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Executive Summary

In October, the financial intermediation activities of the ensemble of financial institutions with the
private sector resulted in a monthly increase of the stock of loans in pesos in real terms. Regarding
the supply of payment services, the electronic means of payments have continued to keep an
upward path over the month. Against this backdrop, the aggregate financial system has preserved
its high liquidity and solvency levels.

Instant transfers of funds in the system have continued to grow steadily in October. In year-on-year
(y.0.y.) terms, instant transfers have more than doubled in number (+119.4%) and have grown
56.2% in amount in real terms. This evolution was mainly due to the performance of transactions
involving an interaction between accounts held in financial institutions and accounts with payment
service providers (PSPs), and to transactions made exclusively via accounts in PSPs. In turn,
electronic checks (ECHEQs) have also posted a positive performance, accounting for nearly 70% of
monthly transactions in number and 42% in amount.

In October, the stock of loans in pesos to the private sector rose 5.3% in real terms (-4.2% y.0.y. in
real terms), mainly resulting from the evolution of credit lines for consumption (due, in part, to the
seasonality of cards) and, to a lesser extent, from the performance of commercial lines. The
stock of private sector deposits in pesos went down 3.1% in real terms over the month (-8.4%
y.0.y.), mainly because of the evolution of time deposits.

In the tenth month of the year, the non-performing ratio of loans to the private sector stood at
2.8%, down 0.2 percentage points (p.p.) over the month (-0.3 p.p. y.0.y.). The delinquency ratio did
not exhibit significant differences between the segment of loans to households and the segment
of loans to companies, standing at around 2.8%. The financial system’s total provisions
accounted for 3.5% of the stock of loans to the private sector and for 125.5% of the non-
performing portfolio of loans.

The financial system’s liquid assets in a broad sense amounted to 80% of deposits by the end of
October, down 0.9 p.p. against the figure recorded in September but up 6.6 p.p. in a year-on-year
comparison. Over the period, the ratio for the items in pesos stood at 78.8% while the ratio for the
items in foreign currency stood at 87.2%.

The financial system’s solvency indicators have continued to stand at high levels. In October, the
Regulatory Capital (RC) of the ensemble of financial institutions accounted for 30.9% of risk-
weighted assets (RWAs), up 1.6 p.p. y.0.y. The capital surplus position (ASE minus the capital
regulatory requirement) stood at 285.8% of the requirement at systemic level, going up 21.2 p.p.

y.0.y.

In the aggregate of the last 12 months up to October, the financial system as a whole has
accrued a total comprehensive income in homogeneous currency equivalent to 4% of assets
(ROA) and to 21.1% of equity (ROE). These profitability ratios have gone up in a year-on-year
comparison.
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|. Financial Intermediation Activity

Taking into account the most relevant movements of the aggregate financial system’s balance
sheet items in pesos, from the perspective of the origin of the funds, there was a decrease in the
stock of broad liquidity in real terms, accompanied by a reduction in the lending to the public
sector over the month. In turn, from the perspective of the uses given to the funds, the stock of
loans in pesos to the private sector in real terms went up, while the stock of deposits in pesos in
real terms from the private and public sectors went down.!

In October, the stock of financing in domestic currency to the private sector went up 5.3% in real
terms. This performance was widespread across all groups of financial institutions. It was mainly
accounted for by credit lines for consumption (due, in part, to the seasonality of cards) and, to a
lesser extent, by commercial lines (see Chart 1).2 In a year-on-year comparison, the stock of loans
in pesos to the private sector went down 4.2% in real terms.

Chart 1| Stock of loans in pesos to the private sector Chart 2 | Estimated stock of the Credit Line for Productive
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In recent months, the “Credit Line for Productive Investment (LFIP)” of Micro, Small and Medium-
Sized Enterprises (MSMESs) has continued to be one of the main tools for credit stimulus.®From
its launch (in October 2020) to November 2023, around ARS9.3 trillion were disbursed to nearly
527,300 companies. The estimated stock under the LFIP stood at ARS2.5 trillion in October,
accounting for 13.8% of the total stock of loans provided to the private sector (see Chart 2).

1 Upon considering the segment in foreign currency, from the perspective of the main origins of the funds, the stock of public sector deposits
went up while liquidity went down over the period. The increase of financing to the public sector and the drop of private sector deposits
resulted from the most relevant monthly uses of resources in foreign currency at aggregate level. In turn, within the framework of the “Export
Increase Program’, in October, there was an increase in the stock of deposits in real terms with variable yield based on the evolution of the
foreign exchange rate. On the other hand, a rise was observed in the institutions’ holdings of BCRA Internal Bills in US dollars and payable in
pesos according to the Benchmark Exchange Rate (LEDIV) at zero interest rate.

