Post-Covid Monetary
Policy Normalization
in Argentina

German Feldman, Economic Research Deputy
General Manager

XVII Monetary Policy Authorities Meeting CEMLA (virtual)

September 27, 2022

N BANCO CENTRAL
DE LA REPUBLICA ARGENTINA



Post-Covid Monetary Policy Normalization in Argentina

Content

International Context
Economic Activity
Inflation Dynamics

Monetary Policy Framework

i H W N =

Looking Ahead

Banco Central de la Republica Argentina




International Context Monetary Policy in Advanced Economies

Monetary Policy Interest Rates Futures of the Federal Fund Rate
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International Context Monetary Policy in EMEs

Monetary Policy Interest Rates
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International Context Impact on EE Bond Markets and Equity Markets

EM sovereign bond yields Global and EMEs equity markets
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International Context

Impact on EE Exchange Rates and Capital Flows

EME currencies

Flows to specialized funds in emerging market economies
2022
15% ¢ US$ Billions US$ Billions
10 150
5%
5 100
-5% ,‘
2 H ||.MHI.4I|1 ;I'l,l JIHH‘ {l : 50
15% AL
-25% -5 )
mWeekly flows
-35% -10 —4 weeks average -50
-45% * -15 -100
IR G P T O\ P SO Sl SIS SESFSTRIRTITIIFIIFIIIJIFYQ
F T TP N T @ ES 5855595858565555839835885:553%
& Q\ @'z’gé‘é(\\“q SN SLLsSsS T uwPaoasS<sPguzoun=<572g
(oO
m January 1 to February 23 ® From February 24 ® Annual

Source | Central Bank of Argentina from Bloomberg data. Source | Central Bank of Argentina from Bloomberg data.



(72]
]
O
'z
(o
>
=
©
o
£
£
o
O

| zeozinr

| zzoz uer

| 1Z0z I

| Tzog uer

/4( | ozozInr

S | 0z0T uer

| eT0ZINT

| 6T0T uer

| grozInT

| 810T uer

) | 1oz

X | L10T uer

) | 9t0zINT

- > - 9TOZ ueEf

_.Mr S A. . st0ZINf

= Wc ‘ | STOZ uer

w < | vTozZIN

> O - yToz uer

Hnu L | gtozInr

o © | €10T uer

= m - zroz I

a5 | zTOz uer

....W. mw, | TT0ZINT

o 9 | TTOZ uer

m r,_l_n_\,. . otozInr

S o | 0TOZ uer

O N | 600z INf

| 600 uer

| 800z I

e | 800 c32

2 | o0z et
c

o 900z I

o | 9007 uer

© | sooz Inr

nnv | 500z uer

X | vooz I

==

b €007 uef
£

400
350
300
250
200
150
100

Source | Central Bank of Argentina from IMF data.

Non-Fuel index

—Energy index

—All index



Argentina: Economic Activity Growth Outlook

Economic activity: monthly indicators
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Argentina: Inflation Dynamics

Inflation

Headline inflation
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Argentina: Inflation Dynamics Inflation: econometric analysis

Persistence component decomposition Contemporaneous component decomposition
(Apr-21 to Aug-22) (Apr-21 to Aug-22)
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Argentina: Monetary Policy Framework Monetary policy guidelines

Central Bank objectives: promoting monetary stability, financial stability, employment and economic development

with social equity.

Monetary policy
guidelines

Building-up of international reserves
Real interest rates progressively taken to positive values

Proactive FX management (rate of crawl consistent with inflation; maintaining the
competitiveness of the real exchange rate over the medium term)

Decreasing limits on monetary financing of the Treasury (under Fiscal discipline principle)

Credit stimulus to firms in local currency and at longer maturities, with emphasis on
investment needs.
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Argentina: Monetary Policy Framework

Monetary Policy

BCRA’s Treasury financing
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Argentina: Monetary Policy Framework Monetary policy

Interest Rate Structure
Effective annual rate
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Argentina: Monetary Policy Framework Monetary aggregates and deposits

Means of payment Time deposits
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Argentina: Monetary Policy Framework Credit

Business Loans by Type of Debtor Loans to Private Sector in ARS
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Managed floating FX

Argentina: Monetary Policy Framework

Multilateral RER Index

Nominal Exchange Rate
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Argentina: Monetary Policy Framework Managed floating FX

BCRA’s net interventions in the FX market
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Argentina: Monetary Policy Framework

Capital Flow Management Measures

Foreign Exchange Market
Net accummulation of external assets of the non-financial private sector
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Looking Ahead

International challenges

» Aggressive monetary policy tightening: USD appreciation, capital outflows, pressure on currencies
 War and energy prices
« Commodity prices, exchange rates and financial conditions

Domestic challenges

* Bringing down inflation in a sustainable way
 Development of local credit and capital markets
 Roadmap for gradual and condition-based unwinding of CFMs
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