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8. The result of the October parliamentary elections
will be key to the continuity of economic policy

Growth in Brazil is still weak and the engine that is China has lost momentum, which sets a limit to the possibility of
rapidly improving exports and international commodity prices. However, an international scenario in which ample
liquidity prevails and the withdrawal of monetary stimuli by the central banks of the developed countries takes place
without any major tensions remains a relatively favourable scenario for Argentina. This is because it allows the country
to finance its fiscal and external imbalances during the transition to becoming a more competitive economy.

In this context, October’s parliamentary elections become a key milestone at the time of designing scenarios for 2018-
19. Although there are still no reliable polls because of the recent presentation of the lists of candidates, it is unlikely
that after the elections, the composition of forces in Congress will change noticeably taking into account the amount of
senators and representatives whose seats will be at stake for each political party. In this sense, and as up to now, the
ruling coalition will continue to need the support of the other opposition parties and of the provincial governors to
obtain the approval of key laws.

However, the outcome of the senatorial election for the Province of Buenos Aires, to the extent that it is indicative of
the possible outcome of the 2019 presidential race, will have an important influence on the political capital of the
government and on the management of economic policy. A strongly adverse result for Cambiemos (which has a very
low probability) could increase political and social unrest and the country risk premium. The consequent increase in
the cost of external financing would force the government to conduct a more rapid fiscal consolidation and to postpone
the tax reform, with a possible negative impact on the level of economic activity and further depreciation of the
exchange rate. Conversely, a resounding victory for Cambiemos in the October elections would give greater political
capital to the government to carry out structural reforms and improve the productivity of the economy. In this case, a
substantial drop in country risk would allow a larger deficit to be financed at a lower cost and more rapid progress
could be made with the elimination of distorting taxes at the national and provincial levels, enhancing competitiveness
and medium-term growth.
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses
data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we
consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or
implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be
considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future
performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic context or
market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision
of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that
under no circumstances should they base their investment decisions in the information contained in this document. Those persons
or entities offering investment products to these potential investors are legally required to provide the information needed for them
to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in
cases where it is legally permitted or expressly authorized by BBVA.
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