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Attached for consideration by the Executive Directors is a
paper on a requeat expected to be received from Argentina for & purchase
equivalent to SDR 520.1 millison under the compensatory financing facility.
A draft decision appears on page 19.

This subject, together with the staff renort. for the 1982
Article IV consultation with Argentina and the request from Argentina
for a stand-by arrangement (EDS/83/8, 1/10/83), has been tentatively
scheduled for discussion on Monday, January 24, 1983,
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INTERNATIONAL MONETARY FUND
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Use of Fund Resourcea-—Compensatory Financing Facility

Prepared by the Research Department and the Westarn Hemisbhere Department

(In consultation with the Exchange apd Trade Relations,
Legal, and Treasurar's Departments)

Approved by Wm., C. Hood and Bduardo Wieaner

January 10, 1983

The Managing Director has been informed that the Argentine authorities
will shortly request a purchase of SDR 520.! millfon (equivalent to 64.8 per
cent of quota) under the compensatory financing decision. The request, the
first by Argentina since March 1976, is being made with respect to a short-
fall in export earnings for the 12 months ended September 1982. Earnings
for the laat month (September) of the shortfall year are estimated. This
paper is expacted to bhe consfdered by tha Executive Board concurrcatly with
a4 request for a l5-month stand~by arrangement in the amount of SDR 1,5 bil-
1fon (equivalent to 187 per cent of quota), If both of these requests are
approved and the resources fully utilized, Fund holdings of the member's
currency would be ratsed from 100 per cent of quota to 352 per cent of
quota. A wailver of the limitation in Article V, Section 3(b)(iii) of the
Pund's Articles of Agreement is required and 1s being proposed.

This paper, which is being circulated in advance of the formal request
from Argentina, s presented in five sections and an annex. The sections
deal with: (1) balance of payments position and cooperation with the Fund;’
(2) estimation of the export ghortfall; (3) causes of the shortfall and
earnings prospects; (4) repurchase; and (5) staff appralsal and proposed
decisfon. The relations of Argentina with the Fund are summarized in the
annex. )

1, Balance of payments position and cooperation with the Fund
4. Balance of payments pesition

After recording substantial surpluses f{n the three years through 1979,
Argentina faced increasing balance of payments difficulties over the follow
ing three years. The overall balance of payments deteriorated steadily
from a surplus of more tham SDR 3 billion in 1979 to a deficit of almost
SDR 5 billion in 1982, A marked decline in the trade balance was an impor—
tant factor underlying the deterforation in the overall position in 1980,
but thereafter, the trade balance improved steadily to an estimated surplus
equal to 3.8 per cent of GDP for 1982, The fundamental sources of Argentina's’
recent balance of payments difficulties include mounting interest payments
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Balance of Payﬁentc, 1978-83

Tabla 1. Argentina:
178 "Io79 1980 1981 1383 . 1383
Prel. Prod.

Sources:

A:. Current account
Merchandise
Exports, f.0.b.
Imports, c.i.f,
Services
" Of whicht
Travel (net)
Interest payments
Tranafers

B, Capital account
Banking system 1/
Trade finance 2,
Other public sector
- Other private sector 3/

C. SDR allocation

D. Valuation adjustment 4/
B. Overall balance

F. Financing

Net uee of Fund credit
Other 5/

Memorandun iteﬁét

Trade balance
Current account
Overall balance

Groess official reserves,
end of year
Arrears, end of year

Groes official) reserves/imports

« o == == (In millions of SDRE)} = = = = = «

1,466 =615 =3,663 ~3,89 =-2,023 =890
T056 W7 -1.935 =201 2,19 2,812

(5,112) (6,045) (6,163) (7,754) (7,349) (8,903)
(-3,062)(-5,186)(-8,098)(~7,955)(~4,990) (-6,091)

=624 =1,301 =1,745 =3,675 ~4.396 (-3.702)
(=245) (~772)(~1,112) (-897) (~83) (—)
(-575) (-909)(~-1,671)(~3,265)(=4,565) (=4,161)
a8 27 18 -19 14 {==}
998 3,703 1,680 827 =2,867 422
=26 =135 =398 33 454 -
=338 602 -88 -2,972 =-2,182 80
1,109 946 2,272 3,846 =594 -—
254 2,290 =105 =719 =544 342
= 3 36 - == =
s =% 8 10 -1 =
2,401 3,339 -1,899 =2,861 =4,952 -468
‘2'&0! =3.339 1,899 2,861 4,952 468
=345 - - - - 1,720.5
=-2,056 -3,339 1,89% 2,861 4,952 =-1,252,5
- {As per cent of GDP) ~ - ~ ~ --
5.3 1-09 -3.8 -0.4 308 3.9
3.8 -019 -702 "6.7 "'302 “152
607 7.? "'llol "5.8 "'8.0 "0.7
------ (In millions of SDRE) = = « = = «
4,072 7,351 5,447 3,005 2,978 6/ ves
- - - -~ 1,8608/ -
-— - - (In months of imports) — — = - = =
16.0 17.0 8.1 4.5 7.2 6/ o0

Central Bank of Argentina; and Fund staff estimates.

1/ Includes changes in Central Bank foreign sesets not considered part of

international reserves.

2/ Includes trade-related leads and lags, as well as identified trasde credits.

> 3/ Includes errors and omissions.

TV Changes in nat international reserves due to exchsnge rate movements,

5/ Net international reserves of Central Bank of Argentina and U.S. dollar-
denominsted Covernment of Argentina bonds i{ssued in lieu of providing foreign

exchange.,
5/ End-November.
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on the external debt, large short-term capital outflows and, from the second
quarter of 1982, the drying up of external sour:es of finance. Between 1979
and 1982 Argentina's interest payments rose from SDR 900 million to SDR 4.6

billion, and over that same period the capital account balance shifted from

a surplus of SDR 3.7 billion to a deficit of SDR 2.9 Hillion. '

While initially Argentina could finance these deficits by running down

.1ts substantial disposable reserves, the SDR 5 billion deficit recorded in

1982 was financed almost entirely by the accumulation of externsl payments
arrears, by Central Bank swap operations, and by issuing U.S. dollar-denom-
inated bonds in lleu of providing foreign exchange for certain payments and
transfets,

