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Abstract: Argentina has had a turbulent history of economic and political downturns. 
The purpose of this paper is to reflect on the major crises of the past three decades 
and analyze the causes, the crisis management procedures, and the post-crisis 
economic reforms. The presidencies of Carlos Menem, Néstor Kirchner, Cristina 
Fernández de Kirchner, and Mauricio Macri will be evaluated in the context of the 
chronic hyperinflation of the 1980s, the sovereign debt default of 2001, and the current 
currency crisis. In conclusion, this assessment will be used to draw distinctions 
between the crisis of 2001 and the current economic downturn of Argentina in 2018.

Összefoglalás: A történelem során Argentína gazdasági és politikai szféráját főként 
hullámvölgyek jellemezték. A tanulmány célja az elmúlt három évtized súlyos vál-
ságainak az elemzése, főképpen az okok, a válságkezelési eljárások és a kríziseket 
követő gazdasági reformok bemutatása. Carlos Menem, Néstor Kirchner, Cristina 
Fernández de Kirchner és Mauricio Macri elnökségét vesszük górcső alá, kitekintés-
sel az 1980-as évek krónikus hiperinflációjára, a 2001-es államcsődre és a jelenlegi 
valutaválságra. Végezetül mindezek alapján a szerző összehasonlítja a 2001-es vál-
ság és az idei gazdasági gyengülés jellemzőit.

ARGENTINA’S PATH TOWARD THE CRISIS OF 2002

In the 1980s, Argentina experienced cycles of severe hyperinflation, which 
mounted to an inflation rate of 4923 percent in 1990. To deal with the crisis, 
President Menem adopted a currency board, which pegged the Argentine peso 

to the U.S. dollar, in order to stabilize the economy and lower the inflation rate. The 
fixed exchange rate mechanism restrained the Central Bank of Argentina (Banco 
Central de la República Argentina, BCRA) from independently changing the nation’s 
money supply which helped eradicate inflation. Inflation fell to 17.5 percent by 1992 
and to 4.2 percent by 1994. The new system also boosted investor confidence and 
GDP increased by 10 percent annually in 1991 and 1992.

Menem’s solution was to liberalize the country, by shifting it towards a market-
oriented economy. He abolished price controls, reduced tariffs on imported goods, 
and eliminated rules and bureaucratic bodies that regulated the agricultural, 
wholesale, and retail sectors. Furthermore, he also led a massive drive towards 
privatization which led to the sale of 90 percent of all state enterprises. The 
combination of such reforms stabilized prices, increased market efficiency, and 
boosted the economy. During this period of economic boom, living standards rose 
for millions and GDP per capita rose from $4,636 in 1991 to $7,501 by 1994.

However, this economic expansion gradually slowed and in 1998 the global 
recession took its toll on the Argentine economy. In the fall of 1998, Brazil devalued 
its currency which led to a 20 percent decline in Argentine exports. Simultaneously, 
the U.S. dollar appreciated and pulled the Argentine peso upward with it which made 
Argentine commodities less competitive on global markets.

http://www.reed.edu/economics/parker/f10/201/cases/argentina.html
https://www.economist.com/media/globalexecutive/and_the_money_kept_rolling_in_e.pdf
https://www.economist.com/media/globalexecutive/and_the_money_kept_rolling_in_e.pdf
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Apart from losing revenue from trade, Argentine debt had also piled throughout 
the 1990s, as the government spent its entire surplus, taxed less, and excessively 
borrowed from international lenders. The administration’s lax fiscal policies created 
deficit levels that were too high for a country that depended on the convertibility 
system for market confidence. The heavy inflows of international credit created 
unsustainable levels of debt, which comprised 29 percent of the GDP in 1993 and 
41 percent of it by 1998.

