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Activity
Recovery started in the second quarter of 2002, and there have been

seventeen consecutive quarters of growth, thus improving the sequence
that had taken place in the previous bullish cycle (IV Q 1995 — Il Q 1998).
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Activity

Sectors related to tradable goods led the initial GDP recovery, but
later the impulse extended to all kind of goods.
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Activity
Industrial production accumulated 60% growth since 1st Quarter 2002
(equivalent to an annual rate of 11%).
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Activity

Labour intensive sectors such as textiles, metalmechanics and
construction, recovered strongly in 2002.
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Activity
Investment recovered strongly as of the last trimester of 2002, exhibiting
since then high interannual rates of growth.
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Activity

Among durable equipment, import of capital goods mostly reflects the
iInvestment dynamics.

IMPORTS OF GOODS: LEVEL AND COMPOSITION IMPORTS OF CAPITAL GOODS
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10.000 4 . In % of Total | t q 111-06:

O Consumer goods and Vehicles . °°Ca;t2| mpgg;s. Goods 0% 25.8%
9.000 1 @ Capital goods Goods | and Vehicles | 28% -

O Others 102 16,5% 19,7% \
8.000 - 111-06 25,8% 16,4% 26% -

Average: U
7.000 92-01 24.3% 22:2% 24% -
6.000 229 | W \ﬁ\
5.000 20%
Average 92-01: 24.3%
4.000 18%
3.000 16% A
2.000 14% -
1.000 A 12% |
O o T0% | v

| {1 1 | | L (L (e e 1 e 1 O 1 [ 1] Pomeor Mmoottt mrmrmormormormorm
92 93 94 95 96 97 98 99 00 01 02 03 04 05 06 92 93 94 95 96 97 08 99 00 01 02 03 04 05 06



Activity
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As of fourth quarter 2002 consumer optimism has notably

increased.
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Labor and social indicators

Between 2nd quarter 2005 and 2nd quarter 2006, some 694,000 people joined the labour
market (public and private jobs). The “full” employment grew faster (employment
programmes decreased), mainly due to improvement in registered jobs.
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Labor and social indicators

Between 2nd quarter 2002 and 2nd quarter 2006, some 3,190,000 people joined the

labour market (public and private jobs).
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Labor and social indicators

The employment market improved strongly, not only in Greater Buenos Aires,
but also in other interior cities where economic activity is more related to the
production of tradable goods.

EVOLUTION OF EMPLOYMENT IN MANUFACTURING INDUSTRY
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Labor and social indicators

After falling strongly in 2002, real wages recovered in 2003 and stabilized in
2004. In 2005 they started climbing again.

REAL WAGES
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Fiscal Sector

Public spending measured in real terms was significantly lower in 2002-2005
than in previous years. Even though the tendency has been anyway increasing,
it occurred without jeopardizing the conformation of high surplus.
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Fiscal Sector

Tax collection keeps on growing strongly, and reached new peaks

in 2005 and 2006.
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Fiscal Sector

Increasing VAT collection would be reflecting GDP recovery as
well as an improvement in tax compliance.

VALUE ADDED TAX (Deflated by CPI) and

ACTIVITY LEVEL
Seasonally adjusted figures
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Fiscal Sector

As from May 2002, the deficit in fiscal accounts was reversed, as a
result of public spending stabilization and increased tax collection.
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Fiscal Sector

Fiscal accounts improved significantly from 2003 vis a vis the weak
fiscal performance shown in the nineties.
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Financial Sector

Growth recovery and fiscal improvement helped to strengthen the demand for
pesos and stabilize the foreign exchange market.

EXCHANGE INTERVENTION AND RATES
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Financial Sector

As from July 2002 the Argentine Central Bank (B.C.R.A.) has accumulated
reserves in a context of stable low interest rates, although rising since
Il quarter 2005.

Millions of Pesos
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Financial Sector

The stock of loans to the private sector has grown in uninterrupted form since july
2003, having more than duplicated itself since then.

LOANS IN PESOS TO NON-FINANCIAL PRIVATE SECTOR
In millions of pesos

60.000 -

56.000 -| /-E_

2. A —
52.000 + 121 %
48.000 - —

44.000 -
40.000 - ]
36.000 4 | =
32.000 +

. HHHHHHHHHHHHDHDHHHHHHHHHHHHH

Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul Oct Jan Apr Jul
02 03 04 05 06




Financial Sector

Non performing loans in financial system have sensibly diminished up to minimum
levels.

NON PERFORMING LOANS
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Financial Sector

The drainage of deposits stopped in July 2002, the trend has remained
positive since then.

PRIVATE DEPOSITS IN PESOS
In millions of pesos - End of period
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Financial Sector

The flight of private capital has diminished significantly since June 2002. It
turned to a net inflow from 2005 up to date.

NET PRIVATE CAPITAL FLOW
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Financial Sector

Unlike the case in previous years, since 2002 Argentina has made net
payments to multilateral lending agencies. In January 2006 Argentina
cancelled completely its debt with the IMF.

NET PAYMENTS TO MULTILATERAL AGENCIES
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Financial Sector

The stock exchange market displays a bullish tendency that began as of June
of 2002.

MERVAL INDEX EVOLUTION
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Prices

As from April 2002, the consistency of fiscal and monetary policies led to
lower rates of inflation. After an acceleration of the inflation in 2005, in the

last months monthly inflation was kept below 1% (retail).
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Foreign Trade

The depreciation of the peso led to a significant surplus in Argentina’s
foreign trade, mainly as a result of import substitution. Later, the strong
surge of exports helped to keep the surplus levelled.

FOREIGN TRADE
Monthly averages
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Foreign Trade

After six years of exports anchored in levels of u$s 26,000 million (1997-2002), in the
last four years exports accumulated a growth of 75%. In the last quarter of century
three periods of growth are distinguished.

TOTAL EXPORTS
In million of US$
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Foreign Trade
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Imports growth came hand in hand with GDP recovery.
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Foreign Trade

In 2002, conditions were created for a more realistic exchange rate than the one that
existed under Convertibility. Depreciation of the argentine peso is currently on trend.

REAL EXCHANGE RATES
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