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LUXEMBOURG ADDENDUM

(to the Prospectus Supplement Dated January 10, 2005)

The Republic of Argentina

The Republic of Argentina (“Argentina”) has prepared this Luxembourg addendum (this
“Addendum”) to the prospectus supplement dated January 10, 2005 (the “Prospectus Supplement”) with
respect to Argentina’s offer to the owners of each series of bonds listed in Annex A to the Prospectus
Supplement (collectively, the “Eligible Securities”) to exchange their Eligible Securities for new securities
upon the terms and subject to the conditions set forth in the Prospectus Supplement.

This Addendum should be read together with the Prospectus Supplement and the accompanying
prospectus dated December 27, 2005 (the “Base Prospectus”). This Addendum supplements the information
contained in the Prospectus Supplement and, therefore, references in the Prospectus Supplement to the
Prospectus Supplement refer to the Prospectus Supplement as supplemented by this Addendum.

Capitalized terms used in this Addendum but not defined herein, have the meaning assigned to them
in the Prospectus Supplement.

Application has been made to list each series of the Pars, Discounts and GDP-linked Securities on the
Luxembourg Stock Exchange, and application will be made to list each series of the New Securities on the Buenos
Aires Stock Exchange and on the Mercado Abierto Electronico. Argentina intends to make an application to list
each series of U.S. dollar- or euro-denominated Pars, Discounts and GDP-linked Securities on a regulated market
organized and managed by Borsa Italiana S.p.A., provided all requirements for such listing are met. See “Plan of
Distribution” in the Base Prospectus.

The international joint dealer managers for the Offer are:

Barclays Capital Merrill Lynch & Co. UBS Investment Bank

The date of this Addendum is January 10, 2005.
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Argentina is furnishing this Addendum to you solely for use in the context of the Offer and for
Luxembourg listing purposes. After having made all reasonable queries, Argentina confirms that:

o the information contained in this Addendum is true and correct in all material respects and is not
misleading as of December 27, 2004;

e it holds the opinions and intentions expressed in this Addendum;

o to the best of its knowledge and belief, it has not omitted other facts, the omission of which makes this
Addendum, together with the Prospectus Supplement and the Base Prospectus, as a whole, misleading
as of December 27, 2004; and

e it accepts responsibility for the information it has provided in this Addendum.
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In the discussion below, references to “we,” “our” or “us” are to Argentina.

Expected Economic Results for 2004

The information set forth below reflects our expectations with respect to Argentina’s economic
performance during 2004. While we believe that these expectations were reasonable as of December 27, 2004, we
can offer no assurance that actual results will not differ materially from the figures set forth below, since actual
results will depend in large part on factors that are beyond our control or significant influence. See “Forward
Looking Statements” in the Base Prospectus.

Based on currently available data, we project Argentina’s Gross Domestic Product (GDP) to grow by 6.5%
in 2004, reflecting growth in both gross investment and consumption during the course of the year.

We expect exports to continue to grow during the second half of 2004, due mainly to growth of Argentina’s
principal export markets (especially Brazil and Asia), the increased competitiveness of Argentina’s industry, and
rising international commodities prices. Likewise, we expect an increase in imports during the second half of 2004,
stimulated by rising levels of domestic demand.

By year-end 2004, we expect the consumer price index to have increased by 6.3%, as compared to
December 31, 2003. In addition, we expect the Central Bank’s international reserves to continue to increase as a
result of the bank’s ongoing policy of purchasing foreign currencies in the foreign exchange market.

For 2004, we project a primary surplus for the national non-financial public sector of 2.9% of GDP and an
overall fiscal surplus of 1.3% of GDP.

Ratings

Set forth below is a summary of the most recent credit ratings for Argentina, issued in October or
November 2004, by certain rating agencies:

Standard & Poor's, a division of the McGraw-Hill Companies, Inc. (“Standard and Poor’s”) currently
assigns to Argentina, as issuer, a rating of “SD” (the twenty-second level of rating on a scale from one to twenty-
three), which indicates that the issuer is in default on certain but not all series of its debt instruments and is therefore
likely to continue to regularly fulfill its payment obligations with respect to those series or classes of debt
instruments on which it is not in default.

Moody’s Investors Service, Inc. (Moody’s) currently assigns to the long-term indebtedness of Argentina a
rating of “Caa 1” (the seventeenth level of rating on a scale from one to twenty-one) for indebtedness denominated
in currencies other than Argentine pesos, and a rating of “B3” (the sixteenth level of rating on a scale from one to
twenty-one) for indebtedness denominated in Argentine pesos. The “Caa 1” rating indicates a heightened risk of
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default with respect to principal or interest payments. The “B3” rating indicates securities that are not considered to
be desirable investments. Moody’s rating for Argentina’s long-term indebtedness (denominated in all currencies) in
of December 2001 was “Ca,” indicating highly speculative securities.

Fitch, Inc. (“Fitch”) currently assigns to the long-term indebtedness of Argentina a rating of “DDD” (the
twenty-second level of rating on a scale from one to twenty-four) for indebtedness denominated in currencies other
than Argentine pesos, and a rating of “B-" (the sixteenth level of rating on a scale from one to twenty-four) for
indebtedness denominated in pesos. The “DDD” rating indicates defaulted indebtedness. The “B-" rating indicates
highly speculative investments. Fitch’s rating for Argentina’s long-term indebtedness (denominated in all
currencies) in November 2001 was “C.” In January 2003, it changed this rating to “CC.” Both of these ratings
indicate a high risk of default.

No rating is presently assigned to any single series of Eligible Securities. Argentina is currently
considering the possibility of requesting credit ratings for the New Securities.

The rating information set forth above was obtained by Argentina from the respective rating agencies.
Argentina had no part in the preparation or determination of this rating information and thus can offer no assurance
that the information is reliable or that it accurately reflects Argentina’s ability to service its public indebtedness,
including the New Securities.



PROSPECTUS SUPPLEMENT
(to Prospectus Dated December 27, 2004)

The Republic of Argentina

Offers to Owners of
EACH SERIES OF BONDS LISTED IN ANNEX A TO THIS PROSPECTUS SUPPLEMENT
(collectively, the “Eligible Securities”)
to exchange Eligible Securities for its

PAR BONDS DUE DECEMBER 2038 (“PARS”),
DI1SCOUNT BONDS DUE DECEMBER 2033 (“DISCOUNTS”),
QUASI-PAR BONDS DUE DECEMBER 2045 (“QUASI-PARS”) AND
GDP-LINKED SECURITIES THAT EXPIRE IN DECEMBER 2035 (“GDP-LINKED SECURITIES”)

collectively, the “New Securities,” on the terms and conditions described in this prospectus supplement.
The GDP-linked Securities will initially be attached to the Pars, Discounts and Quasi-pars.

The aggregate Eligible Amount (as defined below) of all Eligible Securities currently outstanding is U.S.$81.8 billion, comprising
U.S.$79.7 billion of principal and U.S.$2.1 billion of accrued but unpaid interest as of December 31, 2001, based on exchange rates in
effect on December 31, 2003.

For a discussion of risk factors which you should consider in evaluating this Offer, see “Risk Factors” beginning on page S-29 of this
prospectus supplement and page 17 of the accompanying prospectus.

THE OFFER WILL EXPIRE AT 4:15 P.M. (NEW YORK CITY TIME) ON FEBRUARY 25, 2005, UNLESS
EXTENDED OR EARLIER TERMINATED BY ARGENTINA IN ITS SOLE DISCRETION (THE “EXPIRATION DATE”).
ONLY LIMITED WITHDRAWAL RIGHTS WILL BE AVAILABLE AND ALL TENDERS WILL BE IRREVOCABLE
EXCEPT UNDER CERTAIN CIRCUMSTANCES AS DESCRIBED IN THIS PROSPECTUS SUPPLEMENT.

The New Securities, other than those governed by Argentine law, will contain provisions regarding acceleration and future modifications to
their terms that differ from those applicable to substantially all of Argentina’s outstanding public external indebtedness. These provisions, which are
commonly referred to as “collective action clauses,” are described in the sections entitled “Description of the Securities—Default and Acceleration of
Maturity” and “Description of the Securities—Modifications” in pages 206 and 207, respectively, of the accompanying prospectus. Under those
provisions, modifications affecting certain reserved matters, including modifications to payment and other important terms, may be made to a single
series of New Securities, other than those governed by Argentine law, with the consent of the holders of 75% of the aggregate principal amount
outstanding of that series, and to multiple series of New Securities with the consent of the holders of 85% of the aggregate principal amount
outstanding of all affected series and 66%% in aggregate principal amount outstanding of each affected series.

Application has been made to list each series of the Pars, Discounts and GDP-linked Securities on the Luxembourg Stock Exchange, and
application will be made to list each series of the New Securities on the Buenos Aires Stock Exchange and on the Mercado Abierto Electronico.
Argentina intends to make an application to list each series of U.S. dollar- or euro-denominated Pars, Discounts and GDP-linked Securities on a
regulated market organized and managed by Borsa [taliana S.p.A., provided all requirements for such listing are met. See “Plan of Distribution.”

This prospectus supplement and the accompanying prospectus may only be used in the United States, Luxembourg and in the jurisdictions
in which Argentina and the international joint dealer managers are relying either on exemptions from approval by regulatory authorities or approval
of this prospectus supplement and accompanying prospectus on the basis of mutual recognition of the certificate of approval issued by the
Luxembourg Commission de Surveillance du Secteur Financier (which we refer to as the “CSSF”), together with such additional disclosure required
by the regulatory authority in that jurisdiction. Holders of Eligible Securities outside the United States and Luxembourg should carefully read the
sections entitled “Global Offering,” “Certain Legal Restrictions” and “Jurisdictional Restrictions” in this prospectus supplement to determine if they
may rely on this prospectus supplement or participate in the Offer.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these
securities or passed upon the accuracy or adequacy of this prospectus supplement or the prospectus to which it relates. Any
representation to the contrary is a criminal offense.

The international joint dealer managers for the Offer are:
Barclays Capital Merrill Lynch & Co. UBS Investment Bank
The date of this prospectus supplement is January 10, 2005.




In this prospectus supplement, references to “we,” “our” and “us” are to Argentina.

This prospectus supplement, the accompanying prospectus and the related acceptance notices are
together referred to as the “Offer Materials.” Transactions contemplated by the Offer Materials are referred
to as the “Offer.”

A “series” of Eligible Securities refers to each issue of Eligible Securities listed in Annex A to this
prospectus supplement. A “series” of New Securities refers to each issue of New Securities, including GDP-
linked Securities initially attached to each series of Pars, Quasi-pars and Discounts, as described in this
prospectus supplement.

When we refer to the “Par Brady Bonds and Discount Brady Bonds” in this prospectus supplement,
we mean the following series of Eligible Securities:

e Discount USD L + 0.8125% (BR) due 2023,
e Discount USD L + 0.8125% (RG) due 2023,
e PAR Bonds USD 6% (BR) due 2023,

e PAR Bonds USD 6% (RG) due 2023,

e  Discount DEM L+ 0.8125% Due 2023, and

e PAR Bonds DEM 5.87% Due 2023.
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INTRODUCTION

When you make your investment decision, you should rely only on the information contained in this
prospectus supplement and the accompanying prospectus. The Republic of Argentina (“Argentina”) has not
authorized anyone to provide you with information that is different. This document may only be used where
it is legal to offer and sell these securities. The information in this prospectus supplement and the
accompanying prospectus may only be accurate as of the date of this prospectus supplement or the
accompanying prospectus, as applicable.

Argentina is furnishing this prospectus supplement and the accompanying prospectus to you solely for use
in the context of the Offer and for Luxembourg listing purposes. After having made all reasonable queries,
Argentina confirms that:

o the information contained in this prospectus supplement and the accompanying prospectus is true and
correct in all material respects and is not misleading as of the date of this prospectus supplement or the
accompanying prospectus, as applicable;

e it holds the opinions and intentions expressed in this prospectus supplement and the accompanying
prospectus;

e to the best of its knowledge and belief, it has not omitted other facts, the omission of which makes this
prospectus supplement or the accompanying prospectus as a whole misleading as of the date of this
prospectus supplement or the accompanying prospectus, as applicable; and

e it accepts responsibility for the information it has provided in this prospectus supplement and the
accompanying prospectus.

Argentina is a foreign sovereign state. Consequently, it may be difficult for you to obtain or realize upon
judgments of courts in the United States and other jurisdictions against Argentina.

The New Securities that Argentina issues to tendering holders of Eligible Securities in the United States are
being offered under Argentina’s registration statement (file no. 333-117111) initially filed with the United States
Securities and Exchange Commission (the “SEC”) under Schedule B of the Securities Act of 1933, as amended (the
“Act”), on July 2, 2004, and declared effective by the SEC on September 29, 2004. On December 23, 2004,
Argentina filed with the SEC Post-Effective Amendment No. 1 to its registration statement, which was declared
effective by the SEC on December 27, 2004.

The accompanying prospectus provides you with a general description of the securities that Argentina may
offer under its registration statement, and this prospectus supplement contains specific information about the terms
of the Offer and the New Securities. This prospectus supplement also adds, updates or changes information
provided in the accompanying prospectus. Consequently, before you participate in the Offer, you should read this
prospectus supplement and the accompanying prospectus, together with any additional information described under
“General Information—Where You Can Find More Information” in this prospectus supplement.

None of Argentina, any international joint dealer manager, the information agent, the exchange agent or the
Luxembourg exchange agent has expressed any opinion as to whether the terms of the Offer are fair. In addition,
none of the clearing systems through which you may tender your Eligible Securities has expressed any opinion as to
whether the terms of the Offer are fair. None of Argentina, any international joint dealer manager, the information
agent, the exchange agent or the Luxembourg exchange agent makes any recommendation that you tender your
Eligible Securities for exchange or refrain from doing so pursuant to the Offer, and no one has been authorized by
Argentina, any international joint dealer manager, the information agent, the exchange agent or the Luxembourg
exchange agent to make any such recommendation. You must make your own decision as to whether to tender
Eligible Securities in exchange for New Securities or refrain from doing so, and, if you do tender Eligible Securities,
the principal amount of Eligible Securities to tender.
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All references in this document to the website relating to the Offer (which we refer to as the “Offer
Website™), are to the website created and maintained by the information agent, which can be accessed through the
Internet address http://www.georgesonshareholder.com/argentina. These references are inserted as inactive textual
references to this “uniform resource locator” or “URL” and are for your informational reference only. Access to the
Offer Website by holders in certain non-U.S. jurisdictions will be subject to certain restrictions in compliance with
exemptions from regulatory approval being relied on by Argentina in such jurisdictions. See “Jurisdictional
Restrictions” below. Information on the Offer Website is not incorporated by reference in this document. Argentina
does not assume responsibility for the information that appears on the Offer Website, other than the Offer Materials
and other information that Argentina has authorized for display on the Offer Website under the information agent
agreement.

GLOBAL OFFERING

The Offer is being extended to holders of Eligible Securities in the United States, Luxembourg and
Denmark on the basis of this prospectus supplement and the accompanying prospectus. The Offer is also being
extended on the basis of this prospectus supplement and the accompanying prospectus in certain jurisdictions where
Argentina and the international joint dealer managers are relying on exemptions from regulatory approval by the
relevant authorities. For further information concerning the exemptions in these jurisdictions, see “Jurisdictional
Restrictions.”

The Offer is also being extended to holders of Eligible Securities in Argentina, Germany and Italy on the
basis of separate prospectuses approved by the relevant regulatory authorities in these jurisdictions, and in the
Netherlands and Spain on the basis of prospectuses consisting of this prospectus supplement and the accompanying
prospectus, together with such additional disclosure required by the regulatory authorities in the Netherlands and
Spain, as the case may be. Holders in Argentina, Germany, Italy, the Netherlands and Spain should review, and
make their decision to participate in the Offer, solely on the basis of the prospectus approved by the relevant
regulatory authority in that jurisdiction, copies of which may be obtained on the Offer Website. The Offer in
Argentina is being managed by the Argentine joint dealer managers. For further information concerning the Offer
and the prospectuses in these jurisdictions, see “Jurisdictional Restrictions.”

The Offer is only being extended where offers and solicitations are permitted by law, and only in
accordance with the applicable laws, rules and regulations of the relevant jurisdiction.

The Offer being extended under this prospectus supplement and the accompanying prospectus and the
offers being extended on the basis of separate prospectuses approved in the jurisdictions named above constitute one
and the same Offer, subject to the same terms and conditions (as set forth in this prospectus supplement), except as
required by applicable law or as otherwise noted in this prospectus supplement.

Offer in Japan

Subject to regulatory approval, Argentina intends to offer to holders of Eligible Securities in Japan,
concurrently with the Offer or as soon as practicable thereafter, securities with terms that are substantially similar to
those of the Pars, Discounts and GDP-linked Securities, as well as additional securities that are denominated in yen
and governed by Japanese law. The offer in Japan would be extended on terms that are substantially similar to the
terms of this Offer. The details of the offer in Japan will be set forth in a separate prospectus approved by the
relevant regulatory authorities in Japan. We refer to the offer in Japan as the “offer in Japan.”

All calculations for purposes of determining the maximum aggregate principal amount of Pars that
Argentina will issue, and whether the maximum aggregate principal amounts of Pars and Quasi-pars have been
reached (as described under “Terms of the Offer—Limitation on Issuance and Allocation of New Securities—Limits
on and Allocation of Pars” and “Terms of the Offer—Limitation on Issuance and Allocation of New Securities—
Limits on and Allocation of Quasi-pars”), will include Pars and Quasi-pars issued pursuant to the offer in Japan.
However, no amount of Pars or Quasi-pars will be specifically reserved for purposes of the offer in Japan.
Accordingly, should the offer in Japan not occur concurrently with the Offer, Pars or Quasi-pars might not be
available for holders participating in such offer, depending on the demand for Pars or Quasi-pars pursuant to this
Offer.
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Similarly, the allocation of Pars and Quasi-pars in accordance with the procedures described under “Terms
of the Offer—Limitation on Issuance and Allocation of New Securities—Limits on and Allocation of Pars” and
“Terms of the Offer—Limitation on Issuance and Allocation of New Securities—Limits on and Allocation of Quasi-
pars” will encompass all tenders of Pars and Quasi-pars submitted in the Offer and the offer in Japan. If the offer in
Japan does not occur concurrently with the Offer, holders participating in the offer in Japan may not realize any of
the allocation benefits accorded to holders that tender their Eligible Securities early.

The Offer Materials have not been filed with or approved by the Kanto Local Finance Bureau.
Accordingly, holders of Eligible Securities who are Japanese residents or persons located in Japan should not rely on
the Offer Materials as a source of information or for instructions on how to tender Eligible Securities. See
“Jurisdictional Restrictions.”

CERTAIN LEGAL RESTRICTIONS

The distribution of the Offer Materials and the transactions contemplated by the Offer Materials are
restricted by law in certain jurisdictions. If the Offer Materials come into your possession, you are required by
Argentina to inform yourself of and to observe all of these restrictions. The Offer Materials do not constitute, and
may not be used in connection with, an offer or solicitation in any jurisdiction where offers or solicitations are not
permitted by law. Holders of Eligible Securities outside the United States and Luxembourg should carefully review
the restrictions and limitations applicable in certain jurisdictions and the manner in which the Offer Materials will be
made available in such jurisdictions, as set forth in the “Jurisdictional Restrictions” section.

If a jurisdiction requires that the Offer be made by a licensed broker or dealer and any international joint
dealer manager or any affiliate of any international joint dealer manager is a licensed broker or dealer in that
jurisdiction, the Offer shall be deemed to be made by such international joint dealer manager or such affiliate on
behalf of Argentina in that jurisdiction.

Until forty days after the Announcement Date (as defined in “Summary Time Schedule for the
Offer”), all dealers effecting transactions in the New Securities in the United States, whether or not
participating in this distribution, may be required to deliver a copy of this prospectus supplement and the
accompanying prospectus.

CURRENCY EXCHANGE RATES

Several calculations in this prospectus supplement are performed using currency exchange rates in effect on
December 31, 2003. Those exchange rates per U.S. dollar are set forth below:

Rate per U.S. dollar

Currency on December 31, 2003
ATZENTINE PESOS «.euvvevrerreerreeteseestesteesseesseestesseesseesessesssesssesseessesssessessessseessesssens 29175
SWISS FTAINICS ...ttt ettt ettt 1.2409
BUTO ettt sttt sttt s 0.7945
Pound StEITING ......cveviriiiiiirieeee e e 0.5599
JAPANESE YOI ..o 107.3900

Source: Reuters Group PLC
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For purposes of the Offer, all calculations made with respect to Eligible Securities denominated in a
predecessor currency to the euro will be performed in euro. Accordingly, if you hold any such Eligible Securities,
you should convert all amounts relating to such securities into euro at the conversion rate applicable to such
predecessor currency as set forth in the table below:

Predecessor Currency Rate per euro
DeutSChe MArK ........coueiiiiiieeieieee e e e 1.9558
TEALHAN LT, .ttt sttt a ettt 1936.2700
AuStrian SChIllING.......cooiiiiiiiieeeee e 13.7603
SPANISH PESELA .....eeevieiiieiiieiiectieeee ettt e e enae e 166.3860

Source: European Central Bank
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SUMMARY TIME SCHEDULE FOR THE OFFER

The following summarizes the anticipated time schedule for the Offer assuming, among other things, that
the Expiration Date is not extended and that the Offer is not earlier terminated. This summary is qualified in its
entirety by, and should be read in conjunction with, the more detailed information appearing elsewhere in this
prospectus supplement.

January 14, 2005

January 14, 2005
February 25, 200

, through

S e

4:15 P.M. (New York City time),

February 4, 2005

Commencement

Offer commences. Announcement of the terms of the Offer. We
refer to this date as the “Launch Date.”

Submission Period (unless extended or earlier terminated)

The Offer is open during this period, unless Argentina extends it or
terminates it earlier in its sole discretion. We refer to this time
period as the “Submission Period.” Tendering holders of Eligible
Securities may submit tenders by delivering, or giving instructions
for delivery of, acceptance notices as described in this prospectus
supplement. Once acceptance notices are submitted, tenders will be
irrevocable, except under certain limited circumstances as described
in this prospectus supplement. See “Risk Factors — Risk Factors
Relating to the Offer — Risks of Participating in the Offer”, “Terms
of the Offer — Irrevocability; Limited Withdrawal Rights” and
“Terms of the Offer — Tender Procedures”.

Argentina has divided the Submission Period into two periods for
purposes of allocation of Pars: an early tender period, comprising the
first three weeks of the Submission Period (unless extended), and a
late tender period, comprising the remainder of the Submission
Period. To benefit from an early-tender allocation of Pars, your duly
completed electronic acceptance notice must be received by the
principal clearing system (as defined below) through which you
tender your Eligible Securities by no later than 4:15 P.M. (New York
City time) on February 4, 2005 (unless the early-tender period is
extended). We refer to this date and time as the “Early-tender
Deadline.”

Quasi-pars will be allocated on a daily first-come first-served basis.
If you wish to receive Quasi-pars, your duly completed electronic
acceptance notice must be received by the principal clearing system
(as defined below) through which you tender your Eligible Securities
as soon as practicable after the Launch Date.

Early-tender Deadline (unless extended)

The early-tender period ends, unless Argentina extends it. You will
not be eligible to receive an early-tender allocation of Pars unless
your duly completed electronic acceptance notice is received by this
date and time.
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4:15 P.M. (New York City time),
February 25,2005........cccevievierieieeieeieceennn

At or around 5:00 P.M. (New York City
time), March 18, 2005, or as soon as
practicable thereafter ...........cccovvvvevveveennnnnen.

April 1, 2005, or as soon as practicable
thereafter........oovvvvvvierienieieeeeeee e

Expiration (unless Submission Period is extended or earlier
terminated)

The Submission Period ends and the Offer expires, unless Argentina
extends it or terminates it earlier in its sole discretion. After this
date, you may no longer submit tenders. We refer to this date as the
“Expiration Date.”

Announcement (unless postponed or Submission Period is extended
or earlier terminated)

Unless it has terminated the Offer earlier, Argentina determines in its
sole discretion whether to accept tenders and announces the results
of the Offer, including the aggregate principal amount of each series
of New Securities to be issued. We refer to this date as the
“Announcement Date.” The Announcement Date may be postponed
by Argentina for any reason, including if the Submission Period is
extended.

Argentina expects that trading in New Securities on a when-and-if
issued basis will commence following the announcement of the
results of the Offer. However, there can be no assurances that this
will occur.

Settlement (unless postponed or Submission Period is extended or
earlier terminated)

Title to your tendered and accepted Eligible Securities is transferred
to Argentina and you receive in exchange any New Securities and
cash payments to which you are entitled. If necessary to facilitate
the settlement of the Offer, the settlement of the Offer may take up
to seven business days. We refer to this date, or these dates, if
multiple business days are necessary, as the “Settlement Date.” The
length of the Settlement Date will have no effect on the New
Securities that you may receive in the Offer.

A “business day” for this purpose and as used elsewhere in this
prospectus supplement (unless noted otherwise) is any day that is not
a Saturday or Sunday, and that is not a day on which banking or trust
institutions are authorized generally or obligated by law, regulation
or executive order to close in New York City, and that is also a day
on which the Trans-European Automated Real-Time Gross
Settlement Express Transfer (TARGET) System, or any successor
system, is open for business.
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SUMMARY

This summary highlights information contained elsewhere in this prospectus supplement. It is not
complete and may not contain all the information that you should consider before tendering Eligible Securities
in exchange for New Securities. You should read the entire prospectus supplement, including the “Risk
Factors” section, and the accompanying prospectus carefully.

General ...........

Purpose of the Offer .......................

Acceptance......

Termination, Amendments............

Consideration to be Received
Other than by Holders of Par

Brady Bonds
Brady Bonds

and Discount

Terms of the Offer

Argentina is offering holders of Eligible Securities the opportunity to
tender their Eligible Securities in exchange for newly issued New
Securities on the terms and subject to the conditions set forth in this
prospectus supplement and the related acceptance notices.

To restructure outstanding debt obligations of Argentina that are
currently in default.

Argentina has not conditioned its acceptance of tenders or the
consummation of the Offer on any minimum level of participation by
holders of Eligible Securities. Argentina reserves the right not to accept
tenders in its sole discretion.

If Argentina elects to accept any tenders, it will announce the results of
the Offer, including the aggregate amount of each series of New
Securities to be issued, at or around 5:00 P.M. (New York City time), on
the Announcement Date.

At any time before Argentina announces the acceptance of any tenders on
the Announcement Date, Argentina may, in its sole discretion and to the
extent permitted by the applicable laws, rules and regulations in each
jurisdiction where Argentina is making the Offer:

e terminate the Offer (including with respect to tenders submitted prior
to the time of the termination),

o extend the Offer past the originally scheduled Expiration Date,
e withdraw the Offer from any one or more jurisdictions, or

e amend the Offer, including amendments in any one or more
jurisdictions.

Subject to the terms and conditions of the Offer described in this
prospectus supplement, you may elect to receive Pars, Discounts or
Quasi-pars in exchange for any Eligible Securities (other than Par Brady
Bonds and Discount Brady Bonds) you tender that are accepted by
Argentina.

For purposes of the Offer, your Eligible Securities will be assigned an
“Eligible Amount” equal to (i) their outstanding principal amount as of
December 31, 2001, plus (ii) any accrued but unpaid interest up to but
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Consideration to be Received
Pursuant to Tenders of Par

Brady Bonds
Brady Bonds

and Discount

excluding December 31, 2001.

The original principal amount of any Pars, Discounts and Quasi-pars you
receive pursuant to the Offer will be equal to the Eligible Amount of
Eligible Securities (other than Par Brady Bonds and Discount Brady
Bonds) you tender, multiplied by the following exchange ratios
(applicable to Eligible Securities exchanged for New Securities in the
same currency):

Exchange Ratio
(per unit of Eligible Amount in the same

New Security currency)
Pars...c.ccooveeviinieene 1.000
Discounts........cccceeuue. 0.337
Quasi-pars .................. 0.699

The exchange ratios for Eligible Securities exchanged for New Securities
in different currencies are adjusted based on exchange rates in effect on
December 31, 2003. For a complete list of exchange ratios, see “Terms
of the Offer—Consideration to be Received Other than by Holders of Par
Brady Bonds and Discount Brady Bonds.”

In addition to any Pars, Discounts or Quasi-pars that you elect to receive,
you will receive GDP-linked Securities in a notional amount equal to the
Eligible Amount of the Eligible Securities you tender that are accepted by
Argentina.

You will not receive payment of any accrued and unpaid interest on your
tendered Eligible Securities (other than Par Brady Bonds and Discount
Brady Bonds) for the period subsequent to December 31, 2001.

As used above and elsewhere in this prospectus supplement, the “original
principal amount” of any New Securities refers to the principal amount of
those New Securities as of December 31, 2003.

For purposes of the Offer, your Par Brady Bonds and Discount Brady
Bonds will be assigned a “Brady Residual Amount” equal to (i) their
outstanding principal amount at December 31, 2001, minus (ii) their Cash
Value (as defined below) and minus (iii) interest accrued after

December 31, 2001, on which holders of these bonds have received
payment, or are entitled to receive payment, by exercising their rights
against the collateral securing such interest payments.