As a result, Argentina eventually fell into a recession and by 2001 the GDP shrunk 
by 15.7 percent. The unemployment rate rose to 21.5 percent and the poverty rate 
to a record high 45 percent. Argentina reached out to the IMF for a series of loans 
but by December of 2001 the situation was beyond recovery. Events spiraled out of 
control leading to a series of bank runs, mass protests, and to the drastic corralito 
measures (that froze bank accounts). At last, Argentina defaulted on close to $95 
billion in debt.

Following the default, a political crisis also erupted during which five different 
presidents ruled Argentina in the span of two weeks. President Eduardo Duhalde 
took office in January of 2002 and finally abandoned the convertibility plan. Soon 
after, in the second quarter of 2002, the economic depression in Argentina ended. 
In the succeeding election, in April 2003, President Néstor Kirchner from the 
Justicialist Party (Peronist party founded by Juan Perón), was elected president. 
Kirchner finally stabilized and then boosted the Argentine economy, which had 
severely plummeted after the crash. The new policies implemented by Kirchner and 
the auspicious circumstances in the international market led to a relatively quick 
revival of the economy.

THE KIRCHNERS’ ALTERNATIVE METHOD
FOR CRISIS MANAGEMENT

One of the primary objectives of Kirchner’s political agenda was to strengthen 
the state. He increased the role of the state by redistributing social justice and 
changing policies affecting the labor market. He passed the Planes Trabajar 

and Plan Familias, which were a set of programs designed to reduce poverty. He 
also persuaded Congress to repeal amnesty laws that protected military officials 
who committed crimes under the dictatorial regime. Furthermore, he managed to 
reduce the informal labor market, decrease the level of unemployment, and increase 
real wages. He initiated public works programs of road and bridge construction. 
Due to the favorable circumstances that Kirchner created for the general working 
class he became a very popular political figure.

Kirchner also expanded the role of the state in regulating the market through 
macroeconomic and industrial policies. He improved the former exchange rate policy 
to stabilize the Argentine peso and make it more competitive. The competitiveness 
of the currency boosted exports and created a surplus in the current account. Apart 

https://inshorts.com/en/news/argentina-once-had-5-presidents-in-2-weeks-1476790902443
https://www.tandfonline.com/doi/abs/10.1080/01436597.2017.1333418
https://lasa.international.pitt.edu/LARR/prot/fulltext/vol49no2/49-2_173-196_manzetti.pdf
https://lasa.international.pitt.edu/LARR/prot/fulltext/vol49no2/49-2_173-196_manzetti.pdf
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from the competiveness of the currency, Argentina’s export boom was also due 
to East Asia’s growing demand for Argentine agricultural commodities (mainly soy 
products).

Moreover, Kirchner imposed export taxes that provided sufficient revenues 
to sustain a fiscal surplus, allowing the government to expand state spending on 
welfare and reduce the national debt. Whether it was a combination of Kirchner’s 
new policies or favorable market circumstances, by 2004 the GDP level exceeded 
that of the pre-crisis level.

However, once Néstor gained popularity, he consolidated congressional power 
and allegedly engaged in acts of bribery. This pattern of corruption also continued 
under the succeeding president, Cristina Fernández de Kirchner (the wife of Néstor 
Kirchner), who took power in 2007. Consequently, the surfacing of such cases 
decreased foreign investments, as investors lost confidence in Argentina.

Argentina experienced a steady economic growth till 2008 when its economy 
was hit by the global recession. The deteriorating international economic conditions 
weakened GDP growth as the international demand for Argentina’s exports 
decreased, while commodity prices also fell. Meanwhile, there was a lack of domestic 
investment in energy production, so as the Argentine economy expanded – after 
2001— the demand for energy imports increased. A mixture of these factors led to a 
drop in the nominal exchange rate, through which Argentina lost its competitiveness 
and strong current account.

