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Argentina

The Argentine economy which was growing at an average annual rate of 8 per cent since 2003, had slowed down for the first time in 2008 to an estimated 7 per cent growth. It is expected to go down further to 3.5 per cent in 2009, consequent to the global financial crisis, economic recession in developed markets and the fall in demand and price for the commodities exported by Argentina.

The good news is that the Argentine market has successfully withstood the storm of the global financial crisis with only moderate adverse impact. Unlike in the past when the Argentine economy went into a tailspin following external crises such as the Mexican and the Asian crises, this time Argentina has proved that it has become less vulnerable to external shocks. No Argentine financial institution went bust nor has the economy gone into recession following the global crisis. IMF, World Bank, ECLAC and global financial analysts have commended the new paradigm of the Argentine market which has become more stable, strong and resilient. 
Credit is to be given to the pragmatic macro-economic policies followed by the Government of Argentina which has sustained the growth in the last six years; the current account has been kept in surplus and it was 2.5 per cent of GDP in 2008; the external debt has been reduced from 165 billion dollars in 2004 to 135 billion in end-2008. External debt as percentage of GDP has come down from 108 per cent in 2004 to 44 per cent in 2008; the share of foreign currency in external debt has been brought down to about 50 per cent of the total. The exchange rate has been stable and predictable and maintained between 3.1 and 3.3 pesos for a dollar in 2008 and there were no drastic fluctuations. The rate is expected to go between 3.5 and 4 pesos for a dollar in 2009.  And now to tackle the impact of the global financial crisis, the government has announced billions of dollars of public works as well as packages to stimulate the market.

The government nationalized the pension funds (amounting to 23 billion dollars in November 2008) and the Argentine Airlines. 
 The only issue of concern is inflation which has gone over 20 per cent in 2008. But the government is committed to tackle this and bring it down. However, inflation may still be in double digit in 2009. 
The Argentine government made a breakthrough by announcing their decision to repay the 6.4 billion dollar long-pending payment due to the Paris Club. It has also expressed its willingness, in principle, to look into the issue of settlement of debt of about 20 billion dollars owed to the hold-outs who did not agree to the earlier debt settlement made in 2005. These steps have opened the way for re-entry of Argentina in the international financial market and access to foreign capital.


The agricultural production in 2009 is expected to drop due to insufficient rains, disruption caused by the Farmers’ strike and decline in international prices for exports. Wheat output is expected to fall by 30 per cent. 


Argentina’s exports in 2008 (Jan-Nov) increased to 84 billion dollars from 57 billion dollars for the same period in 2007. The imports in Jan-Nov 2008 were 45 billion dollars as against 41 billion in the same period in 2007. Both exports and imports are expected to decrease in 2009. The government has started taking some measures to arrest the imports and protect local industries, consequent to the adverse impact of the global crisis.
Business with India


India’s exports in January-November 2008 increased by 27 per cent to 386 million dollars from 301 million in the corresponding period in 2007. India’s imports in Jan-Nov 2008 were 840 million dollars as against 847 million in 2007.

Argentina continued to be a major source of edible oils for India in 2008. Our imports in Jan-Nov 2008 were 640 million dollars.


Ten Indian companies have established operations in Argentina employing 1300 Argentines. Six are IT companies which employ 700 Argentines. United Phosphorus Limited and Punjab Agro-chemicals and Crop Protection Ltd. manufacture agro-chemicals in five plants and also export part of their production. Glenmark is producing and exporting oncological products from their plant in Argentina. Indo-Borax and Chemicals Ltd. has bought a small Borax mine and is looking for acquisition of bigger mines. In addition, the non-resident Indian companies have invested in Argentina. Arcelor Mittal has acquired two local steel companies for 600 million dollars. Sterling Group of India has acquired a 1700 hectare olive orchard

More Indian companies have shown interest in investment and joint ventures in Argentina, including in new areas such as agri-business.

The Embassy took proactive steps to promote business with Argentina by organizing a number of business events, seminars and visits by Indian business delegations. The Embassy published a “Guide for Business with Argentina, Uruguay and Paraguay” and distributed to Indian Export Promotion Councils, Chambers of Commerce etc. The 2009 edition is being distributed in January 2009. It has been put in the website. During the visit of Commerce Secretary, Shri G.K. Pillai in June 2008, the ‘Business Centre’ of the Embassy was inaugurated. The Embassy took the initiative in forming an Argentine-India Chamber of Commerce and Industry, which was launched in the presence of the Commerce Secretaries of the two countries. 