The trade balance improved substantially in 1982, despite a drop in
export earnings, as fmports contracted by almost 40 per cent. Controlg
imposed during the conflict in the South Atlantic and difffculties encoun~
tered in opening lettars of credit once payments arrears had begun to
mount contributed to this contraction. MHowever, the timing of the adjust-
ment would indicate that exchange rate changes over 1981-82 were the most
important factor. Exchange rate policy shifted course several times during
1982~from a free float, to an adjustable peg, to a dual market with one
rate adjusted daily and the other initially floating and then pegged, to a
systen of mixed rates, and finally to a unified exchange market in which
the rate {a adjusted daily, Over the course of the year the peso depre~
ciated by about 470 per cent in terms of pesos per U.S. dollar, compared
to an increase of 320 per cent in the Argentine wholesale price index, and
by the end of 1982 the real effective exchange rate had been restored to
the level prevailing tn 1978, the last year in which Argentina reglstered
a large trade surplus, ' ‘

Subtantial short-term capital outflows began in 1980 and accelerated
in 1981, as {t became increasingly apparent that the peso was substantially
overvalued, Such ocutflows virtually came to 8 halt in the first quarter
of 1982, when the peso was alloved to float, Thereafter, however, they
accelerated sharply again in responge, first, to the uncertainties sur—
rounding the confliect {n the South Atlantic and, subsequently, to the
twposition of a structure of interest rates that was sharply negative in
real terms, Total short-term outflows during the second and third quar~
ters of 1982 are estimated to have exceeded SUR 4 billion.

Argentina's balance of payments position is expected to improve in
1983. The deficit on current account is projected to narrow to 1.3 per
cent of GDP, reflecting mainly a recovery in export earnings and lower
interest payments on the public debt. The shift in the course of economic
policy and the easing of access to normal foreign trade credits in the after-
math of the war is expected to stem the net capital outflow {n evidence in
1982, As a result, the overall deficit is projected to be reduced to the
equivalent of SDR 468 million and external paytentse arrears, multiple cur-
rency practices, and exchange restrictions are echeduled to be eliminated.
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b. Cooperation with the Pund

8ince the proposed purchase by Argentina, which is equivalent to 64,8
per cent of quata, would raise cutastanding CF purchases above 50 per cent
of quota, the requast @azy be approved only 1f the Fund is satfgfied that
Argentina has been cooperating with {t in efforts to find appropriate goluy~
tions for Argentina’s balance of payments difficulties. The gtaff considers
that thia requirement s met by the adoption by Argentina of a financial pro-
gram in support of which the authoritles are requesting use of Fund resources
under a stand-by arrangement. Argentina mafntains multiple currency prac-
tices and exchange restrictions that have so far remained unupproved. The
staff {s recommending in the accompanying stand-by paper (EBS/83/8) approval
of all but one of these practices until July 31, 1983, by which time the man-
datory review of the exchanga and trade system scheduled for May 1983 is
expected to be completed. Approval has not been proposed for a systenm of
sinioun financing requirements for imports which discriminates among members;
the phased e¢liminacion of thig reatriction is, however, a performance cri-

 terion under the proposed stand-by arrangement.

2. Estimation of tha exgor£ shortfall

The Argentine authorities have requested that the 12 months ended.
September 1982 be treated as the shortfall year and have provided actual
data on export receipts for the first eleven months of that year. The staff,
in conjunction with the authorities, has estimated earnings for September,

a month of seasonally low export earnings, at SDR 514 million. This esti~
sate for September 1982 compares with a monthly average of SDR 594 aillion
for export earnings during the first eleven mancths of the shortfall year.
For September 1981, export receipts amounted to SDR 600 million, compared
with a monthly average of SDR 665 million for earnings in the preceding
eleven months,

Table 2. Argentina: Eatimation of the Export Shortfall

(In millions of SDRa)

Years Ending September

Projected Exports 17
1980 1981 1982 1?53 1984

Exports 5,927 7,913 . 7,050 2/ 8,355 9,000
Shorefall | 520.1
Proposed purchase 520.1

1/ Based on judgmental forecasts of earnings given in Table 3,
2/ Earnings estimated for September 1982,




Following sluggish performance in the Year ended September 1980,
Argentina's export earnings rose y 34 per cent to SDR 7,91 btllion in
1980/81, but in the shortfall year, they are eatimated to have dropped by
11 per cent to SDR 7.05 billion, In the post-ghortfall period, earnings
are projected to average SDR 8.67 billion per year, implying an average
annual rate of growth of 15 pet cent, On the basis of thege movements,
the shortfall in eéxport recaipts for the yesr ended September 1982 ig
estizmated at SDR 520.1 million, which {s the amount of the proposed pur-~
chase (Table 2),

3. Causes of the shortfsll and earnings progpects

The caleculated shortfall of SDR 520 million consists largely of short-
falls in cereals (SDR 245 ®illion), "other” exports (SDR 15} =illion), and
fats and oils (SDR 111 @illion). Smaller shortfalls are estinated for other
agricultural products: meat aud animal by-products (SLR 54 nillion), sugar
(SDR 24 mtllfon), and fruit (SDR 21 millfon). Export excesses are calcu-
lated for metals (SPR 97 millfon), hydrocarbons (SDR 77 million), and fish
(SDR 2 millton), : .

During the shortfall Year, Argentina's exports faced generally weak
foreign demand and declining world prices, and poor westher reduced agricul-
tural output, 1In addition, the l-stilities in the Souch Atlantic, which
occurred toward the middle of the shortfall year, resulted in severe dig~
locations to normal trading patterns, as well ag trade eanctions imposed
against Argentina. The growth of the export Sector, which had been re.arded
during 1979-80 on account of an overvalued currency, revived in 1981, partly
88 a consequence of a substantial devaluation in real effective terms. The
unification of the exchange system at the end of 198} furcher buoyed export
growth in the first quarter of 1982, but thie trend was interrupted when
the war began in April, The subsequent reintroduction of multiple exchange
rates after the end of hostilities and the attendant uncertsinties about
the direction of policy inhibited the recovery of exports fn the closing
months of the ghortfall yesr. The reunification in November 1982 of the
financial and commercircl rates at a devalued level ig expected to stimylace
export growth in the two post-shorcfall years,

a8, Cereals

Export earnings from cereals, which account for 23 per cent of total
eéxport earnings in the shortfall year, grew at an average annual rate of
over 28 per cent from 1979 to 1981 before declining by 31 per cent in the
shortfall year. The decline resulted from falls tn both volume (22 per
cent) and price (12 per cent). World cereal prices have been depresged
during 1982 as a result of the record level of world supplies and some of
Argentina's markets wvere temporarily lost hecause of the disruptions caused
by the war., In the post-shortfall period, receipts are projected to recover
at an average annual rate of 26 per cent, reflecting exceptionally large
1982/83 crops and a return to normal marketing patterns. The shortfall
for cereals 1s estimated to be SDR 245.2 nfllion,