Inflation was also high and it continued to persist after the Great Recession of 
2008, while growth stalled. Argentina’s economy was further weakened in 2012 after 
a severe drought decreased the supply of agricultural commodities available for 
trade. As the economy deteriorated, Cristina Fernández also implemented policies, 
which to many observers seemed inappropriate and misguided. Fernández enacted 
foreign exchange restrictions that created a black market for foreign currency. She 
also imposed import restrictions, in an effort to boost the domestic economy. 
However, such restrictions increased consumer prices for the ordinary people 
and did not create the desired effect she had hoped for. Fernández was a populist 
whose aim was to reduce poverty, so she also extended welfare benefits, raised the 
minimum wage for non-unionized workers, and maintained subsidies and heavy 
price controls. However, she did so at the expense of creating a twin deficit and high 
levels of inflation. Throughout her time in office, Fernández battled high inflation, 
which was often suppressed from the public. In fact, Argentina’s National Institute 
of Statistics and Censuses (INDEC) reported an inflation rate of 10 percent 
in 2012, while actual rates were estimated to be at 20-25 percent. Publishing 
miscalculated figures was a common phenomenon under her presidency. And due 
to the misreported rates, bondholders of inflation-linked bonds were cheated out 
of billions of dollars. Misrepresentations of the economy’s health dwindled market 
confidence in Argentina and disincentivized international investing in the country.

Another controversial move of Cristina Fernández was the renationalization 
of YPF, Argentina’s largest energy firm in 2012. Previously, the oil company was 
privatized under President Menem in 1993, and purchased by the Spanish energy 

https://www.tandfonline.com/doi/abs/10.1080/01436597.2017.1333418
https://www.tandfonline.com/doi/abs/10.1080/01436597.2017.1333418
https://www.economist.com/leaders/2014/06/20/dont-lie-to-me-argentina
http://www.businessinsider.com/chart-ypf-stock-nationalized-by-argentina-2012-4
http://www.businessinsider.com/chart-ypf-stock-nationalized-by-argentina-2012-4
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company, Repsol, in 1999, creating a merger called Repsol YPF, S.A. Fernández 
accused the company of mismanagement and underinvestment, and blamed it for 
Argentina’s increase in oil imports. She claimed that Repsol YPF favored paying 
out dividends to its stockholders over investing in local oil fields. So in 2012, the 
Argentine government renationalized 51 percent of the firm and agreed with Repsol 
on a $5 billion settlement for compensation. Since the renationalization, fuel 
production within YPF has slightly increased, but at the expense of a decrease in 
company profits. However, despite Fernández’s expectations, an oil deficit remains 
and crude oil imports continue to rise up to this day.

Fernández lost her popularity because of her counterproductive and controversial 
policies, which weakened the economy. By the next presidential election in 2015, 
the people wanted a change, so after 12 years of Kirchner dominated presidency, 
Mauricio Macri was elected president. His victory marked a break from the political 
and economic ideologies of his predecessors, as he had promised to bring about 
change under the coalition called Cambiemos [Let’s Change]. The coalition 
government is made up of this own, centre-right Republican Proposal (Propuesta 
Republicana, PRO) party, the social democratic Radical Civic Union (Unión Cívica 
Radical, UCR), and the liberal Civic Coalition (Coalición Cívica).

ARGENTINA’S SHIFT TO THE RIGHT UNDER MACRI

One of Macri’s first undertakings upon assuming office was reaching a deal 
with vulture funds Cristina Fernández refused to settle with. In 2001, the 
Argentine government defaulted on $82 billion of sovereign bonds. The 

majority (93 percent) of the bondholders accepted restructuring deals in 2005 
and 2010, with losses up to 70 percent. However, the remaining 7 percent, known 
as the vulture funds rejected the deals. These vulture funds bought up defaulted 
Argentinean bonds in 2001 at discount values and litigated afterwards to receive the 
full value of the bonds. They took the issue to court, where a New York Court Judge 
ruled in their favor, stating that Argentina could only start paying back creditors who 
accepted the haircut deal once it paid the vultures in full.