Subject to the terms and conditions of the Offer described in this
prospectus supplement, you will receive in exchange for your tendered
and accepted Par Brady Bonds and Discount Brady Bonds:

e the cash proceeds corresponding to your tendered Par Brady Bonds
and Discount Brady Bonds resulting from the release of the Brady
Collateral (as defined in this prospectus supplement) and redemption
by the U.S. Treasury or Kreditanstalt fiir Wiederaufbau (“KfW?), as
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Interest on New Securities Other
Than GDP-linked Securities

Limitation on Issuance

the case may be, of the securities constituting that collateral (we refer
to these proceeds as the “Cash Value”); and

e Discounts in an original principal amount equal to 33.7% of the
Brady Residual Amount corresponding to your tendered Par Brady
Bonds and Discount Brady Bonds, p/us GDP-linked Securities in a
notional amount equal to the corresponding Brady Residual Amount.
The exchange ratio set forth above assumes an exchange of Par
Brady Bonds or Discount Brady Bonds for Discounts denominated in
the same currency. This exchange ratio has been adjusted for
purposes of exchanging Par Brady Bonds and Discount Brady Bonds
for Discounts denominated in a different currency, based on
exchange rates in effect on December 31, 2003. See “Terms of the
Offer—Consideration to be Received Pursuant to Tenders of Par
Brady Bonds and Discount Brady Bonds.”

Any New Securities you receive in exchange for your Eligible Securities,
other than GDP-linked Securities, will begin to accrue interest from and
including December 31, 2003.

Interest payment dates for Pars are March 31 and September 30 of each
year, and December 31, 2038. Interest accrued on Pars from and
including December 31, 2003, to but excluding March 31, 2005, will be
paid in cash on the Settlement Date.

Interest payment dates for Discounts are June 30 and December 31 of
each year. For Discounts, interest that would have been payable in cash
on June 30, 2004, and December 31, 2004, will be paid in cash on the
Settlement Date. The portion of interest that would have been capitalized
on June 30, 2004, and December 31, 2004, will be capitalized as of such
dates. The principal amount of Discounts you receive upon settlement of
the Offer will equal the original principal amount to which you are
entitled (as provided above under “—Consideration to be Received Other
than by Holders of Par Brady Bonds and Discount Brady Bonds,” and
“Consideration to be Received Pursuant to Tenders of Par Brady Bonds
and Discount Brady Bonds”) plus such capitalized interest.

Interest payment dates for Quasi-pars are June 30 and December 31 of
each year. Interest accrued on Quasi-pars that would have been
capitalized on June 30, 2004, and December 31, 2004, will be capitalized
as of such dates. The principal amount of Quasi-pars you receive upon
settlement of the Offer will equal the original principal amount as of to
which you are entitled (as provided above under “—Consideration to be
Received Other than by Holders of Par Brady Bonds and Discount Brady
Bonds) plus such capitalized interest.

Argentina’s annual budget for 2005 includes allocations for interest
accrued on the New Securities and payable in cash on the Settlement
Date.

Argentina may issue Pars only up to a maximum aggregate principal
amount of:
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Allocation of Pars

e U.S.$10.0 billion or the equivalent in other currencies, if the
aggregate Eligible Amount of Eligible Securities tendered and
accepted pursuant to the Offer and, if concurrent with the Offer, the
offer in Japan, is less than or equal to 70% (U.S.$57.3 billion
equivalent) of the aggregate Eligible Amount of all outstanding
Eligible Securities, or

e U.S.$15.0 billion or the equivalent in other currencies, if the
aggregate Eligible Amount of Eligible Securities tendered and
accepted pursuant to the Offer and, if concurrent with the Offer, the
offer in Japan, is greater than 70% (U.S.$57.3 billion equivalent) of
the aggregate Eligible Amount of all outstanding Eligible Securities.

Argentina has divided the Submission Period into two periods for
purposes of allocation of Pars: an early-tender period, comprising the
first three weeks of the Submission Period and expiring at the Early-
tender Deadline (unless extended), and a late-tender period, commencing
immediately after the Early-tender Deadline and ending on the Expiration
Date.

For purposes of implementing the allocation process, if you tender an
Eligible Security in an outstanding principal amount in excess of
U.S.$50,000, £30,000, ¥5,000,000, Ps.150,000, €40,000 or Sfr.60,000,
as the case may be (each, a “U.S.$50,000 equivalent”), the principal
amount of your tendered Eligible Security will be split into the following
two components: one will comprise the outstanding principal amount of
your tendered Eligible Security up to and including U.S.$50,000
equivalent, and the other component will comprise the outstanding
principal amount of your tendered Eligible Security in excess of
U.S.$50,000 equivalent.

Argentina will allocate the maximum aggregate principal amount of Pars
among tendering holders that elect to receive Pars in the following order
of priority:

e First, among early tenders up to and including U.S.$50,000
equivalent. Holders who tender an Eligible Security during the early
tender period (whom we refer to as “early-tender holders™) will be
entitled to receive Pars in exchange for the outstanding principal
amount of their tendered Eligible Security up to and including
U.S.$50,000 equivalent. If such allocation exceeds the maximum
aggregate principal amount of Pars, Argentina will allocate this
maximum amount among early-tender holders on a pro rata basis (as
described under “Terms of the Offer—Limitation on Issuance and
Allocation of New Securities—Pro Rata Allocation”).

e Second, among late tenders up to and including U.S.$50,000
equivalent. If, after the first allocation, Argentina has not allocated
in full the maximum aggregate principal amount of Pars, holders
who tender an Eligible Security during the late-tender period (who
we refer to as “late-tender holders”) will be entitled to receive Pars in
exchange for the outstanding principal amount of their tendered
Eligible Security up to and including U.S.$50,000 equivalent. If
such allocation exceeds the remainder of Pars available after the first
allocation, Argentina will allocate this remainder among late-tender
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Limitation on Issuance of Quasi-

holders on a pro rata basis (as described under “Terms of the Offer—
Limitation on Issuance and Allocation of New Securities—Pro Rata
Allocation”).

o Third, among early tenders in excess of U.S.350,000 equivalent. 1If,
after the first and second allocation, Argentina has not allocated in
full the maximum aggregate principal amount of Pars, early-tender
holders will be entitled to receive Pars in exchange for the
outstanding principal amount of their tendered Eligible Security in
excess of U.S.$50,000 equivalent. If such allocation exceeds the
remainder of Pars available after the first and second allocations,
Argentina will allocate this remainder among early-tender holders on
a pro rata basis (as described under “Terms of the Offer—Limitation
on Issuance and Allocation of New Securities—Pro Rata
Allocation”).

e Fourth, among late tenders in excess of U.S.850,000 equivalent. 1If,
after the first, second and third allocations, Argentina has not
allocated in full the maximum aggregate principal amount of Pars,
late-tender holders will be entitled to receive Pars in exchange for the
outstanding principal amount of their tendered Eligible Security in
excess of U.S.$50,000 equivalent. If such allocation exceeds the
remainder of Pars available after the first, second and third
allocations, Argentina will allocate this remainder among late-tender
holders on a pro rata basis (as described under “Terms of the Offer—
Limitation on Issuance and Allocation of New Securities—Pro Rata
Allocation”).

As described above, for purposes of the allocation of Pars the applicable
U.S.$50,000 equivalent threshold is measured in relation to the
outstanding principal amount of the Eligible Security you tender.

However, in order to determine the principal amount of New Securities
you are entitled to receive pursuant to the Offer, this principal amount
corresponds to an Eligible Amount calculated as provided under “Terms of
the Offer—Eligible Amount.”

The allocation of Pars among tendering holders will encompass all tenders
for Pars submitted in the Offer and, if concurrent with the Offer, the offer
in Japan. All determinations made by Argentina in the allocation of Pars
as provided above will be binding and final.

Argentina will issue Quasi-pars only up to a maximum original aggregate
principal amount of Ps.24.3 billion.

Quasi-pars will be allocated among tendering holders on a daily first-
come first-served basis. Accordingly, all holders who tender on the same
day will be accorded equal priority, but will have precedence in the
allocation of Quasi-pars over any holders that tender on subsequent days.
If, on any given day, the demand for Quasi-pars exceeds the principal
amount of Quasi-pars then available for exchange (after deducting the
principal amount of Quasi-pars allocated in prior days from the maximum
aggregate principal amount of Quasi-pars), the available Quasi-pars will
be allocated on a pro rata basis among all holders who tender their
Eligible Securities on that day. For purposes of the allocation of Quasi-
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No Limitation on Issuance

of Discounts....

Currency Denomination of the

New Securities

pars, the daily cutoff time will be 4:15 P.M. (New York City time).

The allocation of Quasi-pars among tendering holders will encompass all
tenders for Quasi-pars submitted in the Offer and, if concurrent with the
Offer, the offer in Japan. All determinations made by Argentina in the
allocation of Quasi-pars as provided above will be binding and final.

There is no limit on the allocation of Discounts within the Offer. If you
elect to receive any Pars or Quasi-pars and the amount you would receive
would (in the absence of any limitation on the issuance of Pars or Quasi-
pars) exceed the maximum amount of Pars and Quasi-pars that you are
permitted to receive in the Offer (as provided above), the Eligible
Securities that cannot be exchanged for Pars or Quasi-pars as a result of
that limitation will instead be exchanged for Discounts denominated in
the same currency you selected for the Pars or Quasi-pars.

The currency of the Eligible Securities you tender determines the
currency you may select for any Pars or Discounts you elect to receive, as
follows:

e Eligible Securities denominated in U.S. dollars or euro (or any
Eligible Securities originally denominated in a predecessor currency
to the euro, which currencies for this purpose are deemed to have
been originally denominated in euro). You may elect to receive Pars
or Discounts in the same currency as your tendered Eligible
Securities or in pesos.

o  Eligible Securities denominated in pounds sterling or Swiss francs.
You may elect to receive Pars or Discounts denominated in euro or
pesos.

e  Eligible Securities denominated in yen. You may elect to receive
Pars or Discounts in euro or pesos, except that if your yen-
denominated Eligible Securities are governed by Japanese law you
may only receive Pars or Discounts denominated in pesos.

e  FEligible Securities denominated in pesos. You may elect to receive
Pars or Discounts in pesos.

If you fail to or incorrectly designate your currency selection, you will
receive Pars or Discounts denominated in the same currency as your
tendered Eligible Securities except that: if your tendered Eligible
Securities were originally denominated in pounds sterling, Swiss francs,
Japanese yen (except for Eligible Securities governed by Japanese law) or
any predecessor currency to the euro, you will be deemed to have elected
to receive your Pars or Discounts in euro; or if your Eligible Securities
were originally denominated in Japanese yen and governed by Japanese
law, you will be deemed to have elected to receive your Pars or Discounts
in pesos.

While holders of yen-denominated Eligible Securities governed by
Japanese law will not be able to receive yen-denominated securities
governed by Japanese law pursuant to the Offer, they will be able to do
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Governing Law of the New

Minimum Tender

Limited Withdrawal Rights

so pursuant to the offer in Japan, if conducted by Argentina. Argentina,
however, will only launch an offer in Japan after having received all
necessary regulatory approvals from Japanese authorities. (See "Global
Offering— Offer in Japan").

The Quasi-pars will be denominated in pesos only.

The GDP-linked Securities will be denominated in the same currency as
the currency of the Pars, Discounts or Quasi-pars to which they are
initially attached.

Solely for purposes of the Offer, Argentina will treat Eligible Securities
originally denominated in a currency other than pesos and governed by
Argentine law as if they were denominated in the currency in which they
were originally issued.

If the Eligible Securities you tender are not governed by Argentine law,
the governing law of any Pars or Discounts you receive will be as
follows:

e  Pars or Discounts denominated in U.S. dollars will be governed by
New York law,

e  Pars or Discounts denominated in euro will be governed by English
law,

e  Pars or Discounts denominated in pesos will be governed by
Argentine law.

If the Eligible Securities you tender are governed by Argentine law, you
may elect to receive Pars or Discounts governed only by Argentine law
(whether or not they are denominated in pesos).

The Quasi-pars will only be governed by Argentine law.

The GDP-linked Securities will be governed by the law that governs the
New Securities to which they are initially attached.

You must tender your Eligible Securities in the minimum denomination
and the integral multiples in excess of such minimum denomination that
are set forth in the terms of such Eligible Securities.

You will not, however, be permitted to exchange Eligible Securities for
Quasi-pars unless the outstanding principal amount of the Eligible
Securities you tender for Quasi-pars is at least U.S.$350,000, £200,000,
¥37,600,000, Ps.1,025,000, €280,000 or Sfr.435,000, as the case may be.

Tenders will be irrevocable and may not be withdrawn unless Argentina:

e extends the Submission Period of the Offer for more than 30
calendar days;

e amends any of the financial terms of the New Securities (such as the
maturity, principal amount or interest rate) or any of the following
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Tender Procedures..........................

How to Participate if You Hold

terms of the Offer: exchange ratios, method or extent of limitation
on issuance of New Securities, method of allocation of New
Securities, including timing of expiration of the early tender period
for allocation of Pars (except if Argentina extends the early-tender
period due to a postponement in the launch of the Offer in any
jurisdiction or in the launch of the offer in Japan, if applicable, in
either case resulting from a delay in procuring any necessary
regulatory approvals) or calculation of the Eligible Amount; or

o files or otherwise makes public an amendment, modification or
supplement to this prospectus supplement (or to a comparable
offering document used in any jurisdiction where the Offer is being
made) that contains a change in the information contained in this
prospectus supplement (or comparable offering document used in
any jurisdiction where the Offer is being made) that Argentina, in its
sole discretion, determines is material to the tendering holders of
Eligible Securities, except for any amendment, modification or
supplement made solely for the purpose of announcing the results of
the Offer (including the allocation of the New Securities or whether
the limits on the issuance of Pars or Quasi-pars have been reached).

In any of these cases, you will have the right to withdraw your tender for
a period of 15 calendar days from the date Argentina first publicly
announces the granting of withdrawal rights. See “Risk Factors — Risk
Factors Relating to the Offer — Risks of Participating in the Offer.”

To participate in the Offer, you must submit, or arrange to have submitted
on your behalf, to a principal clearing system (as defined below), by

4:15 P.M. (New York City time) on the Expiration Date, a duly
completed electronic acceptance notice. Your electronic acceptance
notice must:

o clearly state the type (Pars, Discounts or Quasi-pars) and currency of
New Securities you wish to receive in exchange for the Eligible
Securities you tender (except in the case of Par Brady Bonds and
Discount Brady Bonds, in which case you will be deemed to have
elected to receive Discounts). If you fail to or incorrectly designate
the type and currency of the New Securities you wish to receive, you
will be deemed to have elected to receive Discounts in the same
currency as your tendered Eligible Securities, except as provided
above under “Currency Denomination of the New Securities,” and

o clearly designate an account, as applicable, at the Depository Trust
Company, which we refer to as “DTC,” Euroclear Bank S.A./N.V.,
as operator of the Euroclear System, which we refer to as
“Euroclear,” Clearstream Banking société anonyme, which we refer
to as “Clearstream, Luxembourg,” or at Caja de Valores S.A., which
we refer to as “Caja de Valores,” where your New Securities and any
cash payment that you are entitled to receive can be credited upon
settlement of the Offer.

Eligible Securities tendered in the Offer will be “blocked” for transfers to
third parties pending settlement of the Offer.

The procedures you must follow to effectively tender Eligible Securities
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Eligible Securities:

In Book-Entry Form....................

Through DTC

depend upon the manner in which you hold your Eligible Securities.

Beneficial ownership of Eligible Securities held in electronic or book-
entry form generally represents an interest in a global security that is
registered in the name of a clearing system or such clearing system’s
nominee. These beneficial interests may be held directly if you have an
account with the relevant clearing system, or indirectly through
institutions, such as securities brokers and dealers, that have an account
with the relevant clearing system. We refer to institutions that have an
account with the relevant clearing system as “direct participants” in such
system. Only these direct participants may submit electronic acceptance
notices to the relevant clearing system. If you are not a direct participant,
you (or your broker, dealer, bank, trust company, trustee or other
custodian on your behalf) must arrange for the direct participant through
which you hold your Eligible Securities to submit an electronic
acceptance notice on your behalf to the relevant clearing system.

Argentina has made special arrangements with certain clearing systems
that will allow these clearing systems to submit electronic acceptance
notices on behalf of tendering holders directly to the exchange agent.
These clearing systems will be able to perform this function even with
respect to the Eligible Securities that are not registered in their name (or
the name of their depositary nominee). We refer to these clearing
systems as the “principal clearing systems.” These include: DTC, Caja
de Valores, Clearstream AG, Clearstream, Luxembourg, Euroclear,
Monte Titoli S.p.A. and SIS AG. For more information, you may contact
the information agent.

For your tender of Eligible Securities to be effective, a direct
participant in a principal clearing system through which you tender
your Eligible Securities must submit an electronic acceptance notice on
your behalf to such principal clearing system prior to 4:15 P.M. (New
York City time) on the Expiration Date. The principal clearing systems
will not submit to the exchange agent any electronic acceptance notice
they receive after this time.

For your tender of Eligible Securities to be effective, the principal
clearing system through which you tender your Eligible Securities must
deliver your duly completed electronic acceptance notice to the
exchange agent no later than three business days after the Expiration
Date.

Upon receipt of your electronic acceptance notice, the principal clearing
system will submit your electronic acceptance notice to the exchange
agent.

The receipt of your electronic acceptance notice by a principal clearing

system will result in the blocking of your tendered Eligible Securities in
such clearing system. This will prevent you from being able to transfer
your tendered Eligible Securities to third parties.

The exchange agent and DTC have confirmed that the Offer is eligible
for DTC’s Automated Tender Offer Program, or “ATOP,” system.
Accordingly, if you hold Eligible Securities through DTC, you may
instruct DTC to make a book-entry transfer of your tendered Eligible
Securities into the exchange agent’s account at DTC and electronically
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Through Euroclear or
Clearstream, Luxembourg...........

Through Caja de Valores ............

Through Other Clearing
SPYSLEMS ...,

Through a Custodian or Other
Securities Intermediary................

In Physical FOrm .....eeeveeueeoanere

submit your duly completed electronic acceptance notice through DTC’s
ATOP system (if you are a direct participant), or arrange to have a direct
participant do so on your behalf.

If you hold Eligible Securities through Euroclear or Clearstream,
Luxembourg, you may submit (if you are a direct participant), or arrange
to have a direct participant submit on your behalf, an electronic
acceptance notice in accordance with the procedures established by
Euroclear or Clearstream, Luxembourg, as applicable, to participate in
this Offer. Participants should refer to the respective notifications of
Euroclear and Clearstream, Luxembourg for detailed information
regarding tender procedures.

If you hold Eligible Securities through Caja de Valores, you may submit
(if you are a direct participant), or arrange to have a direct participant
submit on your behalf, an electronic acceptance notice in accordance with
the procedures established by Caja de Valores for the Offer. You may
contact Caja de Valores for assistance in effecting your tender in
accordance with the applicable procedures.

If you hold Eligible Securities through any other clearing system, you
must follow the procedures established and deadlines required by such
clearing system in order for your tender to be received by a principal
clearing system prior to 4:15 P.M. (New York City time) on the
Expiration Date. You may contact the information agent for assistance in
effecting your tender in accordance with the applicable procedures and
deadlines.

If your Eligible Securities are held in the name of a custodian or other
securities intermediary, such as a broker, dealer, bank, trustee or trust
company, you must contact such custodian or other securities
intermediary and instruct it to tender your Eligible Securities on your
behalf. You should contact your custodian or other securities
intermediary well in advance of the Expiration Date, since your custodian
or other securities intermediary may have earlier deadlines by which it
must receive your instructions in order to have adequate time to meet the
deadlines of the clearing system through which your Eligible Securities
are tendered.

Eligible Securities held in physical form may not be tendered pursuant to
the Offer. If you hold Eligible Securities in physical form, you may only
participate in the Offer by first exchanging your physical securities for an
interest in the corresponding global security, which will be recorded in
book-entry form. This can be accomplished by (i) selecting a broker,
dealer, bank, trust company, trustee or other custodian that has a direct or
indirect account with the clearing system that acts as depositary for the
global security corresponding to your physical certificate, (ii)
surrendering the physical certificates representing your Eligible
Securities to the trustee or fiscal agent for those securities, and (iii)
instructing the trustee or fiscal agent to exchange your physical certificate
for an interest in the corresponding global security, specifying the
account at the relevant clearing system where your interest in the global
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In Bearer Form.....................

In Luxembourg .....................

Tax Consequences....................

Restrictions...............c.cccooeennn.

International Joint Dealer

Managers.........cccoceeeeneennnennen.

Information Agent ...................

Exchange Agent .......................

Luxembourg Exchange Agent

security should be credited.

Upon receiving your physical certificates and instructions as specified
above, the trustee or fiscal agent will exchange your physical certificate
for an interest in the corresponding global security, and credit your
custodian’s account at the relevant clearing system. Although your
Eligible Securities will no longer be represented by a separate physical
certificate, your interest in the Eligible Securities will otherwise remain
unchanged.

The process for converting physical securities into securities held in
book-entry form as provided above may entail some delay. Accordingly,
if you hold your Eligible Securities in physical form and wish to
participate in the Offer, you should begin this process as soon as possible.

Once you hold your Eligible Securities in electronic form, you will be
able to tender your Eligible Securities pursuant to the Offer in accordance
with the procedures set forth in this prospectus supplement under “Terms
of the Offer—Tender Procedures—If You Hold Eligible Securities in
Electronic or Book-Entry Form.”

Tenders of Eligible Securities held in bearer form will not be accepted in
the United States.

Holders of Eligible Securities in Luxembourg may contact the
Luxembourg exchange agent for assistance in effecting their tenders in
accordance with these procedures.

Please see the section entitled “Taxation” for important information
regarding the possible U.S., Luxembourg and Argentine tax
consequences for tendering holders who exchange Eligible Securities for
New Securities.

Argentina is making the Offer only in those jurisdictions where it is legal
to make such offers, including in certain jurisdictions in reliance on
exemptions from approval by regulatory authorities. See the “Global
Offering”, “Certain Legal Restrictions” and “Jurisdictional Restrictions”
sections in this prospectus supplement.

Barclays Capital Inc., Merrill Lynch, Pierce, Fenner & Smith
Incorporated and UBS Securities LLC.

Georgeson Shareholder Communications Inc. will act as information
agent for the Offer. The address and telephone number of the
information agent can be found on the back cover page of this prospectus
supplement.

The Bank of New York will act as exchange agent for the Offer. The
address and telephone number of the exchange agent can be found on the
back cover page of this prospectus supplement.

The Bank of New York (Luxembourg) S.A. will act as Luxembourg
exchange agent for the Offer. The address and telephone number of the
Luxembourg exchange agent can be found on the back cover page of this




Luxembourg Listing

U.S. — European Trustee.................

Retail Processing Fee

prospectus supplement.

Kredietbank S.A. Luxembourgeoise will act as Luxembourg listing agent
for the listing of the Pars, Discounts and GDP-linked Securities on the
Luxembourg Stock Exchange. The address and telephone number of the
Luxembourg listing agent can be found on the back cover page of this
prospectus supplement.

The Bank of New York will act as trustee for holders of New Securities
governed by either New York law or English law. The address and
telephone number of the U.S. — European trustee can be found on the
back cover page of this prospectus supplement.

Each retail processing dealer (as defined below) who successfully
processes tenders from a retail beneficial owner (as defined below) of
DMA Eligible Securities (as defined in “Plan of Distribution”) will be
eligible to receive a fee payable in U.S. dollars (which we refer to as the
“retail processing fee”’) from the international joint dealer managers equal
to:

e 0.03% for every U.S.$1 principal amount (or the equivalent in
another currency based on exchange rates in effect on December 31,
2003) of DMA Eligible Securities tendered by or on behalf of such
retail beneficial owner and accepted pursuant to the Offer, if 66 2/3%
or less of the aggregate principal amount of all DMA Eligible
Securities is tendered and validly accepted by Argentina, or

o 0.05% for every U.S.$1 principal amount (or the equivalent in
another currency based on exchange rates in effect on December 31,
2003) of DMA Eligible Securities tendered by or on behalf of such
retail beneficial owner and accepted pursuant to the Offer, if greater
than 66 2/3% of the aggregate principal amount of all DMA Eligible
Securities is tendered and validly accepted by Argentina.

Based on the exchange rates in effect on December 31, 2003, the amounts
in U.S. dollars to be paid are as follows:

Principal Amount If participation If participation
Tendered and Accepted <662/3% >662/3%
Per 100 U.S. dollars 0.03000 0.05000
Per 100 euro 0.03776 0.06293
Per 100 pounds sterling 0.05358 0.08930
Per 100 Swiss francs 0.02417 0.04029
Per 10,000 yen 0.02793 0.04656
Per 100 pesos 0.01028 0.01714

The international joint dealer managers will pay the retail processing fee
as provided above only if they (i) have received payment in full of related
fees and expenses due from Argentina in connection with the Offer and
(i1) such fees and expenses are not subject to litigation in connection with
the Offer. Under no circumstances will Argentina be liable for payment
of the retail processing fee.

The retail processing fee will only be paid to each retail processing dealer
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who is properly designated as a “retail processing dealer” by registering
as such with the information agent and providing all necessary
information. In addition, the international joint dealer managers reserve
the right to request additional information from such a registrant in order
to validate any retail processing fee payment claims.

Only direct participants in the relevant clearing system will be eligible to
register as a retail processing dealer. If you are not a direct participant,
you must instruct the direct participant through which you tender your
Eligible Securities to register as a retail processing dealer on your behalf.

A “retail beneficial owner” of Eligible Securities is a beneficial owner of
Eligible Securities that tenders Eligible Securities with an aggregate
principal amount of U.S.$250,000, £140,000, ¥27,000,000, €200,000,
Sfr.310,000, Ps.730,000 or less, as the case may be.

Retail processing dealers who successfully process tenders from retail
beneficial owners of Argentine Eligible Securities will be eligible to
receive a fee payable by the Argentine joint dealer managers as described
in the offering materials being used to extend the Offer in Argentina.




Summary of Options for Eligible Securities
(Other than Par Brady Bonds and Discount Brady Bonds)

The following chart summarizes the possible New Securities you could receive in exchange for your
Eligible Securities (other than Par Brady Bonds and Discount Brady Bonds) pursuant to the Offer:

If your Eligible Security has: You may receive:

Currency Governing Law Currency Governing Law New Security Exchange Ratio*

U.S. Dollars New York Pars 1.000

English U.S. Dollars New York Discounts 0.337

Pars 2918

Discounts 0.983

Pesos Argentine Quasi-pars 2.040

U.S. Dollars Argentine Pars 1.000

U.S. Dollars Argentine Discounts 0.337

Pars 2918

Discounts 0.983

Pesos Argentine Quasi-pars 2.040

Euro (or any English Pars 1.000

predecessor currency | German Euro English Discounts 0.337

to the Euro) Italian Pars 3.672

Spanish Discounts 1.238

New York Pesos Argentine Quasi-pars 2.567

Pounds Sterling English Pars 1.419

Euro English Discounts 0.478

Pars 5.211

Discounts 1.756

Pesos Argentine Quasi-pars 3.642

Swiss Francs Swiss Pars 0.640

Euro English Discounts 0.216

Pars 2.351

Discounts 0.792

Pesos Argentine Quasi-pars 1.643

Yen English Pars 0.740

Euro English Discounts 0.249

Pars 2.717

Discounts 0.916

Pesos Argentine Quasi-pars 1.899

Yen** Japanese Pars 2.717

Discounts 0.916

Pesos Argentine Quasi-pars 1.899

Pesos Argentine Pars 1.000

English Discounts 0.337

New York Pesos Argentine Quasi-pars 0.699

*  Calculated using exchange rates at December 31, 2003. In the case of yen-denominated Eligible Securities, the
exchange ratio is applied per ¥100.

** While holders of yen-denominated Eligible Securities governed by Japanese law will not be able to receive yen-
denominated securities governed by Japanese law pursuant to the Offer, they will be able to do so pursuant to
the offer in Japan, if conducted by Argentina. Argentina, however, will only launch an offer in Japan after
having received all necessary regulatory approvals from Japanese authorities. (See "Global Offering—Offer in
Japan").




Common Terms of The New Securities

The following terms will apply to all New Securities:

Issuer.............cccooo

Securities Offered ...........................

Listing .......ccoooiviiiiiee,

Claim to Full Principal...................

Redemption ............ccceevvvenneennnnnn,

Rights Upon Future Offers ............

The Republic of Argentina

Pars due December 31, 2038:

— U.S. dollar-denominated Pars (governed by New York law),
— U.S. dollar-denominated Pars (governed by Argentine law),
—  Euro-denominated Pars (governed by English law), and

—  Peso-denominated Pars (governed by Argentine law).

Discounts due December 31, 2033:

— U.S. dollar-denominated Discounts (governed by New York law),
— U.S. dollar-denominated Discounts (governed by Argentine law),
—  Euro-denominated Discounts (governed by English law), and

—  Peso-denominated Discounts (governed by Argentine law).

Quasi-pars due December 31, 2045, denominated in pesos (governed by
Argentine law).

GDP-linked Securities expiring no later than December 15, 2035, initially
attached to each series of Pars, Discounts and Quasi-pars. Each GDP-
linked Security will be denominated in the same currency, and governed
by the same law, as the Pars, Discounts or Quasi-pars to which such
GDP-linked Security is initially attached.

The terms of the New Securities are described in greater detail under
“Description of the New Securities” in this prospectus supplement.

Application has been made to list each series of Pars, Discounts and
GDP-linked Securities on the Luxembourg Stock Exchange, and

application will be made to list each series of New Securities on the
Buenos Aires Stock Exchange and on Mercado Abierto Electronico.

Argentina intends to make an application to list each series of euro-
denominated and U.S. dollar-denominated Pars, Discounts and
GDP-linked Securities on a regulated market organized and managed by
Borsa Italiana S.p.A., provided all requirements for such listing are met;
however, we can offer no assurance that such application, if made, will
be approved before the Settlement Date or at all.

The Pars, Discounts and Quasi-pars will represent a claim to their full
principal at maturity (plus accrued and unpaid interest) or upon earlier
acceleration in accordance with the terms thereof. There are no principal
payments in respect of the GDP-linked Securities.

The New Securities will not be redeemable before maturity (although
they may amortize or expire early as described below) and will not be
entitled to the benefit of any sinking fund.

