 0.44 18,982 049 -7

Depaésitos, cisternas, bidones, tambores, etc. : 35,570 0.53 18471 031 -48.1
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TABLE 2.10
Imports of Capital Goods
USE 0005

Electricity, gas and water

Rotary converters

Nuclear reactors and their parts

Other machines and hydraulic engines

Gas and water gas or producer gas generators with and without
purifiers, gas acetylene generators and similar generators,unspecified
gas generator parts and pieces '

Liquid dielectric transformers

Other electric transformers

Static converters, rectifiers and rectifying devices

Self-induction reactance coils

Electric capacitors, fixed or variable

Instruments for measuring the supply and production of gas, liquids
and electricity, meters to calibrate them

Non-electric instruments and devices for measuring, testing and
controlling the flow of gases

Electronic instruments and devices for measuring or teslting electric |
Electronic instruments and devices for measuring or detecting
ionizing radiations

Office and calculating equipment and non-specified machinery
Hand tools

Centrifugal pumps, aspirators and liquid raisers

Machines and devices to filter or purify liquids and gases

Generators with internal combustion piston engines

Instruments for measurement and control

Construction

Caterpillar tractors

Mechanically-propelied rollers :

Self-propelled graders, angular earth movers and scrapers -
Mechanically-propelled shovels and excavators '

Other grading, excavating, rofling, perforating machines and earth,
ore and mineral extractors

Drilling machines (not self-propelled)

Hammers, crushers, snow-ploughs not self-propelled

Other earth moving, grading, excavating, rolling, drilling and earth
extracting machinery '
Unspecified machinery for public works, buildings or similar works
Machinery and mechanical devices for public works, construction
projects and other related works.

Lifts and skips

Pneumatic or non-electric engine tools and machine-tools

Boilers and radiators for central heating, non-electric heating their

iron and steel parts, air heaters and hot air distributors

Non-electric topographic, hydrographic, meteorological, hydrdogic"

and geophysical instruments, compasses, telemeters, etc.

1999

Amount
458,909
60
1,073
9,220

869
19,267
25,055
66,578
20,487
18,694

20,987

105,128
1,660

650
99,152
1451
14373
10,885
6,693
16,528
565,894
12,257
9.497
34,051
84,290

9,252
2813
141

5,027
4,212

264,036
15,299
24,658
11,129

1954

Share %
6.80
0.00
0.02
0.14

0.01
029
037
0.99
030
043

031

1.56
0.02

0.01
1.41
0.02
021
0.16
0.10
039
8.39
0.18
0.14
0.50
1.25

0.14
0.04
0.00

0.07
0.06

391
0.23
037
0.16

0.04

2000

Amount
431,301
15
0
98128

525
11,064
26,648
68,992
13,048
22,38

19,389

90,278
1,859

361
103,485
1,487
13222
8139
4529
16,084
337,962
3419
3.672
9003
24,503

3,091
13398
174

2218
4,191

154,560
12,730
16,782

9,528

1,029

Share %
7.30
0.00
0.00
0.17

0.01
036
045
117
0.22
038

033

1.53
0.03

0.01
1.75
0.03
0.22
0.14
0.08
0.44
5.72
0.06
0.06
0.15
041

0.0
0123
0.00

0.04
0.07

.62

0.22
0.28

0.16

003

Yar. 00/99
%
-6.0
-58.2

6.6

-39.6
93
64
3.6

-36.3

-11.5

-14.1
12.0

-44.5
43
15

-8.0
-143
313

-1.7

-40.3

-12.1

-61.3

-13.6

-10.9

-66.6
3763
123

-54.1
0.5

415
-16.8
319
-144

313
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TABLE 2.10
Imports of Capital Goods
US$ '000s

Drawing, plotting and calculating instruments, drawing machines, pantographs,
slide and circle rules, etc.

Instruments, devices and machines for measurement or testing

Office and calculation equipment and unspecified machinery

Hand tools

Aspiring and centrifugal pumps, liquid raisers

Machines and devices for fitering or purifying liquids and gases
Wheelbarrows, forklifts, and other devices for transporting goods
Generators with internal combustion piston engines

Controlling and measuring instruments

Tanks, cisterns, demijohns and drums

Transport

Iron and steel containers for pressurized or liquified pas

Aluminum containers for compressed or liquified gas

Cranes for ships, cranes (except cable-motor vehicles), mobile structures for
raising loads

Radio guidance, radar and radio controlled devices

Electrical devices for traffic control of railways, roads or infand waterways and
similar equipment used in ports and airports

Motor vehicles for transporting goods and materials

Buses

Motor units for hauling trailers

Trailers for transporting goeds and materials

Specially designed and equipped containers for the use of one or more means
of transport :

Other vehicles without mechanical propulsion

Electric locomotives (using accumulators or external energy)

Other locomotives and tenders.

Locomotives (not specified elsewhere); tenders

Mechanized railroad and trainway carriages and trucks.

Rolling material for maintenance of railroads.

Non-mechanized railroad freight trucks and waggons,

Accesories for railroads and tramways. 2
Helicopters '

Mechanically-driven airplanes weighting between 2,000 and 15,000 kg.
Mechanically-driven airplanes weighting more than 15,000 kg.

Tanker vessels of all types '

Other cargo vessels

Ships specially designed to tow or push other vessels

Lightships, fire-ships, dredgers, pontoons, etc. _

Floating structures different from vessels (buoys, boxes, etc.)
Non-electric navigation instruments, compasses

Office and calculating equipment and unspecified machinery
Wheelbarrows, forklifts and other devices for transporting goods

Tanks, cisterns, drums, etc. ' :

Trucks and vans for special use

1999

Amount Share %
32,859 049
1,155 0.03
9,023 0.13
4533 0.07
14373 021
LITT 0.03
9,081 0.13
1,092 0.03
4913 0.07
5412 0.08
1,643,513 24.36
51318 0.85
821 0.01
8,929 0.13
B.484 0.13
8,356 0.12
563,200 8.35
52,641 0.78
55,197 0.82
26,331 039
4,267 0.06
5,345 0.08
145 0.00
0 0.00
210 0.00
12,972 0.19
183 0.00
84 0.00
564 0.01
15,074 0.22
90,941 1.35
655,729 9.1
9,094 0.13
153 0.0l
1,897 0.03
13,868 0.21
450 0.01
1317 0.02
9,023 0.13
11,193 032
10,945 0.16
1,969 0.12

2000
Amount Share %

30,380 051
3303 0.06
9408 0.16
4,648 0.08
13122 0.22
1,648 0.03
6,907 0.12
1415 0.02
4830 0.08
1842 0.05
964,728 16.32
18,205 031
539 0.01
3,609 0.06
1996 0.14
3,046 0.05
401,085 6.79
66318 1.12
29616 0.50
19,241 033
980 0.02
6479 0.11
1 0.00
1.043 0.12
0 0.00
10,903 0.18
8 0.00
96 0.00
750 0.01
12,897 0122
42,2917 0.72
184,677 482
3,225 0.05
7,885 0.13
612 0.01
516 0.01
355 0.01
989 0.02
9,408 0.16
16,578 0.28
5,683 0.10
3,621 0.06

Yar. 00/99
%

-15
88.2
43
15
-8.0
243
-39
-313
-1.7
-48.1
-41.3
-68.2
-34.4

-59.6
-5.1

-63.5
-18.8
26.0
-46.3
-16.9

-11.0
2].2
-50.2

-15.9
954

330
-14.4
-53.5
-56.6
-64.5

21367
-67.8
-96.3
-21.0
149

43
-13.9
-48.1
-54.6
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TABLE 2.10
Imports of Capital Goods
USS '000s

Trade, Banking and Insurance

Safes, strong rooms, armored or ironclad chambers :
Clothes washing machines with a capacity greater than six kilos of
dry clothes

Drycleaning machines

Pumps for dispensing fuels or lubricants

‘Escalators and mechanical walkways

Automatic vending machines

Automatic typewriters; processing machines

Other non-electric typewriters

Cash registers with totaling device

Machines for franking mail, issuing tickets and other similar
machines with totalling device '

Jukeboxes

Meny-go-rounds, swings, shooting galleries and other attractions for
fairs, circuses, zoos and wandering theaters

Mannequins and similar puppels and other animated devices for
display windows

Office and computing equipment and non-specified machinery
Hand tools

Aspiring and centrifugal pumps, Iaqu:d raisers

Machines and devices for Etenng or purifying liquids and gases
Wheelbarrows, forklifts, and other devices for transporting goods
Generators with internal combustion piston engines

Controlling and measuring mnstruments

Tanks, cisterns, drums, etc.

Communications

Rotary press

Magnetic rzcnfders and reproducers of sound and mnge for
television

Sound recorders with or without speakers

Dictaphones and other sound recorders and reproducers

Electric devices for wire tgteﬁhone and telegraph

Telephones '

Remote printers :

Other devices for carrier- 'waire transmitting systems

Other telephone or lelegmph devices

Microphones {and tnpods) lwdspealcers, electric audn&nquency
amplifiers

Television, radio, radiotelegraph and radmtelephm transmitters
and transmitter-receivers

Radiotelephone and mhutelegraph receivers

Television cameras :

Cine cameras, projectors, recorders and sound reproducers for 8-
16 mm films

Film projectors

‘Office and computing equipment and non- specﬁed machines
Hand tools ; ;

Generators with internal combustion mginu

Controlling and measuring equipment

1999
Amount Share %
577,158 8.55
768 0.01
1,130 0.02
847 0.01
10,894 0.16
7,088 0.11
10 0.00
807 0.01
mn 0.01
19,298 043
1832 0.12
101 0.00
11368 0.17
499 0.01
442,121 655
1,269 0.02
7,187 0.11
5442 0.08
21,793 032
13,805 0.20
11,790 0.17
1736 0.04
1,187,241 17.59
86,297 118
17.026 0.25
3,056 0.05
3927 0.06
139,633 107
64,640 0.96
15,372 0.3
95,022 141
8,469 0.13
39.668 0.59
801,116 891
2135 0.03
18315 0.27
10 0.00
1,130 0.02
81,206 120
1813 0.03
2510 0.04
5,895 0.09

2000

Amount  Share %
542,189 9.17
1,346 0.02
1,151 0.02
638 0.01
3,163 0.06
4,545 0.08
282 0.00
646 0.01
302 0.0l
11335 0.19
5016 0.08
69 0.00
1,304 0.02
350 0.0l
460979 180
1,301 0.02
6,611 0.11
4,119 0.07
16578 0.28
9,341 0.16
11593 0.20
1,421 0.02
1,538,710 26.04
31,704 0.54
26,020 0.44
1,205 0.04
8,356 0.14
179,550 3.04
50,864 0.86
11,377 0.19
144,739 145
5,170 0.10
40,058 0.68
921,983 15.60
2,652 0.04
17,966 030
6 0.00
1,436 0.02
84,670 143
1,859 0.03
1,698 0.03
5.796 0.10

Var. 00/99
%
-6.1
153

18
-14.6
-10.0
-35.9

1624.9
-19.9
-18.9
-61.3

-36.0
313

-B88.5

-29.9
43
15

-8.0

-143

-39

313

-1.7

-48.1

29.6

-63.3

52.8
-118
112.8

8.6
213
-16.0

523
-319

534
241
-1.9

-38.1
7.1
43
15
-313
-1.1




TABLE 2.10
Imports of Capital Goods
LUS§ '000s

Health

Electromedical devices (except X-ray machines)

Electrocardiographs

Other electric devices for diagnosis

Devices using X-rays or other radioactive emissions

X-ray-based devices whether for medical use or not

Furniture for medical, dental, surgical or veterinary use, operating
tables, hospital beds, dentist chairs, etc.