In April 2016, Argentina finally reached an agreement with the vulture funds 
and once again gained access to the international credit market. Immediately upon 
its return, the country sold $16.5 billion of bonds. Reaching a deal was of primary 
importance for Macri who wanted to restore market confidence in Argentina’s 
economy and attract foreign funds and investment to the country.

The theme of Macri’s economic agenda has been gradualism over shock 
adjustment, to cut back on government spending. Macri favors a gradual 
implementation of reforms, to avoid the consequences of past shock therapies. 
Macri’s predominant campaign promise was to bring back a free market economy 
to Argentina and undo the decade of economic populism characterized by heavy 
social spending, currency controls, and economic protectionism. Since December 

https://www.bbc.com/mundo/noticias/2013/05/130502_argentina_ypf_balance_vs
https://www.bbc.com/mundo/noticias/2013/05/130502_argentina_ypf_balance_vs
https://www.economist.com/graphic-detail/2015/11/23/2015-argentine-presidential-election-second-round-result
https://www.wsj.com/articles/argentina-returns-to-global-debt-markets-with-16-5-billion-bond-sale-1461078033
http://en.mercopress.com/2018/03/03/macri-confirms-gradualist-approach-to-economic-reforms-in-speech-to-congress
https://foreignpolicy.com/2018/05/18/mauricio-macri-was-supposed-to-be-different/
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2015, Macri has lifted currency controls, reduced export taxes on grains, cut 
corporate taxes, and has cut back on subsidies. The government removed energy 
and gas subsidies, which led to a 500 percent price hike for electricity and a 
300 percent price increase for natural gas. Public transportation subsidies were 
also cut which resulted in a hundred-fold price increase in some areas.

Subsidies had cost the government billions of dollars a year and were cut to 
lower the fiscal deficit to the government’s target of 3.2 percent of GDP. Regardless, 
even with such cuts, many are worried that fiscal expenditure remains too high. 
However, the challenge is that the majority of fiscal spending is devoted to providing 
social benefits, and even the possibility of reducing such benefits creates an outcry 
among the general populace.

Apart from reducing subsidies, Macri has also attempted to reform labor laws, 
which are very costly and are producing inefficiencies across Latin American 
companies. However, his labor reforms – such as lowering corporate penalties for 
firing workers – have been received by protests and are due to be discussed further 
in Congress.

WARNING SIGNS
REFLECTING THE CRISIS OF 2001/2002

Despite all of Macri’s efforts to strengthen the economy, the economic 
conditions of Argentina have seriously deteriorated in the past few months. An 
economic crisis is once again looming over Argentina and many are drawing 

comparisons between the political and economic conditions of Argentina in 2001 
and now, in 2018. Some of the key similarities are a mounting twin deficit – fiscal 
and current account –, high dollar dominated debt, high inflation, an overvalued 
currency, and a deal with the IMF.

Factors that led to the accumulation of high debt were a lax fiscal policy in times 
of economic surplus, the limited power of the federal government to regulate the 
expenses of the provincial government, and tax avoidance. A challenge to Argentina’s 
tax system has been the informal work sector (en negro), which accounts for almost 
a third of the workforce. Due to the smaller tax base, the government has been 
forced to impose exceptionally high taxes.

In an effort to shift Argentina towards a market-centered economy, Macri has 
tried to expand the country’s trade partners. He encouraged Mercosur to begin 
free trade negotiations with states of the European Union and the Pacific Alliance, 
Canada, South Korea, Japan, and China. However, the short-term side effect of 
Macri’s endeavors to open the country to international trade has led to a growing 
trade deficit. In 2017, Argentina’s trade deficit reached an all time low, caused by the 
lifting of currency and trade restrictions and the Brazilian real’s depreciation in the 
past three years. A year earlier, in 2016, Argentina reported a trade surplus of 
nearly $2 billion but by 2017 reported a deficit of $8.7 billion, which is expected to 