Under the terms of the Pars, Discounts and Quasi-pars, if following the
expiration of the Offer until December 31, 2014, Argentina voluntarily
makes an offer to purchase or exchange or solicits consents to amend any
Eligible Securities not tendered or accepted pursuant to the Offer,
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Repurchase of New

Securities and Other Debt
Obligations with Excess

Payment Capacity.............ccccoe......

Repurchase of New Securities

with Excess GDP

Argentina has agreed that it will take all steps necessary so that each
holder of Pars, Discounts or Quasi-pars will have the right, for a period of
at least 30 calendar days following the announcement of such offer, to
exchange any of such holder’s Pars, Discounts or Quasi-pars for the
consideration in cash or in kind received in connection with such
purchase or exchange offer or securities having terms substantially the
same as those resulting from such amendment process, in each case in
accordance with the terms and conditions of such purchases, exchange
offer or amendment process. The right of tendering holders to participate
in any such transaction is subject to certain conditions described under
“Description of the New Securities — Rights Upon Future Offers”
below.

Under the terms of the New Securities, Argentina undertakes to apply the
annual excess payment capacity (as defined below) for any given
calendar year through 2009 towards the repurchase of any outstanding
New Securities or other outstanding debt obligations (excluding Eligible
Securities not tendered or accepted pursuant to the Offer, or any
subsequent offer, nor resulting from Eligible Securities amended
subsequent to the settlement of the Offer). Any such repurchased New
Securities or other debt obligations will be cancelled.

“Annual excess payment capacity” is the difference between annual
payment capacity (see table on page S-68) and the cash amounts of
principal and interest that Argentina is required to pay in respect of any
outstanding Pars, Discounts and Quasi-pars, whether issued pursuant to
the Offer or otherwise, in any given calendar year. “Annual payment
capacity” is Argentina’s payment obligations under the Pars, Discounts
and Quasi-pars if it were to achieve 100% holder participation in the
Offer and were to issue, in U.S. dollars, (i) the maximum aggregate
principal amount of Pars and Quasi-pars permissible under the terms set
forth in this prospectus supplement and (ii) Discounts to the extent
demand for Pars and Quasi-pars exceeded these limits. See “Description
of New Securities—Repurchase of New Securities and Other Debt
Obligations with Excess Payment Capacity” for further details.

Argentina will determine within its sole discretion which New Securities
or other eligible debt obligations to repurchase. These repurchases will be
conducted, at Argentina’s sole discretion, through a bidding process in
which holders of New Securities or other eligible debt obligations are
invited to present competing offers for the sale of their New Securities or
other eligible debt obligations, in the secondary market or otherwise. No
holder of New Securities will be entitled to demand that Argentina so
repurchase or offer to repurchase such holder’s New Securities.
Argentina will announce any such repurchases to be conducted through a
bidding process by publishing prior notice in various newspapers as
described under “Description of the New Securities—Notices.”

Under the terms of the New Securities, in respect of any reference year
from 2005 through 2010, Argentina undertakes to apply towards the
repurchase of any outstanding New Securities, 5% of the Excess GDP for
the relevant reference year. All New Securities so repurchased will be
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cancelled. Such repurchases would take place during the calendar year
following the calculation date (as defined below) for the relevant
reference year.

Argentina will determine within its sole discretion which New Securities
to repurchase. These repurchases will be conducted, at Argentina’s sole
discretion, through a bidding process in which holders of New Securities
are invited to present competing offers for the sale of their New
Securities, in the secondary market or otherwise. No holder of New
Securities will be entitled to demand that Argentina so repurchase or
offer to repurchase such holder’s New Securities. Argentina will
announce any such repurchases to be conducted through a bidding
process by publishing prior notice in various newspapers as described
under “Description of the New Securities—Notices.”

Denomination.............ccccoceevvennnn, The New Securities will be issued in denominations of one unit of the
currency in which they are denominated and integral multiples thereof.

Form and Settlement ...................... Argentina will issue each of the New Securities in the form of one or
more fully registered global securities, which will clear and settle as
follows:

o U.S dollar-denominated New Securities (excluding U.S. dollar-
denominated New Securities governed by Argentine law). Will be
registered in the name of a nominee of DTC and deposited with a
custodian for DTC. You may hold a beneficial interest directly if
you have an account with DTC or indirectly through a financial
institution that has an account with DTC. Each of Euroclear and
Clearstream, Luxembourg participate in DTC through their New
York depositaries, which act as links between the clearing systems.
Caja de Valores has an account with DTC.

e Euro-denominated New Securities. Will be registered in the name of
a nominee of a common depositary for Clearstream, Luxembourg
and Euroclear and deposited with that common depositary. You may
hold a beneficial interest directly if you have an account with
Clearstream, Luxembourg or Euroclear or indirectly through a
financial institution that has an account with either of these clearing
systems. Caja de Valores has an account with each of these clearing
systems.

e Peso-denominated New Securities (including Quasi-pars) and U.S.
dollar-denominated New Securities governed by Argentine law. Will
be deposited with and registered in the name of CRYL. You may
hold a beneficial interest directly through an account with CRYL or
indirectly through any institution that has an account with CRYL.
Caja de Valores has an account with CRYL. Each of Euroclear and
Clearstream, Luxembourg has an account with an Argentine
depositary, which acts as a link with Caja de Valores.

Taxation...........ccoocoevvevieieeieeenn, For a discussion of the Argentine, Luxembourg and United States tax
consequences associated with the New Securities, see “Taxation.”
Tendering holders should consult their own tax advisors in determining
the Argentine, Luxembourg, United States federal, state, local and any
other tax consequences to them of ownership and disposition of the New
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Securities.
The following terms will apply only to New Securities governed by New York law or English law:

Additional Amounts ...................... Argentina will make payments of principal and interest in respect of the
New Securities without withholding or deduction for or on account of
any present or future Argentine taxes, duties, assessments or
governmental charges of whatever nature except as set forth in
“Description of Securities—Additional Amounts” in the accompanying
prospectus.

Further Issues .............ccccceeeveennen, Argentina may, from time to time without the consent of holders of the
New Securities governed by New York law or English law, create and
issue additional debt securities ranking pari passu with the New
Securities and having the same terms and conditions as any series of the
New Securities, or the same terms and conditions except for the amount
of the first payment of interest on such additional debt securities.
Argentina may also consolidate the additional debt securities to form a
single series with any outstanding series of New Securities.

Any such additional debt securities, however, may not have, for purposes
of U.S. federal income taxation, a greater amount of original issue
discount than the relevant series of New Securities have as of the date of
the issuance of such additional debt securities.

Seniority.........cccovveiieiiieieeeen, New Securities governed by New York law or English law will be direct,
unconditional, unsecured and unsubordinated obligations of Argentina,
and will rank pari passu and without preference among themselves and at
least equally with all of Argentina’s other present and future unsecured
and unsubordinated External Indebtedness (as defined in the
accompanying prospectus under “Description of the Securities—Negative
Pledge”).

The following terms will apply only to New Securities governed by Argentine law:

Inflation Adjustment...................... The outstanding principal amount of all Pars, Discounts and Quasi-pars
denominated in pesos will be adjusted for inflation based on the
Coeficiente de Estabilizacion de Referencia, or “CER,” a unit of account
whose value in pesos is indexed to consumer price inflation in Argentina,
as measured by changes in the consumer price index, or “CPL.” The CER
is published by the Central Bank on a monthly basis. The amount of
principal amortizations on any Pars, Discount or Quasi-pars will be
adjusted over time to reflect the CER-adjusted principal amount of these
securities. Likewise, the amount of interest that accrues on these
securities will be determined on the CER-adjusted principal amount.

The CER-adjusted principal amount of any peso-denominated Pars,
Discount or Quasi-pars will be determined by the Office of National
Public Credit of the Ministry of Economy and Production of Argentina
prior to the date on which any principal and/or interest payments on such
securities is due (in the case of interest, whether payable in cash or
capitalized). The Office of National Public Credit will determine this
CER-adjusted principal amount by multiplying (x) the original principal
amount of the peso-denominated Pars, Discounts or Quasi-pars as of
December 31, 2003, by (y) a fraction, the numerator of which is equal to
the CER corresponding to the 10-day period immediately preceding the
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Further Issues ......

Absence of Certain Covenants
under New Securities governed

by Argentine Law

relevant payment date, and the denominator of which is the CER
corresponding to the 10-day period immediately preceding December 31,
2003. Argentina will announce any such adjustments to the outstanding
principal amount of any peso-denominated Pars, Discounts or Quasi-pars
at least annually by publishing notices in relevant newspapers, as
necessary, as described under “Description of the New Securities—
Notices.”

New Securities governed by Argentine law (including all Quasi-pars) do
not contain provisions restricting Argentina’s ability to create and issue
additional debt securities ranking pari passu with the New Securities or
having the same terms and conditions as any series of the New Securities.

New Securities governed by Argentine law, including all Quasi-pars, will
be issued under an Argentine government decree that will not contain
certain covenants granted to holders of New Securities governed by New
York law or English law. Argentina will have no obligation with respect
to New Securities governed by Argentine law (including any Quasi-pars)
to pay additional amounts for any withholding of Argentine taxes, duties
or assessments on payments of principal or interest on such New
Securities. Nor will New Securities governed by Argentine law include
certain of the covenants set forth in the accompanying prospectus, such as
negative pledge or events of default.
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Securities Offered ...........................

Maximum Principal Amount.........

Principal Payments.........................

The Pars
Pars due December 31, 2038.

The maximum aggregate principal amount of Pars that Argentina may
issue pursuant to the Offer is:

e U.S.$10.0 billion or the equivalent in other currencies, if the
aggregate Eligible Amount of Eligible Securities tendered and
accepted pursuant to the Offer and, if concurrent with the Offer, the
offer in Japan, is less than or equal to 70% (U.S.$57.3 billion
equivalent) of the aggregate Eligible Amount of all outstanding
Eligible Securities, or

e U.S.$15.0 billion or the equivalent in other currencies, if the
aggregate Eligible Amount of Eligible Securities tendered and
accepted pursuant to the Offer and, if concurrent with the Offer, the
offer in Japan, is greater than 70% (U.S.$57.3 billion equivalent) of
the aggregate Eligible Amount of all outstanding Eligible Securities.

For purposes of determining these amounts, Pars issued in currencies
other than U.S. dollars will be converted into U.S. dollars based on
exchange rates in effect on December 31, 2003.

Argentina will pay principal in twenty equal payments, except that in the
case of peso-denominated Pars, payment amounts will be adjusted for
inflation based on CER. Argentina will pay the first nineteen
installments on March 31 and September 30 of each year, commencing
on September 30, 2029, and will pay the last installment on

December 31, 2038. Annex B to this prospectus supplement contains a
schedule for principal payments on U.S. dollar-denominated Pars.

Interest.........cccooeviiiiiiiiiiice The Pars will bear interest, computed on the basis of a 360-day year of
twelve 30-day months, accruing as follows:
Currency
From and including To but excluding U.S. dollars Euro Pesos
December 31, 2003 March 31, 2009 1.33% 1.20% 0.63%
March 31, 2009 March 31, 2019 2.50% 2.26% 1.18%
March 31,2019 March 31, 2029 3.75% 3.38% 1.77%
March 31, 2029 December 31, 2038 5.25% 4.74% 2.48%

Interest payment dates for Pars are March 31 and September 30 of each
year, and December 31, 2038. Interest accrued on Pars from and
including December 31, 2003, to but excluding March 31, 2005, will be
paid in cash on the Settlement Date. The payment on the first interest
payment date following the Settlement Date will consist of interest
accrued from and including March 31, 2005, to but excluding such
payment date.
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Securities Offered ..

Maximum Principa

Principal Payments

Interest....................

1 Amount.........

The Discounts
Discounts due December 31, 2033.

There is no limit on the allocation of Discounts within the Offer.

Argentina will pay principal in twenty equal semi-annual payments on
June 30 and December 31 of each year, commencing on June 30, 2024,
except that in the case of peso-denominated Discounts, payment amounts
will be adjusted for inflation based on CER. The twenty equal semi-annual
payments will include the capitalized amounts accrued prior to the first
amortization date. Annex B to this prospectus supplement contains a
schedule for principal payments on U.S. dollar-denominated Discounts.

The Discounts will bear interest, computed on the basis of a 360-day year of
twelve 30-day months, accruing from and including December 31, 2003, to
but excluding December 31, 2033, at a rate per annum as follows:

Currency Denomination Annual Interest Rate
U.S. dollars......coeeeeieienenenenceeeceeeeee 8.28%
BUTO .o, 7.82%
PeSOS.c.iiiiec e 5.83%

Part of the interest accrued prior to December 31, 2013, will be paid in cash
and part will be capitalized. This means that on the relevant payment date
the portion of interest that is capitalized is not paid in cash but is instead
added to the amount of principal of your Discounts, and future calculations
of interest are based on this adjusted principal amount. Cash payments will
be made in the currency in which your Discounts are denominated. The
table below sets forth the annual rates of interest on the Discounts, broken
down to reflect the portion that will be paid in cash and the portion that will
be capitalized:

Currency
U.S. dollars Euro Pesos
From and including To but excluding. Cash Capitalized Cash Capitalized Cash Capitalized
December 31, 2003 December 31, 2008 3.97% 431% 3.75% 4.07% 2.79% 3.04%
December 31, 2008 December 31, 2013 5.77% 2.51% 5.45% 2.37% 4.06% 1.77%
December 31, 2013 December 31, 2033 8.28% 0.00% 7.82% 0.00% 5.83% 0.00%

Interest payment dates for Discounts are June 30 and December 31 of each
year. For Discounts, the portion of interest that would have been payable in
cash on June 30, 2004, and December 31, 2004, will be paid in cash on the
Settlement Date. The portion of interest that would have been capitalized on
June 30, 2004, and December 31, 2004, will be capitalized as of such dates.
The principal amount of Discounts you receive upon settlement of the Offer
will include the original principal amount to which you are entitled p/us such
capitalized interest. Interest that is payable in cash and interest to be
capitalized on the first interest payment date following the Settlement Date,
will consist of interest accrued from and including December 31, 2004, to
but excluding such payment date.
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Securities Offered

Maximum Principal Amount

Transfer Restrictions

Principal Payments

Governing Law

The Quasi-pars
Quasi-pars due December 31, 2045.

The maximum original aggregate principal amount of Quasi-pars that
Argentina may issue pursuant to the Offer is Ps.24.3 billion.

Quasi-pars will be denominated in pesos.

The Quasi-pars will not be transferable for one year after the Settlement
Date.

Argentina will pay principal in twenty equal semi-annual payments on
June 30 and December 31 of each year, commencing on June 30, 2036;
payment amounts will be adjusted for inflation based on CER.

The Quasi-pars will bear interest, computed on the basis of a 360-day
year of twelve 30-day months, accruing from and including
December 31, 2003, to but excluding December 31, 2045, at a rate per
annum equal to 3.31%.

Interest accrued on or before December 31, 2013, will be capitalized.
After December 31, 2013, Argentina will make interest payments in cash.
Accordingly, you will not receive cash payments on your Quasi-pars until
June 30, 2014, but instead, the amount of principal of your Quasi-pars
will be increased, on the relevant interest payment dates, by the amount
of interest accrued during the immediately preceding interest period.
Cash payments will be made in pesos.

Interest payment dates for Quasi-pars are June 30 and December 31 of
each year. Interest accrued on Quasi-pars that would have been
capitalized on June 30, 2004, and December 31, 2004, will be capitalized
as of such dates. The principal amount of Quasi-pars you receive upon
settlement of the Offer will include the original principal amount to
which you are entitled plus such capitalized interest. Interest to be
capitalized on the first interest payment date following the Settlement
Date will consist of interest accrued from and including December 31,
2004, to but excluding such payment date.

The Quasi-pars will be governed by Argentine law.
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Securities Offered .............................

Notional Amount...............................

Payments ...,

Payment Currency............cccceeneennee.

Calculation Date ..................cccune.

Payment Date................cocceeviennnn.

Reference Year...........ccocuvvvveeninnnnn.

The GDP-linked Securities
GDP-linked Securities that expire no later than December 15, 2035.

Each GDP-linked Security will be originally issued as a single unit with the
underlying Par, Discount or Quasi-par. During the period of 180 days
following the first day of the Settlement Date, each GDP-linked Security will
remain attached to and trade as a single unit with the underlying Par,
Discount or Quasi-par. Upon expiration of this 180-day period, the GDP-
linked Securities and the underlying Pars, Discounts or Quasi-pars will
automatically detach and will no longer constitute a single unit. Thereafter,
the GDP-linked Securities will trade independently from the underlying Pars,
Discounts or Quasi-pars.

Each GDP-linked Security will have a notional amount equal to the
corresponding Eligible Amount of Eligible Securities tendered and accepted.
If the Eligible Securities tendered and accepted are not in the same currency
as the GPD-linked Securities you are entitled to receive, the corresponding
notional amount of the GDP-linked Securities will be determined using
exchange rates in effect on December 31, 2003.

There are no principal payments in respect of the GDP-linked Securities.
Holders will not receive any payments during the life or upon the expiration
of their GDP-linked Securities other than as described below.

Any payments on the GDP-linked Securities are contingent upon the
performance of Argentina’s GDP (as described below) and subject to the
conditions described below. Payments made on the GDP-linked Securities
will be based on the notional amount of GDP-linked Securities.

The payment currency of the GDP-linked Securities will be the currency of
the New Security to which the GDP-linked Securities are initially attached,
which may be U.S. dollars, euro or pesos.

The calculation date for the GDP-linked Securities will be on November 1 of
each year following the relevant reference year (as defined below),
commencing on November 1, 2006.

Subject to the conditions specified below, Argentina will make payments on
the GDP-linked Securities on December 15 of each year following the
relevant reference year. The first payment, if any, will occur on

December 15, 2006.

The reference year for the GDP-linked Securities will be a calendar year,
commencing in 2005 and ending in 2034.
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Base Case GDP ..............cccoevvennnen. The base case gross domestic product (“Base Case GDP”) for each reference
year is set forth in the following chart:

Base Case GDP Base Case GDP
(1993 pesos in (1993 pesos in
Reference Year millions) Reference Year millions)
2005 287,012.52 2020 458,555.87
2006 297,211.54 2021 472,312.54
2007 307,369.47 2022 486,481.92
2008 317,520.47 2023 501,076.38
2009 327,968.83 2024 516,108.67
2010 338,675.94 2025 531,591.93
2011 349,720.39 2026 547,539.69
2012 361,124.97 2027 563,965.88
2013 372,753.73 2028 580,884.85
2014 384,033.32 2029 598,311.40
2015 395,554.32 2030 616,260.74
2016 407,420.95 2031 634,748.56
2017 419,643.58 2032 653,791.02
2018 432,232.88 2033 673,404.75
2019 445,199.87 2034 693,606.89

The Base Case GDP will be adjusted in accordance with any changes to the
year of base prices (currently 1993).

Actual Real GDP............................... The actual real gross domestic product (“Actual Real GDP”) is the gross
domestic product of Argentina in constant pesos for each calendar year as
published by the Instituto Nacional de Estadistica y Censos (“INDEC”).

Actual Real GDP is currently calculated by INDEC using the year 1993 as
the year of base prices. If in any year, the year of base prices for calculating
Actual Real GDP is changed by INDEC, the Base Case GDP will be
adjusted accordingly. For example, if Actual Real GDP for 2006 with 1993
prices is X, and with 2000 prices is Y, then the Base Case GDP = Base Case
GDP as per chart above multiplied by a fraction, the numerator of which is
Y and the denominator of which is X.

Actual Nominal GDP........................ The actual nominal gross domestic product (“Actual Nominal GDP”) is the
gross domestic product of Argentina in current pesos for each calendar year
as published by the Instituto Nacional de Estadistica y Censos (“INDEC”).

Payment Conditions ....................... Argentina will make a payment on GDP-linked Securities in respect of any
given reference year only if the following three conditions are met:

o for the reference year, Actual Real GDP exceeds Base Case GDP;

e for the reference year, annual growth in Actual Real GDP exceeds the
growth rate in Base Case GDP for such year (for your reference, the
Base Case GDP for 2004 is Ps.275,276.01 million, measured in 1993
pesos); and

e total payments made on a GDP-linked Security do not exceed the
payment cap for that GDP-linked Security.

Annual growth of “Actual Real GDP” for any reference year will be
calculated by dividing Actual Real GDP for that reference year by the
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Excess GDP .........

GDP Deflator ......

Payment Amount

Actual Real GDP for the year preceding that reference year, minus one. For
purposes of this calculation, the Actual Real GDP for the relevant reference
year and the preceding year will each be measured using the same year of
base prices, with Actual Real GDP for the year preceding the reference year
adjusted, if necessary, to reflect any changes in the year of base prices
implemented during such reference year (for an example of how this
adjustment is effected see “—Actual Real GDP” above).

The excess gross domestic product for any reference year (“Excess GDP”) is
the amount, if any, by which Actual Real GDP (converted to nominal pesos,
as described below) exceeds the Base Case GDP (converted to nominal
pesos, as described below). Excess GDP will be expressed in billions.

For purposes of determining Excess GDP for any reference year, each of the
Actual Real GDP and Base Case GDP for that reference year will be
converted into nominal pesos by multiplying it by a fraction, the numerator
of which is the GDP Deflator (as defined below) for that reference year and
the denominator of which is the GDP Deflator for the year of base prices
used to calculate Actual Real GDP and Base Case GDP for that reference
year. As noted above, 1993 is currently the year of base prices, and the GDP
Deflator for that year is one.

The GDP deflator for any given year (“GDP Deflator”) is the quotient that
results from dividing the Actual Nominal GDP for such year, by the Actual
Real GDP for the same year, in each case as published by INDEC.

On each payment date, holders of GDP-linked Securities will be entitled to
receive payments in an amount equal to the Available Excess GDP (as
defined below) for the corresponding reference year, multiplied by the
aggregate notional amount of GDP-linked securities they hold. “Available
Excess GDP” is an amount per unit of currency of notional amount of GDP-
linked Securities, determined in accordance with the following formula:
Available Excess GDP = (0.05 x Excess GDP) X unit of currency coefficient
where:

e  “Excess GDP” is expressed in billions of nominal pesos, and

e the “unit of currency coefficient” is as set forth in the following

table:
Unit of
Currency Currency Coefficient
U.S. dollars................ 1/81.8 = 0.012225
EUro.....cccocevvevcnennencnn. 1/81.8 x (1/.7945) = 0.015387
PesoS....cccviieiniinnn 1/81.8x (1/2.91750) = 0.004190

The unit of currency coefficient represents the proportion that one
GDP-linked security with a notional amount of one unit of currency
bears to the aggregate Eligible Amount of all Eligible Securities
outstanding as of the date of this prospectus supplement
(approximately U.S.$81.8 billion), calculated using exchange rates
in effect on December 31, 2003.
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Payment Cap....

Governing Law

For purposes of effecting payments on GDP-linked Securities, Available
Excess GDP will be converted to the relevant payment currency using the
average free market exchange rate of pesos to the applicable payment
currency during the 15 calendar days preceding December 31 of the relevant
reference year.

All calculations for payments on the GDP-linked Securities will be
performed by the Ministry of Economy and Production of Argentina.

Annex F to this prospectus supplement contains sample calculations related
to payments on GDP-linked Securities.

The total amount to be paid during the life of the GDP-linked Securities, per
unit of GDP-linked Security, will not exceed 0.48, measured per unit of
currency. We refer to this amount as the “payment cap for GDP-linked
Securities.” For example, if you receive GDP-linked Securities in a notional
amount equal to U.S.$1 million, the payment cap for your GDP-linked
Securities would equal U.S.$480,000.

If the payment cap for a GDP-linked Security is reached in a payment year
prior to the scheduled expiration of the GDP-linked Securities, the GDP-
linked Securities will be deemed to have expired in such year.

If, for any given year the aggregate payment due under a GDP-linked
Security is greater than the amount remaining under the payment cap for that
Security, then the remaining amount available under the payment cap for that
GDP-linked Security will be distributed to the holder of that security.

The governing law of each GDP-linked Security will be the same as the
governing law of the New Security to which the GDP-linked Security is
initially attached.
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RISK FACTORS

Your decision to tender Eligible Securities in exchange for New Securities involves a significant degree of
risk. We urge you to read carefully this prospectus supplement and the accompanying prospectus in their entirety
and to note, in particular, the following risk factors, as well as those risk factors set forth in the accompanying
prospectus beginning on page 17.

Risk Factors Relating to the Offer
Risks of Not Participating in the Offer
Eligible Securities that are not tendered may remain in default indefinitely.

Eligible Securities not exchanged pursuant to the Offer will remain outstanding. Argentina has announced
that it has no intention of resuming payments on any Eligible Securities that remain outstanding following the
expiration of the Offer. Consequently, if you elect not to tender your Eligible Securities pursuant to the Offer there
can be no assurance that you will receive any future payments in respect of your Eligible Securities.

If the Offer is completed, the trading market for any series of Eligible Securities not exchanged may
become illiquid, which may adversely affect the market value of any Eligible Securities of such series.

Argentina intends to cancel all Eligible Securities it acquires pursuant to the Offer. Eligible Securities not
exchanged pursuant to the Offer will remain outstanding, although Argentina may discontinue the listing of any
series of Eligible Securities in the various stock exchanges in which such series are currently listed to the extent
permissible in accordance with the rules of the relevant stock exchanges, including (but not limited to) the
Luxembourg Stock Exchange, the Buenos Aires Stock Exchange and the Mercado Abierto Electronico. The
exchange of Eligible Securities of any series pursuant to the Offer and the cancellation of such Eligible Securities
will reduce the aggregate principal amount of Eligible Securities of the applicable series that otherwise might trade
in the market. This could adversely affect the liquidity and market value of any Eligible Securities of that series not
exchanged pursuant to the Offer. The potential delisting of any series of Eligible Securities may exacerbate the
adverse effect of the reduction in outstanding Eligible Securities, since Eligible Securities of that series would lack
an active trading market or published secondary market price quotations. As a result, if you elect not to participate
in the Offer, it may become more difficult for you to trade your Eligible Securities.

Risks of Participating in the Offer

Holders should understand the schedule and terms of the Offer before tendering any Eligible Securities. In
particular, holders should be aware that the terms of the Offer allow Argentina to terminate or extend the Offer, to
withdraw or amend the Offer in one or more jurisdictions, and to reject valid tenders of Eligible Securities, in each
case at Argentina’s sole discretion. Holders should also be aware that once they tender Eligible Securities pursuant
to the Offer, they will not be able to withdraw such tenders except under certain limited circumstances.

The terms of the Offer allow Argentina, in its sole discretion and to the extent permitted by applicable laws,
to extend or terminate the Offer, to withdraw or amend the Offer in one or more jurisdictions, and to reject valid
tenders of Eligible Securities. Accordingly, there can be no assurance that the exchange of Eligible Securities for
New Securities pursuant to the Offer will be completed (in any particular jurisdiction or at all). Even if such
exchange is consummated, there can be no assurance that it will be completed in accordance with the schedule and
terms set forth in this prospectus supplement.

Once Eligible Securities have been tendered pursuant to the Offer, tendering holders may not withdraw
their tenders except under certain limited circumstances as described under “Terms of the Offer—Irrevocability;
Limited Withdrawal Rights.” Holders should be aware that Argentina expects the Offer to be open for 43 calendar
days and the amount and type of New Securities tendering holders will receive in exchange for Eligible Securities
they tender will not be announced until after the Expiration Date. Tendering holders should also be aware that the
time between the Expiration Date of the Offer and the Settlement Date will be at least 35 calendar days. The market
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price of the Eligible Securities may fluctuate after tendering holders tender Eligible Securities pursuant to the Offer.
Tendering holders, however, will not be able to effect transfers of any tendered Eligible Securities (except in limited
circumstances when tenders may be withdrawn and are actually withdrawn), and thus will not be able to benefit
from favorable fluctuations in the market price of such securities. Moreover, tendering holders will not receive any
New Securities in exchange for Eligible Securities they tender until the Settlement Date. If completion of the Offer
is delayed, tendering holders may have to wait longer than expected to receive any New Securities, during which
time they will not be able to effect transfers of any tendered Eligible Securities (except in limited circumstances
when tenders may be withdrawn and are actually withdrawn). Eligible Securities tendered in the Offer will be
“blocked” for transfers to third parties pending completion of the Offer.

There is no established trading market for the New Securities, and the price at which the New Securities
will trade in the secondary market is uncertain.

Each series of New Securities is a new issue of securities with no established trading market. Although
Argentina has been advised by the international joint dealer managers that they intend to make a market in the New
Securities, they are under no obligation to do so and may discontinue market-making at any time without notice.
Consequently, we cannot ensure that a market for any series of the New Securities will develop, or if one does
develop, that it will continue for any period of time. If an active market for any series of the New Securities fails to
develop or continue, this failure could harm the trading price of the New Securities. Argentina has submitted an
application to list each series of Pars, Discounts and GDP-linked Securities on the Luxembourg Stock Exchange and
will apply to list each series of the New Securities on the Buenos Aires Stock Exchange and on the Mercado Abierto
Electronico. Argentina intends to make an application to list each series of Pars, Discounts and GDP-linked
Securities on a regulated market organized and managed by Borsa Italiana S.p.A. However, we can offer no
assurance as to the liquidity of the trading market for your New Securities or as to the price at which your New
Securities will trade in the secondary market.

Holders of Eligible Securities who do not participate in the Offer may attempt to challenge the progress or
consummation the Offer by seeking an injunction or pursuing other legal remedies.

Argentina may be subject to efforts by hold-out creditors to enjoin or otherwise prevent the consummation
of the Offer. Recently, hold-out creditors undertook two separate actions to enjoin an exchange offer by the Province
of Mendoza. In one of these cases, the exchange agent, trustee and other parties were named as defendants.
Although to date the courts have vacated previously entered restraining orders, these actions did succeed in
temporarily impeding the consummation of that exchange offer. We cannot assure you that a court would not take
actions that may enjoin, impede or delay the Offer.