Non-specified optical instruments and devices

Odontological instruments and devices

Medical, surgical and veterinary instruments and devices
Mechanotherapy and massage devices, psychotechnology and artificial
respiration, ozonotherapy and similar apparatus

Office and computing equipment and machines

Machines and devices for filtering and purifying gases or liguids
Trucks and vans for special use

Research

Balloans and dirigibles

Unspecified astronomy and cosmography instruments and their
support, excluding radiotelephony devices

Electron and proton microscopes and difractographs

Optical microscopes including those with devices to photograph or
project an image

Office and computing equipment and machines

Controlling and measuring equipment

Mining .

Hachines and devices for sifting, sorting, separating or washing earth,
gravel,ore or other solid minerals

Machines and devices for grinding and breaking up earth, stones, ore
or other solid minerals

Machines and devices for mixing earth, gravel, ores or other solid
minerals -

Aspiring and centrifugal pumps and liquid raisers

Machines and devices for filtering and purifying liquids or gases
Other

Other machines and engines

Liquid and solid fuel burners for stoves

Ventilators, blowers and other similar devices

Ethnography or cliché copiers

Electrical devices for acoustic and visual signalfing (bells, sirens,
alams) -

Other electrical devices and fixtures with individual functions
Tachometers, production counters, taximeters, kilometer counters, etc.
Time recording devices with clock mechanism or synchronic engine for
measuring time

Timers with clock mechanism or synchronous motor
Other precious metal or precious metal plated items

INVESTMENT

1999

Amount Share %
198,059 2.94
13,528 0.20
13573 0.20
16,700 0.5
10,139 0.15
25,866 0.38
8,854 0.13
1524 0.04
1,402 0.02
13.131 1.09
I1,486 0.17
9,023 0.13
3,265 0.05
1969 0.12
39,107 0.58
24 0.00
585 0.01
9 0.00
192 0.01
18,046 017
19,650 0.29
24,438 0.36
1,869 0.04
10,655 0.16
3337 0.05
4312 0.06
3,265 0.05
59,768 0.89
4,115 0.06
3,959 0.06
14,003 011
975 0.01
16,367 0.24
4316 0.06
12,155 0.19
734 0.01
1441 0.04
102 0.00

2000

Amount Share %
174,395 2.95
11,427 0.19
12,981 022
13,509 0123
11,296 0.19
12,405 0.21
1728 0.13
3,200 0.05
1,333 0.02
15116 1.21
9.17% 0.17
9.408 0.16
241 0.04
3,621 0.06
39,686 0.67
13 0.00
400 0.01
180 0.00
855 0.01
18815 0.32
19,321 033
34,068 0.58
3318 0.06
20,749 035
3,562 0.06
3,967 0.07
1412 0.04
62,615 1.06
4301 . 0.07
1,605 0.04
17,253 019
I119 0.02
16,653 0.28
4463 0.08
12,857 0.22
616 0.0l
1,139 0.05

I 0.00

Var. 00/9%
%

-11.9

-15.5

44

-19.1

114

-52.0

-12.1
111
4.9

10

149

43
243
546

1.5
-44.1

-31.6
1855.3

19
43
=17
394

15.7

94.1

6.8
-8.0

-243
4.8
45
-34.
131
14.7

1.7
34
08

-16.1

112
-89.6

Source: Prepared by the Secretary of Economic Policy based on INDEC data.
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Comments on Tables 2.9 and 2.10

The figures for 1999 and 2000 were provided by the
INDEC as per the Unified System (6 digits), with the conver-
sion into the Uniform Classification of International Commerce
(CUCI). In turn, to facilitating the destination identification,
the whole series was aligned with the Uniform Industrial Inter-
national Classification (CIIU) Rev. 2.

The identifiable items from their description and nature
account for 76.8% and 75.1% of imported value in 1999 and

2000, respectively. This implies that less than a quarter of im-

ported value had to be allocated indirectly, corresponding to
widely used categories, basically: office machinery, computer
equipment, pumps of different types (except for fuel vending),
hand tools, filtering machines, wheelbarrows, electric power sup-
ply equipments, measuring instruments, drums, deposits and
cisterns. As a result of this allocation, estimated participation
ratios were assigned for the user sectors at the destination of each
type of widely used item, on the basis of the participation shown
in the imports matrix of 1984 and, in the case of computer

equipments, of the response provided by supplier companies.

i o






‘Jobs and Compensations Indicators,
Integrated Pension System

B The information regularly provided in this chaprer derives
from special processing made on the public and private entities
tax presentations filed monthly at the Federal Administration

of Public Revenues (AFIP).

Within them, each employer declares his employ-
ees in order to commit the payment of contributions to

social security within the Integrated System of Retire-

ment and Pension Benefits (SIJP).

The SIJP was established pursuant to Law
24.241. The persons included in the System are "those
workers, older than 18 years, employed in the public

and private activity."

The explicit exclusion from the system are mili-
tary personnel of the armed forces, security forces, po-
lice and those younger than 18 years old. It is estimated
that public workers of the provinces that do not adhere
to the National System are around 1,000,000 employ-
ees. Those included in the military and security forces
amount to 165,000. Consequently, the results present-
ed do nor include all salaried workers recorded at the

Social Security.

Given the change of the activity listing per-

formed by the AFIP — from CIIU rev.2 to rev. 3-, this
quarter there is a correction of the series, particularly
because of not very well specified activities. As for pre-

vious measures, the correction is important in 1995.

1. 1. Fourth Quarter 2000

[.1.1. Overall System

The monthly average salaried jobs declared in the
fourth quarter of 2000 amounted to 4,756,154 jobs,
which implies some 69,000 jobs more (1.5%) than the
same period of the previous year. Average nﬁonthly wage
was $ 1,007, that is to say, 0.5% below the figure re-

corded in the fourth quarter of 1999 (Table 3.1).

In the goods producing sectors, declared employ-
ment decreases 3.7%, while average wages amounts to
just 0.2%. The decrease of jobs is, however, lower than
in 1999 (-7.1%). Whereas in the services producing
sectors the behavior is the opposite: declared jobs in-
crease 1.6% and average wages decline 0.9%. Itis worth
clarifying that employment in this last sub-group ac-

counts for 64% of the total.




LABOR MARKET

TABLE 3:1

Evolution of jobs declared and average wage by sector ~

Jotal for System

IV Quarter 1995 IV Quarter 1996 IV Quarter 1997 IV Quarter 1998 IV Quarter 1999 IV Quarter 2000
Sector of th filin, = i o jobs el e ;
e r of the company WANE  jobs decared  Compensation Jobs decared Compensation e :F‘?’""‘““”“ dedareg ORI f.ummn sedied Compensation

(000 (mpesss) (000  (npesos) (000 (npesos) (000s) (mpesos) (D005 (mpesos)  (0005)  (in pescs)
GOODS- PRODUCING SECTORS 1,305 1,048 1,482 990 1,549 990 1,564 993 1453 1,015 1,399 1,017
SERVICE-PRODUCING SECTORS 2,274 981 2,499 982 2,768 980 2,896 1,005 3010 1,013 3,058 1,004
UNSPECFIED 8 1461 84 L 10519 1058 18 985 b 98]
OVERALL SYSTEM 3,661 1016 4,045 987 4,396 985 4,538 1,002 4,687 1012 4756 1,007

* Provisional data
Source: Employment and Income Bureau based on SIJP data

[.1.2. Private secror

By activity sector

The general increase of declared employment in the
private sector has been 1.7% in the fourth quarter. Althougha
diverse evolution can be seen among economic sectors, the rise

of jobs concentrates in unspecified categories (Table 3.2).

Among the goods producing sectors, there are rises in
Agriculture (2.9%), Mining (2.3%) and Electricity, Gas and
Water (4.1%), whereas others show drops. Such is the case of
Construction, a sector that shows the steepest fall of declared
employment (approximately 10%) as average for the country.
However, this sector experiences significant increases compared
to the last year in the provinces of Santa Cruz (40%), Jujuy
(17%) and Salta (21%). Declared jobs also fall 4.4% in Indus-
try, mainly driven by items such as Transport Material, Basic
Metals, Oil by-products and chemicals and Machinery and

equipments,

As for average compensations, the goods producing sec-
tors do not show any significant variation in general. The re-

markable note is given by the 11% increase of Fishing and

Related Services. On the contrary, Mining and Quarrying and
Construction show drops of average compensations in the coun-

try, 7% and 5.4% respectively.

The services producing sectors show an increase of de-
clared employment at the aggregate level of 1.6% compared to
the previous year. It is worth to point out the rise of sectors such
as Banking Services (9.3%), Commerce (5.1%), and Real Es-

tate, Business and Renting Activities (4.4%).

As for average coinpensations, within the above men-
tioned sectors, there stand out the negative behavior of Bank-

ing Services, which recorded a fall of 4.8%.

On the other hand, the activities that evidence drops of
the number of jobs declared are Transport, Storage and Com-
munications (2.8%) and Other Activities and Community,

social and personal Services (3.6%).