https://www.telesurtv.net/english/news/Argentinas-Workers-March-in-Protest-Against-Labor-Reforms-20171206-0029.html
https://www.ft.com/content/2b06911a-11fa-11e8-8cb6-b9ccc4c4dbbb
https://www.reuters.com/article/argentina-inflation/update-1-argentina-12-month-inflation-surges-to-295-pct-in-june-idUSL1N1UD1FX
https://www.theguardian.com/business/2018/may/04/argentina-pushes-interest-rates-to-40-to-defend-the-peso
https://www.imf.org/External/NP/ieo/2003/arg/index.htm
https://worldview.stratfor.com/article/taming-twin-headaches-argentina-economy
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rise to $11 billion. Moreover, a severe drought has decreased soybean production by 
about 20 percent, and the U.S. Department of Agriculture predicted that Argentina’s 
soybean exports would be the lowest in twenty years. This is concerning, due 
to the country’s heavy dependence on its soy products and other agricultural 
goods. Soybean meal, soybeans, and soybean oil account for 29.6 percent of total 
exports (and total agricultural goods for about a half of total exports). Decreases 
in agricultural production could further increase the (already) high trade deficit. 
Although there wasn’t a drought in 2001, Argentina was also suffering a heavy twin 
deficit in both its current and fiscal accounts.

Another factor resembling 2001 is the heavy dollar debt burden. Argentina 
entered the 2001 crisis with an external debt to GDP ratio of 60 percent and that 
same ratio was at 36.7 percent at the end of 2017. Macri has issued new debt to 
improve the trade deficit, pay off the vulture funds, halt the capital flight, and to make 
debt service payments. All these expenditures combined have created an external 
debt that is too high for a developing country like Argentina.

High levels of inflation have also characterized Argentina’s economy throughout 
its history, especially at times of crises. In 2002, inflation rose to 26 percent and in 
June of 2018 the 12-month inflation rose to 29.5 percent.

Figure 1
Inflation Rate, Average Consumer Prices (Annual Percent Change)

Another characteristic of the crisis in 2001 was an overvalued currency caused 
by the rigid currency peg, which was based on an unnatural linkage between the 
developed U.S. and developing Argentine economy. Similarly, in the beginning of 
2018, the Argentine peso was extremely overvalued, and since December has lost 
almost 75 percent of its value against the dollar, reaching a record low of 28.60 per 
U.S. dollar. A stronger dollar and further depreciations would also intensify the debt 
burden, which is denominated in U.S. dollars.

https://atlas.media.mit.edu/en/profile/country/arg/
https://www.ceicdata.com/en/indicator/argentina/external-debt--of-nominal-gdp
https://fred.stlouisfed.org/series/FPCPITOTLZGARG
https://www.bloomberg.com/news/articles/2018-07-17/argentina-prices-surged-by-most-in-two-years-after-peso-plunge
http://www.imf.org/external/datamapper/PCPIPCH@WEO/OEMDC/ARG
https://www.brookings.edu/wp-content/uploads/2016/06/11_argentina_kiguel.pdf
http://markets.businessinsider.com/currencies/usd-ars
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Figure 2
The Fall in the Value of the Argentine Peso

In the effort to stabilize the currency and halt the run on the peso, the BCRA 
hiked interest rates to 40 percent in early May. However, even after the new interest 
rates, consumer prices rose 3.7 percent and core inflation rose to 4.1 percent, which 
is the highest that it’s been since 2016.

Economists have linked the worsening economic conditions to the U.S. Federal 
Reserves’ gradual interest rate hikes in 2018. The rise in the U.S. interest rates has 
led many international investors to pull out of emerging markets. This has also 
been the case in Turkey where the lira has lost heavily of its value against the U.S. 
dollar so far this year. And in June, the Turkish central bank raised interest rates to 
16.5 percent in the hopes of stabilizing the falling currency.