In recent weeks, creditors of Argentina have made two litigation attempts to challenge the Offer:

e  On October 28, 2004, the plaintiff and class representative in the class action, Urban v. The Republic
of Argentina, 02 Civ. 5899 (TPG), filed a motion for a preliminary injunction before the federal district
court for the Southern District of New York (Griesa, J.) (the “District Court”). The District Court had
previously, on December 30, 2003, certified the Urban class to include holders of Argentina’s 1134%
bonds due January 30, 2017, and 1134% bonds due April 7, 2009, including, per the District Court’s
ruling on November 23, 2004, holders in Argentina. The motion sought to enjoin the Offer and
otherwise prevent it from being communicated to purported members of the class on the basis that any
offer would constitute an offer to “the class” to compromise or settle class claims directly rather than
properly communicating through class counsel. On November 16, 2004, the District Court granted in
part and denied in part the motion, stating that Argentina is entitled to launch the Offer, but
recognizing that potential members of the class should be notified concerning the class action,
including the existence of the class action, the definition of the class and that by accepting the Offer a
potential class member would forego any right to join the class action. The Court has ruled that class
counsel is to provide to potential class members notification of the class action.

e  On November 5, 2004, plaintiffs in the purported class action, Seijas v. The Republic of Argentina, 04
Civ. 0400 (TPG), filed in the District Court an ex parte motion seeking to enjoin the Offer. On
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November 16, 2004, the District Court denied the request to enjoin Argentina from engaging in an
exchange offer, and reserved any further decision on the issue pending resolution of the motion for
class certification in that matter.

While Argentina intends to oppose vigorously these and any other efforts to challenge the Offer, we can
offer no assurances of success.

Argentina’s payments in connection with the Offer (including any payments due from Argentina upon
settlement of the Offer) or to holders of New Securities may be attached, enjoined or otherwise challenged by
holders that declined to participate in the Offer or by other creditors of Argentina.

In recent years, hold-out creditors have used litigation against sovereign debtors—most prominently Peru
and Nicaragua—to attach or interrupt payments made by these sovereign debtors to, among others, bondholders who
have agreed to a debt restructuring and accepted new securities in an exchange offer. Argentina has been subjected
to suits to collect on amounts due on defaulted bonds, including actions in the United States, Italy and Germany.
Some of these actions have resulted in judgments against Argentina. There can be no assurance that a creditor will
not be able to interfere, through an attachment of assets, injunction, temporary restraining order or otherwise, with
payments made in connection with the Offer (including any payments due from Argentina upon settlement of the
Offer) or subsequently under any New Securities.

By tendering Eligible Securities pursuant to the Olffer, holders will renounce and waive significant rights
and interests, including the right to bring claims in litigation.

Holders tendering any Eligible Securities pursuant to the Offer will renounce and waive significant rights
and interests, including the right to bring claims (as members of a class action or individually) in connection with
the Offer and their tendered Eligible Securities. See “Public Sector Debt—Legal Proceedings” in the accompanying
prospectus for more detailed information concerning certified and purported class actions currently pending before
the District Court. Additionally, any holder who tenders Argentina’s 113%% bonds due January 30, 2017, or 11%%
bonds due April 7, 2009, will forego any right to participate as a plaintiff class member in the certified class action
discussed above, Urban v. The Republic of Argentina, 02 Civ. 5899 (TPG). Holders will also agree to abandon any
proceedings against Argentina relating to their tendered Eligible Securities, waive their right to enforce any
judgment against Argentina obtained in any such proceedings, and waive all rights awarded and any assets attached
for their benefit through any prejudgment attachment ordered by any court in connection with their tendered Eligible
Securities. See “Tender Procedures—Representations, Warranties and Undertakings relating to Tenders of Eligible
Securities” below for the full acknowledgments, representations, warranties and undertakings that holders will be
deemed to make as a condition to their participation in the Offer.

Argentina is a foreign sovereign state and accordingly it may be difficult to obtain or enforce judgments
against it. Additionally, while Argentina has waived sovereign immunity in certain jurisdictions, this waiver is
subject to important exceptions.

Argentina is a foreign sovereign state. Consequently, while Argentina has irrevocably submitted to the
jurisdiction of U.S. state or federal court sitting in the Borough of Manhattan, the City of New York (with respect to
New Securities governed by New York law), the courts of England (with respect to New Securities issued under
English law), and the courts of Argentina (with respect to all New Securities), it may be difficult for you or the
trustee of the New Securities to obtain or enforce judgments of any such courts or elsewhere against Argentina.

Additionally, while Argentina has irrevocably waived to the fullest extent permitted by applicable law
(including the United States Foreign Sovereign Immunities Act of 1976, which we refer to as the “Immunities Act”),
any immunity from jurisdiction, attachment prior to judgment, execution of a judgment or any other legal process or
judicial remedy of any of the courts mentioned above, there are important exceptions to this waiver. Assets that
constitute freely available reserves pursuant to Argentine law and property of Argentina that provides an essential
public service are examples of these exceptions. In addition, Argentina may plead sovereign immunity under the
Immunities Act in actions brought against it under United States federal securities laws or any state securities laws,
and its submission to jurisdiction and appointment of Banco de la Nacion Argentina as its authorized agent for
service of process and waiver of immunity do not include these actions.
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Argentina has established certain procedures for tendering holders to effectuate and, if applicable,
withdraw their tenders. Any error committed in these procedures by a clearing system, a direct participant or a
custodian, or any systemic breakdown by any clearing system, may result in the failure of a holder to tender or
withdraw its Eligible Securities or a delay in a holder’s receipt of New Securities.

Any errors by the clearing systems, direct participants in the relevant clearing system and custodians may
prejudice a tendering holder’s ability to receive New Securities. If you hold your Eligible Securities in electronic or
book-entry form, your duly completed electronic acceptance notices must be received by a principal clearing system
no later than the Early-tender Deadline (to benefit from an early-tender allocation of Pars) or 4:15 P.M. (New York
City time) on the Expiration Date (in all other cases). To receive any Quasi-pars, your tender should be received by
a principal clearing system as soon after the Launch Date as possible, since Quasi-pars will be allocated on a daily
first-come, first-served basis. In addition, if you hold your Eligible Securities in electronic or book-entry form, for
your tender to be effective the exchange agent must receive your duly completed electronic acceptance notice from
the relevant clearing system within three days of the Expiration Date. Accordingly, after you contact and provide
information to your custodian or other securities intermediary, you will have to rely on this institution and on the
relevant direct participant and clearing system, to take the steps necessary for your electronic acceptance notice to be
submitted properly and by the applicable deadline. This process may include several intermediaries. It is possible
that any person or entity in this chain of tender may commit an error in submitting your tender. Moreover, there are
very large amounts of Eligible Securities outstanding and a very large number of holders of these Eligible Securities.
If a large proportion of the holders of Eligible Securities tender their Eligible Securities in the Offer, the clearing
systems may experience significant delays, and possibly systemic breakdowns, in the processing of tenders by, or
the delivery of New Securities to, holders who tender Eligible Securities. Any such error, delay in processing or
systemic breakdown could result in your notice being improperly submitted, arriving past the relevant deadline, or
not at all, or the delivery of your New Securities being significantly delayed.

In the event Argentina grants withdrawal rights (which it will only do in limited circumstances), and you
wish to exercise those rights, your duly completed withdrawal notice must be received by the exchange agent within
15 calendar days from the date Argentina first publicly announces the granting of withdrawal rights. If you hold
your Eligible Securities in electronic or book-entry form, the submission of a withdrawal notice must be effected
through the same securities intermediaries, direct participants and clearing systems through which your electronic
acceptance notice was delivered. It is possible that any person or entity in this chain may commit an error in
submitting your withdrawal notice, and thus prejudice your ability to withdraw your tender.

None of Argentina, any international joint dealer manager, the information agent, the exchange agent or the
Luxembourg exchange agent will be responsible for any such errors, or other failure by the clearing systems, direct
participants or custodians to comply with any of these tendering or withdrawal procedures.

Risk Factors Relating to the New Securities
Risks relating to Quasi-pars
Restrictions on the Quasi-pars may adversely affect their liquidity and market value.

The terms of the Quasi-pars will impose restrictions on denomination, settlement, transfer and listing,
which may affect the liquidity and market value of the Quasi-pars. Quasi-pars will be denominated solely in pesos
and may be held only through Caja de Valores or CRYL. Holders of Quasi-pars may not transfer them for one year
after their initial issuance. In addition, Quasi-pars will not be listed on the Luxembourg Stock Exchange, and there
may be little or no secondary market for Quasi-pars. Argentina expects that demand for Quasi-pars will derive
primarily from Argentine institutional investors. Even if a secondary market develops, it may not provide
significant liquidity and transaction costs may be high. As a result of these factors, it may be difficult for tendering
holders to trade any Quasi-pars received in exchange for Eligible Securities and the market value of any such Quasi-
pars may be adversely affected.
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Risks relating to GDP-linked Securities

Payments on GDP-linked Securities depend upon unpredictable factors, and it is possible that no payments
will ever be made on the GDP-linked Securities.

There are no principal payments on the GDP-linked Securities, and all payments on the GDP-linked
Securities are linked to the performance of Argentina’s gross domestic product (as described in “Description of the
New Securities — General Terms of the GDP-linked Securities”). In order for any payments to be made on the GDP-
linked Securities, certain benchmarks must be reached. In particular, for payments to be made in any given year,
Argentina’s actual real gross domestic product for that year must exceed a specified amount and annual growth rate.
Because the historical performance of Argentina’s gross domestic product may not be indicative of future
performance, you cannot be certain that these conditions for payment will be met every year, or at all. In addition,
total payments over the life of the GDP-linked Securities may not exceed the payment cap for GDP-linked
Securities, and the GDP-linked Securities will be deemed to have expired in any year in which the payment cap for
GDP-linked Securities is reached (as described under “Description of New Securities — General Terms of the GDP-
linked Securities” below). Furthermore, any alteration in the calculation or compilation of Argentina’s gross
domestic product by INDEC — the institution responsible for compiling Argentina’s economic statistics, which is
controlled by the Argentine government — may result in a decrease in value of or return on the GDP-linked
Securities. Argentina will not be required to make an adjustment to the amounts previously paid to holders of the
GDP-linked Securities for changes that may affect the calculation of Argentina’s gross domestic product.

The lack of any history of securities similar to the GDP-linked Securities may harm their market value.

Although Argentina has applied to list the GDP-linked Securities on the Luxembourg Stock Exchange, the
lack of a trading history for securities linked to Argentina’s gross domestic product may make it difficult to
anticipate the volatility or other risks associated with a security of this kind. Consequently, changes in the level of
Argentina’s published gross domestic product may not result in a comparable change in the market value of GDP-
linked Securities. There may also be little or no secondary market for GDP-linked Securities. Even if a secondary
market develops, it may not provide significant liquidity and transaction costs may be high. In addition, because
payments under the GDP-linked Securities are calculated in pesos, even if these payments must be made in other
currencies, holders of GDP-linked Securities denominated in such other currencies may face currency conversion
risks. Because of these factors, it may be difficult to trade GDP-linked Securities and their market value may be
adversely affected.

Risk Relating to New Securities Governed by Argentine Law

New Securities governed by Argentine law, including all Quasi-pars, will not have the benefit of certain
covenants granted to holders of New Securities governed by New York law or English law.

New Securities governed by Argentine law, including all Quasi-pars, will be issued under an Argentine
government decree that will not contain certain covenants granted to holders of New Securities governed by New
York law or English law. In particular, Argentina will have no obligation with respect to New Securities governed
by Argentine law (including any Quasi-pars) to pay additional amounts for any withholding of Argentine taxes,
duties or assessments on payments of principal or interest on such New Securities. Nor will New Securities
governed by Argentine law include certain covenants set forth in the accompanying prospectus, such as negative
pledge or events of default. As a result of this absence of covenants, the trading price of New Securities governed
by Argentine law may be adversely affected. In particular, the trading prices of Pars, Discounts and GDP-linked
Securities governed by Argentine law may be lower than the trading prices of Pars, Discounts and GDP-linked
Securities governed by New York law or English law.
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Risk Factors Relating to Argentina

Any revision to Argentina’s official financial or economic data resulting from any subsequent review of
such data by the Central Bank or other Government entities could have a material adverse effect on Argentina’s
ability to service its public debt.

Certain financial and other information presented in this prospectus supplement may subsequently be
materially adjusted or revised to reflect new or more accurate data as a result of the periodic review of Argentina’s
official financial and economic statistics. Such revisions could reveal that Argentina’s economic and financial
conditions as of any particular date are materially different from those described in this prospectus supplement and
in the accompanying prospectus. Argentina can offer no assurance that such adjustments or revisions will not have a
material adverse effect on the interests of Argentina’s creditors, including any tendering holders receiving New
Securities pursuant to the Offer.
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RECENT DEVELOPMENTS

We set forth below certain information that has become available since Argentina’s Registration Statement
was declared effective by the SEC on December 27, 2004.

Foreign Trade and Balance of Payments

During the first three quarters of 2004, Argentina’s current account decreased to U.S.$2.6 billion,
representing a 60% decrease as compared to the same period for 2003. This decline resulted primarily from a 21%
decrease in the merchandise trade surplus, from U.S.$13.2 billion during the first three quarters of 2003 to U.S.$10.4
billion during the first three quarters of 2004. This reduction in the merchandise trade surplus was, in turn, caused
by a 69% increase in total imports, to U.S.$15.3 billion, and a 15% increase in total exports, to U.S.$25.6 billion, in
each case as compared to the first three quarters of 2003. The increase in imports reflected the increase in domestic
demand during this period resulting from the ongoing economic expansion. Other factors that contributed to the
reduction in Argentina’s balance of payments during this period include the following:

e a21% increase in the non-financial services trade deficit, to U.S.$1.6 billion, as compared to the first
three quarters of 2003, and

e anincrease in the transfer of dividends and profits abroad, which resulted in an increase in the non-
financial services trade deficit, from U.S.$0.6 billion during the first three quarters of 2003 to U.S.$1.7
billion during the first three quarters of 2004.

During the first three quarters of 2004, Argentina’s capital account registered a surplus of U.S.$1.3 billion,
compared to a deficit of U.S.$2.1 billion during the first three quarters of 2003. This increase resulted from a
significant reduction in the capital outflow from the non-financial private sector, from net outflows of U.S.$3.9
billion during the third quarter of 2003 to net outflows of U.S.$329 million during the first three quarters of 2004.
This reduction reflected increase demand for peso-denominated financial and real assets.

Monetary System

Exchange Rate

The Central Bank reported an exchange rate of Ps.2.97 per U.S. dollar both on December 31, 2004, and as
the monthly average for December 2004.

Inflation

During the month of December 2004, the consumer price index or CPI increased 0.8% and the whole price
index or WPI increased 0.9%. As of December 31, 2004, the CPI had increased by 6.1% and the WPI had increased
by 7.9% as compared to the previous year.

Monetary Base

As of December 31, 2004, the monetary base had increased to Ps.52.5 billion, representing an increase of
13.1% from its level as of December 31, 2003, and an increase of 7.9% from its level as of June 30, 2004.

Liquidity Aggregates
As of December 31, 2004, the currency in circulation increased by 41.3% as compared to December 31,
2003 and by 19% as compared to June 30, 2004. Other liquidity aggregates registered similar growth during this

period:

e Ml increased to Ps.70.3 billion, representing and increase of 43.6% as compared to December 31,
2003 and 10.2% as compared to June 30, 2004;
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M2 increased to Ps.92.3 billion, representing a 44.8% increase as compared to December 31, 2003 and
a 10.2% increase as compared to June 30, 2004; and

M3 increased to Ps.154.3 billion, representing a 31.8% increase as compared to December 31, 2003
and an increase of 9.5% as compared to June 30, 2004.
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TERMS OF THE OFFER

Argentina is offering owners of Eligible Securities, also referred to as “holders,” the opportunity to tender,
on the terms and subject to the conditions of this prospectus supplement, the accompanying prospectus and the
related acceptance notices, Eligible Securities in exchange for newly issued New Securities. The maximum
aggregate principal amount of Pars will depend on the level of holder participation in the Offer. The terms of each
series of the New Securities are described below under the heading “Description of the New Securities.”

Purpose of the Offer

The purpose of the Offer is to restructure outstanding debt obligations of Argentina that are currently in
default.

Eligible Amount

For purposes of the Offer, your Eligible Securities will be assigned an “Eligible Amount” equal to (i) their
outstanding principal amount as of December 31, 2001, plus (ii) any accrued and unpaid interest up to but excluding
December 31, 2001. As discussed below, the principal amount of New Securities that you receive pursuant to the
Offer will depend on the Eligible Amount of Eligible Securities you tender. For purposes of determining the
principal amount of New Securities that you will receive in exchange for your Eligible Securities, Argentina will
determine the Eligible Amount tendered using exchange rates in effect on December 31, 2003, since this is the date
from which the New Securities will begin accruing interest.

The Eligible Amount of all outstanding Eligible Securities as of the date of this prospectus supplement is
U.S.$81.8 billion, comprising U.S.$79.7 billion of principal and U.S.$2.1 billion of accrued but unpaid interest as of
December 31, 2001, based on exchange rates in effect on December 31, 2003. In calculating this Eligible Amount,
Argentina has deducted the estimated proceeds from the release and redemption of the Brady Collateral (as defined
below), and has assumed for this purpose that this redemption took place in February 2003. As described below
under “—Consideration to be Received Pursuant to Tenders of Par Brady Bonds and Discount Brady Bonds,” the
actual redemption date will be the Settlement Date and holders of Par Brady Bonds and Discount Brady Bonds will
receive the actual cash proceeds resulting from such redemption.

You may determine the Eligible Amount of Eligible Securities that you hold of each series by multiplying
the original principal amount of such Eligible Securities by the relevant “eligible amount per unit of relevant
currency of original principal amount,” as set forth in the table in Annex C under “Eligible Securities.”

Consideration to be Received Other than by Holders of Par Brady Bonds and Discount Brady Bonds

The exchange of Eligible Securities (other than Par Brady Bonds and Discount Brady Bonds) for Pars,
Discounts and Quasi-pars pursuant to the Offer will be made at fixed exchange ratios that will be applied to the
Eligible Amount of your tendered Eligible Securities accepted in the Offer. You will not receive payment in respect
of any accrued and unpaid interest on your tendered and accepted Eligible Securities for the period subsequent to
December 31, 2001. Any New Securities you receive, however, will begin to accrue interest from and including
December 31, 2003. See “—Interest on New Securities.”

If you elect to participate in the Offer, you may elect to receive any of the following New Securities in
exchange for the Eligible Amount of Eligible Securities (other than Par Brady Bonds and Discount Brady Bonds)
you duly tender, subject to the terms and conditions set forth in this prospectus supplement (assuming an exchange
of Eligible Securities for New Securities denominated in the same currency):

e Pars in an original principal amount equal to the Eligible Amount of the Eligible Securities you tender,
subject to the limits described under “— Acceptance of Tenders; Limitation on Issuance and
Allocation of New Securities — Limits on and Allocation of Pars” below;
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e Discounts in an original principal amount equal to 33.7% of the Eligible Amount of the Eligible
Securities you tender; or

e  Quasi-pars in an original principal amount equal to 69.9% of the Eligible Amount of the Eligible
Securities you tender, subject to the conditions described under “—Minimum Tender Amount” and the
limits described under “—Acceptance of Tenders; Limitation on Issuance and Allocation of New
Securities —Limits on and Allocation of Quasi-pars” below.

As used above and elsewhere in this prospectus supplement, the “original principal amount” of any New Securities
refers to the principal amount of those New Securities as of December 31, 2003.

In addition to any Pars, Discounts or Quasi-pars that you elect to receive, you will also receive GDP-linked
Securities in a notional amount equal to the Eligible Amount of the Eligible Securities you tender that are accepted
by Argentina. Accordingly,

e forevery 1 currency unit (e.g., U.S.$1.00) in original principal amount of Pars you receive, you will
also receive 1 currency unit (rounded downward to the nearest 1 currency unit, e.g., U.S.$1.00) in
notional amount of GDP-linked Securities,

e forevery I currency unit (e.g., U.S.$1.00) in original principal amount of Discounts you receive, you
will also receive 2.96735905 currency units (rounded downward to the nearest 1 currency unit, e.g.,
U.S.$2.00) in notional amount of GDP-linked Securities, and

e for every 1 currency unit (e.g., Ps.1.00) in original principal amount of Quasi-pars you receive, you
will also receive 1.430615165 currency units (rounded downward to the nearest 1 currency unit, e.g.,
Ps.1.00) in notional amount of GDP-linked Securities.

As described below under “Description of the New Securities,” these GDP-linked Securities do not
represent a right to receive principal or interest payments. Rather, they represent the right to receive certain
payments that are contingent upon and determined on the basis of the performance of Argentina’s gross domestic
product. Accordingly, the notional amount of the GDP-linked securities does not represent a principal amount, but
rather a theoretical number necessary to allocate payments under the GDP-linked Securities among the various
holders of these securities.

The GDP-linked Securities will be originally issued as a single unit with the underlying Par, Discount or
Quasi-par that you receive. During the period of 180 days following the first day of the Settlement Date, each GDP-
linked Security will remain attached to and trade as a single unit with the underlying Par, Discount or Quasi-par.
Upon expiration of this 180-day period, the GDP-linked Securities and the underlying Pars, Discounts or Quasi-pars
will automatically detach and will no longer constitute a single unit. Thereafter, the GDP-linked Securities will
trade independently from the underlying Pars, Discounts or Quasi-pars.

The exchange ratios set forth above assume an exchange of Eligible Securities for New Securities
denominated in the same currency. These exchange ratios have been adjusted for purposes of exchanging Eligible
Securities for New Securities denominated in a different currency using exchange rates in effect on December 31,
2003.
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The following chart summarizes the New Securities you could receive in exchange for your Eligible
Securities (other than Par Brady Bonds and Discount Brady Bonds) pursuant to the Offer:

If your Eligible Security has: You may receive:

Currency Governing Law Currency Governing Law New Security Exchange Ratio*

U.S. Dollars New York Pars 1.000

English U.S. Dollars New York Discounts 0.337

Pars 2918

Discounts 0.983

Pesos Argentine Quasi-pars 2.040

U.S. Dollars Argentine Pars 1.000

U.S. Dollars Argentine Discounts 0.337

Pars 2918

Discounts 0.983

Pesos Argentine Quasi-pars 2.040

Euro (or any English Pars 1.000

predecessor currency | German Euro English Discounts 0.337

to the Euro) Italian Pars 3.672

Spanish Discounts 1.238

New York Pesos Argentine Quasi-pars 2.567

Pounds Sterling English Pars 1.419

Euro English Discounts 0.478

Pars 5.211

Discounts 1.756

Pesos Argentine Quasi-pars 3.642

Swiss Francs Swiss Pars 0.640

Euro English Discounts 0.216

Pars 2.351

Discounts 0.792

Pesos Argentine Quasi-pars 1.643

Yen English Pars 0.740

Euro English Discounts 0.249

Pars 2.717

Discounts 0.916

Pesos Argentine Quasi-pars 1.899

Yen** Japanese Pars 2.717

Discounts 0.916

Pesos Argentine Quasi-pars 1.899

Pesos Argentine Pars 1.000

English Discounts 0.337

New York Pesos Argentine Quasi-pars 0.699

*  Calculated using exchange rates on December 31, 2003. In the case of yen-denominated Eligible Securities, the exchange ratio is applied per
¥100.

**  While holders of yen-denominated Eligible Securities governed by Japanese law will not be able to receive yen-denominated securities
governed by Japanese law pursuant to the Offer, they will be able to do so pursuant to the offer in Japan, if conducted by Argentina.
Argentina, however, will only launch an offer in Japan after having received all necessary regulatory approvals from Japanese authorities.
(See “Global Offering—Offer in Japan”).

If upon tendering your Eligible Securities you fail to or incorrectly designate the type of New Securities
you wish to receive (Pars, Discount or Quasi-pars), you will be deemed to have elected to receive Discounts.

Solely for purposes of the Offer, Argentina will treat Eligible Securities originally denominated in a
currency other than pesos and governed by Argentine law as if they were denominated in the currency in which they
were originally issued.

Consideration to be Received Pursuant to Tenders of Par Brady Bonds and Discount Brady Bonds

Argentina’s obligation to pay the principal amount of the Par Brady Bonds and Discount Brady Bonds
upon their maturity is secured, in the case of U.S. dollar-denominated bonds, by zero-coupon U.S. Treasury bonds,
and in the case of euro-denominated bonds (which were originally denominated in deutsche marks), by zero-coupon
bonds issued by Kreditanstalt fiir Wiederaufbau, or KfW (Germany’s development bank). These U.S. Treasury
bonds and KfW bonds are in each case a special issue of bonds by each of these institutions that cannot be sold to
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third parties and may only be redeemed by the issuing institutions. We refer to these U.S. Treasury bonds and KfW
bonds as the “Brady Collateral.”

Upon cancellation of any Par Brady Bonds and Discount Brady Bonds tendered and accepted pursuant to
the Offer, the Federal Reserve Bank of New York, as collateral agent, will release the portion of the Brady
Collateral corresponding to any such Par Brady Bonds and Discount Brady Bonds in accordance with the
documentation governing these bonds. Upon this release, the securities constituting the released Brady Collateral
will be redeemed by the U.S. Treasury or KfW, as the case may be.

In the case of the U.S. Treasury bonds, the redemption price will be determined by the U.S. Treasury in
accordance with the following formula, as previously agreed with Argentina:

F
(1+7i/2s)1+i/2)

where: P = price in U.S. dollars;
F = face value in U.S .dollars of the U.S. Treasury bonds being redeemed;
1 = the discount rate as set forth below;
n = number of full semiannual periods from the redemption date to maturity;
r = days from the redemption date to September 30, 2005; and
s = days in the current semiannual period.

The discount rate (i) in the above formula will be 5.7 basis points (or 0.057%) plus the average of the prevailing
market bid yields, as of the close of business on the three business days immediately prior to the redemption date, on
the U.S. Treasury’s principal STRIPS maturing on August 15, 2022 and November 15, 2022. The principal STRIPS
are U.S. Treasury securities representing the principal component of U.S. Treasury bonds. This principal
component has been stripped into a separate security from the original security under the U.S. Treasury’s Separate
Trading of Interest and Principal Program. The “prevailing market bid yield” refers to the percentage return on
these securities calculated on the basis of representative closing bid quotations (i.e., the price that a potential
purchaser is willing to pay for these securities as of the close of business on the relevant day) obtained by the U.S.
Treasury from market sources. The redemption date will be the Settlement Date. All determinations by the U.S.
Treasury of the redemption price will be final.

In the case of the KfW bonds, the redemption price will be determined by KfW in accordance with the
following formula, as previously agreed with Argentina:

F
(1+ (i +0.015%))"

where: P = price in euro;
F = face value in euro of the KfW bonds being redeemed;
n = number of years from the redemption date to maturity of the KfW bonds on March 31, 2023
(assuming a 360-day year with 12 calendar months of 30 days each); and
i= the mid spot rate presented on Reuters screen “O#EURZ=R,” corresponding to the number of
years from the redemption date to maturity of the KfW bonds, calculated as follows:

(izo _ilﬁ)

(”20 _n15)X(n_n15)

=15+

where: i;= the 20 year mid swap market spot rate as it appears in the Reuters screen
“EUR20YZ=R” as of 11:00 a.m., Frankfurt time, on the third business day
immediately prior to the Settlement Date;
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i1s = the 15 year mid swap market spot rate as it appears in the Reuters screen
“EUR15YZ=R” as of 11:00 a.m., Frankfurt time, on the third business day
immediately prior to the Settlement Date;

nyo= 20 years; and

nys =15 years.

If the Reuters screens referred to above are not available at the time and date specified above, KfW will determine
the 15-year and 20-year mid swap market spot rates from other market sources. All determinations made by KfW of
the redemption price will be final. The redemption date will be the Settlement Date.

As described in the accompanying prospectus under “Public Sector Debt—Debt Management—Secured or
Guaranteed Debt—Brady Bonds,” since July 2002 the fiscal agent of the Par Brady Bonds and Discount Brady
Bonds has made interest payments on these bonds as they became due, by liquidating and drawing upon the
collateral set aside to secure these interest payments. As of October 30, 2004, the remaining collateral for interest
payments on U.S. dollar-denominated Discount Brady Bonds was valued at approximately U.S.$14.7 million and no
collateral remained for interest payments on any Par Brady Bonds and euro-denominated Discount Brady Bonds.
Argentina expects the fiscal agent of the U.S. dollar-denominated Discount Brady Bonds to apply approximately
U.S.$10.1 million of the remaining collateral towards the payment of the interest that was due from Argentina under
these bonds on November 30, 2004. Holders of U.S. dollar-denominated Discount Brady Bonds will be able to
exercise their rights to this collateral through the vote of holders representing at least 25% of the outstanding
aggregate principal amount of such bonds. Following this vote, a record date will be established for purposes of
determining the holders that are entitled to receive the proceeds of this collateral (we refer to this record date as the
“collateral record date”). Any interest collateral remaining after this distribution (approximately U.S.$4.6 million)
will be applied towards future interest payments on any outstanding U.S. dollar-denominated Discount Brady
Bonds.