Besides, it is worth pointing out that Transport, Storage
and Communications show a 5.3% increase of the average com-
pensation as compared to the previous year, whereas Other
Activities and Services evidence a moderate fall of average wage

(-1.2%).
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TABLE 3.2

Evolution of Jobs declared and average wage by Sector *
Total for System. Base indexes IV Quarter 1999=100

Business sector of the company ﬁling

information Jobs declared ~ Average wage
;Goons-mpnucmc SECTORS 96.3 100.2
Agriculture, Livestock, Hunting and Forestry 102.9 100.7
Fishing and related services 107.1 1109
Mining and quarrying 102.3 93.0
Manufacturing industries 95.6 100.8
Food, beverage and tobacco 9.1 99.6
Textiles and leather 96.2 98.7
Wood, paper, printing and puhlishmg 95.3 1094
Petroleum derivatives and publishing 94.9 1015
Basic metals, metal prods., except M & Eqmp. 93.2 103.5
Transport material : 813 96.9
HMachinery and equrpment 95.8 103.7
Other industries : 102.0 926
Supply of electricity, gas and water 104. 102.2
Construction 90.0 94.6
SERVICE-PRODUCING SECTORS 101.6 99.1
Wholesale, retail trade and workshops 105.1 100.7
Hotels and Restaurants : 1009 99.3
Transport, Storage and Communications 91.2 105.3
Financial Intermediation 109.3 952
Real estate, bq;hes services and rentals - 1044 1008
Givil service, defense, organizations and entities abroad 100.1 948
Social services, private education and health 102.6 98.1
Other service activities - 96.4 9838
Unespecified 1329 1003

* Provisional data

Source: Employment and Income Bureau based on SIJP data

By Jurisdiction

The jurisdictions showing the higher rises of declared
employment are Chubut (16.4%), Chaco (15.5%), Santa Cruz
(13.2%), Tierra del Fuego (11.8%), Salta (11.4%) and Entre
Rios (9.3%) (Table 3.3). Within this group of provinces, the
following aspects can be highlighted:

- In Chubur the increase of jobs is divided among

Manufacturing Industry (18%), the Fishing (13%), Real

Estate Activities (13%) and Commerce (12%).

- Almost half of the 7,000 net jobs created in Chaco

correspond to the Agricultural sector.

- In Santa Cruz, there stand out Construction, ac-
counting for 39% of the increase, Mining (14%) and Fish-
ing (13%).

- In Tierra del Fuego, the increase is divided among
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TABLE 3.5

Evolution of Jobs declared and average wage by Jurisdiction

*

Private sector. Base indexes IV Quarter 1999=100

Geogﬁphicél-jurisdiction_cf jobs =

PRIVATE SECTOR - TOTAL counm_
Buenos Aires City

Counties of Greater Buenos Aires
Rest of Province of Buenos Aires
(atamarca

(érdoba

Corrientes

(haco

Chubut

Entre Rios

Formosa

Jujuy

La Pampa

La Rioja

Mendoza

Misiones

Neuquén

Rio Negro

Salta

San Juan

San Luis

Santa (ruz

Santa fe

Santiago del Estero

Tierra del Fuego

Tucuman

Jobs declared Average wage
101.7 100.4
99.8 104.0
1012 98.8
101.4 97.6
70.5 89.1
102.0 99.8
104.7 99.1
1155 943
1164 100.7
109.3 91.0
1043 96.1
106.1 93.6
1018 1035
100.9 9713
103.5 91.9
99.4 1017
102.2 105.3
1012 98.7
1.4 100.0
102.1 100.0
89.7 106.0
3. 103.0
103.5 98.3
106.5 100.5
I8 99.9
1043 99.1

* Provisional data

Source: Employment and Income Bureau based on SIJP data

Manufacturing Industry (24%), Commerce (19%) and Fish-
ing (17%).

In Salta, the growth of private employment is the result
of Real Estate Activities (22%), followed by Construction (20%)

and Commerce (13%).

At the opposite end, there were strong declines of de-
clared jobs in the provinces of Catamarca (-29.5%) and San

Luis (-10.3%).

In the case of Catamarca, except for Mining that shows
a10% increase of jobs, declared employment in the remaining
sectors has a remarkably negative behavior. If we include pub-

lic employment, the drop is reduced to 15%! .

Normally, the average wage varies inversely with re-
spect to the variation of declared employment, supposedly due
to the fact that, on the one hand, the same pyramidal salary

structure provokes greater dismissals in times of high unem-

1 /t must be taken into account that, in this province, Public Sector jobs represent 58% of declared Jjobs.
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ployment, based on low compensation rather than high com-
pensation employment, which pushes the average up. But
there is also another factor: small companies, paying lower sala-
ries, are the ones that declared the least jobs in their tax presen-
tations filed at the AFIP. To this respect, it is notable that in
Catamarca there is an 11% decrease of the average wage in this
quarter compared to the fourth quarter of 1999. The only
sectors evidencing increases of the average wage are Mining
and Commerce. The fall of average salaries of the Public

Sector was 7%.

1.2 Year 2000

During 2000, 6,000 net formal jobs were created,
which implies an increase of 0.1% with respect to 1999. Mean-

while, the average wage grew 0.8% (Tables 3.4 and 3.5).

TABLE 3.4

Evolution of Jobs declared and average wage by Sector

Total for system

Within the information source there is still a high num-
ber of unspecified activity jobs, which makes formal employ-
ment to record a 6.6% decrease in the goods producing sectors,
at the time there is a 1.4% drop in the services producing
sectors. However, the allocation of the former as per the exercise
made for the results of each quarter? results in a fall of 5% of
declared employment in the goods producing sectors and an

increase of 1.6% in the services sector.

By economic sector, the greatest increase of employ-
ment was shown by Banking Services, with a 9% average for
the country. With the exception of the provinces of Santa Cruz
and La Pampa, this sector shows significant increases in all the
other provinces. Itis worth remembering that the growth of

productive activity in the sector for the year overall was 0.9%.

On the contrary, there were strong falls in the number

*

2

L Ano 1999 Afio 2000
B:Esm?ss s_ector - t_he company Jobs declared  Compensation Jobs declared Compensation
filing information :

s {'000s) (In pesos) ('000s) (In pesos)
GOODS- PRODUCING SECTORS 1,504 930 1,405 944
Agriculture, Livestock, Hunting and Forestry 317 620 310 609
Manufacturing industries 4 . 842 1,103 780 1122
Construction 193 625 261 620
Other good-producing sectors 15 2173 16 2117
SERVICE-PRODUCING SECTORS 3,037 939 2,994 942
Wholesale, retail trade and workshops 582 174 550 784
Real estate, business services and rentals 355 899 361 893
Sodial services, private education and health 483 111 481 109
Other service-producing sectors 1,007 1,054 984 1,091
Public sector 611 1101 612 1,060
UNSPECIFIED 161 934 309 950
OVERALL SYSTEM 4,702 936 4,708 943

* Provisional data

Source: Employment and Income Bureau based on SIJP dara

information from the “obras sociales” [union run social services] to which these workers contribute.

In Economic Reports N° 33, 35 and 35 allocations were made of the different sectors of employed persons in unspecified activities, by means of the
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TABLE 3.5

Evolution of Jobs declared and average wage by Jurisdiction *

Total for System. Base indexes year 1999=100

Geographical iur]sjdlr.t.ion of jobs Jobs declared  Average wage

TOTAL

Buenos Aires City
Counties of Greater Buenos Aires
Rest of Province of Buenos Aires
(atamarca
(Cordoba

Corrientes

Chaco

Chubut

Entre Rios
Formosa

Jujuy

La Pampa

La Rioja

Mendoza

Misiones

Neuquén

Rio Negro

Salta

San Juan

San Luis

Santa Cruz

Santa fe :
Santiago del Estero
Tierra del Fuego
Tucumén

100.1 1008
918 103.8
1011 99.6
100.6 994
82.0 9213
100.9 103.3
97.6 984
7 96.8
1134 99.1
103.2 100.6
1012 98.6
1038 91.1
918 101.6
101.8 100.6
102.1 994
100.7 1014
934 107.6
98.1 [00.1
105.8 96.2
1035 103.6
86.2 108.1
102.0 1060
103.5 98.4
106.2 100.0
1102 102.6
103.0 95.8

* Provisional data

Source: Employment and Income Bureau based on SIJP data

of jobs recorded in Construction (-11%) and Manufacturing
Industry (-7.3%). These results are consistent with the direc-
tion of the variation in those economic activity sectors. Con-

struction decreased 12.8% in the year and Industry, 1.5%.

With respect to the evolution of jobs by geographical
jurisdiction (Table 3.5), it is worth pointing out that the in-
crease of jobs declared in the provinces of Chuburt (13.4%),
Chaco (11.7%) and Tierra del Fuego (10.2%). It has .to be

- pointed out that none of these provinces transferred its provin-

cial pension system for public employees to the National Ad-

ministration. If public employees were excluded, there would
also be strong increases of declared employment in Salta (10%)

and Santiago del Estero (10%).

At the opposite end there is Catamarca and San Luis,
with declines of 18% and 13.8%, respectively. Again, exclud-
ing the Public Sector, the respective drops are 34% and 13%.

Focusing on the private sector, a general look to those
activity sectors that play an essential role in the evolution of

employment in these provinces gives the following results:
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- The Manufacturing Industry was one of the main
drivers of employment in Chubut (20% of the increase),
followed by Fishing (15%), Commerce (8%) and Real Es-

tate Activities (6%).

- In Chaco, the Agricultural Sector accounts for 40%
of the increase; followed by Real Estate, Business and Rent-

ing Activities, with 14%.

- In Salta, the increase is divided among several
sectors. The main ones are Real Estate and Business Activ-
ities (14%), Education and Health (12%), Commerce and
the Agricultural Sector (10%).

- In Santiago del Estero, 41% of the increase of
declared employment belongs to the Agricultural Sector,
followed by banking services (11%) and Education and
Health (8%).

- The most dynamic sectors in the creation of de-
clared jobs in Tierra del Fu¢go during 2000 were Fishing
(22% of new jobs) and Industry (16%).

- The decrease of jobs in Catamarca is very strong in
the agricultural sector (31% of the toral fall), in the Man-
ufacturing Industry (12%) and Transport and Communi-

cations (12%).

- In San Luis, in turn, the sector in which the great-
est number of jobs were lost was the agricultural one, ac-

counting for 30% of the overall fall. It is followed by

construction, responsible for 21% of the reduction, and

commerce accounts for another 17%.

Il. Poverty in greater Buenos Aires®

The results of the Permanent Household Survey
(PHS) performed in October 2000 in the Greater Buenos
Aires Conglomerate (Federal Capital and 19 Districts of
Buenos Aires Urban Conglomerate) show that 20.8% of
houscholds are below the line of poverty*. These data show
a year-on-year increase of the proportion of poor house-
holds since, in October 1999, the incidence was 18.9 %

(Table 3.6).