2 Including capital adjustments and accrued interest.

3 For further detail, see Box 2 of |EF 11-23.
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In October, the stock of loans in foreign currency to the private sector contracted 2% against
September.* In this context, the stock of total lending (in domestic and foreign currency) provided

Chart 3 | Stock of private sector deposits in pesos
In real terms* - Financial System
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to the private sector rose 4% in real terms over the
period (-4.6% y.0.y. in real terms), due to the impact
of the monthly increase of credit in pesos.

Regarding the financial system'’s funding, the stock
of private sector deposits in pesos contracted 3.1%
in real terms (see Chart 3), mainly due to the
performance of the time deposits segment, which
was lessened in part by the increase in the stock of
sight accounts in real terms.

The stock of private sector deposits in foreign

in October.® Against this backdrop, the stock of private sector total
deposits (in domestic and foreign currency) went down 4.4% in real terms against September. In a
year-on-year comparison, the stock of private sector deposits in domestic currency accumulated an
8.4% drop in real terms in October. Thus, the total stock of deposits (considering all currencies and

Il. Aggregate Balance Sheet Evolution and Composition

The financial system’s total stock of assets

Chart 4 | Total assets in real terms
Financial System
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assets in the case of private banks and an increase
in state-owned banks, as evidenced by the shares
of these groups in the total figure.

In terms of the main components of the sector's

total stock of assets, there was a slight reduction in
the share of BCRA's instrument holdings, liquid
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assets and current accounts in foreign currency, accompanied by an increase in the relative share
of loans in pesos to the private sector. In October, regarding the most relevant items of the financial
sector's total funding, there was a contraction in the share of private sector time deposits in pesos,
and also in private sector deposits in foreign currency and in public sector deposits in pesos,
accompanied by an increase in the relative share of private sector sight accounts in pesos and of
net worth (see Chart 5).

In October, the estimated differential between the items of assets and liabilities denominated in
foreign currency ° stood at 38.8% of the Regulatory Capital (RC) at systemic level, slightly below the
figure recorded in September (+16.1 p.p. y.0.y.). In turn, the estimated mismatch between assets
and liabilities in pesos adjusted by CER (or denominated in UVA) totaled 62.9% of ASE at aggregate
level, down 1.1 p.p. against September (+7.7 p.p. y.0.y.).

1. Portfolio Quality

Chart 6 | Stock of loans to the private sectorinterms of |y Qctober, the financial system's gross
assets
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In October, the non-performing ratio of loans to
Chart 7 | Non-performing ratio of loans to the private the private sector reached 2.8%, down 0.2 p.p.
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6 Including purchase and sale forward transactions in foreign currency, classified as off-balance. The deposits subject to a variable yield based
on the evolution of the exchange rate (associated with the Export Increase Program) are included in liabilities, while BCRA's LEDIVs are included
in assets.
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Chart 7). The delinquency ratio of loans to
households stood at 2.8% over the period (-0.2 p.p.
m.o.m.), and this performance was mainly driven =

by the portfolio of loans intended for il
consumption.” In the same line, in October, the 200 | 14
non-performing ratio of loans to companies also
stood at 2.8% (0.3 pp. m.om.), and this
performance was widespread across the various 1o 12
economic sectors, even though a deeper relative
drop was observed in the industrial sector and the
construction business. 0 0

URU MEX CHI ARG coL PER BOL PAR

* URU (Jun-23), MEX (Aug-23), CHI (Aug-23), ARG (Oct-23), COL (Aug-23), PER (Jun-
23), BOL (Aug-23), PAR (Aug-23). Source: BCRA y IMF (FSI)

Chart 8 | Financial sector’s provisions
International comparison*
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150 13

50 41

The financial system's total provisions accounted

for 3.5% of the stock of loans to the private sector (-0.1 p.p. m.o.m. and -0.4 p.p. y.0.y.) and for
125.5% of the non-performing stock of loans (+3.7 p.p. m.o.m. and -1.3 p.p. y.0.y.). These levels are
in line with the average value observed in the countries of the region (see Chart 8). In turn, the stock
of provisions attributable to the non-performing portfolio of loans accounted for 89.4% of such
portfolio at systemic level.®

IV. Liquidity and Solvency

The financial system'’s liquid assets in a broad
sense’ accounted for 80% of deposits by the
end of October, down 0.9 p.p. against the