For purposes of the Offer, your Par Brady Bonds and Discount Brady Bonds will be assigned a “Brady
Residual Amount” equal to (i) their outstanding principal amount at December 31, 2001, minus (ii) their Cash Value
(as defined below) and minus (iii) interest accrued after December 31, 2001, on which holders of these bonds have
received payment, or are entitled to receive payment, by exercising their rights against the collateral securing such
interest payments (as described above). For purposes of the preceding clause (iii), the holders entitled to receive the
proceeds from any interest collateral will be those that hold U.S. dollar-denominated Discount Brady Bonds as of
the collateral record date in respect of the interest payment that was due on these bonds on November 30, 2004. If
the Settlement Date occurs prior to such record date, holder of U.S. dollar-denominated Discount Brady Bonds that
participates in the Offer will not be entitled to receive any proceeds from the liquidation of such collateral, but no
amount in respect of such collateral will be deducted from such holder’s Brady Residual Amount. If, on the other
hand, the Settlement Date occurs after such record date, any such tendering holder will be entitled to receive the
proceeds from the collateral, but such amount will be deducted from such holder’s Brady Residual Amount.

In exchange for tendering their Par Brady Bonds and Discount Brady Bonds pursuant to the Offer, each
holder of these bonds will receive the following consideration:

e the cash proceeds corresponding to their tendered Par Brady Bonds and Discount Brady Bonds
resulting from the release of the Brady Collateral and redemption by the U.S. Treasury or KfW, as the
case may be, of the securities constituting that collateral (we refer to these proceeds as the “Cash
Value”); and

e Discounts in an original principal amount equal to 33.7% of the Brady Residual Amount
corresponding to their tendered Par Brady Bonds and Discount Brady Bonds, plus GDP-linked
Securities in a notional amount equal to the corresponding Brady Residual Amount. As with other
Eligible Securities, the currency of the Par Brady Bonds and Discount Brady Bonds you tender
determines the currency you may select for any Discounts you receive. See “—Currency
Denomination of the New Securities—Pars and Discounts.” The exchange ratio set forth above
assumes an exchange of Par Brady Bonds and Discount Brady Bonds for Discounts denominated in the
same currency. This exchange ratio has been adjusted for purposes of exchanging Par Brady Bonds or
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Discount Brady Bonds for Discounts denominated in a different currency, using exchange rates in
effect on December 31, 2003, as follows:

—  For Par Brady Bonds and Discount Brady Bonds denominated in U.S. dollars which are
exchanged for peso-denominated Discounts, the exchange ratio will be 0.983.

—  For Par Brady Bonds and Discount Brady Bonds denominated in euro (or a predecessor currency
to the euro) which are exchange for peso-denominated Discounts, the exchange ratio will be
1.238.

The Par Brady Bonds and Discount Brady Bonds tendered pursuant to the Offer will be cancelled on the
Settlement Date. Upon cancellation, on or immediately following the Settlement Date, the Brady Collateral will be
redeemed. Holders tendering Par Brady Bonds and Discount Brady Bonds will receive the Cash Value as soon as
practicable after the Brady Collateral is redeemed, which may be after the Settlement Date.

Argentina will be under no obligation to fund the Cash Value payable to tendering holders of Par Brady
Bonds and Discount Brady Bonds other than through the redemption of the of the Brady Collateral to which such
holders are entitled, as provided above.

Interest on New Securities Other Than GDP-linked Securities

Any New Securities you receive in exchange for your Eligible Securities, other than GDP-linked Securities,
will begin to accrue interest from and including December 31, 2003.

Interest payment dates for Pars are March 31 and September 30 of each year, and December 31, 2038.
Interest accrued on Pars from and including December 31, 2003, to but excluding March 31, 2005, will be paid in
cash on the Settlement Date.

Interest payment dates for Discounts are June 30 and December 31 of each year. For Discounts, interest
that would have been payable in cash on June 30, 2004, and December 31, 2004, will be paid in cash on the
Settlement Date. The portion of interest that would have been capitalized on June 30, 2004, and December 31, 2004,
will be capitalized as of such dates. The principal amount of Discounts you receive upon settlement of the Offer
will equal the original principal amount to which you are entitled (as provided above under “—Consideration to be
Received Other than by Holders of Par Brady Bonds and Discount Brady Bonds,” and “Consideration to be
Received Pursuant to Tenders of Par Brady Bonds and Discount Brady Bonds”) plus such capitalized interest.

Interest payment dates for Quasi-pars are June 30 and December 31 of each year. Interest accrued on
Quasi-pars that would have been capitalized on June 30, 2004, and December 31, 2004, will be capitalized as of
such dates. The principal amount of Quasi-pars you receive upon settlement of the Offer will equal the original
principal amount to which you are entitled (as provided above under “—Consideration to be Received Other than by
Holders of Par Brady Bonds and Discount Brady Bonds) plus such capitalized interest.

Argentina’s annual budget for 2005 includes allocations for interest accrued on the New Securities and
payable in cash on the Settlement Date.

Limitation on Issuance and Allocation of New Securities
Limits on and Allocation of Pars
Argentina may issue Pars only up to a maximum aggregate principal amount of:
e U.S.$10.0 billion or the equivalent in other currencies, if the aggregate Eligible Amount of Eligible
Securities tendered and accepted pursuant to the Offer and, if concurrent with the Offer, the offer in

Japan, is less than or equal to 70% (U.S.$57.3 billion equivalent) of the aggregate Eligible Amount of
all outstanding Eligible Securities, or
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e U.S.$15.0 billion or the equivalent in other currencies, if the aggregate Eligible Amount of Eligible
Securities tendered and accepted pursuant to the Offer and, if concurrent with the Offer, the offer in
Japan, is greater than 70% (U.S.$57.3 billion equivalent) of the aggregate Eligible Amount of all
outstanding Eligible Securities.

For purposes of determining these amounts, any Pars issued in currencies other than U.S. dollars will be converted
into U.S. dollars based on exchange rates in effect on December 31, 2003.

Argentina has divided the Submission Period into two periods for purposes of allocation of Pars:

e an early tender period, comprising the first three weeks of the Submission Period and ending at the
Early-tender Deadline, unless extended; and

e alate tender period, commencing immediately after the Early-tender Deadline and ending on the
Expiration Date.

For purposes of implementing the allocation process, if you tender an Eligible Security in an outstanding
principal amount in excess of U.S.$50,000, £30,000, ¥5,000,000, Ps.150,000, €40,000 or Sfr.60,000, as the case
may be (each a “U.S.$50,000 equivalent™), the principal amount of your tendered Eligible Security will be split into
the following two components:

e one will comprise the outstanding principal amount of your tendered Eligible Security up to and
including U.S.$50,000 equivalent,

e the other component will comprise the outstanding principal amount of your tendered Eligible Security
in excess of U.S.$50,000 equivalent.

Argentina will allocate the maximum aggregate principal amount of Pars among tendering holders that
elect to receive Pars in the following order of priority:

e First, among early tenders up to and including U.S.350,000 equivalent. Holders who tender an
Eligible Security during the early tender period (whom we refer to as “early-tender holders”) will be
entitled to receive Pars in exchange for the outstanding principal amount of their tendered Eligible
Security up to and including U.S.$50,000 equivalent. If such allocation exceeds the maximum
aggregate principal amount of Pars, Argentina will allocate this maximum amount among early-tender
holders on a pro rata basis (as described below under “—Pro Rata Allocation”).

e Second, among late tenders up to and including U.S.350,000 equivalent. 1f, after the first allocation,
Argentina has not allocated in full the maximum aggregate principal amount of Pars, holders who
tender an Eligible Security during the late-tender period (who we refer to as “late-tender holders™) will
be entitled to receive Pars in exchange for the outstanding principal amount of their tendered Eligible
Security up to and including U.S.$50,000 equivalent. If such allocation exceeds the remainder of Pars
available after the first allocation, Argentina will allocate this remainder among late-tender holders on
a pro rata basis (as described below under “—Pro Rata Allocation”).

o Third, among early tenders in excess of U.S.850,000 equivalent. 1f, after the first and second
allocation, Argentina has not allocated in full the maximum aggregate principal amount of Pars, early-
tender holders will be entitled to receive Pars in exchange for the outstanding principal amount of their
tendered Eligible Security in excess of U.S.$50,000 equivalent. If such allocation exceeds the
remainder of Pars available after the first and second allocations, Argentina will allocate this remainder
among early-tender holders on a pro rata basis (as described below under “—Pro Rata Allocation™).

e Fourth, among late tenders in excess of U.S.850,000 equivalent. 1f, after the first, second and third
allocations, Argentina has not allocated in full the maximum aggregate principal amount of Pars, late-
tender holders will be entitled to receive Pars in exchange for the outstanding principal amount of their
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tendered Eligible Security in excess of U.S.$50,000 equivalent. If such allocation exceeds the
remainder of Pars available after the first, second and third allocations, Argentina will allocate this
remainder among late-tender holders on a pro rata basis (as described below under “—Pro Rata
Allocation”).

If the demand for Pars exceeds the principal amount of Pars available for exchange, tendering holders that
elect to receive Pars will receive Discounts, in the same currency as they requested for Pars, for any portion of the
Eligible Amount of Eligible Securities they tender for which Pars are not allocated.

As described above, for purposes of the allocation of Pars the applicable U.S.$50,000 equivalent threshold
is measured in relation the outstanding principal amount of the Eligible Security you tender. However, in order to
determine the principal amount of New Securities you are entitled to receive pursuant to the Offer, this principal
amount corresponds to an Eligible Amount calculated as provided under “Terms of the Offer—Eligible Amount.”

The allocation of Pars among tendering holders will encompass all tenders for Pars submitted in the Offer
and, if concurrent with the Offer, the offer in Japan. All determinations made by Argentina in the allocation of the
Pars as provided above will be binding and final.

Holders who tender Par Brady Bonds and Discount Brady Bonds are not eligible to receive Pars, and thus
such holders may not benefit from the allocation procedures described above.

Limits on and Allocation of Quasi-pars

Argentina will issue Quasi-pars only up to a maximum aggregate original principal amount of Ps.24.3
billion.

Quasi-pars will be allocated among tendering holders on a daily first-come first-served basis. Accordingly,
all holders who tender on the same day will be accorded equal priority, but will have precedence in the allocation of
Quasi-pars over any holders that tender on subsequent days. If, on any given day, the demand for Quasi-pars
exceeds the principal amount of Quasi-pars then available for exchange (after deducting the principal amount of
Quasi-pars allocated in prior days from the maximum aggregate principal amount of Quasi-pars), the available
Quasi-pars will be allocated on a pro rata basis among all holders who tender their Eligible Securities on that day.
For purposes of the allocation of Quasi-pars, the daily cutoff time will be 4:15 P.M. (New York City time).

If the demand for Quasi-pars exceeds the principal amount of Quasi-pars available for exchange, tendering
holders that elect to receive Quasi-pars will receive Discounts denominated in pesos for any portion of the Eligible
Amount of Eligible Securities they tender for which Quasi-pars are not allocated.

The allocation of Quasi-pars among tendering holders will encompass all tenders for Quasi-pars submitted
in the Offer and, if concurrent with the Offer, the offer in Japan. All determinations made by Argentina in the
allocation of the Quasi-pars as provided above will be binding and final.

Holders who tender Par Brady Bonds and Discount Brady Bonds are not eligible to receive Quasi-pars, and
thus such holders may not benefit from the allocation procedures described above.

No Limits on Discounts

There is no limit on the allocation of Discounts within the Offer. If you elect to receive any Pars or Quasi-
pars and the amount you would receive would (in the absence of any limitation on the issuance of Pars or Quasi-
pars) exceed the maximum amount of Pars and Quasi-pars that you are permitted to receive in the Offer (as provided
above), the Eligible Securities that cannot be exchanged for Pars or Quasi-pars as a result of that limitation will
instead be exchanged for Discounts denominated in the same currency you selected for the Pars or Quasi-pars.
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Allocation of GDP-linked Securities

Each holder who tenders Eligible Securities other than Par Brady Bonds and Discount Brady Bonds, and
whose tender is accepted by Argentina, will receive GDP-linked Securities in a notional amount equal to the Eligible
Amount of Eligible Securities each such holder tenders pursuant to the Offer. See “—Consideration to be Received
Other than by Holders of Par Brady Bonds and Discount Brady Bonds.”

Each holder who tenders Par Brady Bonds and Discount Brady Bonds, and whose tender is accepted by
Argentina, will receive GDP-linked Securities in a notional amount equal to the Brady Residual Amount of Par
Brady Bonds and Discount Brady Bonds each such holder tenders pursuant to the Offer. See “—Consideration to be
Received Pursuant to Tenders of Par Brady Bonds and Discount Brady Bonds.”

Pro Rata Allocation

As used in this prospectus supplement, a “pro rata” allocation of any relevant New Securities would entitle
each tendering holder that elects to receive such New Securities, and whose tender is accepted by Argentina, to
receive such New Securities in a principal amount equal to the Eligible Amount tendered by such holder and
accepted by Argentina for purposes of that particular allocation multiplied by a ratio equal to (i) the aggregate
principal amount of New Securities to be allocated, divided by (ii) the total Eligible Amount tendered by all holders
and accepted by Argentina for purposes of that particular allocation.

Currency Denomination of the New Securities
Pars and Discounts

The currency of the Eligible Securities you tender determines the currency you may select for any Pars or
Discounts you elect to receive, as follows:

e FEligible Securities denominated in U.S. dollars or euro (or any Eligible Securities originally
denominated in a predecessor currency to the euro, which currencies, for this purpose, are deemed to
have been originally denominated in euro). You may elect to receive Pars or Discounts in the same
currency as your tendered Eligible Securities or in pesos.

o Eligible Securities denominated in pounds sterling or Swiss francs. You may elect to receive Pars or
Discounts denominated in euro or pesos.

e  FEligible Securities denominated in yen. You may elect to receive Pars or Discounts in euro or pesos,
except that if your yen-denominated Eligible Securities are governed by Japanese law, you may only
receive Pars or Discounts denominated in pesos.

o  Eligible Securities denominated in pesos. You may elect to receive Pars or Discounts in pesos.

If you fail to or incorrectly designate the currency in which you want your Pars or Discounts to be
denominated, you will be deemed to have elected to receive your Pars or Discounts in the same currency as your
tendered Eligible Securities, except that:

e if your tendered Eligible Securities were originally denominated in pounds sterling, Swiss francs,

Japanese yen (except for Eligible Securities governed by Japanese law) or any predecessor currency to

the euro, you will be deemed to have elected to receive your Pars or Discounts in euro, or

o if your Eligible Securities were originally denominated in Japanese yen and governed by Japanese law,
you will be deemed to have elected to receive your Pars or Discounts in pesos.

While holders of yen-denominated Eligible Securities governed by Japanese law will not be able to receive
yen-denominated New Securities governed by Japanese law pursuant to the Offer, they will be able to do so
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pursuant to the offer in Japan, if conducted by Argentina. Argentina, however, will only launch an offer in Japan
after having received all necessary regulatory approvals from Japanese authorities. (See "Global Offering—Offer in
Japan").

Solely for purposes of the Offer, Argentina will treat Eligible Securities originally denominated in a
currency other than pesos and governed by Argentine law as if they were denominated in the currency in which they
were originally issued.

Quasi-pars

The Quasi-pars will be denominated in pesos only.

GDP-linked Securities

The GDP-linked Securities will be denominated in the same currency as the currency of the Pars, Discounts
or Quasi-pars to which they are initially attached. However, underlying calculations to determine the amount of
payments under the GDP-linked Securities will be performed in pesos and the resulting amounts will be converted
into the payment currency as described below under “Description of the New Securities—General Terms of the
GDP-linked Securities.”

Minimum Tender Determination

You must tender your Eligible Securities in the minimum denomination and the integral multiples in excess
of such minimum denomination that are set forth in the terms of such Eligible Securities.

You will not, however, be permitted to exchange Eligible Securities for Quasi-pars unless the outstanding
principal amount of the Eligible Securities you tender for Quasi-pars is at least U.S.$350,000, £200,000,
¥37,600,000, Ps.1,025,000, €280,000 or Sfr.435,000, as the case may be.

Expiration of Offer, Termination, Amendments

The Offer will expire at 4:15 P.M. (New York City time), February 25, 2005, unless Argentina in its sole
discretion extends it or terminates it earlier, in accordance with the terms described in this prospectus supplement.

At any time before Argentina announces on the Announcement Date the acceptance of any tenders (in the
manner specified below under “—Acceptance of Tenders”), Argentina may, in its sole discretion and to the extent
permitted by the applicable laws, rules and regulations of each jurisdiction in which the Offer is being made:

e terminate the Offer, including with respect to tenders submitted prior to the time of the termination,

e extend the Offer past the originally scheduled Expiration Date,

e withdraw the Offer from any one or more jurisdictions, or

e amend the Offer, including amendments in any one or more jurisdictions.

Subject to applicable law, Argentina will announce any such termination, extension, withdrawal or
amendment of the Offer as described below under ““— Announcements.” In addition, subject to applicable law,
Argentina will inform the Luxembourg Stock Exchange and the CSSF of any amendments to the Offer and will
publish notices in a newspaper with general circulation in Luxembourg (which Argentina expects to be the
Luxemburger Wort or the Tageblatf) announcing such amendments.

Irrevocability; Limited Withdrawal Rights

Tenders will be irrevocable and may not be withdrawn unless Argentina:
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e extends the Submission Period of the Offer for more than 30 calendar days;

e amends any of the financial terms of the New Securities (such as the maturity, principal amount or
interest rate) or any of the following terms of the Offer:

exchange ratios,
— method or extent of limitation on issuance of New Securities,

— method of allocation of New Securities, including timing of expiration of the early-tender period
for allocation of Pars (except if Argentina extends the early-tender period due to a postponement
in the launch of the Offer in any jurisdiction or in the launch of the offer in Japan, if applicable, in
either case resulting from a delay in procuring any necessary regulatory approvals), or

calculation of Eligible Amount; or

o files or otherwise makes public an amendment, modification or supplement to this prospectus
supplement (or to a comparable offering document used in any jurisdiction where the Offer is being
made) that contains a change in the information contained in this prospectus supplement (or to a
comparable offering document used in any jurisdiction where the Offer is being made) that Argentina,
in its sole discretion, determines is material to the tendering holders of Eligible Securities, except for
any amendment, modification or supplement made solely for the purpose of announcing the results of
the Offer (including the allocation of the New Securities or whether the limits on the issuance of Pars
or Quasi-pars have been reached).

In any of these cases, you will have the right to withdraw your tender for a period of 15 calendar days from
the date Argentina first publicly announces (by means of a press release through the news services, as defined in “—
Terms of the Offer — Announcements”) the granting of withdrawal rights.

To effectively withdraw your tender, subject to the limitations described above, you must follow the
procedures set forth below under “—Procedures for Withdrawal of Tenders.”

Acceptance of Tenders

Argentina has not conditioned its acceptance of tenders or the consummation of the Offer on any minimum
level of participation by holders of Eligible Securities. Argentina reserves the right not to accept tenders in its sole
discretion.

If Argentina elects to accept tenders of Eligible Securities submitted pursuant to the Offer, it will, at or
around 5:00 P.M. (New York City time) on the Announcement Date, announce on the Offer Website, by press
release issued to Bloomberg News and the Reuters News Service, which we refer to as the “news services,” by
publication in a newspaper with general circulation in Luxembourg (which is expected to be the Luxemburger Wort
or the Tageblatt) and through publication in the form and manner required in certain jurisdictions outside the United
States:

e the aggregate principal amount of Eligible Securities duly tendered and accepted by Argentina for
exchange,

o the aggregate principal amount of New Securities of each series to be issued in the Offer, and
e information concerning the allocation of Pars and Quasi-pars.
You may obtain such information by contacting the information agent. In addition, Argentina will notify

the Luxembourg Stock Exchange, the Buenos Aires Stock Exchange and the Mercado Abierto Electronico of the
results of the Offer, and, subject to applicable law, will publish the results of the Offer as described below under “—
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Announcements.” Argentina may also publish information concerning tenders in certain non-U.S. jurisdictions (as
described under “Global Offering” above) prior to the Announcement Date, in the manner and to the extent required
in those jurisdictions.

The Announcement Date may be postponed by Argentina for any reason, including if the Submission
Period is extended. Once Argentina has announced the acceptance of tenders on the Announcement Date as
provided above, Argentina’s acceptance will be irrevocable. Tenders, as so accepted, shall constitute binding
obligations of the submitting holders and Argentina to settle the exchange, in the manner described under “—
Settlement” below.

If Argentina terminates the Offer without accepting any tenders, or does not accept your tender, it will
return the Eligible Securities not accepted to the tendering holders as provided below under “—Procedures Upon
Rejection of Tenders and Termination of Offer.”

Tender Procedures

If you wish to participate in the Offer, you must submit, or arrange to have submitted on your behalf, to a
principal clearing system (as defined below) by 4:15 P.M. (New York City time) on the Expiration Date, a duly
completed electronic acceptance notice. Your electronic acceptance notice must:

e clearly state the type (Pars, Discounts or Quasi-pars) and, where applicable, currency of New
Securities you wish to receive in exchange for the Eligible Securities you tender (except in the case of
Par Brady Bonds and Discount Brady Bonds, in which electronic acceptance notices Discounts will be
deemed to have been elected), and

e clearly designate an account at DTC, Euroclear, Clearstream, Luxembourg or Caja de Valores, as
applicable, where your New Securities and any cash payment you are entitled to receive can be
credited upon settlement of the Offer Date (see “—You Must Hold an Account, Either Directly or
Indirectly, at DTC, Euroclear, Clearstream, Luxembourg or Caja de Valores, to Receive New
Securities Upon Settlement of the Offer” below for further information).

If you fail to or incorrectly designate the type and currency of the New Securities you wish to receive,
you will be deemed to have elected to receive Discounts in the same currency as your tendered Eligible
Securities, except as provided above under “Currency Denomination of the New Securities.”

Eligible Securities tendered in the Offer will be “blocked” for transfers to third parties pending settlement.

The exchange agent is the entity responsible for, among other things, receiving and processing tenders
made by holders pursuant to the Offer through their respective clearing systems and, at the settlement of the Offer,
delivering the New Securities to the tendering holders. The procedures you must follow to effectively tender
Eligible Securities depend upon the manner in which you hold your Eligible Securities. We summarize these
procedures below. Summary diagrams of the chain-of-tender procedures are also included in Annexes D-1 and D-2
to this prospectus supplement.

If you have any questions regarding the process by which you can tender Eligible Securities, you may
contact the information agent at the phone number listed on the back cover of this prospectus supplement.

If You Hold Eligible Securities in Electronic or Book-Entry Form

We set forth below a description of the procedures generally applicable for tenders of Eligible Securities
held in electronic or book-entry form, followed by a brief summary of specific tender procedures applicable to
certain clearing systems. In any event, it is your responsibility to inform yourself of, and arrange for timely
tender of your Eligible Securities in accordance with, the procedures applicable to the clearing system
through which you tender your Eligible Securities.
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General Procedures

Beneficial ownership of Eligible Securities held in electronic or book-entry form generally represents an
interest in a global security that is registered in the name of a clearing system or such clearing system’s nominee.
These beneficial interests may be held directly if you have an account with the relevant clearing system, or indirectly
through institutions, such as securities brokers and dealers, that have an account with the relevant clearing system.
We refer to institutions that have an account with the relevant clearing system as “direct participants” in such
system. Only these direct participants may submit electronic acceptance notices to the relevant clearing system. If
you are not a direct participant, you (or your broker, dealer, bank, trust company, trustee or other custodian on your
behalf) must arrange for the direct participant through which you hold your Eligible Securities to submit an
electronic acceptance notice on your behalf to the relevant clearing system.

Argentina has made special arrangements with certain clearing systems that will allow these clearing
systems to submit electronic acceptance notices on behalf of tendering holders directly to the exchange agent. These
clearing systems will be able to perform this function even with respect to the Eligible Securities that are not
registered in their name (or in the name of their depositary nominee). We refer to these clearing systems as the
“principal clearing systems.” They include: DTC, Caja de Valores, Clearstream AG, Clearstream, Luxembourg,
Euroclear, Monte Titoli S.p.A. and SIS AG. For more information you may contact the information agent.

Argentina has designated each of these clearing systems as a principal clearing system for purposes of the Offer,
either because Eligible Securities are registered in the name of such clearing system (or a nominee of its depositary)
or Argentina expects a substantial number of tenders to be submitted through such clearing system.

For your tender to be effective, a direct participant in a principal clearing system through which you
tender your Eligible Securities must submit an electronic acceptance notice on your behalf to the relevant
principal clearing system prior to 4:15 P.M. (New York City time) on the Expiration Date. The principal
clearing systems will not submit to the exchange agent any electronic acceptance notice they receive after this
time.

Upon receipt of your electronic acceptance notice, the principal clearing system will submit your electronic
acceptance notice to the exchange agent. The receipt of your electronic acceptance notice by a principal clearing
system will result in the blocking of your tendered Eligible Securities in such clearing system. This will prevent you
from being able to transfer your tendered Eligible Securities to third parties.

The exchange agent will establish an account at each of the principal clearing systems for purposes of
receiving tenders of Eligible Securities pursuant to the Offer. The receipt of your electronic acceptance notice by
the principal clearing system will constitute instructions to make a book-entry transfer of your tendered Eligible
Securities into the exchange agent’s account at such clearing system. Your tendered Eligible Securities will be held
in the exchange agent’s account pending settlement of the exchange on the Settlement Date. Upon performing the
book-entry transfer of your tendered Eligible Securities into the exchange agent’s account, the principal clearing
system will deliver to the exchange agent a confirmation of such book-entry transfer.

None of Argentina, any international joint dealer manager, the information agent, the exchange
agent or the Luxembourg exchange agent will be responsible for ensuring that any electronic acceptance
notice is submitted to or accepted by a principal clearing system or for ensuring that the book-entry transfer
into the exchange agent’s account at the relevant clearing system is effected. If your tendered Eligible
Securities are not transferred into the exchange agent’s account at the relevant principal clearing system
prior to three business days after the Expiration Date, your tender will be deemed invalid.

By submitting a valid electronic acceptance notice to a principal clearing system, tendering holders, and the
relevant direct participant on their behalf, shall be deemed to have made the representations and warranties set forth
below under “— Representations, Warranties and Undertakings relating to Tenders of Eligible Securities” to
Argentina, the international joint dealer managers, the information agent, the exchange agent and the Luxembourg
exchange agent.
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Special Instructions for Tenders Through DTC

If your Eligible Securities are held or registered in the name of a nominee of DTC, and you do not hold
your beneficial interest in these securities through any other principal clearing system, you may submit your tender
directly through DTC using DTC’s Automated Tender Offer Program (“ATOP”) system. To effectively tender any
such Eligible Securities, you must:

e instruct DTC (if you are a direct participant in DTC), or arrange to have a direct participant in DTC
instruct DTC on your behalf, to make a book-entry transfer of the Eligible Securities you tender into
the exchange agent’s account at DTC, in accordance with DTC procedures for such transfers, and

e clectronically transmit to DTC (if you are a direct participant in DTC), or arrange to have a direct
participant in DTC electronically transmit to DTC on your behalf, your duly completed electronic
acceptance notice through the ATOP system.

Upon completion of these steps, Argentina expects DTC to transfer the Eligible Securities you tender into
the exchange agent’s account at DTC, to deliver to the exchange agent a confirmation of such book-entry transfer
and, upon verifying your acceptance, to send an “agent’s message” to the exchange agent for its acceptance of your
tender. An “agent’s message” is a message transmitted by DTC to, and received by, the exchange agent as part of
DTC’s confirmation of the book-entry transfer of your Eligible Securities to the exchange agent’s account at DTC.
The “agent’s message” will state that:

e DTC has received an express acknowledgment from a DTC participant tendering Eligible Securities on
behalf of the holder of such Eligible Securities,

e such DTC participant has received and agrees to be bound by the terms and conditions of the Offer as
set forth in this prospectus supplement and the accompanying prospectus, including the representations
and warranties set forth under ““— Representations, Warranties and Undertakings relating to Tenders of
Eligible Securities,” and

e Argentina may enforce such agreement against the DTC participant.

For your tender through DTC to be effective, the exchange agent must receive (i) an agent’s message as
described above no later than three business days after the Expiration Date, and (ii) a confirmation of the book-entry
transfer of your Eligible Securities into the exchange agent’s account at DTC no later than three business days after
the Expiration Date.

Additional Information for Tenders Through Euroclear or Clearstream, Luxembourg

If you hold Eligible Securities through Euroclear or Clearstream, Luxembourg you may submit (if you are a
direct participant), or arrange to have a direct participant submit on your behalf, an electronic acceptance notice in
accordance with the procedures established by Euroclear or Clearstream, Luxembourg, as applicable, to participate
in this Offer. Participants should refer to the respective notifications of Euroclear and Clearstream, Luxembourg for
detailed information regarding tender procedures.

Additional Information for Tenders Through Caja de Valores
If you hold Eligible Securities through Caja de Valores, you may submit (if you are a direct participant), or
arrange to have a direct participant submit on your behalf, an electronic acceptance notice in accordance with the

procedures established by Caja de Valores to participate in this Offer. You may contact Caja de Valores for
assistance in effecting your tender in accordance with the applicable procedures.

S-50



Procedures for Submitting Tenders of Eligible Securities Held Through Any Other Clearing System

If you hold Eligible Securities through any other clearing system, you must follow the procedures
established and deadlines required by such clearing system in order for your tender to be received by a principal
clearing system prior to 4:15 P.M. (New York City time) on the Expiration Date. You may contact the information
agent for assistance in effecting your tender in accordance with the applicable procedures and deadlines for such
other clearing systems.

If You Hold Eligible Securities Through a Custodian or Other Securities Intermediary

If your Eligible Securities are held in the name of a custodian or other securities intermediary, such as a
broker, dealer, bank, trust company or trustee, you must contact such custodian or other securities intermediary and
instruct it to tender your Eligible Securities on your behalf. You should contact your custodian or other securities
intermediary well in advance of the Expiration Date, since your custodian may have earlier deadlines by which it
must receive your instructions in order to have adequate time to meet the deadlines of the clearing system through
which your Eligible Securities are tendered.