«
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Table 3. Argenting: Export Rerninge and Shorttalis by Rajor Commadities

Yesrs Ending September Shortfall
577 78 174 31 “51 )1:1:3] 1983 IV8%  Ceosatcic Ariihastic

---‘--------------!!Qlﬂllm-dm-)-----*------h-----

Total exporce A,073,7 $,180.0 3,721,7 3,926.7 7,917,8 17,050.0 8,355.0 9,000,0 520.1 598.9
Cateals 1,299,3 #2466 1335.3 1117.8 2,321,7 1.481.6 2,22,7 2,285.1 243 .2 312.6
Whest 489,71 143.9 §9.6  3593.0 T2 T et 1,002,101  #%2.7 124,] 1195
Corn 64,7 4969  480.1 6.2 1,080.8 %149 15,7 89%.9 154,35 02,0
Sorghus TT YR B 1§ NN PEORY 138.6 $29.7 M39.1  4%e,9 3020 534 ~28,9
Pats snd oils 439,7  842,5  Bed.h 80%.2 8840 708.6 810.5 839.% 11,0 $13.%
Soybesns . kI . WS Wy . . 585, ¥ Tiv.y T30.1
Sunf lower ol 5. 4.0 108.4 46,3 16,7 L17.1° 164,17 180.6 ~2.9 -20.0
Othar edible ofla 28,1 01,k 0.7 2344 192,00  186.2 1718 193.9 .6 134
Meat and snimal ’ s1.9 .
by=productn 124.1  B36.5 1,190.2 M,10%.9 1,15),3 1,00.F 13174 1,130.8 . K
Waol 105.3  T9H.6 T 179.7 T 206.8 269.8 ~ i3l.7 03,5 111.4 ET 3.9
Meat M6 4leS Tug.?  625.9  619.1  e04.%  $9M.  874.7 19.2 19.7
Shine snd tenned
leather 161.2 us:.a W8 z?;.z zgm 293.5 !’l;.l 3.7 22.; ;.9
: Sugar 106, 5, 31,9 9.3 7.2 1.1 4 1460 : 4.8
: frosc T4, 1708 188 1% Bia 18, 82,8 01,8 w0,y s
. Hatals 50, 1l 9.0 06,3  211.7 YN 74,8 3 .4 -54.9 76,4
Seanlusn tubes T B |27 T TP S T ¥, Je.7  WO.Y 62,7 <57
k*n plates 38,2 32,3 8.5 58 i0.8 31.¢ $2.6 49,4 =¥,2 ~18.8
Aluminum plgse ~— 10,6 25,6 8e,1 :l.l 1227 m,».z us.: ';:.i -|:.z
Hydrocarbone 28,9 8.4 1,7 "119,3 471.% 439.2 47,8 448, =J6,8 N
Fusl oil . Y PO B 1 B8 294.2 af.1  Ti9.7  IDg -1y <9
Gar a1l 0.4 - - 20,7 1228 1782 1180 13%.1 =705 -4%,7
"gmtu hydrocarbons 0.7 .4 34,1 49.8 4.8 b!; N 0.5 6?.: -;.5 -:-So .
36,0 1084 132.6 121,84 $1.? 13,2  201.2 233.8 L XY 5.3
Others 1,926,0 2,2%8.0 2,007.2 2,213.7 2,2801.% 2, 7R5.0 2,723.7 2,17%.l 130.2 173.4
- s aEwaeeew "ff.nt!‘. ‘h!ns.) - .. e Eeew
Total azporca L} o L) b} =1t 19 [}
Cereals : -39 21 3 108 -1 40 1
Whest ) 1T 5T 0 =17 (11 T3
Corn 7 -3 -12 182 52 19 2
Sorshus =18 =13 -35 b3l =13 ] 2
Fats and oils &6 3 -1 10 30 23 -4
Soybeans 1% 1 -6 %) -5 13 -13
Sunt loves oll 1 43 ¥ -0 s2 -7 10
Other edible ofle -8 3 21 25 -3 -4 1}
Meat and sntmsl by=products 18 » -1 L] =2 8 s
wool 5 -iv B ) =14 3 I
Meat 26 A9 -2 -1 -2 -t 19
Skina and tanned feather 13 &7 ~10 -3 12 ? 6
: Sugsr -3 -31 87 FLY) =57 -20 62
o rrute i) ey =73 ) ~10 i} )13
. Metals oo o 8 9 Wm 7 7
Sesnlens tobes 00 kY - 146 T 2 2
Leon plates [T} B 1) =%% 184 Jar - -6
Alusinue pigs - Ie2 e 3 » 2 -8
Hydrocarbons N 1) 240 164 -} 2 =4
Foel otl In 3 115 Tod -3 T b
Gee oil =190 - - 492 Al 1 -1}
r Atomatie hyirocerbons -l (1) A6 18 12 2: ;:
fab $0 44 20 =20 6l
Achare x5 3 1 3 T B
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Yalus Share in o : Shortfall 1a
Total Exporcs Per Cent of
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{1a_Per Cent) 1 [} 1979 1980 1901 I9AT I} 1984  Shortfsll Yeer
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Com 1.3 ” 9 "” OO0 0 139 1N 3.0
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- Pace aod oils - 7.4 43 2 % 106 3 106 34 124 T
Sorbecns r g oot 6 W B OB OH OB b
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Rest end aniual by~products 1.9 87 1 06 100 06 | 108 119 b4
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Heat &6 2 Iy 17 w3 102 0 9 1 Lt
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Hutals s Ty % I W BT I -Heltereasw)
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Fish a2 P} L3 b 15 1 83 09 28w vlel(encess)
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(1) Wheat

‘ . Export earnings from wheat grew at an average annusl rate of about
40 per cent from 1979 to 1981, reflecting a strong production response to
an almost tripling of producer prices and improved yields because of the
introduction of the vheat/soybean rotatfon gystem. In the ghortfall year,
however, earnings fell by 13 per cent, on asccount of both a 9 per cent

. decline in volume=-from 4.2 million tons to 3.9 wmillion tons--and & 5 per

v

cent decline in price. The drop in export volume was caused primarily by
8 smaller crop due.to bad westher, which coincided with a relatively small
carryover of supplies froz the previous year. The 5 per cent decline in
the price of wheat (11 per cent in U.§. dollar terms) was caused mainly by
4 record high level of world wheat production in 1982,

Argentina’s exporte of whest in 1982/83 are forecast to amount to 6.1
miliion tons, 59 per cent higher than in 1981/82, while {nitial forecasts
had expected a 1982/83 crop outturn of about 10 million tons (compared with
8 million in 1981/82), recent indications are that the crop, which is cur—
rently being harvested, may exceed 12 million tons. Wheat acreage in
1982/83 1s estimated to be 15 per cent higher in 1981/82, mainly because
of a switch of a part of the pasture acreage to wheat. In addition, excep—
tionally favorable growing conditions are expected to cause a sharp increase
in yields. Export contracts have already been signed for ehipment of over
5 willion tons in 1983, and the contract prices suggest a 3 per cent increase
in valt values during the first poat-shortfall year. 1In 1984, the volume
of shipments L8 projected to decline because of a lower 1983/84 crop follow
ing a return to average yields. This expectation, howeve -, could be invali-
dated and exporta in 1984 could be maintained, if stock accumulation from
the bumper 1982/83 crop should turn out to be larger than presently expected,
Prices sre projected to increase moderately, reflecting the gradual coming
into balance of world supply and demand. .