Chart 9 | Financial system’s liquidity
In % of deposits

Domestic currency Foreign currency
Treasury bonds eligible for cash reserves - excess minimum cash compliance*

m Treasury bonds eligible for cash reserves*

value recorded in September. Over the period, % Netrepowithbera %
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the ratio for the items in pesos stood at 78.8%, 7| Gashholding and curr acc. in BGRA
. . . . 80 80
and the ratio for items in foreign currency i
nil 60
stood at 87.2% (see Chart 9). Upon *[!''mnit
. . . .. . 40 | 40
considering the components of liquidity in
domestic currency, between ends of month, * | i 2
there was an increase in the share of netrepo ° S cagassgcgesg  ssssssNNaaaee

transactions with the BCRA, accompanied by S§8E233888%533
a drop in the holdings Of the MONELATY  torcmes i et comoney seament SoomesBopa oo Exportador are
authority’s LELIQs. Broad liquidity (in pesos

and in foreign currency) went up 6.6 p.p. in terms of deposits against October 2022.

7 For a further detail and analysis of the risk taken by the ensemble of financial institutions in their exposure to credit to households, see Exhibit 3: “Exposure
to credit risk originated in natural person debtors of financial institutions and non-financial credit providers” and Exhibit 5: “Evolution of household
indebtedness in terms of income” in |EF 1I-23.

8 Total provisions net of the minimum regulatory provisions for debtors’ categories 1 and 2, according to the criteria set by the rules on
regulatory minimum provisions for loan loss exposure.

9 It considers liquid assets, BCRA instruments in domestic and foreign currency and all sovereign bonds admitted for compliance with the
minimum cash requirement.
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The financial sector's solvency ratios have  chart 10| Capital compliance and capital position
continued to stand at high levels against the _I:jzzz:g:zzgzznz % Requirement
average of the last 10 years. Over the month, ™ [ oexcesscanital compiiance I % of capital requirement right axi)

the Regulatory Capital (RC) of the ensemble of zz 22 = . - 0
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Table 1 | Financial system'’s profitability provisions, quite above the average of the last
12 months accumulated to... 10
10 years (20.6%)
Financial margin 15.8 24.6
Interest income 9.0 12.3
CER and CVS adjustments 17 43 In the aggregate of the last 12 months up to
Foreign exchange price adjustm 1.2 42 . .
Gains on securities 16.4 274 October, the financial system as a whole has
Returns on repo 2.7 6.9 . . .
Interest expense 5.2 30.5 accrued a total comprehensive income in
Other Financial Income 0.0 0.1 .
Service income margin 1.9 1.6 homogeneous currency equivalent to 3.8% of
Loan loss provisions -0.8 -1.0 ROA) dt 20 50/ f t (ROE)(
Operating costs -6.6 7.1 assets and to 20.5% of equi see
Net Monetary Position -6.4 -10.5 ( ) . ° . q y
Tax charges -2.1 -3.9 Table 1). These profitability ratios have gone up
Other Comprehensive Income (O -0.2 0.1 . . .
Return on assets (ROA) 16 38 in a year-on-year comparison mainly due to a
T S 2t higher financial margin (increase of income

from securities and income from interest and

exchange rate differences, even though
lessened by higher expenditure for interest), an effect which has been offset in part by higher losses
due to exposure to monetary items and to tax expenditure, among other concepts.

V. Payment System

In October, the transactions made via the most relevant retail electronic means of payment
continued to exhibit a positive performance. Instant transfers went up significantly over the
month: 11.3% in number and 15.7% in amount in real terms (see Chart 11). The monthly evolution
was widespread across all segments (instant transfers between Uniform Banking Codes (CBUs),
funds debited from accounts held in financial institutions and credited in accounts with Payment
Service Providers (PSPs) and vice versa, and transactions made exclusively between accounts of
PSPs —Uniform Virtual Code (CVU) to CVU). ' "2 In year-on-year terms, instant transfers have

10 The available coverage in terms of capital has been relatively high in recent years, which is one of the main strength features of the
ensemble of financial institutions. For further detail, see Section 2 of |EF [I1-23.

11 In October 2023, instant transfers from CBU to CVU accounted for 31.8% of the total number of instant transfers (12.3% of the total amount)
and instant transfers from CVU to CBU accounted for 25.7% of the total number of instant transfers (19.5% of the total amount).
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more than doubled (+119.4%) in number and  chart 11| Instant Transfers

have gone up 56.2% in amount in real terms. Amount Quantity
This performance has largely resulted from  Trillions % GDP I
. . . . . 16 - - 80wy a
transactions  involving the interaction , | * 2 “23'(']°”f-CBUacvu
. . . CvUa CBU
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. 8 wit-.I1lilh | 140 [
also from segment of transfers exclusively Pttt 30 200 ol |
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. . . 0 1 | 1 1 1 1 0
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. 5 49 & 5 4L £ B g agagqgq
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©
) )
0, Source: BCRA. *Three-month moving average annualized in terms of nominal GDP estimated
aCCOUHted for around 726 /0 Of GDP: Up 274 for the same period, Not-seasonally adjusted. Note: Transfers between accounts within the

p p aga | nSt the same month Of 2022 same financial entity and between internal accounts of the same PSP are not included.