A form of paper acceptance notice that you may use to send your instructions to your custodian is included
in Annex G to this prospectus supplement. This form may not be used to submit tenders directly to the exchange
agent, which will only accepts notices in electronic form. You should check with your custodian before using the
paper acceptance notice included in Annex G to this prospectus supplement, since your custodian may require you
to deliver your instructions in another manner.

If You Hold Eligible Securities in Physical Form
Eligible Securities held in physical form may not be tendered pursuant to the Offer.

If you hold Eligible Securities in physical form, you may only participate in the Offer by first exchanging
your physical securities for an interest in the corresponding global security, which will be recorded in book-entry
form. This can accomplished by taking the following steps:

o select a broker, dealer, bank, trust company, trustee or other custodian that has a direct or indirect
account with the clearing system that acts as depositary for the global security corresponding to your
physical certificate,

« surrender the physical certificates representing your Eligible Securities to the trustee or fiscal agent for
those securities in accordance with the procedures set forth in the fiscal agency agreement, trust deed
or equivalent document governing your Eligible Securities, and

o instruct the trustee or fiscal agent to exchange the ownership interest represented by your physical
certificate for an interest in the corresponding global security, specifying the account at the relevant
clearing system where your interest in the global security should be credited (you should obtain this
account information from the custodian you selected).

Upon receiving the physical certificates representing your Eligible Securities and your instructions as
specified above, the trustee or fiscal agent will then take steps to increase the balance outstanding on the global
security corresponding to your Eligible Securities and credit your ownership interest in that global security to the
account at the relevant clearing system designated by you. Upon completing the steps set forth above, the principal
amount and all other terms and conditions of your Eligible Securities will remain unchanged, except that your
ownership of your Eligible Securities will no longer be represented by a separate physical certificate, but instead
will be recorded through an electronic book entry at the relevant clearing system and held through your custodian.

The process for converting physical securities into securities held in book-entry form as provided above

may entail some delay. Accordingly, if you hold your Eligible Securities in physical form and wish to participate in
the Offer, you should begin this process as soon as possible.
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Once you hold your Eligible Securities in electronic form, you will be able to tender your Eligible
Securities pursuant to the Offer in accordance with the procedures set forth in this prospectus supplement under
“Terms of the Offer—Tender Procedures—If You Hold Eligible Securities in Electronic or Book-Entry Form.”

If You Hold Eligible Securities in Bearer Form
Tenders of Eligible Securities held in bearer form will not be accepted in the United States.
Procedures for Luxembourg Holders

The Luxembourg exchange agent will perform its duties with respect to tenders submitted in Luxembourg
through its office located at the following address:

The Bank of New York (Luxembourg) S.A.
Aerogolf Center
1A Hoehenhof,
L - 1736 Senningerberg,
Luxembourg

If you are in Luxembourg, you may contact the information agent at the address and phone number listed
above for assistance in completing any of the tender procedures described in this prospectus supplement.

Procedures for Holders of Certain Strippable Securities

In order to effectively tender any of the following strippable Eligible Securities, holders of these securities
must reconstitute the original strippable security (including each interest and principal payment) by submitting to
Caja de Valores all interest and principal coupons corresponding to such strippable security:

e ISIN: ARARGE030122 - Bonex 92;

o ISIN: ARARGE044404 - Bonex 92, Mar 2002 interest coupon;

e ISIN: ARARGE033217 - Debt Consolidation Bonds, 5" Series (Pro 10);

e ISIN: ARARGE043836 - Debt Consolidation Bonds, 5" Series (Pro 10) interest coupon;

e ISIN: ARARGE033225 - Debt Consolidation Bonds, 5" Series (Pro 9); or

e ISIN: ARARGE043844 - Debt Consolidation Bonds, 5" Series (Pro 9) Jan 2002 payment coupon.

Tendering holders who wish to tender any of the strippable securities listed above pursuant to the Offer, but who are
incapable of reconstituting the original strippable security, must tender to Caja de Valores the interest and principal
coupons corresponding to such strippable security in their possession and an amount of cash equal to the aggregate
face value of each interest and principal coupon that is not tendered. Upon receiving all interest and principal
coupons of the strippable security and cash in lieu of any missing interest and principal coupons, Caja de Valores
will liaise with the exchange agent to tender the reconstituted strippable securities on your behalf.

Procedures for Holders of Tax Credit Certificates

If you hold a tax credit certificate (certificado de crédito fiscal, or “CCF”) issued by Argentina pursuant to
Decree Nos. 1005/01 or 1226/01, or CCF Letes issued by Argentina pursuant to Decree No. 1005/01, and wish to
tender the Eligible Securities corresponding to those certificates, you must first obtain such underlying Eligible
Security by depositing the corresponding CCFs or CCF Letes with Caja de Valores in accordance with the
procedures Caja de Valores has established for this purpose. You may then tender the underlying Eligible Securities
in accordance with the terms of the Offer.
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Effectiveness of Tenders
For your tender of Eligible Securities to be effective:

) your duly completed electronic acceptance notice must be received by the principal clearing
system through which you tender your Eligible Securities no later than 4:15 P.M. (New York City
time) on the Expiration Date;

2) the principal clearing system through which you tender your Eligible Securities must deliver your
duly completed electronic acceptance notice to the exchange agent no later than three business
days after the Expiration Date; and

3) your tendered Eligible Securities must be transferred into the exchange agent’s account at the
principal clearing system through which you tender your Eligible Securities no later than three
business days after the Expiration Date.

You and the principal clearing system through which you tender your Eligible Securities are responsible for
arranging the valid and timely delivery of the electronic acceptance notice to the exchange agent. None of
Argentina, any international joint dealer manager, the information agent, the Luxembourg exchange agent or the
exchange agent will be responsible for the submission of tenders by:

e holders (or brokers, dealers, banks, trust companies, trustees or other custodians on their behalf) to
direct participants in a principal clearing system;

e direct participants (whether on their own behalf or on behalf of holders who are not direct participants)
to the principal clearing systems; or

o the principal clearing systems to the exchange agent.

Delivery of documents to a custodian, direct participant or clearing system (including the principal clearing
systems) does not constitute delivery to the exchange agent or the Luxembourg exchange agent and is not sufficient
for an effective tender. Argentina can offer no assurance that any custodian, direct participant or clearing system
(including the principal clearing systems) will follow the procedures outlined above for purposes of effecting your
tender of Eligible Securities, as these procedures are entirely within such parties’ discretion.

Representations, Warranties and Undertakings relating to Tenders of Eligible Securities

By submitting a valid electronic acceptance notice or otherwise validly accepting the terms of the Offer,
you, and (if applicable) the relevant direct participant on your behalf, shall be deemed to acknowledge, represent,
warrant and undertake to Argentina, the information agent, the exchange agent, the Luxembourg exchange agent and
the international joint dealer managers, on each of the dates such notice is submitted, the Expiration Date and the
Settlement Date, that:

1. you have received and reviewed the prospectus supplement and the accompanying prospectus,

2. you accept the Offer in respect of the principal amount of Eligible Securities tendered in your
electronic acceptance notice, subject to the terms and conditions of the Offer as set forth in the
prospectus supplement,

3. subject to and effective upon exchange by Argentina of the Eligible Securities tendered in your
electronic acceptance notice, you renounce all right, title and interest in and to all such Eligible
Securities exchanged by or at the direction of Argentina, and waive and release Argentina and the
trustee or fiscal agent for such Eligible Securities from any and all claims you may have, now or in
the future, arising out of or related to the Offer and such Eligible Securities, including, without
limitation, any claims that you are entitled to receive additional principal or interest payments with
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10.

11.

12.

respect to such Eligible Securities (other than as expressly provided in this prospectus
supplement),

all authority conferred or agreed to be conferred pursuant to your representations, warranties and
undertakings and all of your obligations shall be binding upon your successors, assigns, heirs,
executors, trustees in bankruptcy and legal representatives and shall not be affected by, and shall
survive, your death or incapacity,

you are solely liable for any taxes and similar or related payments imposed on you under the laws
of any applicable jurisdiction as a result of your participation in the Offer and agree that you will
not and do not have any right of recourse (whether by way of reimbursement, indemnity or
otherwise) against Argentina, any international joint dealer manager, the information agent, the
exchange agent, the Luxembourg exchange agent, the trustee and/or fiscal agent of the Eligible
Securities, the U.S.-European trustee or any other person in respect of such taxes and payments,

you are a person for whom it is lawful to participate in the Offer under applicable securities laws,

you have full power and authority to submit for exchange and transfer the Eligible Securities
tendered in your electronic acceptance notice and if such Eligible Securities are accepted for
exchange by Argentina, such Eligible Securities will be transferred to, or to the order of, Argentina
with full title free from all liens, charges and encumbrances, not subject to any adverse claim and
together with all rights attached thereto,

you will, upon request, execute and deliver any additional documents and/or do such other things
deemed by Argentina or the exchange agent to be necessary or desirable to complete the transfer
and cancellation of the Eligible Securities tendered in your electronic acceptance notice or to
evidence your power and authority to so tender and transfer such Eligible Securities,

you hold, and will hold, until the time of settlement on the Settlement Date, the Eligible Securities
you have tendered blocked in the clearing system through which such securities are held and, in
accordance with the requirements of such clearing system and by the deadline established by such
clearing system, have taken all steps necessary to authorize the blocking of your tendered Eligible
Securities with effect on and from the date your electronic acceptance notice is received by such
clearing system; and, pending the transfer of such Eligible Securities on the relevant Settlement
Date to Argentina or as instructed by Argentina, no transfers of such Eligible Securities may be
effected,

your Eligible Securities are not the subject of any proceedings against Argentina or the trustee or
fiscal agent of such Eligible Securities before any court or arbitral tribunal (including claims for
payment of past due interest, principal or any other amount sought in connection with your
tendered Eligible Securities or for compensation of lawyers’ costs and court fees), except that, to
the extent that your tendered Eligible Securities are the subject of such proceedings, you agree to
abandon the proceedings if and to the extent that your tendered Eligible Securities are exchanged
by or at the direction of Argentina,

to the extent that you have obtained a judgment from any court or tribunal with respect to your
tendered Eligible Securities (including judgments requiring Argentina to make payment of past
due interest, principal or any other amount sought in connection with your tendered Eligible
Securities or for compensation of lawyers’ costs and court fees), you hereby irrevocably waive the
right to enforce such judgment against Argentina or the trustee or fiscal agent of such Eligible
Securities if and to the extent that your tendered Eligible Securities are exchanged by or at the
direction of Argentina, and,

you hereby irrevocably waive all rights awarded and any assets attached for your benefit through
any prejudgment attachment ordered by any court against Argentina or the trustee or fiscal agent
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of such Eligible Securities in connection with your tendered Eligible Securities (including claims
for payment of past due interest or any other amount sought in connection with your tendered
Eligible Securities and legal costs) if and to the extent that your tendered Eligible Securities are
exchanged by or at the direction of Argentina.

Special Tender Procedures With Respect to the Allocation of Pars

Argentina has established the following tender procedures for purposes of implementing the allocation of
Pars described above under “—Limitations on Issuance and Allocation of New Securities—Limits on and
Allocation of Pars.” These procedures apply only to holders that elect to receive Pars pursuant to the Offer.

For each tendering holder’s account, if you tender an Eligible Security in an outstanding principal amount
in excess of U.S.$50,000 equivalent, the custodian through which you hold your Eligible Securities will be required
to split your tender into two tranches:

e one tranche (which we refer to as “tranche A”) will comprise the outstanding principal amount of your
tendered Eligible Security up to and including U.S.$50,000 equivalent;

o the second tranche (which we refer to as “tranche B”’) will comprise the outstanding principal amount
of your tendered Eligible Security in excess of U.S.$50,000 equivalent.

To the extent possible, for each security tendered your custodian will group all tranche A tenders and all tranche B
tenders from various holder accounts into two separate baskets (which we refer to as “basket A” and “basket B,”
respectively), and submit those tenders to the relevant clearing system or intermediate custodian, as the case may be.

To benefit from an early tender allocation of Pars, your duly completed acceptance notice must be
received by a principal clearing system through which you tender your Eligible Securities, in the manner
defined by such principal clearing system, by no later than the Early-tender Deadline.

The clearing systems, direct participants and custodians may prejudice a tendering holder’s ability to
receive Pars if they do not comply with the tendering procedures described above. None of Argentina, any
international joint dealer manager, the information agent, the exchange agent or the Luxembourg exchange agent
will be responsible for any failure by any such custodian to comply with these tendering procedures. Additionally,
each of the international joint dealer managers and Argentina may request further information to confirm the
eligibility of each custodian basket A or basket B submission.

Special Tender Procedures With Respect to the Allocation of Quasi-pars

For purposes of implementing the allocation of Quasi-pars described above under “—Limitations on
Issuance and Allocation of New Securities—Limits on and Allocation of Quasi-pars,” the clearing systems will be
required to submit to the exchange agent, on a daily basis, all tenders of holders that elect to receive Quasi-pars.
Direct participants in the clearing systems and other custodians should similarly submit any such tender up the chain
of tender on a daily basis.

If you wish to receive Quasi-pars, you should submit your duly completed acceptance notice to a
principal clearing system, in the manner defined by such principal clearing system, as soon as practicable
after the Launch Date, since Quasi-pars will be allocated on a daily first-come first-served basis.

The clearing systems, direct participants and custodians may prejudice a tendering holder’s ability to
receive Quasi-pars if they do not comply with the tendering procedures described above. None of Argentina, any
international joint dealer manager, the information agent or the exchange agent will be responsible for any failure by
the clearing systems, direct participants or custodians to comply with these tendering procedures.

You Must Hold an Account, Either Directly or Indirectly, at DTC, Euroclear, Clearstream, Luxembourg
or Caja de Valores, as applicable, to Receive New Securities Upon Settlement of the Offer
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As described below under “Description of the New Securities — Registration and Book-Entry System,”
New Securities denominated in U.S. dollars (other than U.S. dollar-denominated New Securities governed by
Argentine law) will be registered in the name of a nominee of, and deposited with a custodian for, DTC. You may
hold beneficial interests in these New Securities directly, if you have an account at DTC, or indirectly, through a
financial institution that has an account at DTC. Each of Euroclear and Clearstream, Luxembourg participate in
DTC through their New York depositaries. Caja de Valores has an account with each of these clearing systems.

Euro-denominated New Securities will be deposited with a common depositary of Euroclear and
Clearstream, Luxembourg and registered in the name of a nominee of that common depositary. You may hold a
beneficial interest in euro-denominated New Securities directly if you have an account with either of these clearing
systems, or indirectly, through a financial institution that has an account with either of these clearing systems,
including Caja de Valores.

New Securities governed by Argentine law will be registered in the name of CRYL. You may hold a
beneficial interest in these securities directly, if you have an account with CRYL, or indirectly, through a financial
institution that has an account with CRYL, including Caja de Valores.

The direct participant that submits your tender must specify in your electronic acceptance notice an account
at DTC, Euroclear, Clearstream, Luxembourg or Caja de Valores, as applicable, where you will receive your New
Securities and any cash payments to which you are entitled upon settlement of the Offer. If you hold your Eligible
Securities through a broker, dealer, bank, trust company, trustee or other custodian, you must confirm that such
custodian holds an account, either directly or indirectly, in one of these clearing systems. If your custodian does not
hold such an account, it will have to establish one for purposes of receiving your New Securities prior to submitting
tenders. Alternatively, you may open an account with a different custodian that has, either directly or indirectly, an
account at DTC, Euroclear, Clearstream, Luxembourg or Caja de Valores, as the case may be, where your New
Securities and any cash payments to which you are entitled can be credited upon settlement of the Offer. In such
case, to ensure that the proper account information is communicated to the exchange agent, you should either:

(1) transfer your Eligible Securities to the new custodian prior to tendering your Eligible Securities, and carry out
such tender through such custodian, or (ii) clearly indicate the account information in the tender instructions you
deliver to your old custodian.

Procedures for Withdrawal of Tenders

If Argentina grants withdrawal rights as provided above under “—Irrevocability; Limited Withdrawal
Rights,” you, or a direct participant on your behalf, may withdraw your tender by submitting an electronic
withdrawal notice to the principal clearing system through which you submitted your tender. Upon receiving such
instructions the principal clearing system will deliver a notice of withdrawal to the exchange agent, whereupon the
exchange agent will instruct the principal clearing system to transfer the Eligible Securities you wish to withdraw to
the direct participant’s account at the clearing system.

In addition, if you have tendered cash to Caja de Valores in lieu of any missing interest or principal
coupons corresponding to the strippable securities listed above under “Tender Procedures—Procedures for Holders
of Strippable Securities,” the exchange agent will, upon receipt of the notice of withdrawal, instruct Caja de Valores
to transfer such cash amount in accordance with your written instructions.

For the withdrawal of your tender to be effective, the exchange agent must receive your written notice of
withdrawal within 15 calendar days from the date Argentina first publicly announces (by means of a press release
through the news services) the granting of withdrawal rights.

If you hold your Eligible Securities through a custodian or other securities intermediary, you must instruct
that custodian to arrange for the valid submission of an electronic withdrawal notice to the relevant principal
clearing system.

Any Eligible Security properly withdrawn will be deemed to be not validly tendered for purposes of the
Offer.



Argentina can offer no assurance that any custodian, direct participant or clearing system (including the
principal clearing systems) will follow the procedures necessary to withdraw your tender, as these procedures are
entirely within such parties’ discretion.

Special Instructions for Withdrawal of Tenders Through DTC
If your tender was submitted through a direct participant in DTC, your electronic withdrawal notice must:

e specify the DTC Voluntary Offer Instruction (V.0.1.) Number, the name of the participant from whose
account such Eligible Securities were tendered for exchange and such participant’s account number at
DTC to be credited with the withdrawn Eligible Securities;

e contain a description of the Eligible Securities to be withdrawn (including the principal amount in
whole to be withdrawn); and

e  be submitted through ATOP by such participant in the same manner as the applicable agent’s message,
or be accompanied by evidence satisfactory to Argentina that the person withdrawing the tender has
succeeded to the beneficial ownership of such Eligible Securities.

Procedures Upon Rejection of Tenders or Termination of Offer

If Argentina accepts less than all of the tenders, then with respect to any tenders not so accepted, Argentina
will instruct the exchange agent to instruct the principal clearing system through which such tenders were submitted
to transfer such Eligible Securities to the originating direct participant’s account at such clearing system as soon as
practicable after the Settlement Date. In addition, Argentina will instruct the exchange agent to instruct Caja de
Valores to return to you any cash you tendered in lieu of any missing interest or principal coupons corresponding to
the strippable securities listed above under “Tender Procedures—Procedures for Holders of Strippable Securities”
by transferring such cash amount in accordance with your written instructions, as soon as practicable after the
Settlement Date.

If Argentina terminates the Offer without accepting any tenders, all tenders shall automatically be deemed
rejected.

Argentina can offer no assurance that any custodian, direct participant or clearing system (including the
principal clearing systems) will follow the procedures necessary to reflect the rejection of your tender, as these
procedures are entirely within such parties’ discretion. Argentina’s rejection of your tender will be effective even if
these parties do not comply with these procedures.

Irregularities

All questions regarding the validity, form and eligibility, including time of receipt or revocation or revision,
of any acceptance notice or tender will be determined by Argentina in its sole discretion, which determination will
be final and binding. Argentina reserves the absolute right to reject any and all acceptance notices and tenders not
timely made or in proper form or for which any corresponding agreement by Argentina to exchange would, in the
opinion of Argentina’s counsel, be unlawful. Argentina also reserves the absolute right to waive any of the
conditions of the Offer or defects in acceptance notices and tenders. None of Argentina, any international joint
dealer manager, the exchange agent, the Luxembourg exchange agent or the information agent shall be under any
duty to give notice to you, as the tendering holder, of any irregularities in any acceptance notices, tenders or
exchanges, nor shall any of them incur any liability for the failure to give such notice.

Announcements
Information about the Offer and all announcements in connection with the Offer will be displayed on the

Offer Website and, to the extent provided in this prospectus supplement, issued by press release to the news
services. In addition, Argentina will publish notices in The Wall Street Journal, the Financial Times and a
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newspaper with general circulation in Luxembourg (which Argentina expects to be the Luxemburger Wort or the
Tageblatt) regarding the Offer. These notices will, among other things, include the names of the international joint
dealer managers, the information agent, the Luxembourg exchange agent and the exchange agent. Argentina will
also make available and publish information in certain non-U.S. jurisdictions in the form and manner required in
such jurisdictions.

Settlement

The Settlement Date for the Offer, if any, is expected to be April 1, 2005, or as soon as practicable
thereafter (unless postponed or the Submission Period is extended or earlier terminated). Settlement will not occur
unless the exchange agent receives a certificate from the international joint dealer managers confirming that
payment in full of the fees and expenses of the international joint dealer managers has been delivered.

On the Settlement Date, if Argentina has accepted your tender:

¢  Good and marketable title to your tendered Eligible Securities, free and clear of all liens, charges,
claims, encumbrances, interests, rights of third parties and restrictions of any kind will transfer to
Argentina.

e Inreturn you will receive, solely by credit to the account at DTC, Euroclear, Clearstream, Luxembourg
or Caja de Valores designated in your electronic acceptance notice, the New Securities and any cash
payments to which you are entitled.

To the extent you are entitled to receive on the Settlement Date a cash payment of accrued interest in
accordance with the terms of your New Securities, such amount will be credited in same-day funds to the account at
DTC, Euroclear, Clearstream, Luxembourg or Caja de Valores, as the case may be, designated in your electronic
acceptance notice. If, on the other hand, the terms of your New Securities provide that such accrued interest must
instead be capitalized, the principal amount of the corresponding New Securities that you receive will be increased
by such amount. See “Description of the New Securities” for a description of the manner and schedule of payment
of interest under the New Securities.

If you tendered Par Brady Bonds and Discount Brady Bonds you will receive the Cash Value on those
bonds as soon as practicable after the Brady Collateral is redeemed, which may be after the Settlement Date, by
credit to the account at DTC, Euroclear, Clearstream, Luxembourg or Caja de Valores, as the case may be,
designated in your electronic acceptance notice.

If necessary to facilitate the settlement of the Offer, the settlement of the Offer may take up to seven
business days. This would have no effect on the New Securities that you may receive in the Offer. A “business
day” for this purpose is any day that is not a Saturday or Sunday, and that is not a day on which banking or trust
institutions are authorized generally or obligated by law, regulation or executive order to close in New York City or
Buenos Aires, and that is also a day on which the Trans-European Automated Real-Time Gross Settlement Express
Transfer (TARGET) System, or any successor system, is open for business.

The determination by Argentina of the consideration to be received by tendering holders (including the
allocation of Pars and Quasi-pars as described above under “—Limitation on Issuance and Allocation of New
Securities”) and any other calculation or quotation made with respect to the Offer shall be conclusive and binding on
you, absent manifest error.

Governing Law and Jurisdiction

Each acceptance notice submitted in a jurisdiction in which the Offer is being extended on the basis of this
prospectus supplement shall be governed by and construed in accordance with the laws of the State of New York
without regard to principles of conflicts of laws. By submitting an acceptance notice, you (and the direct participant
on your behalf) irrevocably and unconditionally agree for the benefit of Argentina, the international joint dealer
managers, the information agent, the Luxembourg exchange agent and the exchange agent that the U.S. state or
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federal courts sitting in the borough of Manhattan, the City of New York, are to have jurisdiction to settle any
disputes which may arise out of or in connection with the Offer or any of the documents referred to in this
prospectus supplement and that, accordingly, any suit, action or proceedings arising out of or in connection with the
foregoing may be brought in such courts.

Market for the Eligible Securities and New Securities
Eligible Securities

Argentina intends to cancel all Eligible Securities it acquires pursuant to the Offer. Eligible Securities not
exchanged pursuant to the Offer will remain outstanding. To the extent permitted under the rules of the relevant
stock exchanges, following consummation of the Offer, Argentina may discontinue the listing of any series of
Eligible Securities on the various stock exchanges in which such series are currently listed, including (but not
limited to) the Luxembourg Stock Exchange, the Buenos Aires Stock Exchange and the Mercado Abierto
Electronico. The exchange of Eligible Securities of any series pursuant to the Offer and the cancellation of such
Eligible Securities will reduce the aggregate principal amount of Eligible Securities of the applicable series that
otherwise might trade in the market. This could adversely affect the liquidity and market value of any Eligible
Securities of that series not exchanged pursuant to the Offer. The potential delisting of any series of Eligible
Securities may exacerbate the adverse effect of the reduction in outstanding Eligible Securities, since Eligible
Securities of that series would lack an active trading market or published secondary market price quotations. As a
result, if you elect not to participate in the Offer, it may become more difficult for you to trade your Eligible
Securities.

So long as any series of Eligible Securities is listed on the Luxembourg Stock Exchange, Argentina
undertakes to promptly inform the Luxembourg Stock Exchange of the cancellation of any Eligible Securities of that
series.

New Securities

Each series of New Securities is a new issue of securities with no established trading market. Argentina
has been advised by the international joint dealer managers that they intend to make a market in the New Securities
but are not obligated to do so and may discontinue market making at any time without notice. Argentina has applied
to list each series of Pars, Discounts and GDP-linked Securities on the Luxembourg Stock Exchange and will apply
to list the New Securities on the Buenos Aires Stock Exchange and on the Mercado Abierto Electronico. Argentina
intends to make an application to list each series of euro-denominated and U.S. dollar-denominated Pars, Discounts
and GDP-linked Securities on a regulated market organized and managed by Borsa Italiana S.p.A., provided all
requirements for such listing are met; however, we can offer no assurance that such application, if made, will be
approved before the Settlement Date or at all. No assurance can be given as to the liquidity of the trading market for
any series of the New Securities. The price at which each series of the New Securities will trade in the secondary
market is uncertain.

Trading in the Pars, Discounts and GDP-linked Securities on the Luxembourg Stock Exchange will be in
accordance with all applicable rules and regulations of the Luxembourg Stock Exchange. Any Pars, Discounts and
GDP-linked Securities traded on the Luxembourg Stock Exchange will be freely negotiable and transferable (except
as provided under “Description of the New Securities”).

Terms of Offer; Methodology; No Recommendation

In defining the financial terms of the Offer, Argentina has observed certain principles of debt sustainability
and inter-creditor equity. Still, emerging from the most serious economic crisis in its history, Argentina seeks to
achieve debt reduction in the magnitude it considers necessary to create the basis for future fiscal stability and long-
term debt sustainability. Argentina has calculated exchange ratios for each series of Eligible Securities in as
equitable a manner as it deemed practicable in view of the immense complexity of the financial and other
considerations relevant to these calculations. Argentina has also designed the terms of the New Securities in a



manner which it believes balances the country's economic needs and constraints with the various preferences of
investors, and it has sought to provide equitable access to the New Securities by investors.

Nonetheless, the calculation of the Eligible Amount, the exchange ratio between each type of Eligible
Securities and the New Securities, the interest rates of the New Securities, the currency conversion rates and cash
payments to be made in connection with the Offer are based, at least in part, on criteria determined by Argentina
representing one of several possible approaches and methodologies. Argentina has thus made determinations about
methodology, calculations and other parameters of the Offer that are necessarily subjective in nature. Moreover, we
can offer no assurance that the rate of Argentina’s economic growth will meet current assumptions or that Argentina
will achieve long-term debt sustainability. Consequently, you should independently make an assessment of the
terms of the Offer. See the section in the accompanying prospectus entitled “Risk Factors—Risk Factors Relating to
Argentina—Economic Risks” for a discussion of various factors that could affect Argentina’s future economic
prospects.

None of Argentina, any international joint dealer manager, the information agent, the exchange agent, the
Luxembourg exchange agent or the clearing system through which you may tender your Eligible Securities
expresses any opinion regarding:

e the fairness of the terms of the Offer,

e the accuracy or fairness of the values that result from the methodology for calculations and the setting
of other parameters of the Offer, or

e  whether you should participate in the Offer by tendering your Eligible Securities or refrain from doing
so.

In addition, no one has been authorized by Argentina to make any recommendation of any kind regarding
your participation in the Offer or regarding any term, or the fairness or value of any aspect of the Offer.

Repurchases of Eligible Securities That Remain Outstanding; Subsequent Exchange Offers

Argentina reserves the right, in its absolute discretion, to purchase, exchange, offer to purchase or
exchange, or enter into a settlement in respect of any Eligible Securities that are not exchanged pursuant to the Offer
(in accordance with their respective terms) and, to the extent permitted by applicable law, purchase or offer to
purchase Eligible Securities in the open market, in privately negotiated transactions or otherwise. Any such
purchase, exchange, offer to purchase or exchange or settlement will be made in accordance with applicable law.
The terms of any such purchases, exchanges, offers or settlements could differ from the terms of the Offer. Holders
of New Securities will be entitled to participate in any voluntary purchase, exchange, offer to purchase or exchange
extended to or agreed with holders of Eligible Securities not exchanged pursuant to the Offer as described below
under “Description of the New Securities—Rights Upon Future Offers.”
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DESCRIPTION OF THE NEW SECURITIES

This prospectus supplement describes the terms of the New Securities in greater detail than the
accompanying prospectus and may provide information that differs from the prospectus. If the information in this
prospectus supplement differs from the prospectus, you should rely on the information in this prospectus
supplement.

Argentina will issue the New Securities under either a trust indenture or an Argentine government decree.
New Securities governed by New York law or English law will be issued under the trust indenture to be executed
between Argentina and The Bank of New York, as U.S. — European trustee. New Securities issued under Argentine
law will not be issued under the trust indenture but rather under Decree No. 1735/04, issued by Argentina on
December 9, 2004 (the “Issuance Decree”). Although the trust indenture and the Issuance Decree contain many
similar terms, a number of their terms differ, in some cases, significantly, as a result of differences in applicable law
and local market practice. See “Risk Factors” beginning on page S-29.