The soaring inflation rates combined with the capital flight from Argentina has 
greatly weakened the Argentine peso. As a last resort, President Macri reached out 
to the International Monetary Fund and on June 7, 2018, agreed on a three-year 
50 billion dollar aid package to restore market confidence. As part of the agreement, 
Argentina will need to reduce its fiscal deficit to zero by 2020, and will target a fiscal 
deficit of 2.7 percent of GDP this year and 1.3 percent in 2019.

Many Argentineans, however, fear the ramifications of the IMF loan package, 
since the Fund was blamed for exacerbating the economic crisis of 2001. 
Nevertheless, there are key differences in the standby agreements made in 2000 
and in 2018. Apart from the required reduction of fiscal deficit and a general goal of 
moving faster with the 2015 reforms of Macri, there aren’t specific structural reforms 
that the IMF has required Argentina to carry out. However, this wasn’t the case in 
2000 when the IMF drew up a comprehensive plan for Argentina in which the IMF 
arrangements were based on performance criteria. One of the primary objectives 
was to implement fiscal reforms to reduce the public debt burden and to achieve 
fiscal sustainability. The key components of the arrangement were a series of tax, 
social security, healthcare, and labor reforms. Furthermore, the plan also promoted 
investment, so a private sector infrastructure fund was created and available funds 
for public investments increased.

https://www.google.hu/search?q=the+fall+in+the+value+of+the+argentine+peso+bloomberg&source=lnms&tbm=isch&sa=X&ved=0ahUKEwjDld-5ur_cAhWHB5oKHSBeDi4Q_AUICygC&biw=1256&bih=643#imgrc=dIjFVX_4Eh_dOM:
https://www.aljazeera.com/news/2018/05/erdogan-asks-turks-prop-lira-currency-volatility-180526143404023.html
https://www.imf.org/en/News/Articles/2018/06/20/pr18245-argentina-imf-executive-board-approves-us50-billion-stand-by-arrangement
https://www.imf.org/en/News/Articles/2015/09/14/01/49/pr0103
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REASONS WHY THE DOWNTURN OF 2018
WILL NOT BE A REPEAT OF THE CRISIS OF 2001/2002

Despite the apparent similarities, there are key differences between the 
economic conditions of 2001 and of today. In 2001, the currency board 
restrained the BCRA from having monetary autonomy. Thus, it didn’t have 

the power to control the nation’s money supply to devalue the peso. In 2015, 
however, President Macri was able to lift currency controls and allowed the peso to 
float under control of market forces. Thus, in 2018, the free-floating exchange rate 
allowed the BCRA to hike interest rates which it did so in the effort to halt capital 
outflows.

Another crucial difference is the amount of foreign exchange reserves. In 2001, 
Argentina had $14.56 billion worth of foreign exchange reserves, but by 2018, it 
had a record high of $56.7 billion of reserves. To ease the decline of the peso, in 
mid-May, the BCRA cushioned its currency by selling an additional $408 million 
reserves. Furthermore, the BCRA also decided to purchase some of its assets, to 
support the value of the currency, and halt inflation. As it is evident, Argentina today 
has more tools at its disposable to influence the currency and ease market volatility 
worries.

Figure 3
Argentinean Foreign Exchange Reserves (Million USD)

Furthermore, GDP levels are considerably different now than they were in 2001. 
Prior to the 2001 crisis, there had been a negative GDP per capita growth since 
1999, reaching – 5.46 percent in 2001 and –11.87 percent by 2002. Meanwhile, GDP 
growth per capita was 2.78 percent in 2016 but rose to 1.88 percent in 2017.