The percentage of the population below the line
of poverty shows a similar variation, as it goes from
26.7% to 28.9% in the same period. This implies an
increase of around 300,000 persons. If the districts of
Greater Buenos Aires are included, there appears an in-
crease of both the percentage of households as well as
the population below the line of poverty. In the area of
“Grearer Buenos Aires 277 there are also higher levels of

poverty than in October 2000,

Also, indigent households and population show
an increase in the last year. The percentage of indigent
households of the Conglomerate increases in the same
period, from 4.8% to 5.6% and indigent population

does so from 6.7% to 7.7%, the size of said households

3 Used for the analysis of the Press Information of the National Bureau of Statistics and Census [Instituto Nacional of Estadistica and Censos] (INDEC)
“Incidence of Poverty and Indigence within the Greater Buenos Aires conglomerate”, October 2000, and special processing performed al the Secretary of

Economic Policy.

4 In the methodological annex 1o this chapier, the proceeding for the determination of the borderline of indigence and poverty is explained.

5 Greater Buenos Aires 2 is the second geographical border of the Urban Conglomerate and is made up of districts with the highest poverty rates and of the
most recent urbanization: Almirante Brown, Berazategui, Esteban Echeverria, Gral. Sarmiento, Florencio Varela, part of La Matanza, Merlo, Moreno, San

Fernando and Tigre.
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TABLE 3.6

Poverty and indigence in Greater Buenos Aires - October waves
Percentage of Households and Population below the Poverty line and Indigence line (1)

i Oc'fob;;r 1999

October 2000

Total GBA

 Greater Buenos Aires  Greater Buenos Aires)

_ ; Total GBA _ Greater Buenos Aires  Greater Buenos
Conglomerate counties counties  Conglomerate counties Aires2 counties
_ Poverty Line
Househoid 18.9 241 322 20.8 6.9 347
Persons 26.7 325 40.2 28.9 350 432
e _ _ Indigeh._ce Line
Househ#ld i 48 6.4 8.9 5.6 13 ° 10.8
Persons 6.7 84 108 1.1 9.5 1.1

(1) Estimates are made based on the universe made up of those households of which there is

income information of all their supporters.Households without income are included.

remaining in 4.6 persons per houschold. The percent-
age of households without income® declined by 1.2
percentage points, from 7.9% to 6.7%, but in a context
with a greater proportion of households that cannot cover

the Basic Food Basket with their income.

The assessment of the Basic Food Basket (BFB) de-
creased to a greater extent than the item Food and Bever-
ages of the Consumer Price Index. The index of the BFB
fell 3.3%, whereas the item Food and Beverages of the CPI
did so by 1.9% when the base for the calculation is Ocro-
ber 1999. Similarly, the assessment of the poverty basket

had a greater negative evolution than the General Level of

the CPI.

When applying the results of the PHS to the group
of households”, there appears that 738,000 of them is be-

low the line of poverty, and that they have an approximate

population of 3,466,000 persons. Besides, almost 198,000
of these households, in which 921,000 persons live, are

indigent.

On the other hand, the values for poverty and indi-
gence of October 2000 are the highest ever recorded since
1991, although they are remarkably lower than the ones at
the end of the 80s (Table 3.7).

Indicators per household shown in Table 3.8 allow
the comparison between the known profiles of poor house-
holds in the period analyzed. Of said comparison there ap-

pears that:

- There was an increase of 0.9 percentage points of
the proportion of one-person houscholds. The most re-
markable is the rise of their monetary income, driven by an

important growth of employed people.

6 The percentage variation of households with no income has an important impact over poverty and indigence indicators. Evenwhen they are households with
heterogeneous circumstances and some of them do not apply 10 poor household profile, they have continued to be included ever since the beginning of these

eslimates.

7 {t is seen that this estimate assumes that those households that have not given a full answer aboul the origin of their income have the same distribution as

those that did record income.
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TABLE 3.7

Poverty and indigence in Greater Buenos Aires

October waves

a) Percentage of Households and Population below the Poverty line ()

 Total GBA Greater Buenos Aires  Greater Buenos Aires 2
October Congidi'nerat:e counties ; counties

Households Persons ~ Households Persons ~ Households Persons
1988 4.1 313 309 393 398 486
1989 38.2 413 418 564 56.0 64.2
1990 153 331 336 41.6 399 48.0
1991 16.2 1.5 211 26.4 252 30.7
1992 135 17.8 17.9 123 203 25.5
1993 13.0 16.8 16.6 204 11.6 26.2
1994 142 19.0 182 23.0 237 29.1
1995 18.2 248 239 305 310 38.1
1996 20.1 219 16.6 348 335 424
1997 19.0 16.0 25.0 320 316 394
1998 18.2 25.9 245 324 30.6 39.1
1999 18.9 16.1 247 325 i 40 40.2
2000 20.8 28.9 16.9 35.0 347 431

b) Percentage of Households and Population below the Indigence line ()

Total GBA - Greater Buenos Aires  Greater Buenos Aires 2
October C‘yngigmerate cgunties : . counties :
: Households Persons Households ~ Penons  Households Persons
1988 1.0 10.7 94 13.5 12.7 115
1989 1.6 16.5 15.2 205 20.0 25.1
1990 46 6.6 6.0 83 8.l 109
1991 11 30 18 38 37 5.1
1992 15 32 3. 40 33 48
1993 32 44 39 53 50 6.7
1994 30 38 37 4. 45 5.0
1995 44 6.3 59 19 8.0 10.4
1996 5.5 15 13 9.6 99 123
1997 5.0 64 6.6 19 8.5 99
1998 45 6.9 6.2 88 16 10.2
1999 48 6.7 6.4 84 8.9 10.8
2000 5.6 1.1 13 9.5 94 11.7

(1) Estimates are made based on the universe made up of those households of which there is
income information of all their supporters.Households without income are included.
Source: INDEC [National Institute of Statistics and Census]

- The average of persons and of income providers per
household does not evidence variations, being 4.7 persons

and 1.3 income providers respectively.

- The economic participation rate is similar to that of
October 1999, 58.8%, and unemployment rate is lower than

in the previous waves.

- Even when the percentage of the contribution from
the main household income provider did not show variations,
it was apparent a downward trend of income, both for the
houschold (from $ 372.2 to $ 347.3) and for the income
provider (from $ 256 to $ 242).

- The income fall in both cases (6.7% in the case of the
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TABLE 3.8

Characteristics of Households

Greater Buenos Aires Cang[an;rmzte

Indicators

% of households
% of one-person households
% of households with no income

Average by household (in %)
Size of household

Rate of economic Qmicép‘ati_o:n (4] -:

Unemployment rate
Income providers by household

Income (2) (in pesos)
Household
Household per capita
Average by provider

% of income provided by the main provider

. Octubre  Octubre

1999 2000
18.9 208
45 54
19 67
47 41
58.7 58
3.0 304
13 13
3122 3413
192 745
25622 2420
823 82.8

(1) Measured in relation to the population aged 15 to 64 years.
(2) Excluding ne income households
Source: Secretariat of Economic Policy, Ministry of Economy.

houschold and 5.5% in the case of the income provider) ex-

ceeds the decrease of the poverty basket cost (2.5%).

Table 3.9 compares the selected characteristics of the
main income provider of poor households® for said waves. These

data allow to confirm that:

- The participation of household chiefs increased 2.9
percentage points (from 68.2% to 71.1%) and the importance

of males is greater.

- The relative decrease of employed — from 78.3% to

77.2%- was set off by the increase of pensioners.

- There are not variations in their average ages (41 years).

- The average years of education (7.8) are higher than in
October 1999, driven by the rise of women houschold chiefs

and of non-chiefs.

- The evolution of average income shows the same down-
ward trend as households. The most significant negative varia-
tion is the 8.5% fall of the income of main income providers
chiefs of the household, since although the decline of those
corresponding to women household chiefs is very big, they

have a lower relative weight within the distribution.

In Table 3.10 tlic comparison is made with respect to
the main employed income providers. Their location within

the labor market” is determined by means of economic activity

8 To avoid distortions, one-person households and those that do not have monetary income have been isolated.

9 The definitions of the categories used are included in the Methodological Annex.
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TABLE 3.9

Characteristics of the main income provider of poor households (1)

Greater Buenos Aires

October 1999

October 2000

Selected Characteristics S : Average years of  Average e ¢ hverage years of  Average
- % Distrib A : D =

: : oo ete schooling Incomes Hlomss e schooling Incomes
Main income providers 100.0 41 7.6 311 100.0 41 7.8 295
Chiefs 68.2 44 7.4 330 711 44 7.7 302
Male 533 43 15 353 564 44 11 331
Female 14.9 45 1.0 248 14.6 18 8.1 191
Non chiefs 3.8 35 79 271 28.9 35 8.2 277

Employment situation

Employed 783 38 1.1 338 111 38 8.0 325
Unemployed 93 40 8.l 26 94 40 83 183
Retired 9.5 70 6.1 115 103 68 5.8 109
Other inactive 19 13 6.7 114 19 44 8.0 182

(1) One person households and those that do not have any monetary income were excluded.

Source: Secretariat of Economic Policy, Ministry of Economy.

sectors structure, qualification of the job and form of labor
insertion. This information is supplemented with the
number of hours per week worked and the start time

declared for the main job for each of the categories.

In sum, this Table shows that in October 2000,
the main employed income providers of poor households

show the following characteristics:

- They are mainly working in the Services and
Commerce sectors (which together account for 63.1%
of the total), where they have slightly increased their
participation as compared to the previous October (0.9
percentage points in Services and 1.4 points in Com-
merce). In Construction and Industry both measures
have similar proportions (around 17%), there being a
significant reduction in Industry and an equally slight
increase in Construction. The participation of those who
work in Other categories, already scarce in October 1999

(5.1%), dropped to 2.8%.

- In both dates, almost all income providers occupy less
qualified jobs in Industry, Construction, Commerce and Ser-

vices.

- As a whole, they work around 41 hours per week in
both waves, a figures that, in average, amounts to 45 in Indus-
try and to 44 in Commerce. On the other hand, they earn an
hourly wage slightly lower than in the same month of the pre-

vious year, for the general average.

- Those who have more qualified positions work, in
average, 2.6 hours more per week than in October 1999
and with hourly wages slightly lower. The fall of hourly
wages within this group is exclusively the result of the de-
cline experienced by regular employees’ income, since it in-

creases for informal employees.