The information contained in this section summarizes some of the terms of the New Securities, the trust
indenture and the Issuance Decree. Because this is a summary, it does not contain all of the information that may
be important to you as a potential investor in the New Securities. Argentina, therefore, urges you to read the trust
indenture, the Issuance Decree and the form of the securities in making your investment decision. Argentina has
filed or will file copies of these documents with the United States Securities and Exchange Commission and will also
file copies of these documents at the offices of each of the U.S. — European trustee, the Luxembourg listing agent
and the Luxembourg exchange agent, where they will be made available to you.

General Terms Common to All New Securities

The New Securities will:

e pay interest and principal (or, in the case of GDP-linked Securities, make payments in accordance with

their terms) to persons in whose names the New Securities are registered at the close of business on the

fifteenth calendar day preceding the corresponding payment date,

e not be redeemable before maturity (although they may amortize or expire as described below) and not
be entitled to the benefit of any sinking fund,

e  be direct, unconditional, unsecured and unsubordinated obligations of Argentina,
e be represented by one or more global securities in fully registered form only, without coupons,
e be available in definitive form only under certain limited circumstances (as described below),

e be issued in denominations of one unit of the currency in which your New Securities are denominated
and integral multiples thereof, and

e represent a claim to their full principal at maturity (plus accrued and unpaid interest) or upon earlier
acceleration in accordance with the terms, provided that there are no principal payments in respect of
GDP-linked Securities.

General Terms of the Pars
The Pars will:
e  mature on December 31, 2038,

e be issued in a maximum aggregate principal amount of approximately
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— U.S.$10.0 billion or the equivalent in other currencies, if the aggregate Eligible Amount of
Eligible Securities tendered and accepted pursuant to the Offer and, if concurrent with the Offer,
the offer in Japan, is less than or equal to 70% (U.S.$57.3 billion equivalent) of the aggregate
Eligible Amount of all outstanding Eligible Securities, or

— U.S.$15.0 billion or the equivalent in other currencies, if the aggregate Eligible Amount of
Eligible Securities tendered and accepted pursuant to the Offer and, if concurrent with the Offer,
the offer in Japan, is greater than 70% (U.S.$57.3 billion equivalent) of the aggregate Eligible
Amount of all outstanding Eligible Securities.

For purposes of determining these amounts, Pars issued in currencies other than U.S. dollars will be
converted into U.S. dollars based on exchange rates in effect on December 31, 2003.

Argentina will pay principal in twenty equal payments, except that in the case of peso-denominated
Pars, payment amounts will be adjusted for inflation based on CER. Argentina will pay the first
nineteen installments on March 31 and September 30 of each year, commencing on September 30,
2029 and the last installment on December 31, 2038. Annex B to this prospectus supplement contains
a schedule for principal payments on Pars denominated in U.S. dollars,

bear interest, computed on the basis of a 360-day year of twelve 30-day months, accruing as follows:

Currency
From and
including To but excluding U.S. dollars Euro Pesos
December 31,2003 March 31, 2009 1.33% 1.20% 0.63%
March 31, 2009 March 31, 2019 2.50% 2.26% 1.18%
March 31, 2019 March 31, 2029 3.75% 3.38% 1.77%
March 31, 2029 December 31, 2038 5.25% 4.74% 2.48%

and,

pay interest in cash (in the currency in which your Pars are denominated) on the Settlement Date and
on March 31 and September 30 of each year and on December 31, 2038. Interest accrued on Pars from
and including December 31, 2003, to but excluding March 31, 2005, will be paid in cash on the
Settlement Date. The payment on the first interest payment date following the Settlement Date will
consist of interest accrued from and including March 31, 2005, to but excluding such payment date.

General Terms of the Discounts

The Discounts will:

mature on December 31, 2033,

pay principal in twenty equal semi-annual payments on June 30 and December 31 of each year,
commencing on June 30, 2024, except that in the case of peso-denominated Discounts, payment
amounts will be adjusted for inflation based on CER. The twenty equal semi-annual payments will
include the capitalized amounts accrued prior to the first amortization date. Because part of the
interest on the Discounts is capitalized (as described below), the principal amount of the Discounts will
change over time. Annex B to this prospectus supplement contains a schedule for principal payments
on Discounts denominated in U.S. dollars,
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bear interest, computed on the basis of a 360-day year of twelve 30-day months, accruing from and
including December 31, 2003, to and including December 31, 2033, as follows:

Currency Denomination Annual Interest Rate
ULS. dOIIATS. .. 8.28%
BUTO. .o 7.82%
PESOS ..o 5.83%

Part of the interest accrued prior to December 31, 2013, will be paid in cash and part will be
capitalized. This means that on the relevant payment date the portion of interest that is capitalized is
not paid in cash but instead is added to the amount of principal of your Discounts, and future
calculations of interest are based on this adjusted amount of principal. Cash payments will be made in
the currency in which your Discounts are denominated. The table below sets forth the annual rates of
interest on the Discounts, broken down to reflect the portion that will be paid in cash and the portion
that will be capitalized:

Currency
U.S. dollars Euro Pesos
From and including To but excluding. Cash Capitalized Cash Capitalized Cash Capitalized
December 31, 2003 December 31, 2008 3.97% 4.31% 3.75% 4.07% 2.79% 3.04%
December 31, 2008 December 31, 2013 5.77% 2.51% 5.45% 2.37% 4.06% 1.77%
December 31, 2013 December 31, 2033 8.28% 0.00% 7.82% 0.00% 5.83% 0.00%

and,

pay interest in the manner provided above on the Settlement Date and on June 30 and December 31 of
each year. For Discounts, the portion of interest that would have been payable in cash on June 30,
2004, and December 31, 2004, will be paid in cash on the Settlement Date. The portion of interest that
would have been capitalized on June 30, 2004, and December 31, 2004, will be capitalized as of such
dates. The principal amount of Discounts you receive upon settlement of the Offer will include the
original principal amount to which you are entitled p/us such capitalized interest. Interest that will be
payable in cash and interest to be capitalized on the first interest payment date following the Settlement
Date will consist of interest accrued from and including December 31, 2004, to but excluding such
interest payment date.

General Terms of the Quasi-pars

The Quasi-pars will:

mature on December 31, 2045,

be issued in a maximum aggregate original principal amount of approximately Ps.24.3 billion,
be denominated only in pesos,

not be transferable for one year after the Settlement Date,

pay principal in twenty equal semi-annual payments on June 30 and December 31 of each year,
commencing on June 30, 2036; payment amounts will be adjusted for inflation based on CER,
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e  bear interest, computed on the basis of a 360-day year of twelve 30-day months, accruing from and
including December 31, 2003, to but excluding December 31, 2045, at a rate per annum equal to
3.31%.

e Interest accrued on or before December 31, 2013, will be capitalized. After December 31, 2013,
Argentina will make interest payments in cash. Accordingly, you will not receive cash payments on
your Quasi-pars until June 30, 2014, but instead, the amount of principal of your Quasi-pars will be
increased, on the relevant interest payment dates, by the amount of interest accrued during the
immediately preceding interest period. Cash payments will be made in pesos,

e pay interest in the manner provided above on June 30 and December 31 of each year. Interest accrued
on Quasi-pars that would have been capitalized on June 30, 2004, and December 31, 2004, will be
capitalized as of such dates. The principal amount of Quasi-pars you receive upon settlement of the
Offer will include the original principal amount to which you are entitled p/us such capitalized interest.
Interest to be capitalized on the first payment date following the Settlement Date will consist of interest
accrued from and including December 31, 2004, to but excluding such interest payment date.

e will be governed by Argentine law.
General Terms of the GDP-linked Securities
The GDP-linked Securities will:
e expire on the earlier of December 15, 2035 and the date the payment cap (as defined below) is reached,

e be issued as a single unit with the underlying Pars, Discounts or Quasi-pars. During the period of 180
days following the first day of the Settlement Date, each GDP-linked Security will remain attached to
and trade as a single unit with the underlying Par, Discount or Quasi-par. Upon expiration of this 180-
day period, the GDP-linked Securities and the underlying Pars, Discounts or Quasi-pars will
automatically detach and will no longer constitute a single unit. Thereafter, the GDP-linked Securities
will trade independently from the underlying Pars, Discounts or Quasi-pars. If the first day of the
Settlement Date occurs as scheduled on April 1, 2005, then the GDP-linked Securities will detach from
the underlying Pars, Discounts or Quasi-pars on September 28, 2005,

e have a notional amount equal to the corresponding Eligible Amount of Eligible Securities tendered and
accepted. If the Eligible Securities tendered and accepted are not in the same currency as the GPD-
linked Securities you are entitled to receive, the corresponding notional amount of the GDP-linked
Securities will be determined using exchange rates in effect on December 31, 2003,

e not evidence any principal. Except as provided below, holders will not receive any payments during
the life or upon the expiration of their GDP-linked Securities,

e  be paid in the currency of the New Security to which the GDP-linked Securities are initially attached,
which may be U.S. dollars, euro or pesos,

e be paid on December 15 of each year following the relevant reference year (as set forth below), for
reference years commencing in 2005 and ending in 2034. The first payment, if any, will occur on
December 15, 2006. The calculation date for the GDP-linked Securities will be November 1 of each
year following the relevant reference year, commencing on November 1, 2006.

e subject to the conditions specified below, entitle holders to the following payments: On each payment
date, holders of GDP-linked Securities will be entitled to receive payments in an amount equal to
Available Excess GDP (as defined below) for the corresponding reference year, multiplied by the
aggregate notional amount of GDP-linked securities they hold. “Available Excess GDP” is an amount
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per unit of currency of notional amount of GDP-linked Securities, determined in accordance with the
following formula:

Available Excess GDP = (0.05 x Excess GDP) x unit of currency coefficient

where:

— the “unit of currency coefficient” is as set forth in the following table:

Unit of
Currency Currency Coefficient
U.S. dollars.......cccevveereneenenencns 1/81.8 = 0.012225
EUTO. .o 1/81.8 x (1/.7945) = 0.015387
PeSOS .o 1/81.8x (1/2.91750) = 0.004190

The unit of currency coefficient represents the proportion that one GDP-linked security with a
notional amount of one unit of currency bears to the aggregate Eligible Amount of all Eligible
Securities outstanding as of the date of this prospectus supplement (approximately U.S.$81.8
billion), calculated using exchange rates in effect on December 31, 2003,

— “Excess GDP” for any reference year is the amount, if any, by which Actual Real GDP (as defined
below), converted to nominal pesos, exceeds the Base Case GDP (as defined below), converted to
nominal pesos. Excess GDP will be expressed in billions of nominal pesos,

o “Base Case GDP” is the base case gross domestic product for each reference year, as set
forth in the following chart:

Base Case GDP Base Case GDP

(1993 pesos (1993 pesos

Reference Year in millions) Reference Year in millions)
2005 287,012.52 2020 458,555.87
2006 297,211.54 2021 472,312.54
2007 307,369.47 2022 486,481.92
2008 317,520.47 2023 501,076.38
2009 327,968.83 2024 516,108.67
2010 338,675.94 2025 531,591.93
2011 349,720.39 2026 547,539.69
2012 361,124.97 2027 563,965.88
2013 372,753.73 2028 580,884.85
2014 384,033.32 2029 598,311.40
2015 395,554.32 2030 616,260.74
2016 407,420.95 2031 634,748.56
2017 419,643.58 2032 653,791.02
2018 432,232.88 2033 673,404.75
2019 445,199.87 2034 693,606.89

The Base Case GDP will be adjusted in accordance with any changes to the year of base
prices for calculating real gross domestic product (currently 1993), as described below.
For a discussion of the evolution of Argentina’s GDP from 1999 through the third quarter
0f 2004, see “The Argentine Economy—Gross Domestic Product” on pages 43-47 of the
accompanying prospectus.

o “Actual Real GDP” is the gross domestic product of Argentina in constant pesos for each
calendar year as published by the Instituto Nacional de Estadistica y Censos (“INDEC”).
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Actual Real GDP is currently calculated by INDEC using 1993 as the year of base prices.
If in any year, the year of base prices for calculating Actual Real GDP is changed by
INDEC, the Base Case GDP will be adjusted accordingly. For example, if INDEC
changes the year of base prices from 1993 to 2000, and if Actual Real GDP for 2006
using 1993 prices were X, and using 2000 prices were Y, then the Base Case GDP would
equal (i) the Base Case GDP as per chart above, (ii) multiplied by a fraction, the
numerator of which is Y and the denominator of which is X.

For purposes of determining Excess GDP for any reference year, each of the Actual Real GDP and
Base Case GDP for that reference year will be converted into nominal pesos by multiplying each
by a fraction, the numerator of which is the GDP Deflator (as defined below) for the reference
year and the denominator of which is the GDP deflator for the year of base prices used to calculate
Actual Real GDP and Base Case GDP for that reference year. As noted above, 1993 is currently
the year of base prices, and the GDP Deflator for that year is one.

The “GDP Deflator” for any given year is the quotient that results from dividing the Actual
nominal GDP for that year by Actual Real GDP for the same year, in each case as published by
INDEC.

For purposes of effecting payments on GDP-linked Securities, the Available Excess GDP will be
converted to the relevant payment currency using the average free market exchange rate of pesos to the
applicable payment currency during the 15 calendar days preceding December 31 of the relevant
reference year.

All calculations of payments (if any) will be performed by the Ministry of Economy and Production of
the Republic of Argentina, and any announcement of payment amounts will be made through the U.S.
— European trustee or publication as described below under “—Notices.”

Annex F to this prospectus supplement contains sample calculations related to payments on GDP-
linked Securities.

no longer be entitled to any payments if the total amount paid, during the life of the GDP-linked
Securities, per unit of GDP-linked Security exceeds 0.48, measured per unit of currency. We refer to
this amount as the “payment cap for GDP-linked Securities.” For example, if you receive GDP-linked
Securities in a notional amount equal to U.S.$1 million, the payment cap for your GDP-linked
Securities would equal U.S.$480,000.

If the payment cap for a GDP-linked Security is reached in a payment year prior to the scheduled
expiration of the GDP-linked Securities, the GDP-linked Securities will be deemed to have expired in
such year.

If, for any given year, the aggregate payment due under a GDP-linked Security is greater than the
amount remaining under the payment cap for that security, then the remaining amount available under

the payment cap for that GDP-linked Security will be distributed to the holder of that security.

be entitled to payments by Argentina in respect of any given reference year only if the following three
conditions are met:

—  for the reference year, Actual Real GDP exceeds Base Case GDP;
—  for the reference year, annual growth in Actual Real GDP exceeds the growth rate in Base Case

GDP for such year (for your reference, the Base Case GDP for 2004 is Ps.275,276.01 million,
measured in 1993 pesos); and
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— total payments made on a GDP-linked Security do not exceed the payment cap for that GDP-
linked Security.

Annual growth of “Actual Real GDP” will be calculated by dividing Actual Real GDP for the
reference year by the Actual Real GDP for the year preceding the reference year, minus one. For
purposes of this calculation, the Actual Real GDP for the reference year and the preceding year will be
measured using the same year of base prices, with Actual Real GDP for the year preceding the
reference year adjusted, if necessary, to reflect any changes in the year of base prices implemented
during such reference year (for an example of how this adjustment is effected see the definition of
Actual Real GDP above).

e be governed by the same law as the New Security to which the GDP-linked Security is initially
attached.

Payments

If any date for an interest or principal payment is not a business day, Argentina will make the payment on
the next business day. Argentina will treat such payments as if they were made on the due date, and no interest on
the New Securities will accrue as a result of the delay in payment.

For the purpose of this section, a “business day” means:

e with respect to U.S. dollar-denominated New Securities (other than U.S. dollar-denominated New
Securities governed by Argentine law), any day that is not a Saturday or Sunday, and that is not a day
on which banking or trust institutions are authorized generally or obligated by law, regulation or
executive order to close in New York City or Buenos Aires,

e with respect to euro-denominated New Securities, any day that is not a Saturday or Sunday, and that is
not a day on which banking or trust institutions are authorized generally or obligated by law, regulation
or executive order to close in Buenos Aires, and that is also a day on which the TARGET system, or
any successor system, is open for business, or

e with respect to peso-denominated New Securities and U.S. dollar-denominated New Securities
governed by Argentine law, any day that is not a Saturday or Sunday, and that is not a day on which
banking or trust institutions are authorized generally or obligated by law, regulation or executive order
to close in New York City or Buenos Aires, and that is also a day on which the TARGET system, or
any successor system, is open for business.

In the case of U.S. dollar-denominated New Securities, except U.S. dollar-denominated New Securities
governed by Argentine law, the U.S.-European trustee will make payments to DTC or its nominee, as the registered
owner of such New Securities, which will receive the funds for distribution to the holders of such New Securities;

In the case of euro-denominated New Securities, the U.S. — European trustee will make payments to the
common depositary for Euroclear or Clearstream, Luxembourg, or its nominee, as the registered owner of such New
Securities, which will receive the funds for distribution to the holders of such new securities;

In the case of peso-denominated New Securities (including Quasi-pars) and U.S. dollar-denominated New
Securities governed by Argentine law, payments will be made to CRYL, which will receive the funds for
distribution to the holders of such New Securities.

Holders of New Securities will be paid in accordance with the procedures of the relevant clearing system
and its direct participants, if applicable. Neither Argentina nor the trustees shall have any responsibility or liability
for any aspect of the records of, or payments made by, the relevant clearing system or its nominee or direct
participants, or any failure on the part of the relevant clearing system or its direct participants in making payments to
holders of the New Securities from the funds they receive. Notwithstanding the foregoing, Argentina’s obligations
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to make payments of principal and interest on the New Securities shall not have been satisfied until such payments
are received by registered holders of the New Securities.

Paying Agents and Transfer Agent

Until each series of the New Securities are paid, the U.S. — European trustee will maintain, at Argentina’s
expense, a trustee paying agent and a transfer agent in New York City and in a Western European city for payment
on and transfers of the New Securities governed by New York law or English law (which will include Luxembourg,
so long as the New Securities are listed on the Luxembourg Stock Exchange and the rules of that exchange so
require). The U.S. — European trustee will also maintain, at Argentina’s expense, a paying agent in a Member State
of the European Union that is not obliged to deduct or withhold tax pursuant to European Council Directive
2003/48/EC or any other Directive implementing the conclusions of the ECOFIN Council meeting of November 26-
27,2002, on the taxation of savings income or any law implementing or complying with, or introduced in order to
conform to, such Directive. The U.S. — European trustee has initially appointed The Bank of New York to serve as
its trustee paying agent and transfer agent in New York City and The Bank of New York (Luxembourg) S.A. to
serve as its trustee paying agent and transfer agent in Luxembourg. The U.S. — European trustee will promptly
provide notice of the termination or appointment of, or of any change in the office of, any trustee paying agent or
transfer agent.

Repurchase of New Securities and Other Debt Obligations with Excess Payment Capacity

Argentina has calculated an annual payment capacity as described below equal to the following amounts
for each of the years indicated:

Annual Payment Capacity
Calendar Year (in millions of U.S. dollars)
2004 ... ettt U.S.$ 891.0
2005 ettt et et e 973.2
2000 ...ttt ettt st 1,007.0
2007 ettt ettt et ettt a e ne e 1,042.2
2008 ..ttt ettt ettt ettt et a e e 1,078.9
20009 .. ettt ettt ettt e e e 1,615.5

We refer to the amounts set forth above as the “annual payment capacity.” These amounts reflect Argentina’s
payment obligations under the Pars, Discounts and Quasi-pars if it were to achieve 100% holder participation in the
Offer and were to issue, in U.S. dollars, (i) the maximum aggregate principal amount of Pars and Quasi-pars
permissible under the terms set forth in this prospectus supplement and (ii) Discounts to the extent demand for Pars
and Discounts exceeded these limits.

We refer to the total amount of payments made under the bullet points below, during any given calendar
year, as “annual eligible debt service”:

e payments made under any New Securities issued pursuant to the Offer,
e payments made under any New Securities issued outside the Offer,

e payments made under any Eligible Securities, if such Eligible Securities are amended subsequent to
the settlement of the Offer, and

e payments made on any Eligible Securities pursuant to any judgment or post-judgment settlement.

We refer to the difference between the annual payment capacity for any given calendar year and the annual
eligible debt service, as the “annual excess payment capacity.”

S-68



Under the terms of the New Securities, Argentina undertakes to apply the annual excess payment
capacity, if any, for any given calendar year through 2009 towards the repurchase of any outstanding New
Securities or other outstanding debt obligations (excluding Eligible Securities not tendered or accepted
pursuant to the Offer, or any subsequent offer, nor resulting from Eligible Securities amended subsequent to
the settlement of the Offer). All New Securities or other outstanding debt obligations so repurchased will be
cancelled. Such repurchases would take place no later than twelve months after the end of each such calendar
year. Argentina will determine within its sole discretion which New Securities or other eligible debt
obligations to repurchase. These repurchases may be conducted, at Argentina’s sole discretion, through
a bidding process in which holders of New Securities or other eligible debt obligations are invited to
present competing offers for the sale of their New Securities or other debt obligations, in the secondary
market or otherwise. No holder of New Securities will be entitled to demand that Argentina so
repurchase or offer to repurchase such holder’s New Securities.

Argentina will announce any such repurchases to be conducted through a bidding process by publishing
prior notice in various newspapers as described under “Description of the New Securities—Notices.”

Repurchase of New Securities with Excess GDP

Under the terms of the New Securities, in respect of any reference year from 2005 through 2010, Argentina
undertakes to apply towards the repurchase of any outstanding New Securities, 5% of the Excess GDP for the
relevant reference year. All New Securities so repurchased will be cancelled. Such repurchases would take place
during the calendar year following the calculation date (as defined above) for the relevant reference year.

Argentina will determine within its sole discretion which New Securities to repurchase. These repurchases
may be conducted, at Argentina’s sole discretion, through a bidding process in which holders of New
Securities are invited to present competing offers for the sale of their New Securities, in the secondary market
or otherwise. No holder of New Securities will be entitled to demand that Argentina so repurchase or offer to
repurchase such holder’s New Securities.

Argentina will announce any such repurchases to be conducted through a bidding process by publishing
prior notice in various newspapers as described under “Description of the New Securities—Notices.”

Rights Upon Future Offers

Under the terms of the Pars, Discount and Quasi-pars, if following the expiration of the Offer until
December 31, 2014, and except as provided below, Argentina voluntarily makes an offer to purchase or exchange or
solicits consents to amend any Eligible Securities not tendered or accepted pursuant to the Offer, Argentina has
agreed that it will take all steps necessary, including making any required filings, so that each holder of Pars,
Discounts or Quasi-pars will have the right, for a period of at least 30 days following the announcement of such
offer, to exchange any of such holder’s Pars, Discounts or Quasi-pars for (as applicable):

e the consideration in cash or in kind received in connection with such purchase or exchange offer, as the
case may be, or

e securities having terms substantially the same as those resulting from such amendment process,

in each case in accordance with the terms and conditions of such exchange offer or amendment process. For this
purpose, such Pars, Discounts or Quasi-pars will be treated as though they were Eligible Securities that:

e are in the same currency as such Pars, Discounts or Quasi-pars, and
e have an Eligible Amount equal to the Eligible Amount of the Eligible Securities that would have been

originally exchanged for such Pars, Discounts or Quasi-pars pursuant to the Offer (determined by
applying the inverse of the relevant exchange ratio applied in the Offer).
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In order to participate in any such purchase, exchange or amendment process, holder of Pars, Discounts or Quasi-
pars will be required to surrender GDP-linked Securities in a notional amount equal to the Eligible Amount of
Eligible Securities tendered in exchange for such Pars, Discounts and/or Quasi-pars, or, but only if an active trading
market and published secondary market price quotations exist for GDP-linked Securities, pay cash to Argentina in
an amount equal to the market price of that amount of GDP-linked Securities calculated on the market observation
date that is at least six months prior to the announcement of such future transaction. The “market observation date”
for this purpose is any March 31 or September 30, on which dates the trustee will calculate the market price of the
GDP-linked Securities.

The notional amount of GDP-linked Securities that must be surrendered with respect to Pars, Discounts or
Quasi-pars may be determined by applying the inverse of the exchange ratio corresponding to such Pars, Discounts
or Quasi-pars that was applied in the Offer. For instance, a holder of U.S.$1,000 in principal amount of Discounts
would have to surrender GDP-linked Securities in a notional amount equal to approximately U.S.$2,967. This
amount of GDP-linked Securities is determined by applying the inverse of the applicable exchange ratio used in
determining the principal amount of Discounts tendering holders were entitled to receive in exchange for their
Eligible Securities: (1/0.337)x(U.S.$1,000) = U.S.$2,967. For a full listing of applicable exchange ratios see
“Terms of the Offer—Consideration to be Received Pursuant to Tenders (except for Par Brady Bonds and Discount
Brady Bonds)”.

This “Rights upon Future Offers” covenant constitutes a “reserve matter” under the terms of the New
Securities, and any modification, amendment, supplement or waiver to this covenant is a “reserve matter
modification” under the terms of the New Securities issued pursuant to the trust indenture. See “Description of the
Securities—Description of Debt Securities” in the accompanying prospectus for more details on this modification
process.

The right of holders of Eligible Securities to participate in future exchange offers and/or amendment
processes as described above will not apply to any exchange offer conducted pursuant to Decree No. 1,375, relating
to certain exchange offers of Eligible Securities held by Argentine pension funds.

Further Issues

Under the terms of the trust indenture, Argentina may, from time to time without the consent of holders of
the New Securities, create and issue additional debt securities ranking pari passu with the New Securities governed
by New York law or English law and having the same terms and conditions as any series of such New Securities, or
the same except for the amount of the first payment of interest on such additional debt securities. Argentina may
also consolidate the additional debt securities to form a single series with any outstanding series of New Securities
governed by New York law or English law. Any such additional debt securities, however, may not have, for
purposes of U.S. federal income taxation, a greater amount of original issue discount that the relevant series of such
New Securities have as of the date of the issuance of such additional debt securities.

Under the terms of the Issuance Decree, New Securities governed by Argentine law contain no provisions
relating to the creation or issuance by Argentina of additional debt securities, including debt securities that may rank
pari passu with such New Securities or having the same terms and conditions of such New Securities.

Seniority

The New Securities governed by New York law and English law will constitute the direct, unconditional,
unsecured and unsubordinated obligations of Argentina and will rank pari passu and without preference among
themselves, without any preference one over the other by reason of priority of date of issue or currency of payment
or otherwise, and at least equally with all of Argentina’s other present and future unsecured and unsubordinated
External Indebtedness (as defined in the accompanying prospectus under “Description of the Securities—Negative
Pledge”).
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General Terms of New Securities Governed by Argentine Law

Under the terms of the Issuance Decree for New Securities governed by Argentine law, the principal
amount of all Pars, Discounts and Quasi-pars denominated in pesos will be adjusted for inflation based on the
Coeficiente de Estabilizacion de Referencia, or “CER,” a unit of account whose value in pesos is indexed to
consumer price inflation in Argentina, as measured by changes in the consumer price index, or “CPL.” The CER is
published by the Central Bank on a monthly basis. The amount of principal amortizations on any Pars, Discount or
Quasi-pars will be adjusted over time to reflect the CER-adjusted principal amount of these securities. Likewise, the
amount of interest that accrues on these securities will be determined on the CER-adjusted principal amount.

The CER-adjusted principal amount of any peso-denominated Pars, Discount or Quasi-pars will be
determined by the Office of National Public Credit of the Ministry of Economy and Production of Argentina prior to
date on which any principal and/or interest payments on such securities is due (in the case of interest, whether
payable in cash or capitalized). The Office of National Public Credit will determine this CER-adjusted principal
amount by multiplying (x) the original principal amount of the peso-denominated Pars, Discounts or Quasi-pars as
of December 31, 2003, by (y) a fraction, the numerator of which is equal to the CER corresponding to the 10-day
period immediately preceding the relevant payment date, and the denominator of which is the CER corresponding to
the 10-day period immediately preceding December 31, 2003. Argentina will announce any such adjustments to the
outstanding principal amount of any Pars, Discounts or Quasi-pars at least annually by publishing notices in relevant
newspapers, as necessary, as described under “Description of the New Securities—Notices.”

The Issuance Decree does not contain certain covenants granted to holders of New Securities governed by
New York law or English law. Argentina will have no obligation with respect to New Securities governed by
Argentine law (including any Quasi-pars) to pay additional amounts for any withholding of Argentine taxes, duties
or assessments on payments of principal or interest on such New Securities. Nor will New Securities governed by
Argentine law include certain of the covenants set forth in the accompanying prospectus, such as negative pledge or
events of default.

Notices

Argentina will deliver all notices to holders of New Securities by first-class prepaid post to each holder’s
address as it appears in the register for the New Securities and publish all notices, in English, in London’s Financial
Times and New York City’s The Wall Street Journal, and in Spanish, in a newspaper of general circulation in
Argentina. If at any time publication in London and New York as provided above is not practicable, notices will be
valid if published in an English language newspaper with general circulation in the respective market regions as
Argentina, with the approval of the U.S. — European trustee, shall determine.

In addition, in respect of any series of Pars, Discounts or GDP-linked Securities listed on the Luxembourg
Stock Exchange or on a regulated market organized and managed by Borsa [taliana S.p.A4, and as long as such series
is so listed, Argentina will publish all notices, respectively, in a newspaper with general circulation in Luxembourg
(which is expected to be the Luxemburger Wort or the Tageblatt) and a newspaper with general circulation in Italy.
If, in the case of Luxembourg, publication in the Luxemburger Wort or the Tageblatt is not practicable, Argentina
will publish notices in another daily newspaper with general circulation in Luxembourg.

Any notice shall be deemed to have been given on the date of such publication or, if published more than
once or on different dates, on the first date on which publication is made.