As a result of the above export movements, a shortfall of SDR 124.1

‘million is estimated, caused priwmarily by relatively low volume in the

shortfall year but also by low prices,

{(2) Corn

Earnings from corn exports, after reaching a record level of
SDR 1,082 million in 1981, more than twice the level of preceding years,
declined by 52 per cent fn the shortfall year. The major factor causing the
decline was a 45 per cent drop in volume. Several factors were responsible;
(1) although acreage was roughly unchanged, adverse weather conditfons
reduced ylelds by about 26 per cent; (i1) as in the case of wheat, the carry-
over froa the previous year was relatively low; (1i1) world trade in corn
declined by 8 per cent and the dezand from Argentina’'s major customer, the
Soviet Union, was down from the previous year; and (iv) trade patterns were
disrupted because of the hoatilities in the South Atlantic, Moreover, world
production reached a record high level and global stocks increased by about
47 per cent. Argentina's export unit values have dropped by 14 per cent
(19 per cent in U.S. dollar terms), {n line with the fall fn tnternational
prices.




- With the return of normal weather, the crop which ig being harvested
now is expected to realize higher yields and the export volume for 1982/83
is projected to recover by about 34 per cent; the projected level would
still be 26 per cent below the record level exported in 1981, With prices
forecast to increage by 4 per‘cent, earnings are expected to rise by 39 per
cent to SDR 716 milljon. In 1984, export volume is expected to increage
by a further 13 per cent, still 17 per cent below the 1981 level. Demand
for Argentina's corn is expected to strengthen i{n the post-shortfall period,
in part because of the continued sluggish growth of domestic output in
Argentina's major trading partner. Prices are expected to increase by 10
per cent as production adjustments in the major exporting country, the
United States, are likely to reduce the imbalance between world supply and
demand. Earnings are projected to increase by 25 per cent, A shortfall
of SDR 154.5 million ig¢ estimated for corn.

) (3) Sorghum

Sorghum {8 a relatively recent addition to Argentina's grain cul-
tivat{on, but production expanded rapidly during the 1970s. It fs grown
mostly in the wmarginal aress of the corn belt and competes for acreage with
sunflower seed, the soyrce of Argentina's preferred vegetable oil, The
major cause of declining sorghum earnings in 1979-80 was a transfer of
acreaga to sunflower geed, partly in response to a drop in sorghum producer
prices, but in 1981 this trend was reversed.

Earnings in the ehortfall year declined by 13 per cent, solely as a
result of lower prices as volume increased by 5 per cent. Eatnings are pro-
Jected to increase by 8 per cent in 1982/83 and by 2 per cent in 1983/84,
asinly on account of projected price increases, Prices in 1984, however,
are still expected to be about 9 per cent below the 1981 level. As a result
of these export @ovements, an excess of SDR 63.4 million is estimated for
sorghum, .

b. Pats and oilg

Argentina exports g wide variety of oilseed grains and coaplexes, the
most important of which are soybeans and sunflower ofl. Earnings from these
products, which had changed only glightly from 1979 to 1981, declined by
20 per cent in the 12 months ended September 1982. Earnings in the post-
shortfall period are projected to recover at an aversge annual rate of 13
per cent, and the export shortfall for the 12 months ended September 1982
ie calculated at SDR 111.0 million,

(1) Soybeans

Between 1977 and 1981, earnings grew at an average annual rate of
over 40 per cent, reflecting the laplementation of the soybean/wheat rota-
tion systems Argentina accounted for over 4 per cent of world soybean pro-
duction and 10 per cent of world exports in the shortfall year. The short~
fall in earnings in 1982 1s estimated at SDR 112.3 millton,
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After increasing by 42 per cant in the year ended September 1981,
sarutings declined by 40 per cent in the shortfell year, owing to & .36 per
cent drop in export volume and a 7 per cent fall in export unit value, '
World soybean prodiction increaged by over 7 per cent in 1981/82 as a
result of larger /.3, output, and this, combined with weak growth in con-
susption, resulted in lower world prices. 1In addition, Argentina's. sales
were adversely affected, in part, by increased competitiveness from other
suppliers which were able to ¢rovide more favorable export financing than
vas Argentina. ihe major cause of the drop in export volumes, however,
was a surge in unrecorded trade as a result of the shipping difffculties
cauged by the war and the sanctions imposed sgainst Argentina by major
European trading partners. The introduction of multiple axchange rates
in 8id-1982 and the divergence between the financfal exchanges rate and the
fate at which the proceeds from soybean exports had to be surrendered
further stimulated the shift to unrecorded eéxports through neighboring
countries and may have led to some speculatfve withholding of supplies,

Export earnings are projected to recover by an average of almost 28 .

Per cent per annum to an average of about SDR 500 million in the post-short-
fall pertod. The reunification of the exchange system at a substantially
devalued rate is expected to lead to an incresse in recorded trade. More~
over, output from the 19§2/83 crop is expected to reach record levels

_ based on a significant increase in acreage already planted, Expor: sales
in the post-shortfall period are projected to average about 40 per cent
more than in the shortfall year, returning to the average level of ship-
ments realized in the two pre-shortfall Years. World pricee are expected
to remain depressed, and Argentina's export price is projected to rigse at
less than 3 per cent per year in the post-shortfall perfod.

(2) Sunflower ofl

Sunflower oil exports have been rieing rapidly eince 1977, averag-
ing about 25 per cent per annum until 198l. Argentins is the third largest
producer of sunflower seed {n the world, but most of the seed is crushed
to produce o1l and meal, and exports of seeds are ainimal. The country is
Bow the largest exporter of aunflower oil, accounting for over 38 per cent
of world exports in che shertfall year.