- Those who have less qualified jobs have slightly
reduced the number of hours they work without any changes

in the hour wages they earn.
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TABLE 3.10
Characteristics of the main employed income provider of poor households *
Greater Buenos Aires

Activity Sector, Job Qualification and Type of Distribution % Hours per week Hourly wage
Employment 1999 1000 1999 2000 1999 2000
Main Employed Income Provider 100.0 100.0 41.2 40.9 2.7 2.6
lobs with higher qualification 35 5.1 412 438 25 13
Formally Employed 15 39 418 445 11 21
Semi-formally employed
Precarious Employment 10 12 398 415 21 16
|obs with lower qualification 96.6 95.0 412 408 11 1]
Formally Emploved 409 389 495 410 11 11
Semi-ormally emploved 1Ll 9.8 193 17.6 31 50
Precarious Emoloyment 44.6 46.2 387 404 29 15
Industry 17.4 17.2 447 45.9 32 2.1
Jabs with higher qualification 05 07 480 435 0 14
Formally Emoloved 0s 0.1 48.0 300 10 3l
Semi-formally emploved
Precarious Employment 05 LEN 20
labs with lower qualification 17.0 16.5 446 46.0 31 Ll
Formally Employed 102 9.7 46.6 432 11 2l
Semi-formally employed
Precanous Employment 6.7 6.8 414 4279 50 20
Construction 16.7 16.9 39.6 394 2.6 2.6
|obs with higher qualification 0.5 0.7 120 40.¢ 11 Ll
Formally Emoloved 0.7 40.6 21
Semi-ormally emploved
Precarious Employment 0.5 320 11
[obs with lower qualification 16.1 162 398 394 16 16
Formally Emoloved 41 4.l 459 416 31 10
Semi-formally employed
Precarious Employment 122 121 380 3846 15 14
Commerce 20.1 21.5 44.4 44,3 2.1 2.6
lobs with higher qualification 05 10 541 602 12 12
Formally Emploved 02 08 60.0 63.0 14 1.l
Semi-lormally employed
Precarious Employment 02 02 49.0 50.0 09 6.0
[obs with lawer qualification 19.6 05 44. 434 Ll 1
Formally Emploved 8.6 10.1 510 474 1.7 11
Semi-formally emploved
Precarious Employment 1.1 104 132 399 15 32
Services 40,6 41.6 36.8 37.6 2.9 29
lobs with higher qualification 20 16 184 384 29 14
Formally Employed 18 1l 168 407 3l 25
Semi-ormally employed
Precarious Employment 02 05 480 19 19 (i)
|obs with lawer qualification g 3186 350 367 315 19 19
~ Formally Emoloved 152 131 46.1 48.0 13 12
~ Semi-formally employed 1.1 98 193 11.6 31 50
- Precarious Emplovment 124 155 393 409 18 13
Other categories e : 5.0 2.8 56.7 43.0 1.8 2.7
|obs with higher qualification : 430 11
Formally Emploved 454
Semi-ormally emploved
: Precarious Employment 401
fobs with lower qualdication . 5.1 28 561 18
Formally Emoloved 19 14 564 21 18 21
— Semi-formally emploved

(*) Please see definitions in the Methodological Annex at the end of the chapier.
Source: Secretariat of Ecanamic Policy

- When analyzing the year-on-year variation of the - In the same period, hourly wages fall only
weekly hours worked, there appears that Construction  in the Industry sector (34%), Construction and Ser-
and Commerce do not show changes. In turn, they in-  vices remaining unchanged and Commerce rising

creased slightly for Services and a bit more for Industry.  (almost 24%).
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Methodological Annex

"Line of Indigence"

The concept of "households below the line of in-
digence” (LI) tries to establish whether houscholds have
enough income to cover a food basket capable of satisfy-

ing a minimum threshold of energy and protein needs.

Based on the use of a Basic Food Basket at a min-
imum cost (BFB)'® that, according to the consumption
habits of a population, covers the normalized kilocalories

and protein essential daily needs.

Given that the nutrition requirements are differ-
ent for the different groups of the population, according
to their age, sex and activity, it is necessary to make a
correction that reflect the composition of each individual
pursuant to these variables, taking as reference unit the
adult male, 30 to 59 years old, with a moderate activity

(Adult equivalent=1).

The composition per adult equivalent of cach
household determines a specific BB value for each do-

mestic unit.

Once the components of the BFB are established,
a set of prices surveyed by the Consumer Price Index
(CPI) is assessed in certain previously defined areas and
taking into account the purchase modality of said popu-

lation.

Lastly, the specific BFB valuc is compared with
the total family income of the household. If the income

is below the value of said basket, then it is considered

that the houschold and its individuals are "below the

line of indigence”.
"Line of poverty"

The measure of poverty based on the method of
the "line of poverty" (LP) consists in establishing, on
the basis of households income, whether they are capa-
ble of satisfying — through the purchase of goods and
services — a set of food and non food needs considered

essential.

To calculate the Line of Poverty, it is necessary to
have said BFB value and to correct it with an expansion
ratio so as to include non food goods and services (cloth-
ing, transport, education, health, etc.) in order to ob-

tain the value of the total basic basket: food and non

food.

Such ratio, called Engel ratio, provides the aver-
age value assumed by the relation between total expenses
and food expenses. To assume that said expenses relation
is variable, allows the ratio to reflect changes of relative
prices between food goods and non food goods and ser-

vices.

Said prices are updated, for each measure, with
the CPI for the months that coincide with the income

recorded by the PHS.

Lastly, the specific BFB value of each houschold

-corrected with the Engel ratio is compared with the total

family income for that household. If the income exceeds
the value of such basket, then the household and its indi-

viduals are considered to be over the Line of Poverty.

10 Morales E. (1988) “Basic Food Basket — Greater Buenos Aires” [Food Basic Basket — Greater Buenos Aires], IPA — INDEC Work paper N°3.
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Categories utilized

1) Qualification of the job:

Greater Qualified Positions: include jobs that require

some professional or technical qualification.

Less Qualified Positions: include jobs that require oper-

ating qualification and those that do not require any.
2) Forms of labor insertion:

The classification of this variable was built by combin-
ing the labor category with the job security. For the salaried, an
indicaror of the relation’s formality was added expressed by the
benefits obtained in said job. Self-employed are discriminated,
taking into account whether or not they have work tools, in-

struments, premises, etc. — of their own or rented.
Later, the following categories were defined:

Formal Employees: they are the workers who have rel-

ative advantages as per their labor insertion. This category in-
cludes employees with pension contributions withheld by the
employer, self-employed with capital invested in formal, stable

jobs and employers.

Semi-formal Employees: there are different levels of
recognition of the labor relation. Inorder to set an intermediare
situation, this category includes employees who only reccive
the statutory annual bonus and are entitled to a vacation peri-
od. Workers who belong to the domestic services with a stable

labor relation were also included.

Informal Employees: groups the most precarious and
heterogeneous labor relations. Includes employees who are not
recognized pension benefits, nor statutory annual bonus, nor
vacation period. Also, there are self-employed people who,
even with capital, do not have stability in their jobs, who can
thus be equaled to those who do not have any capital to per-
form their work. The weakest relations are observed among non
stable workers of the domestic services sector and those who do

not receive any monetary compensation for their work.



ion of the Main Indexes

Argentina’s economic indexes showed a slight
trend to deflation of retail prices and a soft recovery of
wholesale prices. The stagnant conditions of the domestic
economic activity, as well as the rise of certain raw materi-
als in world markets (specially oil), are mostly the reason of
this diverse behavior between the two main indexes, which
was also evidenced by the increase of external trade terms
and which eventually implied an improvement of competi-

tiveness.

In particular, the Consumer Price Index (CPI) re-
corded a 0.7% deflation, measured between December 1999
and December 2000, a figure that determined a 0.9% fall
when comparing the average annual levels. The former re-
sult became the second negative annual variation since
the beginning of the convertibility plan, although it was
lower than the historical deflation record corresponding to
1999 (Graph 4.1). In turn, the Domestic Wholesale Price

GRAPH 4.1
CPI: Historical series - Years with lower inflation rates
Index annual % variation, december to december
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GRAPH 4.2
WDPI: Historical series -

Years with lower inflation rates

Index annual % variation, december to december
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Index (DWPI) rose 2.4% from December to December
(Graph 4.2), although its recovery weakened by the end
of the year. In this case, the variation for the whole
period was higher than in 1999, and the contrast was
even more remarkable when comparing annual average
figures (strong deflation in 1999 and a significant 4%
rise in 2000). As demonstrated by watching at both
graphs, the lower inflation rates of the historical series

were mostly recorded during the last decade.

Finally, combined prices increased 1.5% aver-
age between 1999 and 2000, which interrupted the de-
flation that took place in the two previous years, thus
going back to, approximately, the average level of 1995.
This means that during the last five years, Argentina
evidenced a record of nil inflation, strongly in contrast
with what happened in the first four years of the con-
vertibility plan, when combined prices had grown 30%.
As for the Construction Cost Index (CCI), it decreased

by 3.3% along 2000, greatly surpassing the 1999 fall.

-2 0 2 4

During the fourth quarter of 2000, price indexes
showed a slight deflation, both in retail and wholesale pric-
es. The Consumer Price Index (CPI) recorded a fall of 0.4%,
and wholesale prices evidenced greater drops: WDPI fell
1.8%, the Wholesale Basic Price Index (WBPI) had a sim-
ilar drop, whereas the Producer Basic Price Index (PBPI)
lost 1.5%. Asa consequence, combined prices fell 1.1% in
the quarter, the most negative figure of the year. In turn,

the Construction Cost Index (CCI) also decreased by 1.1%.

In the period January-February 2001, prices
remained practically stable. The minimum deflation of
retail prices (-0.1%) was offset by an also minimum pos-
itive variation of wholesale prices and of construction
cost (0.1% each), so combined prices showed no mod-
ification (Table 4.1 and Tables A4.1, A4.2 and A4.3 of

the Statistical Appendix).