Given the modest growth of the economy projected for 2009, reduced consumption and austerity by the government, companies and consumers and the protective measures being taken by the government to safeguard local industries from the competition arising from imports, it is inevitable that India’s exports may not grow significantly in 2009. However, the current export figures are very much below the potential and if our exporters focus and work hard on this market, the exports can be significantly increased in the next year and in the years to come.


In 2009, the Embassy is proposing to hold an exclusive Indian trade fair with 150 companies and organize the third Indo-LAC CII Business Conclave besides other promotional events. The Embassy would like to invite Indian companies to participate in the international trade fairs (List posted in the website) in Argentina. The Embassy also invites Indian Export Promotion Councils and Chambers of Commerce to bring delegations to Argentina, Uruguay and Paraguay and organize BSMs.

The Embassy has been pursuing with Argentine authorities for the removal of the restrictions on import of Indian pharmaceuticals and the issue of business visas.


The Argentine government has imposed anti-dumping duty on import of CDs and DVDs and has opened anti-dumping investigations on import of some dye stuff and polyester fibres. These are being pursued appropriately.
Paraguay

The Paraguayan economy grew by an estimated 5.4 per cent in 2008 and is projected to slow down to less than 3 per cent in 2009. Exchange rate remained stable around 4300 Guaranis to a dollar in 2008. The Guarani is forecast to depreciate to 5200 Guaranis for a dollar in 2009. Inflation which was an estimated 10.3 per cent in 2008 is forecast to decline to 6.5 per cent in 2009. The current account surplus of 1 per cent GDP is expected to turn into a deficit in 2009. The external debt of 38 billion dollars in 2008 is likely to increase slightly in 2009. The foreign exchange reserves were at a comfortable level of 3.2 billion dollars in end-2008. The external debt which stood at 3.5 billion dollars in December 2008 is expected to marginally decrease in 2009.

The new government of President Lugo which came to power in August 2008 (after defeating the Conservative Colorado Party which had ruled for 61 years continuously) has given priority to Inclusive Development. The government is pursuing pragmatic policies and is committed to economic stability and growth.

Paraguayan imports in Jan-Oct 2008 increased to 6.8 billion dollars from 6 billion for the whole of 2007. The exports increased to 6 billion dollars in Jan-Oct 2008 from 5.4 billions in 2007. The price and demand for soya, the largest export of Paraguay have fallen in the second half of 2008 and is expected to decline further in 2009.
India’s exports increased to 35 million dollars in the first ten months of 2008 as against 36 million dollars for the whole year of 2007. 


Mahindra pick-ups entered the Paraguayan market in 2008. There is very good response from the market and sales are expected to increase significantly in 2009. A Paraguayan company imported complete cement plant machinery from India. The plant will be inaugurated in 2009.


A consortium of Indian edible oil companies has a proposal to invest 40 million dollars to acquire soya farms in Paraguay. The proposal is under consideration of Exim Bank for concessional credit.


The Embassy proposes to organize a business seminar in 2009 in Asuncion besides other promotional activities.

Uruguay

The Uruguayan economy grew by an impressive 11.5 per cent in 2008 (the highest in Latin America) increasing from 7.4 per cent in 2007. However, the growth rate is likely to come down to under 4 per cent in 2009. Inflation estimated to be 7.8 per cent in 2008 is forecast to decline to 5.4 per cent in 2009. The Uruguayan peso had appreciated in 2008 to a rate of 20.4 pesos = 1 US $ from 23.4 in 2007. It is expected to depreciate to 23.5 in 2009. The external debt has marginally increased from 11.1 billion in December 2007 to 11.5 billion in December 2008. However, it has come down from 15 billion dollars in 2004.
Uruguayan imports in 2008 were 6.3 billion dollars increasing from 4.8 billion in 2007. The exports in 2008 were 6 billion dollars increasing from 4.5 billion in 2007. However, both imports and exports are forecast to decline in 2009.

2009 is the election year. Candidatures have already been announced for the October 2009 elections. However, there will not be any significant change in the economic policies even if the opposition comes to power.

Our exports to Uruguay increased by 50 per cent to 47 million dollars in 2008 increasing from 30 million dollars last year. Our imports stayed at 8 million dollars in 2008, the same figure as in 2007.

TCS has increased its staff strength of its IT Centre in Montevideo to over 700. Some Indian companies have shown interest in investment in agri-business and pharmaceuticals.


An Agreement for Protection and Promotion of Investment (BIPPA) was signed in February 2008 during the visit of Minister of State of External Affairs of India, Shri Anand Sharma.


The Embassy is planning to organize a business seminar in Montevideo in 2009 besides other promotional events.

( R. Viswanathan )
Ambassador
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