After falling gsharply in 1981, acreage planted to sunflowers increaged
nearly 33 per ceat {n the shortfall year, resulting in an increase of 31 per
cent in the production of sunflower geed. In the shortfall year, the pro-
duction of sunflower oi{l increased by 23 per cent, and the volume of exports
rose by 64 per cent ag stocks, which had been accumulatcd the year before,
were partiaslly drawn down., Export earnings increasea by over 50 per cent
in 1982 to reach a record level of SDR 177 milltan,

Production of sunflower geed in the post~shorcfall period e projected
to decline, as some lands were shifted to soybean cultivation. Despite a
further stock decumulation, the volume of oil exports is projected to average
some 8 per cent less than that realized in the shortfall year. The reduction
‘dn volume is projected to be partially offset by wodest price increases.

" Sunflower ofl is calculated to have an export excess of SDR 21.9 million,
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(3) Other fats and oils

This group of products includes a number of edible and fndustrial
fats and oils, the most important of which fs linseed oil (accounting for
over 45 per cent of earnings from this group in 1982), followed by soybean
oil, groundnut oil, tung cil, olive oil, and cottonseed ofl. Export earnings
from these products increased by 21 per cent in 1980, but declined by 25 per
cent in 1981 as a result of subgtantial falls in earnings from soybean ofl,
cottonseed oi{l, and groundnut ofl. 1In 1982 earnings declined by a further

- 3 per cent despite a strong recovery in exports of soybean oil,

Average export earnings in the post~ghartfall years are projected at
SDR 182 million, which ig slightly below the shortfall year level. A
decline in earnings of 8 per cent is projected for the firsr post=shortfall
year mainly because of a drop in production of soybean oil as wore unprocessed
soybeans are shipped. A recovery in earnings of 13 per cent is projected
for the second post~shortfall year as a result of increased export voluma
(8 per cent) and higher export unit value (5 per ceat). A shortfall of
SDR 11.6 million is calculated for this group of products,

€.  Meat and animal by-preducts

Meat and animal by-produuts (namely, wool, gkine and leather) are
estizated to account for 16 per cent of total export earnings in the short-
fall year, After increasing by 39 per cent in 1979, earnings frow these
products stagnated at an annual level of about SDR 1.1 btllion; they declined
by 2 per cent in the ghortfall year. The growth i{n carnings is projected
to recover in the post-shortfall period, partly because of benefits from the
substantial currency devaluation combined with more testrictive demand manage-~
ment and because of the easing of the recession in tndustrial countries.

The shortfall for meat and animal by-products is calculated at SDR 53.9 mil-
lion.

(1) Wool

Argentina produces both high quality fine wool from Merine sheep
and sedium and coarse wools from crossbred sheep. The largest, and rapidly
expanding, market for this wool has been the U.5.S.R. 1In recent years,
production and export have been highly responsive to changes in Argentina's
economic policy., The overvaluation of the peso in 1979~80 reduced the
real return to the producer and led to both a reduction in production and
stock accumulstions in anticipation of a realignment of the exchange rate.
Exports recovered in the 12 monthsg ended September 1981 mainly in response
to the restoration of profit margins with the substantial real effective
devaluation of the peso. At the same time, worldwide availabilfties of fine
wool tightened and Argentina's export unit price rose. In the shortfall
year, however, international prices declined, reflecting weaker textile
demand, and Argentina's unit price fell by 3 per cent {n terms of SDRs (9
per cent in U.S., dollar terms). Despite an acceleration of the rate of
currency devaluation, export sales in the shortfall year were adversely
atfected by war-related market disruptions and by sluggish foreign demand.
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By wid-1982, the reintroduction of a multiple exchange rate system with
& steady divergence among the rates, and the imposition of an export tax
on “nonpromoted" axpoerts may have lad to some ehift to unrecorded trade,
Earnings in the shorcfall year are estimated at SDR 232 million, a drop
of 14 per cent from the previous year, .

In the post-shortfall period, earnings are projected to recover,
averaging SDR 312 million per annum. World prices are forecast to recover
gradually as textile demand strengthens end as no substantial increase in
world supplies s anticipated. The recovery in foreign demand and the
reunification of the exchange system at a depreciated level in November

" 1982 are expected to promote trade through normal channels, and the volume

of exports is projected to advance at an average annual rate of 16 per
cent. Ag a consequence of these movaments, the shorcfallnon account of

wool is calculated at SDR 31.4 million.
(2) Heat

After reaching their peak in 1979, meat exports (mostly beef)
declined by 12 per cent in 1980, one per cent in 1981, and 2 per cent in
the ghortfall year. The large decline {n 1980 was csused by a 33 per
cent fall in volume due to a sharp cutback in beef exports to the EEC,
the major market, reflecting in part the effects of an overvalued exchange
rate. Argentina had difficulty in replacing the loat EEC market, and in
1981 volume fell by a further 5 per cent., In the shortfall year, export
volude increased by 16 per cent as the real effective exchange rate depre-
ciated and Argentina penetrated new markets in the UeS5.5.Re, Africa, and
the Middle East. Sincae the export unit value of beef declined by 16 per
cent in the face of weak world demsnd, earnings declined by 2 per cent.

Exports are forecast to decline marginally in 1983 as an expected 1}
per cent decline in volume more than offsets a similar increase in price.,
The volume decline (g expected to occur because Argentina intends to begin
rebuilding ite herd from the present very low level, Beef prices, which
reversed their downward trend in the last quarter of 1982, are axpected to
be higher in 1983 as the world herd rebuilding phase of the beef cycle
limits supplies in the face of increasing demand., In 1984, exports are
expected to rise by 13 per cent, reflecting expected increases in prices
(5 per cent) and volumes (8 per cent). A shortfall of SDR 19,2 million
is estimated for beef,

{3) Skins and tanned leather

Since they are by-products of beef production, exports of gkine
and tanned leather experience volume movements similar to those of beef
exports. Accordingly, after reaching their pesk in 1979, exporte of
skins and tanned leather declined by 10 per cent in 1980 and by 3 per cent
in 1981, owing to volume declines of 16 and 53 per cent, respectively. In
the shortfall year, however, earnings increased by 12 per cent as volume
recovered by 1l per cent~—-corresponding to s 16 per cent increase in the
volume of beef production--and prices remained virtually unchanged.
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Earnings from skins ahd t&nned leather are forecast to grow by 7 per

" eent and 6 per cent, respectively, fn 1983 and 1984 as prices resume their

upward trend in response to an expected recovery in demand. As a result
of the above export movements, a small ahortfall of SDR 0.7 million is
estimated for skins and tanned leather.

d. Sugar

Production of sugar has fluctuated around 1.5 million tons since the
early 1970s, but about two thirds is sold locally to meet domestic needs.,
Export earnings in the two pre-shortfall yeara averaged SDR 181 million when
world prices were relatively high amnd the 1980/81 crop was exceptionally
large., Despite a return to a normal production lavel and the interruption
in marketing owing to the imposition of economic sanctions, the volume of
exports in the shortfall year, at almost 500 thousand tons, exceeded tradi~
tional levels. But, because of sharply lower world prices, earnings fn the
12 months ended September 1982 fell to SDR 113 million, 40 per cent below -
the average realized in the two pre-shortfall vears.