As can be seen in Graph 4.3, since the beginning



PRICES

TABLE 4.1
Price Indexes
% Quarterly Variation Rates (1)

Period CPI wopy  Combined Pl \rpp PBPI sonsty.
@) cl
i-93 13 10 1§ n/d a/d 22
-93 3.0 04 11 ) 13 Q.
1 -93 12 02 0.7 0.l 03 34
Iv-93 06 A5 05 14 13 18
I-94 02 10 04 08 10 08
1l - 94 10 23 11 24 24 03
1 - 94 18 04 Ll 04 03 09
IV - 94 08 13 ) 13 13 0.7
1-95 08 12 10 13 07 35
I - 95 03 38 20 13 13 0.0
1l - 95 03 07 05 0.7 Il 5
IV - 95 02 0.0 0.l 0.0 02 12
- 96 04 09 02 08 Il 10
Il -96 0.1 10 04 12 15 0.
1l - 96 06 07 07 05 06 37
IV - 96 0.l 05 02 19 20 03
1-97 04 Q. 0.l 02 0.0 02
I - 97 -0, 02 02 02 05 0.6
i - 97 03 04 04 0.4 05 07
v -97 02 10 046 10 08 -04
1-98 09 12 02 K3 A7 0.0
Il - 98 0.l 2.l 0.0 Q. 03 03
1l - 98 03 20 08 13 14 02
IV - 98 04 31 19 34 33 05
1-99 04 A 08 -l A7 05
- 99 04 08 0.l 09 10 03
i - 99 04 13 04 14 17 05
IV - 99 04 02 Q. 0.l 0.0 0.0
1-00 03 2.6 15 20 2l 04
e Y 03 02 04 02 09
1l - 00 0. 12 07 13 15 0.9
IV - 00 -04 -18 -1 -18 -5 -1
Jan-Feb'0l (*) -0 0. 0.0 02 0.0 0.

(1)Accumulated monthly change within each quarter.

(2) Combined price index is based on a simple average of the CPI and the WDPI monthly change
(*) Provisional figures

Source: INDEC [National Institute of Statistic and Census].

of 1999, there is an evident trend switch in the relation  accumulated deflation due to retail prices since mid 1998
between wholesale and retail prices, in favor of the former.  put them back at the level exhibited by the end of 1994.
Nevertheless, the recovery of wholesale prices is inter-

rupted in the fourth quarter of 2000, when primary prod- The recovery shown by Argentine wholesale pric-

ucts’ prices decline (oil and agricultural goods). In turn  es during the last year is mainly the result of the upward
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GRAPH 4.3

Quarterly rates of variation

of retail and wholesale indexes
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evolution of the international price of exported commodi-
ties, specially oil, which accumulates an average increase
of 55% between 1999 and 2000. In turn, average prices of
the rest of commodities showed a minimum recovery dur-
ing 2000 compared to 1999 (2%}, and a similar evolution is

foreseen for 2001.

Prices implicit within GDP of the fourth quarter
2000 increased by 0.2% with respect to the previous quar-
ter, and 1.4% in the annual comparison against the fourth
quarter of 1999, This evolution implied that average pric-
es for 2000 recovered 1.1% compared to 1999, thus inter-
rupting three consecutive years of deflation of output pric-
es. Thus, last year’s average figures were similar to the

ones recorded during 1994 (Table 4.2).

Watching implicit prices by sector in detail, it is

I
m

i's
199
n
i
v
100
I
1
v
1or*

seen that those corresponding to the goods producing
sectors evidenced a 5% year-on-year improvement in the
fourth quarter of 2000, whereas those corresponding to
the services producing sectors remained practically invari-
able compared to the fourth quarter of 1999. Thus, the av-
erage variation of 2000 was clearly positive for goods
(3.9%), and almost nil for services. As a result of this evo-
lution, the relation of prices between the goods producing
sectors and the services producing sectors improved to

3.8% in favor of the former during the last year (Table 4.3).

Table 4.4 shows retail and wholesales inflation
rates for Argentina and the most important Latin American
countries and developed economies with which it trades.
In the fourth quarter of 2000, only in Argentina and Japan
there was retail prices deflation. In terms of annual infla-

tion, towards the fourth quarter of 2000, retail prices in the

I It must be remembered that, different from other price indexes, those corresponding to GDP implicit prices are Paasche indexes, that is to say, of moving
weights, and they fully reflect the price variation with respect to a base period, in this case 1993. So, when comparisons between periods different from the
base year are analyzed, the price variation can be distorted by changes in the physical goads basket.
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TABLE 4.2
Index of Prices Implicit within GDP~
Base 1993=100

Period index of Prices  Variation (1) Variation (2)
: Implicit within GDP (%) (%)
1993 100.0
1994 1029 19
1995 106.1 1l
1996 : 106.1 0.0
1997 105.6 0.5
1998 103.8 -1
1999 101.8 -9
2000%* 102.9 1.1
1993
| trim. 983 nd. nd.
Il trim. 99.8 15 nd.
I} trim. : 1004 0.6 nd.
I¥ trim. 1014 1l nd.
1994 3 :
lim. 100.9 25 21
Il trim. 1024 1.5 21
1l trim. 102.9 0.5 16
IV trim. & 105.0 10 15
1995
- lnm o 105.2 0.2 43
Il trim. 105.5 0.2 10
Il trim. 106.1 0.6 30
IV trim. i 1077 1.5 26
1996
| mim 106.2 -4 0.9
IF trim 101.5 12 1.9
11l trim 104.7 -l 13
IV trim 105.9 Il -7
1997
1 trim : 105.8 .1 04
Il trim 1064 0.6 -1.0
1 trim 105.0 -3 03
I¥ trim 105.1 0l 08
1998 : )
| trim. : 104.1 09 -1.6
el 103.6 04 -6
Mim. 104.1 0.5 08
IV trim. 103.2 09 -1.8
1999
| tim. 102.2 0.9 -18
Il tim. : 100.6 -1.6 -1
I trim. 102.2 1.6 -1.8
IV trim. J 102.1 02 -1l
2000 &
| trim. 102.6 0.5 03
1 trim. 1024 0.2 1.1
1 trim.** 1033 0.9 1.0
1Y trim . ** : 103.5 0.2 1.4

(1) Variation in relation to the previous period. See note | in the text.
{2) Variation in relation to same period previous year.

Please see footnote 1 within the text,
* Relation between GDP at current prices and at 1993 prices.

** Provisional figures.
Fuente: Secretariat of Economic Policy

area of the Euro recorded a slight accelerationup to 2.7%,  only in United States and Chile, whereas in the other coun-
Japan still showed a 0.6% deflation, while United States tries analyzed there are drops.
evidenced an important increase of 3.4%. As for wholesale

prices, in the last quarter, there appears to be acceleration The disparity of inflation rates approximately re-
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TABLE 4.3

[ndex of Prices Implicit within GDP from Good- and Service-Producing Sectors

Base 1993=100

: Implicit Prices Implicit Prices Relationship between
Period  from Good-Producing from Service-Producing  Good- and Service-Producing
Sector Sector Sectors
1993 100.0 100.0 100.0
1994 100.7 1032 915
1995 1044 106.7 97.9
1996 106.6 105.1 1014
1997 1065 104.1 1023
1998 1029 1027 100.2
1999 98.0 1023 95.8
2000* 101.8 102.3 99.5
1993
| trim. 100.1 913 1028
I trim. 1009 98.9 102.0
1l trim. 99.9 100.5 994
I¥ trim. 99.1 1029 96.3
1994
1 trim. 98.4 101.2 912
Il trim. 1013 102.4 98.9
I trim, 1005 1037 96.9
I¥ trim. 1023 105.5 97.0
1995
lrim 1026 106.5 96.3
Il trimm, 103.3 1062 912
IIf trim. 1043 106.5 9719
IV tim. 107.6 107.5 100.1
1996
| trim 105.6 105.6 100.0
1l trim 115 1048 106.4
Il tim 1043 104.1 100.2
W trim 1047 105.9 98.9
1997
I trim 105.7 1048 100.8
1l tim 109.6 1029 105.5
{1l trim 105.4 103.9 1015
IV trim 105.0 103.9 101
1998
| trim. 103.4 1027 100.6
llrim 104.0 101.8 1021
M1} trim. 103.7 103.2 1004
I trim. 1004 103.0 975
1 trim, 9.1 1025 95.3
Il trim. 96.8 1011 95.7
Il trim. 993 1029 96.5
Ntrim 983 1026 95.8
2000
frim. 59.0 1026 965
Il wim. 101.5 1016 9.9
1l trim.™ 103.6 102.6 101.0
IV trim.* 103.2 102.6 100.5

* Provisional figures.Please see footnote | within the texi,

Fuente: Secreiariar of Economic Policy

flects the evolution of their respective economic cycles,
given that United States’ GDP accumulated an increase of
around 5% during 2000, whereas the area of the Euro grew

a little more than 3%, and finally, Japan’s output only in-

creased 1.5% p.a. Although the European Union recorded
alower inflation in 2000, during most of the year, the Euro
continued depreciating in relation to the dollar, which was

only partially reversed by the end of the year. The evolu-
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TABLE 4.4
Inflation Rates Compared
(Quarterly Variation, %) (1)

CONSUMER PRICES

Period Argentina Brazil Chile USA. Germany Japan France
1Q97 04 34 14 0.5 LI 0.1 0.6
11Q97 -0.2 16 09 03 0.7 12 0.0
I Q 97 03 03 13 0.6 0.1 0.1 1.0
¥ Q97 -0.2 07 15 03 -0.1 -0.6 -0.5
1Q98 0.9 02 12 02 02 05 0.2
11Q98 0.l 1.4 0.9 0.5 0.5 0.1 04
Q98 0.3 0.7 1l 05 0.0 9. -0.1
I¥ Q 98 0.6 0.2 14 04 0.2 0.6 0.1
1Q99 0.4 19 08 0.6 00 -LI 03
Q99 0.6 1.0 0.8 0.8 08 0.2 0.3
Q99 04 19 00 1.0 04 0.1 0.l
IVQ98 04 24 08 04 04 -03 0.6
1Q 00 03 1.0 1.1 16 0.1 -04 0.5
11 Qo0 0.7 06 12 0.7 04 0.0 0.5
111 Q 60 0.1 14 05 0.8 o -0l 0.6
IV Q 00 -0.4 18 08 03 0.l -0. 03

WHOLESALE PRICES

Period Argentina Brazil Chile U.S.A. Germany Japan France
1Q97 0.1 15 -l 7 0.8 14 0.6
11 Q97 0.2 0.9 11 -0.1 1.7 0.2 -6
Q97 04 04 08 0.5 Il -1.5 34
I¥ Q 97 -1.0 19 06 09 08 0.5 -03
1098 42001 00 -3 A 09 20
11Q98 -0.1 09 0.0 09 -1.6 -0.1 Il
nmaq9os -0 -0.6 Ll 0.1 -1.5 0.9 0.0
¥ Q98 -3 0.7 35 0. 0.2 -2.5 35
1Q99 -1l 85 00 .03 02 0! 1.6
HQ99 0.8 31 11 1.6 0.1 1.8 10
maq99 I3 6.6 44 1.0 08 0.8 0.9
IV Q98 02 62 42 01 20 04 04
1Q 00 146 I -08 1.1 3.1 0.9 18
Q00 03 11 14 Il 04 I.6 0.2
1 Qoo 1.2 6.6 25 0.5 10 0.1 3.0
IV Q 00 -1.8 1.8 1.0 0.9 0.4 0.4 0.5