https://www.reuters.com/article/us-argentina-macri/argentina-lifts-currency-controls-floats-peso-in-bid-to-boost-economy-idUSKBN0TZ2ES20151217
https://www.theglobaleconomy.com/Argentina/Reserves/
https://www.reuters.com/article/uk-argentina-peso/imf-says-supports-argentina-floating-exchange-rate-as-peso-tumbles-idUSKCN1IF2SN
https://www.reuters.com/article/uk-argentina-peso/imf-says-supports-argentina-floating-exchange-rate-as-peso-tumbles-idUSKCN1IF2SN
https://www.ceicdata.com/en/indicator/argentina/foreign-exchange-reserves
https://data.worldbank.org/indicator/NY.GDP.PCAP.KD.ZG?locations=AR
https://data.worldbank.org/indicator/NY.GDP.PCAP.KD.ZG?locations=AR
https://data.worldbank.org/indicator/NY.GDP.PCAP.KD.ZG?locations=AR
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Figure 4
Argentinean GDP per Capita Growth (Annual %)

In correlation to GDP levels, unemployment levels are also significantly different. 
In 2001, unemployment peaked at 25 percent, while in December of 2017, CEIC data 
reported an unemployment rate of 7.2 percent. Lower unemployment levels are 
indicators of a healthier, better functioning economy. With a smaller percentage 
of the workforce employed in 2001, revenue from income taxes decreased, which 
further weakened the economy. Due to the deteriorating conditions dissatisfaction 
grew among the public and by December of 2001 riots spread throughout the 
country. Furthermore, the approval rating of President Fernando de la Rúa dropped 
to 18 percent.

In May, President Macri’s approval ratings have also fallen to 40 from the 
63 percent of December 2017. However, the drop in the president’s popularity is 
likely due to the sudden shock that hit the Argentine economy. Just a couple of 
months prior, in October, Macri’s Cambiemos alliance performed surprisingly well 
in the congressional midterm elections. The coalition won 13 out of the 24 districts, 
including the top five electoral districts – Buenos Aires City and the provinces of 
Buenos Aires, Córdoba, Santa Fe, and Mendoza. The victories were noteworthy 
for two main reasons. First of all, no individual party had won all five of the top 
population centers since 1985. Secondly, ex-President Cristina Fernández de 
Kirchner was defeated in the province of Buenos Aires by Macri’s ally, Esteban 
Bullrich. The midterm elections signaled an endorsement and support for Macri’s 
coalition. Thus, it is hard to assess the political consequences of the newly emerging 
street protests and the current dissatisfaction of the people.

https://data.worldbank.org/indicator/NY.GDP.PCAP.KD.ZG?locations=AR&view=chart
https://www.indexmundi.com/g/g.aspx?c=ar&v=74
https://www.ceicdata.com/en/indicator/argentina/unemployment-rate
https://www.ft.com/content/57eded86-5f61-11e8-9334-2218e7146b04
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CONCLUSION

Throughout his presidency, Macri has carried out a healthy economic approach 
and has been gradually implementing his promised reforms. However, due 
to external factors, the economy of Argentina has plummeted. The interest 

rate hikes in the United States of America have caused many investors to pull out 
of Argentina. Furthermore, the severe drought in 2017 caused an adverse supply 
shock. The decline in agricultural production weakened the Argentine economy, 
which is centered on an export-driven model. With fewer foreign investors and less 
available commodities to trade, Argentina faces an ambiguous future.

It is unclear whether Macri could have done something differently to prevent 
the present economic and political downturn. Some have argued that he should 
have taken a faster approach at implementing reforms instead of his policy of 
gradualism. Nevertheless, the story of 2001 was different in that the economic 
policies of the government were already deemed unsustainable at the time. Despite 
warnings that the convertibility system would collapse, the government clung to 
the system and employed drastic austerity measures to maintain it. The IMF loan 
was used to prolong the collapse of the system, only creating more damage at the 
end. At present, there isn’t one economic measure, which is evidently contributing 
to the contraction of the economy. The new IMF loan will be used to put Argentina’s 
external debt on a more sustainable long-term path, without generating a banking 
crisis and by laying the “foundations for inclusive and sustainable growth.”

https://www.imf.org/en/News/Articles/2018/07/21/pr18301-argentina-statement-by-the-imf-managing-director-on-argentina