Drought conditions which prevailed in early 1982 have reduced the
sucrose content of the cane, and sugar production from the 1982/83 crop is
expacted to fall to 1.3 willion tons, but to return to normal the following
year. Consequently, the volume of axports im the post—shortfall period is
projected to average only about 4 per cent higher than in the shortfall
year, Thug, the IS0 quota is not expected to be a binding constraint on

. Argentina's exports. }j The major market for Argentina's exports has been

the United States, but the recent imposition of quotae by that country has
limited market access to 109 thousand tone 2/ for the f£irst post-shortfall
year, although at prices substantially higher than those prevailing on the
free market., Average realized export unit values are projected to be 11
per cant lower in the first post-shortfall year, but to rise by 20 per

cent in the second. Earnings in the post-sghortfall period are projected to
average SDR 115 million per year, almost unchanged from those of the short~
fall year. Ag a result of these movements, the shortfall on account of
gugar is calculated at SDR 24.3 million.

1/ Argentina is a member of the International Sugar Agreement (ISA) and
its exports are subject to quota limitatfons. Argentina's basic export ton-
nage for 1982 was set at 737 thousand tons, but was reduced by 15 per cent
to 626.4 thousand tons because of the low level of world prices, and by a
further 64,1 thousand tons to 562.5 thousand tons because ghipments in 1981
had exceeded quota limitations, As a2 wember, Argentina is obligated to con~
stitute 74 thousand tons of special gugar stocks prior to December 31, 1983,
and as of June 1982 had accumulated 30 thoucand tons, the ainimum stocking
obligation.

2/ Argentina has been allocated a 4.3 per cent share of the total U.S.
Bugar quota,

H
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e, - FPruit

Argentina exports a wide range of fresh fruit. Apples and pears
{shipped mainly to Braeil) generally account for three quarters of fruft
éxport earnings, while citrus products (exported principally to European
countries) account for the remainder, Export earnings from these products
reached a peak of SDR 171 million in the 12 wonths ended September 1978, .
but in the following two years were adversely affected by the erosion of
Argentina's international competitiveness. With an acceleration in the
rate of currency devaluation in 1981, salea increased and earnings rose
by 22 per cent to SDR 154 million in the year ended September 1981, In
the shortfall year, however, war-related disruptions to normal shipping
teversed this recovery and earnings fell by 10 per cent. Importing coun-
tries shifted tesporarily to other gources of supply, and Argentina had
to grant substantial price discounts in order to regalin its market share,

In the post-shortfall pericd, export volumes are projected to rebound
as the aharp devaluation of the peso encourages larger sales; prices are
projected to recover to their 1981 level. Consequently, earnings in the
post-shortfall period are projected to average SDR 195 million per year, and
the shortfall on account of fruit exports is calculated at SDR 20.7 millfon.

£. Metals

. Metals, ae a group, experienced an export excess of SDR 96.9 million,
with excessee caleulated for all of the major subcategories: seamless
tubes (SDR 62.2 million), iron plates (SDR 30.2 million); and aluminum
pigs {SDR 15.4 million),

Growth of metal wes constrained during 1979-80 by an overvalued cur-
rency. With the substantial devaluation in 1981 and the depressed state of
domestic demand, metal exports advanced strongly to SDR 367 million in the
shortfsll year, which is almost quadruple the level attained only three
years earlier.

Export growth in the post-shortfall period is projected to moderate
sharply. The expected revival of the Argentine economy ghould divert sales,
in the ghort rum, to satisfy domestic needas. In time, rising demand, both
domestic and international, and improved international competitiveness
should encourage an expansion of productive capacity and the growth of

metal axports,

8. Hydrocsrbona

Earnings from hydrocarbon ex;orts have risen steadily since the mid~
19708 and have become an increasingly important source of foreign exchange,
accounting for 6.5 per cent of total export recelpts in 1982. With proven
-reserves estimated at 400 million cubic meters of oil and 640 million
cubic meters of gas (oil equivalent), an active program of exploitation
and development has been pursued. Production since 1979 has been declining,
*hounver, because producer prices have not been adjusted fn a timely fashfon,
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but the tmpact of declining production on export volumes was more than off-
set by falling domestic consumption., In the shortfall year, however, sales
declined partly because of the sluggish world market, and partly because
of the suspension of ahipments during the war for national security reasons;
exports are projected to fall further in the post-shortfall period when a
revival of domestic activity is expected to reduce export availabilities.
As a group, hydrocarbons experienced an export excess of SDR 76.8 million;

the largest shortfall is estimated for natural gas (SDR 72 million).

Exports of fuel oil, which previously had not exceeded 350 thousand
cubic meters, rose to 1.1 million cubic meters in the 12 months ended
Septembar 1980, as reduced domestic consumption during the economic slow-
down in Argentina freed a larger velume of supplies for export. For essen—
tially the same reasons, export gsales doubled in the year ended Septembar
198]1. Production, which had been declining in response to low ex-well
producer prices, fell from an average of 8.3 million cubic meters per
year in the pre-shortfall period to 7.5 million cubic meters in the ehort-
fall .year partly in responase to beth weak domestic and international demand
conditions. Moreover, exports in the shortfall year were hampered by the
economic ganctions imposed agalinset Argentina and by the emergency measures
adopted for naticnal security reasons. Consequently, earnings declined by
26 per cent in the shortfall year and amounted to SDR 217 million. 1In the
post~shortfall period, earnings are projected to increase only slirhtly.

"Production is expected to recover, rising to 9 million cubic meters by 1984,

as the return to producers f{s scheduled to be raised substantially as part
of a programmed increase in domestic prices-~110 per cent over and above
the fncresse in wholesale prices——is transferted to the producer. In addi-
tion, increased prices are projected to moderate the rate of growth of
domestic consumption once the economy picks up. Prices in the post-short-
fall period are projected to remain weak. An excess on account of fuel
oil exports 1s calculated at SDR 14.8 million.