(1) Accumulated monthly change within each quarter.
Source: IMF and The Economist.

tion was practically the opposite in the case of the Il. Consumer Price Index

Yen, which appreciated in average against the dollar

during the 2000, to start falling in the last months. In November 2000, INDEC started to publish the

93 :



PRICES

TABLE 4.5
CPI Variation Rates per Category (%) (1)

Category Weight. (%) () 1998 1999 2000 100 1100 1100 VOO Jan-Feb'0l
Foods and Beverages 31.29 03 5.1 -1.5 06 -0 04 -1.5 0.1
Clothing 5.18 28 -39 -46 -l4 02 -3 -08 -7.8
Housing 12.69 03 10 -0 01 09 00 -0 -0
Household goods 6.55 47 -1.6 -22 03 -04 0.7 -0.7 0.3
Health ; 10.04 02 08 16 18 00 03 0.1 1.0
Transport and Communications 16.97 34 1.8 1.6 14 .05 -0.2 1.0 -0.6
Leisure 8.67 50 -0.9 -3.1 -06 -36 0.0 1.2 3.2
Education 420 0.7 04 -10 -0 -0I 0.0 0.1 0.2
Various Goods and Services 443 01 -04 1.6 00 Ol 11 -1.1 -0.1
GENERAL LEVEL 100.00 07 -1.8 -07 03 -07 0.1 -0.4 -0.1

(1) Accumulared monthly change within each quarter.
(2) Weightings corresponding to the new 1999=100 base
Source: INDEC [National Institute of Statistic and Census].

new Consumer Price Index of Greater Buenos Aires base
1999, which replaces the one prevailing up to then base
1988. The most important objectives were the update of
the base year after the long period elapsed (that includes
the hyperinflations of 1989 and 1990), a base of the
new National Survey of Household Spending of 1996
and 1997, the change of weightings of the sets of goods
and services within the consumption basket and the in-
clusion of new goods and services currently consumed.
The changes that took place between the weightings of
the new index and the former ones reflect the variations
of both consumption volume and relative prices. In gen-
eral terms, the relative weight of goods is significantly
lower in the new index, particularly food and beverages
and clothing, whereas, on the contrary, there is an in-
crease of the relative importance of services, both private
(rents, common expenses of condominiums, domestic ser-
vice, health and education) and public (transport, com-

munications, electricity, gas and water).

The decrease of the CPI’s general level in the fourth

quarter of 2000 (-0.4%) was mainly the result of drops
in Food and Beverages (-1.5%), Clothing (-0.8%) and
Housing (-1%). Thesc categories have shown a deflation
trend since 1996. This decrease was partially offset by
increases in Transport and Communications (1%) and En-
tertrainment (1.2%). On the other hand, during the pe-
riod January-February of 2001, CPI evidenced a mini-
mum variation (-0.1%) basically provoked by the rise of
Entertainment (3.2% due to the tourist season), that was
set off by the strong fall of Clothing (-7.8%, due to low
season sales) (Table 4.5).

Observing what happened during 2000, there is
the perception that CPI's 0.7% annual deflation, partic-
ularly pushed by drops in categories mainly made up of
goods (Food and beverages —1.5%, Clothing —4.6%,
Household Equipment —2.2%) as well as of others made
up of services (Entertainment —3.1%, Education —1%).
The categories that evidenced increases were Health

(1.6%) and Transport and Communications (1.6%).
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TABLE 4.6
CPI: Evolution of goods and services

Indexes (April 1991 = 100) and variation rates (%) (1)

Period Goods : Services ~ Relative Prices

Average o Private ¥ Public ®  Priv.Serv. PublServ. PublServ./
Index VYar. Index Var. Index  Var. Goods Goods Priv. Serv.

1993 13113 7.0 16176 157 13030 117 12336 99.36 80.55
1-93 12781 10 15520 10 12639 19 12143 98.89 §1.44
1n-93 13129 17 16025 13 1948 24 12206 93.62 §0.80
1 -93 13200 05 164.88 19 1L 13 12490 9938 19.57
¥ -93 13343 L1 18672 L1344 12 12496 100.53 80.45
1994 -~ 133.02 1.4 173.68 7.4 141.02 82 13057 i06.02 81.20
1-94 13159 .14 17039 11 13468 04 12949 10235 19.04
1I-94 13178 01 17246 13 13642 13 131.02 10352 19.01
111 - 94 13360 14 17541 16 14319 50 13129 107.18 81,63
v -94 13510 L1 17626 05 14980 44 13047 11087 84.98
1995 13682 2.9 179.41 3.3 153.18 86 13113 111.96 85.38
1-95 13642 10 17951 18 15089 0 13159 110,40 84.05
1 - 95 13663 02 17909 00 15260 Il 131.22 111.69 85.12
1 - 95 13661 00 17013 02 15393 09 13151 11263 85.65
IV -95 13754 06 17902 03 15521 09 130.24 11289 86.69
1996 13678 0.0 179.16  -0.1  158.85 37 13098 116.14 88.67
1-96 13643 08 18047 08 15562 02 13228 114.06 86.23
1N - 96 13603 03 17876 09 15606 03 13141 4.2 8730
1 - 96 13726 09 17886 0.1 15640 03 13031 114.09 81.55
V- 96 13740 01 178582 02 16113 61 129.93 12164 93.62
1997 13638 -03 179.18 0.0 17568 106 13138 128.82 98.05
FSoT 13644 07 18040 LI 38 13222 12718 96.19
n-97 13585 04 17856 40 18R 19 13144 130.16 99.03
1 - 97 13668 06 179.00 03 17678 00 131.04 129.32 98.69
v - 97 13653 00 17864 03 175460 07 130.84 12861 98.30
1998 13723 0.6 179.85 0.4  186.69 63 13105 136.04 103.81
1-98 13662 01 18053 L1857 5.8 13214 135.98 102.90
11-98 13151 01 17883 09 18In 10 130.12 136.51 104391
1 - 98 13818 05 179.89 05 18649 07 130.19 13497 103.67
v -98 13643 -1l 18003 01 18619 0.2 13176 13671 103.75
1999 13336 -2.8 18027 02 192.06 29 13517 144.02 106.54
1-99 13450 -16 18294 16 19135 14 136.01 142.26 104.60
1 -99 13406 03 17901 2 19183 0l 13350 14284 106.99
1 - 99 13289 <10 17971 03 19295 07 135.24 14520 107.36
v - 99 13189 08 17931 01 19231 03 135.96 145.82 10725
2000 13138 15 179.18  -0.6 193.94 1.0 13638 147.62 108.24
1-00 13165 02 15196 1519247 0l 13821 146.19 105.78
1 - 00 13133 02 17876 48 19426 09 136.12 14192 108.47
1 - 00 13139 01 17844 02 19504 04 13580 148.44 10931
vV -00 3116 02 17156 A5 19401 05 135.38 14192 109.26
Feb'01* 129.09 -1.8__ 180.07 09 19350  -0.8  139.50 149.90 107.46

* Provisional figure

(1) Variation rates between quarterly and annual averages.

(2) Private services include all CPI services, except those included as public services. Mair items are:
lunch out of home, house rent, domestic services, pre-paid and auxiliary health services, physicians and
dentists and formal education. They account for 32,8% of the CPI in the new 1999=100 base

(3) Public services include electricity, sanitation services, gas and other domestic fuel, short distance buses
and frains, taxi, subway, mail and telephone. They represent 12,8% of the CP1 in the new 1999=100 base

Source: Secretariat of Economic Pelicy, based on data from INDEC

By analyzing CPI relative prices, Table 4.6 shows  latter to a lesser extent (-0.3%). This slight decline is exclu-
that in 2000, in average, there was a fall of prices both  sively attributable to private services, which fell 0.6%, whereas

of Goods (-1.5%), as well as of Services, although the  publicservices increased 1%. This diverse behavior between
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goods and services in general, on the one hand, and between
private and public services on the other hand, has been repeat-
ing since 1995. And, as a consequence of both the relation
services to goods as well as public to private services, they
showed new highs in 2000 (Table 4.6 and Table A4.4
of the Statistical Appendix).

IIl. Wholesale Price Indexes

In 2000, wholesale prices partially recovered
from the reductions of the previous three years, only
to go back to their 1998 levels. The explanation is
mostly provided by the world evolution of commodi-
ties’ prices, leaded by oil and metals, in a period when
the world output expanded at a rate of 4%. This trend
also reached manufactured products, which rose by

1.4% p.a. in average, but imported products remained

GRAPH 4.4

stable (Graph 4.4).

Graph 4.4 clearly shows the inflection of the
downward trend of wholesale prices until the be-
ginning of 1999. The recovery of primary products
translated into a relative improvement of their pric-
es with respect to manufactured products that in
average amounted to 15% in 2000 against 1999.
However, it is also apparent the fall experienced by
wholesale prices by the end of last year, provoked
this time by the decline of those primary products
themselves (oil and gas and agricultural prod-
ucts) (Tables A4.5, A4.6 and A4.7 of the Statis-
tical Appendix).