In October, instant transfers between CBUs —excluding those made between accounts of the

Chart 12| Instant Transfers from CBU to CBU* by channel same f|nanC|a|.|nst|tutlon— acoqunted for
Composition as of Oct-2023 (y.0y. changeinp,p.) 33.1% of total instant transfers in number
Amount Quantity (65.2% in amount). Within this group,
BATM (IT) Corporate electronic banking (IT) H H H H
" Homebanking (1) Nl banking (1) transactions made yla Mobile Banqug
- 15% recorded a monthly increase of 9.6% in
1.7% (-0.8) 1.4% (1) (0.6)

T number (12.7% in amount in real terms). In

|
/ \ turn, transactions arranged via Online
. Banking grew 7.8% in number (18.4% in
‘;3235;‘ amount in real terms). On the other hand,
B0 / transactions made via ATMs went up 0.9%
/ in number (3.3% in amount in real terms),
- while transactions via Corporate Electronic
ﬁ]oclljll;(c:lee:dBCRA. *Note: Transfers between accounts within the same financial entity are not Banking rose 4.9% in number (89% in

amount in real terms). In this context, the
relative share of Mobile Banking continues to be on the rise, going up 4.4 p.p. y.o.y. in number and
standing at 53.8% (+2.6 p.p. up to 19.2% in amount) (see Chart 12).

The transactions involving Payments by Transfer (PCTs) via interoperable QR codes continued to
expand significantly in October (around 23%, in terms of both number of transactions and
amount in real terms). In a year-on-year comparison, this payment method expanded 337.5% and

12 Over the month, instant transfers between CVUs (excluding transfers made between accounts of the same PSP) accounted for 9.4% of the
total number of instant transfers (3% of the total amount).

13 Against the same period of 2022, transfers between CBUs have grown around 56.6% in number (8.8% in amount in real terms), transfers
from CBU to CVU have gone up 179% in number (147% in amount in real terms), transfers from CVU to CBU have risen 131% in number (80% in
amount in real terms) and transfers between CVUs have jumped 172% in number (155% in amount in real terms).

14 In October, the average transaction made via instant transfers stood at around ARS39,300 (ARS77,500 for instant transfers between CBUs,
ARS12,500 for instant transfers between CVUs, ARS14,000 for transfers from CBU to CVU, and ARS29,800 for transfers between CVU and
CBU).
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340.2% in number and amount in real terms, respectively, proving the increasing adoption and

preference for this method shown by users.™

Regarding the withdrawal of cash via ATMs, a
monthly reduction was observed in both the
number of transactions (-1.3%) and the amount
in real terms (-4.5%). In year-on-year terms, the
number of withdrawals has remained relatively
steady (+1%), even though the amounts
contracted nearly 27% in real terms.' It is
estimated that cash withdrawals via ATMs
(corresponding to the last three months and
annualized) accounted for 9.6% of GDP (-1.4 p.p.

y.0.Y.).

In turn, the clearing of checks was on the rise in
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Source: BCRA. *Three-month moving average annualized in terms of nominal GDP estimated for the
same period, Not-seasonally adjusted.

October against the value recorded in September (+12.1% in number and +20.8% in amount in
real terms) and against the same period of 2022."” A breakdown by type of check shows that
electronic checks (ECHEQs) have expanded significantly (46.3% y.o.y. in number and 34.1% y.o.y.
in amount in real terms). As a result, there was an increase in their share in the total clearing of
checks (accounting for 41.6% and 67.5% in number and amount, respectively, of the values
traded in October, see Chart 13). It is estimated that the total amount of cleared checks in the last
three months (annualized) was equivalent to 29.6% of GDP (+4 p.p. y.0.y.). On the other hand, the
bouncing of checks for insufficient funds in terms of total cleared checks posted virtually no
changes over the month (0.66% and 0.44% in number and amount, respectively), standing at

levels lower than the average of 2023.

15 Over the month, the average transaction involving PCTs amounted to ARS5,600.

16 Over the month, the average transaction amounted to ARS17,400.

17 In October, the average cleared check reached ARS1,000,000 (physical checks average = ARS570,000 and ECHEQs average

ARS1,650,000).
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