Argentira's proven natural gas 1/ reserves have tripled since the mid-
19708 and are now estimated at the equivalent of 60 years at present utili-
gation rates. Cas exports increased sharply in the pre-shortfall period as
production rose and as domestic consumption fell, reflecting the downturn
in the Argentine economy. Receipts from gas exports continued to rise in
the shortfall year and amounted to SDHR 176 willion. In the post-shortfall
pericd, earninge are projected to average only SDR 166 million per year as
an expacted recovery in domestic demand reduces the amount of gas avallable
for export. Gas is calculated to have an export excess of SDR 7l.5 million,

Argentina also exports aromstic hydrocarbom products, including lubri-
cantg, naptha, and kerosene., Earnings from the export of these products

advanced strongly in the pre~shortfall period, reflecting both price and
volume increases. EBEarnings in the shortfall year increased further, although

&f Argentina imports natural gas from Bolivia, but is a net exporter of
natural ges. :
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: at & siower rate, and are estimated to amount to SDR 65.9 million. Rarn~
iIngs are projécted to average SDR 70 million in the post-ghortfall period,
or 6 per cent more than in the shorcfall year. An excess of SDR 3.5 millfon
is estimated for these products. .

h. Pish

Argentina's fishing sector hag expanded significantly during the last
half of the 1970a as investment was stepped up. Earnings from fish exports
declined substantially between 1979 and 1981 (averaging 18 per cent per
annum), but recovered in the shortfall year, stimulated, in part, by the
substantial devaluation of the Argentine peso at the end of 1981. Fish
catches and exports were, norethsless, hampered by the war in the South
Atlantic, - o

Earnings are projected to average SDR 218 million per year in the
poast~shortfall period, as both volume and unit price are projected to
increase. The projected incresses are based on larger volumes and better
quality resulting from the addition to the fishing fleet of a number of
freezing boats, factory ships, processing ships, and deep-sea trawiers.
An export excess of SDR 2,4 million {s estimated for fish products.

. -4+ “0ther” 'eﬂorts

Argentina exports a wide range of other agricultural products (e.g.,
rice, tobacco, milk and milk products, timber, tea), metale and minerals
(e.g., coal, precious and sealpracious gems, stee) and spacialty steel
products), and manufactured products. This latter group includes both
producar goods (such as cement, offshore oil platforms, petrochemicals,
machinery and equipment, and spare parts) and consumer goods (such ag
emall appliances, automobiles, processed food products, and furs) for
which the largest markets are other members of the Association for Latin
American Integration (ALADI), Earnings from "other" exports are estimated
to account for about one third of total export earnings in the shortfall
year and to contribute SDR 150.7 million to the overall shortfall.

A

The virtual stagnation in the growth of earnings from “other" exports,
in evidence since 1978, occurred because of the majér dislocations suffered
by the Argentine econcay in recent years! export growth was stifled in
1979-80 by inappropriate exchange rate policies, rising wage rates and
sccelerating inflatfon, The high level of business failures se & result

; of the domestic recession, record levels of interest rates and a heavy
. burden of foreign and domestic debts prevented this sector from benefiting
immediately from the acceleratfon in the rate of currency depreciation

during 1981, By late 1981, however, the reunificatfon of the financial
and commercial exchange rates at a substantially devalued level appeared
to have given the needed impetus to this group of exporta. The cutbreak
of hostilitfes in the South Atlantic {n early 1982, and the concomitant
interruption in shipping-~and, to a lesger extent, the economic sanctions
;: - imposed against Argentina-~-get back the incipient recovery. Moreover, .
'\ multiple currency rates were reintroduced and the difference between the

&
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financisl and commercial rates quickly widened. Uncertainties surround=
ing the couree of domentic policy after the cessation of hostilities and
speculation about exchange rate policy is thought to have impeded export
recovery. Despite these difficulties, export earnings in the shortfall
year are estimated to have risen by 5 per cent and to amount to SDR 2.4

billion,

Earnings in the post~shortfall period are projected to sverage SDR 2,9
billion per year, an avsrage annual growth rate of 15 per cent. The reuni-
fication of the axchange rates at a much depreciated level in November 1982
has helped to reduce speculation and to improve Argentina's international
competitiveness, and the continued adjustment of the exchange rate in line
with domestic inflatfon is expected to give a further boost to "other”
exports. New contracts have already been signed for the equivalent of
about SDR 400 million for the 8hipment of affshore oil plactfaras, cacs and
ships to North American and European markete in 1983-84. In addition, a
sizable expansion {n the productivé capeacity of Argentina's petrochemfcal
industry 1s scheduled to come on stream in 1983, and export contracts have
alraady been negotiated for about SDR 100 millfon in new sales in 1983~84,

4, Repurchase

In accordance with paragraph 7 of the compensatory financing decision,
tia Argentine authorities are expected to represent that they will make a
prompt vepurchase of any outstanding part of this purchase, {f the amount
purchased on the basis of the estimated data for September 1982 exceeds the
amount that could have been purchased on the basis of actual data for the
entire shortfall year. The amount to be repurchased would ba equivalent to
the excess asount purchased by using partly estimated, rather than actual,
data for the entire shortfall year.

S« Staff aggraisal and proposed decision

Argentins i{s expected to request a purchase of SDR 520.1 million, equi~
valent to 64.8 per cent of quota, under the compensatory financlng decision
in respect of an export shortfall of that amount calculated for the 12
monthe ended September 1982. The shortfall is celculated on the basis of
actual dats for the first eleven months and estimated data for September
1982, 1n accordance with paragraph 7 of the 1979 CF deciston (No. 6224-
(79/135)}, the request 1o expected to fnclude a representatfon that Argentina
will make a prompt repurchase of the amount, if any, by which the proposed
purchase exceeds the amount that could have been purchased on the basis of

. actual, rather than estimated, data for the entire shortfall year.,

Atgentina has faced increasing balance of payments difficulties since
1980, and in 1982 the overall balance of payments deficit is estimated to -
reach SDR 3 billion, compared with an overall surplue of more than SDR 3.
billion realized only three years earlier. Although the current sccount

" deficit was reduced in 1982, this ifmprovement reflected matinly lower

imports as a result of the sharp devaluation of the peso, as well as
the imposttion of trade restrictions {n connection with the war. Export

&
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earnings declined and interest paysents on debt rose strongly. The Luprove—
-ment in the current account balance was more than offset by a gsharp deterior~
ation in the capital account. As s regult, reserves werea drawn down and
substantial arrears were accumulated. In 1983, the balance of payments is
expacted to etrengthen, with the overall deficit expected to shrink to less .
than SDR 0.5 billion and arrears to be eliminated. The staff baelieves that
the balance of paymencs need of Argentina justifies the proposed pyrchase.