In the fourth quarter of 2000, the Do-
mestic Wholesale Price Index (DWPI) decreased
1.8%, basically due to the fall of primary prod-

System of Wholesale Price Indexes (SWPI)

General Level (1993=100)

wDPI
——— wDBPI
- = = =pBPI

111 A
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101

7._,. S e
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ucts (-8.7%), and to a lesser extent,
TABLE 4.7 '
System of Wholesale price indexes of imported products. On the con-
(Base 1993=100) - % Variation Rates (1) - % Variation Rates (I)  trary, manufactured products had al-

most no variation. In 2000, in aver-

|. WHOLESALE DOMESTIC PRICE INDEX (WDPI) age, the DWPI gained a significant

Gral. Level Domestic Products ~ Imported
Broducs 4%, but primary products were the
Total Commod. Manufact. and main responsible for this rise, since
& : Electricity )
.98 12 12 59 0.0 03 they grew 16.5% in average. Ana-
Il -98 0.1 0.0 0.2 0.0 -5 lyzed by the end of the year (Decem-
-9 20 20 49 12 20 _
IlV _9: 31 1 nr 12 18 ber of 2000), the greatest rises corre-
1998 -6.3 -6.3 -21.1 -2.3 -5.6 sponded to oil and gas (10%), oil re-
[-99 -1 -1.0 -12 -1.0 -1.6
1 0
1199 08 L0 85 06 15 fined products (9.5%), tobacco
1 -99 13 14 8.9 04 0.0 (14%) and cattle breeding products
IV-99 02 0.l -13 0.1 1.2 . .
1999 12 14 139 13 19 (8%). The most important falls were
|-00 26 17 18 1.5 0.7 those recorded by radio and television
Il -00 03 04 35 04 0.6 : :
e ment and devices (-16%), med-
- 00 12 14 54 03 13 e wccs (ol 68l
v - 00 -1.8 -1.8 -8.7 0.2 -0.8 ical and precision instruments (-12%)
];ni::?()l* ;: ;T ;: :): t: ; and non-metal minerals (-10%). The

strong advance of oil at the beginning

2. WHF".ESIALE DOMESTIC BASIC PRICE INDEX (WDB?I) of 2000 started to decrease by the end
Gral. Level  Domestic Products Imported of the year, so in February 2001, it
: e ‘ Products

_ was the same as onc year ago. Import-
Total Commod. Manufact. and

Electricity ed products were falling by 2% year-
=98 -12 -13 39 0.0 03 on-year in December, continuing with
0 Y 00 02 0.0 18
hmiiga | g0 23 09 19 the trend evidenced since 1996.
-9 34 35 - 13 18
1998 -5.9 -5.9 -19.1 -2.1 -5.5
N 1 -1 13 1 15 The Wholesale Domestic Basic
ey 0.9 Il 84 0.6 -1.6 Price Index (WDBPI), that excludes
=9 |4 1.5 8.8 04 0.0 .
V-9 0l 00 25 07 1 the taxes contained by DWPI, de-
1999 1.2 1.4 13.4 -1.4 -1.9 creased 1.8% in the fourth quarter
l-00 10 12 19 0.6 0.6 £2000. al b
1-00 04 04 34 04 06 © » although it grew 1.9% dur-
- Oh : 13 1.5 54 04 -13 ing 2000, whereas the Producer Ba-
Iv -00 -1.8 -1.9 -8.7 0.3 -0.8 ; ; :
2000 1.9 22 7.3 0.8 2.0 sic Price Index (PBPI), which repre-

Jan-Feb'0l* 0.2 0.2 0.4 0.1 0.3 sents only goods produced in the
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TABLE 4.7 (Cont.)

System of Wholesale price indexes ‘
(Base 1993=100) - % Variation Rates (1) - % Variation Rates (1)

3. PRODUCER BASIC PRICE INDEX (PBPI)

Gral. Level

~ Domestic Products

Total Commod. Manufact. and

Electricity

1-98 17 - -6.7 -02
11-98 03 <03 09 02
Il -98 -4 -14 -4 -1
IV-98 33 33 -104 -14
1998 -6.5 -6.5 -19.2 -2.9
1-99 -7 T -1.1 -1.5
I-99 10 10 8.5 0.7
11 - 99 1.7 1.7 9.1 01
IV-99 0.0 0.0 13 0.6
1999 1.1 1.1 13.1 -1.8
1-00 21 1 Il 0.6
00 02 0.2 15 -04
-0 15 1.5 5.1 04
1V - 00 -1.5  -I.5 -7.8 0.5
2000 23 23 7.1 1.0
Jan-Feb'01% 0.0 0.0 0.0 -0.1

(1) Accumulated monthly change within each quarter.

(*) Provisional Data.

Source: INDEC [National Institute of Statistic and Census].

country, declined 1.5% in the quarter and rose

2.3% in the year (Table 4.7).

Finally, during the period January-Febru-
ary 2001, wholesale prices remained stable, with
minimum variations for WDPI and WDBPI (0.1%
and 0.2% respectively), while the PBPI did not
change. In this period, the ones responsible for
the slight advance were primary products and im-
ported products, whereas manufactured products

remained invariable.

IV. Cost of Construction

The Cost of the Construction in Greater Bue-
nos Aires (CCI) fell during 2000 to 3.3%, both taking
into account the whole period (December to Decem-
ber), and annual averages (2000 vs. 1999). In the
fourth quarter of last year it was still declining (-1.1%).
Besides, the preliminary data of the period January-
February of this year is stable. All the categories that
make up this index fell during last year, although the

most important drop was that of Labor Force (lost 4.6%
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TABLE 4.8
Construction Cost in greater Buenos Aires

Indexes (1993 = 100) and Variation Rates - % - (1)

End of: General Level Materials . : Labor _ Gral. Expenses
Index Var. Index Var. Index Yar. Index Yar.

1-93 98.5 12 99.7 0.6 973 5.6 98.2 3.
- 93 984 0.1 99.9 0.2 96.6 071 99.1 15
- 93 101.7 34 100.2 03 1033 69 1015 1.8
¥ - 93 103.5 1.8 1004 0.2 106.7 33 102.7 12
1994 102.2 -1.3 102.2 1.8 102.1 -4.3 102.2 -0.5
1-94 102.7 -0.8 100.% 0.5 104.9 -1 100.0 -6
il -94 1024 -03 1013 04 103.6 -1.2 101.8 1.8
11l - 94 101.5 -0.9 101.7 04 101.4 -1 100.9 09
v - 94 102.2 0.7 1022 0.5 102.1 0.7 102.2 13
1995 103.0 0.8 103.0 0.8 103.6 1.5 99.6 -2.5
1-95 105.8 35 103.2 1.0 108.6 64 105.4 31
1n-95 105.8 0.0 103.8 0.6 108.1 -0.5 104.0 -13
1 - 95 104.2 -1.5 103.6 02 105.5 24 100.6 -33
¥ - 95 103.0 =12 103.0 0.6 103.6 -18 99.6 -1.0
1996 97.8 -5.0 101.7 -1.3 93.8 -9.5 97.2 -2.4
1-96 102.0 -10 1023 0.7 1021 -14 99.6 0.0
Il -96 1019 0.1 1023 0.0 101.6 -0.5 99.1 0.1
Al -96 98.1 31 101.9 04 94.1 -14 99.2 05
IV - 96 978 03 1017 02 938 -03 912 -0
1997 98.9 1.1 101.8 0.1 96.1 2.5 99.0 1.9
I-97 98.0 0.2 1019 0.2 942 04 91.1 0.5
Il -97 98.6 0.6 101.6 -03 95.1 1.6 975 0.2
I - 97 993 0.1 101.7 0.1 91.1 1.5 978 03
¥ - 97 98.9 04 1018 0.1 96.1 -10 99.0 12
1998 98.9 0.0 100.9 -0.9 96.8 0.7 99.1 0.1
1-98 98.9 0.0 101.6 0.2 96.2 0.1 98.9 -0.1
11 -98 98.6 03 1012 04 96.1 -0.1 982 0.7
11l - 98 984 -0.2 1012 0.0 95.1 0.4 98.2 0.0
1V - 98 989 0.5 100.9 03 96.8 Il 99.1 0.9
1999 98.6 -0.3 100.2 -0.7 96.8 0.0 99.3 0.2
1-99 994 05 100.7 -0.2 918 1.0 1008 1.7
I-99 99.1 0.3 100.5 -0.2 974 -04 100.2 -0.6
i - 99 98.5 0.6 100.2 03 96.7 -0.7 993 0.9
v -99 98.6 0.1 100.2 0.0 96.8 0.1 993 0.0
2000 95.3 -3.3 98.3 -9 923 -4.6 97.6 1.7
1-00 98.2 04 100.0 0.2 96.2 0.6 98.9 04
il - 00 9713 0.9 993 01 950, -12 99.1 0.2
1l -00 96.4 09 98.8 0.5 931 -14 919 -1.2
1V - 00* 953 =11 98.3 -0.5 92.3 -1.5 97.6 -0.3
j]an-Feb'01* 95.4 0.1 98.1 -0.2 92.1 -0.2 98.1 0.5

(1) Accumulated monthly change within each quarter.
(*) Provisional Data.
Source: INDEC [National Institute of Statistic and Censusj.
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in average). Allin all, this index’s general level, in Feb-
ruary 2001, was almost 5% lower than the base year

1993 (Table 4.8 and Table A4.8 of the Appendix).

V. Basic Products International
Prices

Prices of the main inputs, which had suggested a
slight recovery in the first half of 2000, after the strong
drops of the previous years, interrupted their upward move-
ment in the second half of the year. As a consequence of
both movements, the average for commodities (excluding
oil) rose only 1.7% in average, in comparison with 1999.
So, the general index prepared by the International Mone-
tary Fund was almost 20% below the figure of 1997 (start-
ing of the Asian crisis) in 2000. Nevertheless, oil (and, to a
lesser extent, gas) continued with their completely different
track, since they reached their peaks of the decade last year.
Oil increased 115% average against 1998, and gas rose by
50%.

According to the IMF projections, average
commodities prices (excluding fuels) would remain prac-
tically stable this year with respect to 2000, since lately
there the forecast is a significant slowdown of world
growth. However, projected variations are strongly pos-
itive for food (9%), which is now at its lowest, and much
lower for metals (2%), which had already risen strongly
during 2000. For the prices of oil, the estimation indi-
cates that they will sustain in levels slightly below U$S
25 per barrel, although this will depend to a great extent
on the quota policy adopted by the OPEC (preparing for

a new cut of production).

According to the index prepared by “The

Economist™, by the beginning of 2001, food was already
rising (with an annual positive variation of 3%), but
metals were falling (-6%) and so were doing manufac-
tures (-6%). It is worth highlighting that deflation has
affected even the price of the industrial manufactures
exported by industrialized countries, that have contin-
ued declining a significant 6% average in comparison
with 1999 and accumulates five years of consecutive
drop. It is also convenient to remember that this sup-
posed deflation of agricultural and industrial commodi-
ties expressed in dollars hides the strengthening of the
United States currency during the last four years. For
example, the average price variation calculated by “The
Economist” shows very different results in the last year
according to whether it is expressed in dollars (-1%),

euros (+8%) or yens (+10%).

In the international cereals exchange markets,
the average value of wheat for the fourth quarter of 2000
increased 14% compared to the previous quarter, the
average for 2000 being 2% higher than the average quo-
tation of 1999 (Table 4.9). The price of corn recovered
17% in the fourth quarter with respect to the third, but
this implied that that average for 2000 was even 2% low-
er than in 1999. Rice did not change in the fourth quar-
ter, but lost 18% in average during 2000. IMF price fore-
casts foresee a recovery of around 14% for wheat and of

22% for corn during the whole of 2001.

The prices of soybean and soybean by-prod-
ucts stopped their falling trend during the fourth quar-
ter of 2000 and, in the year, they showed a diverse evo-
lution. Thus, in the period October-December, seed in-
creased 4%, meal did s0 by 15%, but the price of soy-
bean oil, the one with the highest unit value, continued

dropping (-3%). As for the average of 1999, i