Argentina's export earnings, which had exhibited only slow growth
for several years, rose by 34 per cent in the 12 months ended September
1981, but declined by 1l per cent in the shortfall year. In the pogt-
shortfall pertod, they are projected to recover, increasing at an average
annual vate of 15 per cent. The calculated shortfall of SDR 520 million
mainly reflects shortfalls for cereals (SDR 245 millton}, “other™ aexports
(SDR 151 million), and fats and oils (SDR 111 milliion); smaller shortfalls
are calculsted for meat and animal by-produces (SDR 54 million), sugsr
(SDR 24 million), and fruit (SDR 2] million). Export excesses are calcula-
ted for metals (SDR 97 million), hydrocarbons (SDR 77 million), and fish
(SDR 2 million). : o .

The growth of Argentine exports was depresae& during 1979-80 by an
increasgingly overvalued currency, as well as by accelerating inflation and
rising wages. During 1981, however, there was a shift in policy and the

. pedc was devalued substantially in real effective terms, which helped to

restore Argentina's international competitiveness. Moreover, bumper agri-
cultural crops as a consequence of exceptionally good weather and an fncrease
in the supply of products for export becsuse of sluggish domestic demand
were favorable factors responsible for the 34 per cent growth in 1980/81
earnings. For the following year (October 198l-September 1982), the favor—
abla impact of the reunificetion of exchange rates in late 1981 on export
earnings during the Firgt half of the year was more than offset by less
favorable crop outturns and generally wesker international markets. More-~
over, the overall revival of the export sector was halted by the outbreak

of hostilities fn the South Atlantic in early 1982, Normal shipping was
disrupted and economic sanctions were applied against Argentina by a number
of its major trading partners. In addition, uncertainties about the course

of economic policy and the reintroduction of rultiple exchange rates in
wid=1982 es an emergency solution to a rapidly deteriorating sfituation
hindered the recovery of exports when sanctions were lifted and, besides
encouraging a shift to unrecorded twade, may have led to some speculative
vithholding of supplies in the cloging months of the shortfall year, In .
susmary, the decline in Argentina's export earnings in the shortfall year
can be gscribed to the following factors: (1) the impact of bad weather on
the 1981/82 crops; (2) the weakness of internastional markets for Argentina's -
major exports; (3) the dislocstions caused by the war; and (4) the subsequent
unfavorakle effects of measures, specifically those concerning the exchange
rate, vhich discouraged export activity in the closing months of the year.
The recovery in export earnings forecast for the two post-shortfall years
reflects the favorable effects of the reunification of the exchange rate in
November 1982 at a much depreciated level and the. adoption of an adjustment
program which is supported by a 15-month stand-by arrangement. In addition,




exportable supplies of agricultural crops, particularly wheat, are projected
to rise sharply as a comsequence of good growing conditions for the 1982/83
erop. Considering the unususl circumstances faced by Argentina during the
shortfall year, including the effects of the war, the staff considers that
the shortfall in total export earnings is largely attributable to factors
bayond the member's control. The staff also considers that the shortfall

in earnings is of a temporary nature in light of the projected vecovery in
the twvo post-~shortfall years.

The staff believes that Argentina has been cooperating with the Fund

~ in efforts to find appropriate esolutions for its balance of payments diff{-

culties ag evidenced by the adoption of a financiasl program supported by a
stand-by arrangement which 18 to be considered by the Board concurrently
with this request. The request is expected to {nclude a statement that
Argencina will cooperate with the Fund in effurts to find, where required,
appropriate solutions for its balance of payments difffculties. In the
stand-by paper (LBS/83/8), the staff is recommending approval of all but
one of the multiple currency practices and restrictions maintatned by
Argentina on payments and transfers for current internatfonal transactions,
Approval has not been sought for one restriction which discriminates awong
Fund members; however, the phased elimination of that restriction is a
performance criterion under the proposed stsnd-by arrangement.,

The ataff considers that the request by Argentina under the compensa~
tory financing dacision will meet all the requirements set forth in that
decision. Accordingly, the following draft decision is proposed for adop-
tion by the Executive Board, after a duly authenticated request has been
received:

1. The FPund has received & request by the Government of

Argentina for a purchase of SDR 520.1 million under the Decision

on Compensatory Financing of Export Fluctuations (Executive Boerd

Decision No, 6224~(79/135), adopted August 2, 1979).

2. The Fund notes the representations of Argentinag and

approves the purchase in accordance with the request,

3. The Pund waives the limitation in Article V,

Section 3(b)(111).
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Date of membership:
Status:
) Quotat

Fund holdings of
Argentine pasocs:

Spacial Drawing Rights
Department (as of
November 30, 1982):

Transactions wvith
PFund:?

Direct distribution

. of profite from
gold sales (July 1,
1976~July 31, 1980):

- Gold distribution:

Exchange rate:

" Last éonsultution
(Article IV):

AR ) T S T IR P T S AT ST e B e el L L LU

Holdings are zero per cent of net cumulative
sllecation of SDR 318.4 million.

Argentina has had nine stand-by arrangecents, the
last of vhich expired on September 15, 1978.
Argentine made no purchase under that arrangement.

08\3690 9 miliion.

376,565 fine ounces in four distributions.

On July 5, 1982, the foreign exchange market was
split into a coamercial market for trade transac-
tions and a financial market for other permitted
transsctions. The rate in the commercial market
was set initially at $a 20,000 per U.S. dollar,
teptesenting a 21 per cent devaluation of the _
peso from its last quotation on the unified mar-
ket. On November 1, 1982, the two markets were
unified at a rate of $a 39,000 (selling) which
represented a depreciation on that date of the
exchange rate for commercial transactions of
about 13 per cent. Since November 1, the

unified exchange rate has been adjusted daily.

On Decamber 15, 1982 the exchange rate vas $a
45,730 per U.S. dollar (selling).

Discussions August 27-September 16, 1981 and
January 18-27, 1982; consultation cnmpleted by
the Executive Board on March 12 and 15, 1982
(sM/81/233, 12/2/81; and Sup. 1, 2/25/82; and
5M/81/239, 12/8/81).
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; ,,,?hnd Relatione with Argentins .  7 v
Septeaber 1956, | |
" Article VIII.
' $DR 802,5 milliom.
o Millions Per Cent
Ags of January 6, 1983 of SDRs_  of Quota
Total currency holdings 802.5 100.0
Holdings from outstand-
ing purchases None None
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