Governing Law
The Pars and Discounts will be governed as follows:
e if they are denominated in U.S. dollars, by the laws of the State of New York, unless the Eligible
Securities you tendered for such Pars or Discounts were governed by Argentine law, in which case you

will receive Pars or Discounts governed by Argentine law (whether or not such Pars or Discounts are
denominated in pesos),

S-71



e ifthey are denominated in euro, by English law,
e ifthey are denominated in pesos, by Argentine law.
The Quasi-pars will be governed by Argentine law.

The GDP-linked Securities will be governed by the law that governs the New Securities to which they are
originally attached.

Jurisdiction

Subject to certain exceptions, under the trust indenture and the terms and conditions of the New Securities
issued pursuant thereto, Argentina will submit to the jurisdiction of the following courts in connection with any suit,
legal action or proceeding against Argentina with respect to the New Securities:

o  With respect to any New Securities governed by New York law, Argentina will submit to the
jurisdiction of any New York State or U.S. federal court sitting in the Borough of Manhattan, The City
of New York and the courts of Argentina.

e  With respect to any New Securities governed by English law, Argentina will submit to the jurisdiction
of the courts of England and the courts of Argentina.

In addition, Argentina will agree that a final non-appealable judgment in any proceeding described above
will be binding upon it and may be enforced by a suit upon such judgment in any such courts or in any other courts
that may have jurisdiction over Argentina.

Subject to certain exceptions, the federal courts of the City of Buenos Aires will have jurisdiction over any
suit, legal action or proceeding against Argentina with respect to New Securities governed by Argentine law.

Registration and Book-Entry System

U.S. dollar-denominated New Securities (other than U.S. dollar-denominated New Securities governed
by Argentine law)

New Securities denominated or paid in U.S. dollars (other than U.S. dollar-denominated New Securities
governed by Argentine law) will be represented by interests in one or more permanent global securities in fully
registered form, without interest coupons attached, which will be registered in the name of a nominee for DTC and
which will be deposited on or before the Settlement Date with a custodian for DTC. Financial institutions, acting as
direct and indirect participants in DTC, will represent your beneficial interests in the global security. These
financial institutions will record the ownership and transfer of your beneficial interests through book-entry accounts,
eliminating the need for physical movement of securities.

If you wish to hold securities through the DTC system, you must either be a direct participant in DTC or
hold through a direct participant in DTC. Direct participants include securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations that have accounts with DTC. Caja de Valores is a
direct participant in DTC. Euroclear and Clearstream, Luxembourg participate in DTC through their New York
depositaries. Indirect participants are securities brokers and dealers, banks and trust companies that do not have an
account with DTC, but that clear through or maintain a custodial relationship with a direct participant. Thus,
indirect participants have access to the DTC system through direct participants.

If you so choose, you may hold your beneficial interests in the global security through Caja de Valores,
Euroclear or Clearstream, Luxembourg, or indirectly through organizations that are participants in such systems.
Caja de Valores will hold their participants’ beneficial interests in the global security in its securities accounts with
DTC. Euroclear and Clearstream, Luxembourg will hold their participants’ beneficial interests in the global security
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in their customers’ securities accounts with their depositaries. The depositaries of Euroclear and Clearstream,
Luxembourg in turn will hold such interests in their customers’ securities accounts with DTC.

The laws of some jurisdictions require that certain persons take physical delivery of securities in definitive
form. Such laws may impair the ability to transfer beneficial interests in these New Securities to such persons. The

SEC has on file a set of the rules applicable to DTC and its participants.

In sum, you may elect to hold your beneficial interests in a U.S. dollar-denominated New Security (other
than U.S. dollar-denominated New Securities governed by Argentine law):

e in the United States, through DTC,;
e in Europe, through Euroclear or Clearstream, Luxembourg;

e in Argentina, through Caja de Valores; or

through organizations that participate in such systems.

DTC may grant proxies or authorize its participants (or persons holding beneficial interests in the global
securities through these participants) to exercise any rights of a holder or take any other actions that a holder is
entitled to take under the trust indenture or the New Securities. The ability of Euroclear or Clearstream,
Luxembourg to take actions as a holder of New Securities or the trust indenture will be limited by the ability of their
respective depositaries to carry out such actions for them through DTC. Euroclear, Clearstream, Luxembourg and
Caja de Valores will take such actions only in accordance with their respective rules and procedures.

As an owner of a beneficial interest in the global securities, you will generally not be considered the holder
of any New Securities under the trust indenture for the New Securities.

Euro-denominated New Securities

New Securities denominated in euro will be represented by interests in one or more permanent global
securities in fully registered form, without interest coupons attached, which will be registered in the name of a
nominee of a common depositary of Euroclear and Clearstream, Luxembourg and which will be deposited on or
before the Settlement Date with that common depositary. Financial institutions, acting as direct and indirect
participants in either Euroclear or Clearstream, Luxembourg, will represent your beneficial interests in the global
security. These financial institutions will record the ownership and transfer of your beneficial interests through
book-entry accounts, eliminating the need for physical movement of securities.

If you wish to hold securities through the Euroclear or Clearstream, Luxembourg system, you must either
be a direct participant in Euroclear or Clearstream, Luxembourg or hold securities through a direct participant in
Euroclear or Clearstream, Luxembourg. Direct participants include securities brokers and dealers, banks, trust
companies, clearing corporations and certain other organizations that have accounts with Euroclear or Clearstream,
Luxembourg. Caja de Valores has an account with each of these clearing systems. Indirect participants are
securities brokers and dealers, banks, trust companies and trustees that do not have an account with Euroclear or
Clearstream, Luxembourg, but that clear through or maintain a custodial relationship with a direct participant. Thus,
indirect participants have access to the Euroclear or Clearstream, Luxembourg system through direct participants.

The laws of some jurisdictions require that certain persons take physical delivery of securities in definitive
form. Such laws may impair the ability to transfer beneficial interests in these New Securities to such persons.

In sum, you may elect to hold your beneficial interests in euro-denominated New Securities:
e through Euroclear or Clearstream, Luxembourg;

e in Argentina, through Caja de Valores, or
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e through organizations that participate in such systems.

As an owner of a beneficial interest in the global securities, you will generally not be considered the holder
of any New Securities under the trust indenture.

Peso-denominated New Securities (including Quasi-pars) and U.S. dollar-denominated New Securities
governed by Argentine law

Peso-denominated New Securities (including Quasi-pars) will be registered in the name of CRYL and
deposited with CRYL. You may hold a beneficial interest directly if you have an account with CRYL or indirectly
through an institution that has an account with CRYL (including Caja de Valores). Each of Euroclear and
Clearstream, Luxembourg holds an account with an Argentine depositary, which acts as a link with Caja de Valores.
Caja de Valores has an account with CRYL.

Definitive Securities
Argentina will issue securities in definitive form in exchange for interests in a global security only if:

e aclearing system located in the United States for such series of New Securities notifies Argentina that
it is unwilling or unable to continue as depositary or, ceases to be a clearing agency registered under
the U.S. Securities Exchange Act of 1934, as amended, (which we refer to as the “Exchange Act”), at
the time it is required to be, and Argentina does not appoint a successor depositary with 90 days,

e aclearing system located outside the United States for such series of New Securities is closed for a
continuous period of 14 days, announces an intention permanently to cease business or does in fact do
s0, or is not registered or ceases to be exempt from registration under the Exchange Act,

e atany time Argentina decides it no longer wishes to have all or part of such New Securities
represented by global securities,

o the U.S.-European trustee determines, upon the advice of counsel, that it is necessary to obtain
possession of such New Securities in definitive form in connection with any proceedings to enforce the
rights of holders of such New Securities.

In connection with the exchange of interests in a global security for securities in definitive form under any
of the conditions described above, such global security will be deemed to be surrendered to the trustee for
cancellation, and Argentina will execute, and will instruct the trustee to authenticate and deliver, to each beneficial
owner identified by the relevant clearing system, in exchange for its beneficial interest in such global security, an
equal aggregate principal amount of definitive securities.

If Argentina issues definitive securities, they will have the same terms and authorized denominations as the
New Securities. You will receive payment of principal and interest in respect of definitive securities at the offices of
the U.S.-European trustee in New York City and, if applicable, at the offices of any other trustee paying agent
appointed by the U.S.-European trustee. You may present definitive securities for transfer or exchange according to
the procedures in the trust indenture at the corporate trust office of the U.S.-European trustee in New York City and,
if applicable, at the offices of any other transfer agent appointed by the U.S.-European trustee.

The Luxembourg Stock Exchange will be informed before Argentina issues definitive securities. If
Argentina issues definitive securities, it will publish notices in a newspaper with general circulation in Luxembourg
(which Argentina expects to be the Luxemburger Wort or the Tageblatt) announcing procedures for payments of
principal and interest in respect of or transfer of definitive securities in Luxembourg,

When you surrender a definitive security for transfer or exchange for securities of different authorized form

and denomination, the U.S.-European trustee or the transfer agent, as the case may be, will authenticate and deliver
to you a security or securities of the appropriate form and denomination and of the same aggregate principal amount
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as the security you are surrendering. You will not be charged a fee for the registration of transfers or exchanges of
definitive securities. However, you may be charged for any stamp, tax or other governmental or insurance charges
that must be paid in connection with the transfer, exchange or registration of transfer of definitive securities.
Argentina, the U.S.-European trustee and any other agent appointed by the U.S.-European trustee or Argentina may
treat the person in whose name any definitive security is registered as the owner of such security for all purposes.

If any definitive security becomes mutilated, destroyed, stolen or lost, you can replace it by delivering the
definitive security or evidence of its loss, theft or destruction to the U.S.-European trustee. Argentina and the U.S.-
European trustee may require you to sign an indemnity under which you agree to pay Argentina, the U.S.-European
trustee or any other agent appointed by the U.S.-European trustee for any losses they may suffer relating to the
definitive security that was mutilated, destroyed, stolen or lost. Argentina and the U.S.-European trustee may also
require you to present other documents or proof. After you deliver these documents, if neither Argentina nor the
U.S.-European trustee has notice that a bona fide purchaser has acquired the definitive security you are exchanging,
Argentina will execute, and the U.S.-European trustee will authenticate and deliver to you, a substitute definitive
security with the same terms as the definitive security you are exchanging. You will be required to pay all expenses
and reasonable charges associated with the replacement of this definitive security.

In case any mutilated, destroyed, stolen or lost debt security has become or will become due and payable

within 15 calendar days following its delivery to the U.S.-European trustee for replacement, Argentina may pay such
definitive security instead of replacing it.
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CLEARANCE AND SETTLEMENT

The information in this section concerning DTC, Euroclear, Clearstream, Luxembourg, Caja de Valores,
and CRYL and their book-entry systems has been obtained from sources Argentina believes to be reliable.
Argentina makes no representation or warranty with respect to this information, other than that it has been
accurately extracted and/or summarized from those sources.

Arrangements have been made with each of DTC, Euroclear, Clearstream, Luxembourg, Caja de Valores,
and CRYL to facilitate initial issuance of each series of the New Securities. Transfers within DTC, Euroclear,
Clearstream, Luxembourg, Caja de Valores, and CRYL will be in accordance with the usual rules and operating
procedures of the relevant system.

Although DTC, Euroclear, Clearstream, Luxembourg, Caja de Valores and CRYL have agreed to the
following procedures to facilitate transfers of interests in any series of the New Securities among participants in
DTC, Euroclear, Clearstream, Luxembourg, Caja de Valores and CRYL, as applicable, they are under no obligation
to perform or to continue to perform these procedures and these procedures may be discontinued at any time.
Neither Argentina nor the trustee will have any responsibilities for the performance by DTC, Euroclear,
Clearstream, Luxembourg, Caja de Valores, and CRYL or their respective participants or indirect participants of
their respective obligations under the rules and procedures governing their operations.

The Clearing Systems

General information with respect to each of DTC, Euroclear and Clearstream, Luxembourg is set forth in
the accompanying prospectus (See “Description of the Securities — Description of Debt Securities — Clearing
Systems™).

CRYL

CRYL was created in 1996 for the registration, clearance and settlement of transactions involving Bonos
del Tesoro de Argentina and other debt securities of Argentina governed by Argentine law. CRYL holds Argentine
Treasury securities for its participants and facilitates the clearance and settlement of transactions through electronic
book-entry changes in its participants’ accounts, thereby eliminating the need for physical movement of certificates.
CRYL offers various methods for the settlement of accounts, including delivery against payment, free delivery and
payment, delivery free of payment, and other methods commonly used in the major securities markets worldwide.
As a service arm of the Argentine Central Bank, CRYL is subject to its regulation. Direct participants in CRYL
include agents of the Mercado Abierto Electronico and Caja de Valores.

Caja de Valores

Caja de Valores, a corporation organized under the laws of Argentina, is, with the exception of CRYL,
currently the only authorized securities clearing system in Argentina. Caja de Valores is owned by The Buenos
Aires Stock Exchange, Mercado de Valores and provincial exchanges and is regulated by the Comision Nacional de
Valores (the National Securities Commission of Argentina, or the “CNV”).

Caja de Valores acts as a clearing house for securities trading, provides central depositary facilities for
securities and acts as transfer and paying agent. It also handles settlement of securities transactions carried out on
The Buenos Aires Stock Exchange. All securities in Caja de Valores are held on a fungible basis without attribution
of specific securities to specific accounts. Accounts at Caja de Valores are opened only in the name of its
participants, primarily financial institutions and stock brokers, which may, in turn, request Caja de Valores to open
sub-accounts in the name of such participants’ customers. In general Caja de Valores only acts on behalf of its
participants and has no direct relationship with such participants’ customers.
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Initial Settlement

U.S. dollar-denominated New Securities (other than U.S. dollar-denominated New Securities governed
by Argentine law)

Upon the issuance of U.S. dollar-denominated New Securities (other than U.S. dollar-denominated New
Securities governed by Argentine law), DTC or its custodian will credit on its internal system the respective
principal amount of the individual beneficial interests represented by a book-entry security to the accounts of
persons who have accounts with DTC (“DTC participants™). Ownership of beneficial interests in those New
Securities will be limited to persons who have accounts with direct account holders, including Caja de Valores,
Euroclear or Clearstream, Luxembourg, or indirect account holders. Ownership of beneficial interests in those New
Securities will be shown on, and the transfer of that ownership will be effected only through, records maintained by
DTC or its nominee, with respect to interests of direct account holders, and the records of direct account holders,
with respect to interests of indirect DTC participants.

Euroclear and Clearstream, Luxembourg will hold omnibus positions on behalf of their participants through
customers’ securities accounts for Euroclear and Clearstream, Luxembourg on the books of their respective
depositaries, which in turn will hold positions in customers’ securities accounts in the depositaries’ names on the
books of DTC.

The U.S. dollar-denominated New Securities (other than U.S. dollar-denominated New Securities
governed by Argentine law) that Argentina will issue pursuant to the Offer will be credited to the securities custody
accounts at DTC on the Settlement Date.

Euro-denominated New Securities

If you receive interests in euro-denominated New Securities you must hold your euro-denominated New
Securities through Euroclear or Clearstream, Luxembourg accounts or through direct participants and you must
follow the settlement procedures applicable to conventional Eurobonds in registered form. Interest in those New
Securities will be credited to the securities custody accounts at Euroclear and Clearstream, Luxembourg on the
Settlement Date. Caja de Valores has an account with each of these clearing systems.

Peso-denominated New Securities (including Quasi-pars) and U.S. dollar-denominated New Securities
governed by Argentine law

Peso-denominated New Securities (including Quasi-pars) and U.S. dollar-denominated New Securities
governed by Argentine law will be registered in the name of CRYL and deposited with CRYL. You may hold a
beneficial interest directly through an account with CRYL or indirectly through an institution that has an account
with CRYL, including Caja de Valores. Each of Euroclear and Clearstream, Luxembourg has an account with an
Argentine depositary, which acts as a link with Caja de Valores.

Secondary Market Trading

Since the purchaser determines the place of delivery, it is important for you to establish at the time of a
secondary market trade the location of both the purchaser’s and seller’s accounts to ensure that settlement can be
made on the desired value date.

Trading between DTC Participants

Secondary market trading of securities represented by the book-entry security between DTC participants
will trade in DTC’s settlement system and will therefore settle in same-day funds.
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Trading between Euroclear and/or Clearstream, Luxembourg Participants

Secondary market trading between Clearstream, Luxembourg participants and/or Euroclear participants
will be settled using the procedures applicable to conventional Eurobonds in same-day funds.

Trading between CRYL Participants

Secondary market trading between CRYL participants will occur in the ordinary way in accordance with
the applicable rules and operating procedures of CRYL.

Trading between Caja de Valores Participants

Secondary market trading between Caja de Valores participants will occur in the ordinary way in
accordance with the applicable rules and operating procedures of Caja de Valores.

Trading between DTC Seller and Clearstream, Luxembourg or Euroclear Purchaser

When interests are to be transferred from the account of a DTC participant to the account of a Clearstream,
Luxembourg participant or a Euroclear participant, the purchaser will send instructions to Clearstream, Luxembourg
or Euroclear through a Clearstream, Luxembourg or Euroclear participant at least one business day prior to
settlement. Clearstream, Luxembourg or Euroclear will instruct its respective depositary to receive the beneficial
interest against payment. Payment will include interest accrued on the beneficial interest in the New Securities from
and including the last interest payment date to and excluding the settlement date. Payment will then be made by the
depositary to the DTC participant’s account against delivery of the interest in the securities. After settlement has
been completed, the interest will be credited to the respective clearing system, and by the clearing system, in
accordance with its usual procedures, to the Clearstream, Luxembourg participant’s or Euroclear participant’s
account. The securities credit will appear the next day, European time. The cash debit will be back-valued to, and
the interest of the securities will accrue from, the value date, which will be the preceding day when settlement
occurs in New York. If settlement is not completed on the intended value date, that is, if the trade fails, the
Clearstream, Luxembourg or Euroclear cash debit will be valued instead as of the actual settlement date.

Clearstream, Luxembourg participants and Euroclear participants will need to make available to the
respective clearing system the funds necessary to process same-day funds settlement. The most direct means of
doing so is to preposition funds for settlement either from cash on hand or existing lines of credit, as participants
would for any settlement occurring within Clearstream, Luxembourg or Euroclear. Under this approach,
participants may take on credit exposure to Clearstream, Luxembourg or Euroclear until the interests in the New
Securities are credited to their accounts one day later.

As an alternative, if Clearstream, Luxembourg or Euroclear has extended a line of credit to a Clearstream,
Luxembourg or Euroclear participant, the participant may elect not to preposition funds and allow that credit line to
be drawn upon to finance settlement. Under this procedure, Clearstream, Luxembourg participants or Euroclear
participants purchasing interests in the securities would incur overdraft charges for one day, assuming they cleared
the overdraft when the interests in the securities were credited to their accounts. However, interest on the book-
entry security would accrue from the value date. Therefore, in many cases the investment income on the interest in
the New Securities earned during that one-day period may reduce or offset the amount of the overdraft charges,
although this result will depend on each participant’s particular cost of funds.

Since the settlement is taking place during New York business hours, DTC participants can employ their
usual procedures for transferring securities to the respective depositaries of Clearstream, Luxembourg or Euroclear
for the benefit of Clearstream, Luxembourg participants or Euroclear participants. The sale proceeds will be
available to the DTC seller on the settlement date. Thus, to DTC participants, a cross-market sale transaction will
settle no differently from a trade between two DTC participants.

Finally, day traders that use Clearstream, Luxembourg or Euroclear to purchase interests in the New
Securities from DTC participants for delivery to Clearstream, Luxembourg participants or Euroclear participants
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should note that these trades will automatically fail on the sale side unless affirmative action is taken. At least three
techniques should be readily available to eliminate this potential problem:

e borrowing through Clearstream, Luxembourg or Euroclear for one day, until the purchase side of the
day trade is reflected in their Clearstream, Luxembourg or Euroclear accounts, in accordance with the
clearing system’s customary procedures, or

e borrowing the interests in the United States from a DTC participant no later than one day prior to
settlement, which would give the interests sufficient time to be reflected in their Clearstream,
Luxembourg or Euroclear account in order to settle the sale side of the trade, or

e staggering the value date for the buy and sell sides of the trade so that the value date for the purchase
from the DTC participant is at least one day prior to the value date for the sale to the Clearstream,
Luxembourg participant or Euroclear participant.

Trading between Euroclear or Clearstream, Luxembourg Seller and DTC Purchaser

Due to time zone differences in their favor, Clearstream, Luxembourg and Euroclear participants may
employ their customary procedures for transactions in which interests in the securities are to be transferred by the
respective clearing system, through its respective depositary, to a DTC participant. The seller must first send
instructions to Euroclear or Clearstream, Luxembourg through a participant, at least one business day prior to
settlement. Clearstream, Luxembourg or Euroclear will instruct its respective depositary to credit the interest in the
securities to the DTC participant’s account against payment. Payment will include interest accrued on the beneficial
interest in the securities from and including the last interest payment date to and excluding the settlement date. The
payment will then be reflected in the account of the Clearstream, Luxembourg participant or Euroclear participant
the following day. Receipt of the cash proceeds in the Clearstream, Luxembourg or Euroclear participant’s account
will be back-valued to the value date, which will be the preceding day, when settlement occurs in New York. If the
Clearstream, Luxembourg or Euroclear participant has a line of credit in its clearing system and elects to draw on
such line of credit in anticipation of receipt of the sale proceeds in its account, the back-valuation may reduce or
offset any overdraft charges incurred over that one-day period. If settlement is not completed on the intended value
date, that is, if the trade fails, receipt of the cash proceeds in the Clearstream, Luxembourg or Euroclear participant’s
account would instead be valued as of the actual settlement date.

Trading between DTC, Euroclear, Clearstream, Luxembourg and Caja de Valores Participants

The National Securities Commission of Argentina allows Caja de Valores to carry out clearing transactions
with securities admitted to be settled through Clearstream, Luxembourg even though such securities are not
physically deposited in Caja de Valores, provided that such securities must have been previously approved by the
National Securities Commission of Argentina to be publicly offered in the Republic or otherwise exempted from
such approval (as in the case of the New Securities).

Accordingly, if you hold New Securities through participant accounts in Euroclear, Clearstream,
Luxembourg or, in the case of the U.S. dollar-denominated New Securities (other than U.S. dollar-denominated
New Securities governed by Argentine law), DTC, secondary market trading with Caja de Valores participants will
be settled using the same rules and operating procedures as if you were trading with any other DTC, Euroclear or
Clearstream, Luxembourg participant.

If you are a participant in Caja de Valores, you will have to make arrangements with Caja de Valores and

DTC, Euroclear or Clearstream, Luxembourg, as the case may be, to preposition funds or New Securities to
complete settlement and make sure that trades will not fail.

S-79



TAXATION

The following discussion summarizes certain Argentine and U.S. federal income tax considerations that
may be relevant to you if you exchange Eligible Securities for New Securities and invest in New Securities. This
summary is based on laws and regulations in effect in Argentina and Luxembourg and laws, regulations, rulings
and decisions now in effect in the United States. Any change could apply retroactively and could affect the
continued validity of this summary. This discussion supplements, and to the extent that it differs, supersedes the
“Taxation” section contained in the accompanying prospectus.

This summary does not describe all of the tax considerations that may be relevant to you or your situation,
particularly if you are subject to special tax rules. You should consult your tax advisor about the tax consequences
of exchanging Eligible Securities for New Securities and holding New Securities, including the relevance to your
particular situation of the considerations discussed below, as well as of foreign, state, local or other tax laws.

Argentine Federal Income Tax Consequences

The following discussion summarizes certain aspects of Argentine federal taxation that may be relevant to
you if you are a Non-Resident Holder of Eligible Securities and offer those Eligible Securities for exchange pursuant
to the Offer. For the purposes of this summary, you are a Non-Resident Holder if you are a holder of Eligible
Securities or New Securities who is an individual that is a non-resident of Argentina or a legal entity that is neither
organized in, nor maintains a permanent establishment in Argentina. This summary may also be relevant to you if
you are a Non-Resident Holder of New Securities in connection with the holding and disposition of the New
Securities. The summary is based on Argentine laws, rules and regulations now in effect, all of which may change.

This summary is not intended to constitute a complete analysis of the tax consequences under Argentine
law of the exchange or Eligible Securities for New Securities and cash pursuant to the Offer or the receipt,
ownership or disposition of the New Securities, in each case if you are a non-resident of Argentina, nor to describe
any of the tax consequences that may be applicable to you if you are a resident of Argentina.

If (a) you exchange Eligible Securities for New Securities and cash pursuant to the Offer, and (b) you are a
Non-Resident Holder, the receipt of New Securities and cash will not result in any withholding or other Argentine
taxes. The exchange of Eligible Securities for New Securities and cash pursuant to the Offer will not be subject to
any stamp or other similar Argentine taxes.

Under Argentine law, as currently in effect, if you are a Non-Resident Holder of New Securities, interest
and principal payments on the New Securities will not be subject to Argentine income or withholding tax.

If you are a Non-Resident Holder and you obtain capital gains resulting from any trade or disposition of
New Securities, you will not be subject to Argentine income or other taxes if you have no connection with Argentina
other than as a holder of an interest in New Securities.

U.S. Federal Income Tax Consequences

The following discussion summarizes certain U.S. federal income tax consequences of the Offer that may
be material to you as a U.S. Holder. You are a U.S. Holder if you are a beneficial owner of Eligible Securities that
is a citizen or resident of the United States or a domestic corporation or otherwise subject to U.S. federal income tax
on a net income basis in respect of the Securities. This summary does not purport to be a comprehensive description
of all of the tax consequences that may be relevant to your decision to participate in the Offer, including tax
consequences that arise from rules of general application to all taxpayers or to certain classes of taxpayers or that are
generally assumed to be known by investors. This summary also does not address the tax consequences to (i)
persons that may be subject to special treatment under U.S. federal income tax law, such as banks, insurance
companies, thrift institutions, regulated investment companies, real estate investment trusts, tax-exempt
organizations, traders in securities that elect to mark-to-market and dealers in securities or currencies, (ii) persons
that hold Eligible Securities or will hold New Securities as part of a position in a “straddle” or as part of a
“hedging,” “conversion” or other integrated investment transaction for U.S. federal income tax purposes,
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(iii) persons whose functional currency is not the U.S. dollar, (iv) persons that do not hold Eligible Securities or will
not hold New Securities as capital assets or (v) persons that do not acquire New Securities pursuant to the Offer.

This summary is based on the Internal Revenue Code of 1986, as amended (the “Code”), Treasury
regulations promulgated thereunder, and administrative and judicial interpretations thereof, as of the date hereof, all
of which are subject to change, possibly on a retroactive basis.

Argentina has not sought any ruling from the Internal Revenue Service (the “IRS”) with respect to the
statements made and the conclusions reached in this discussion, and there can be no assurance that the IRS will
agree with all of such statements and conclusions. In addition, the discussion does not describe any tax
consequences arising out of the laws of any state, local or foreign jurisdiction.

AS DISCUSSED HEREIN, THERE IS NO DEFINITIVE GUIDANCE REGARDING THE
TREATMENT OF NEW BONDS (AS SUCH TERM IS DEFINED BELOW) DENOMINATED IN PESOS OR
THE GDP-LINKED SECURITIES AND, ACCORDINGLY, SUCH TREATMENT IS UNCERTAIN.

YOU ARE URGED TO CONSULT WITH YOUR TAX ADVISORS AS TO THE PARTICULAR U.S.
FEDERAL INCOME TAX CONSEQUENCES TO YOU OF THE OFFER AS WELL AS THE EFFECT OF ANY
STATE, LOCAL OR FOREIGN TAX LAWS.

Consequences of Tendering your Eligible Securities
In General

For U.S. federal income tax purposes, the exchange of Eligible Securities for New Securities will be
considered a significant modification of the Eligible Securities, because a number of material substantive terms of
the Eligible Securities (e.g., change in timing of payments, interest rate basis, yield, payment schedules or currency
of denomination) will change as a result of the exchange. Under general principles of U.S. federal income tax law, a
modification of the terms of a debt instrument (including an exchange of one debt instrument for another debt
instrument having different terms) is a taxable event upon which gain or loss is realized only if such modification is
“significant.” A modification of a debt instrument that is not a significant modification does not create a taxable
event. Under applicable regulations, the modification of a debt instrument is a “significant” modification if, based
on all the facts and circumstances and taking into account all modifications, other than certain specified
modifications, the legal rights or obligations that are altered and the degree to which they are altered is
“economically significant.” The applicable regulations also provide specific rules to determine whether certain
modifications, such as a change in the timing of payments or a change in the yield of a debt instrument, are
significant.

For purposes of this summary, Discounts, Pars and Quasi-pars are collectively referred to as the “New
Bonds.”

There are no controlling authorities addressing the treatment, for U.S. federal income tax purposes, of cash
payments of accrued interest made on the Settlement Date, as described in this Prospectus Supplement under “Terms
of the Offer—Interest on the New Securities other than GDP-linked Securities,” (“Settlement Interest”) and,
accordingly, the treatment of Settlement Interest is not certain. Argentina intends to treat Settlement Interest as
interest for U.S. federal income tax purposes, including for purposes of applicable U.S. tax reporting rules. In
accordance with this treatment, you would be required to include Settlement Interest in income as ordinary income
in accordance with your normal method of tax accounting. Alternatively, Settlement Interest could be treated as a
portion of the consideration received in the exchange of Eligible Securities for New Securities. Under this
characterization, for U.S. federal income tax purposes, Settlement Interest that you receive will increase the amount
realized in the exchange of New Securities for Eligible Securities. You should consult your tax advisor regarding
the treatment of Settlement Interest.

Accrued but unpaid interest on your Eligible Securities up to, but excluding, December 31, 2001, (the
“Eligible Interest”) will be included in the Eligible Amount of your Eligible Securities. As a result, a portion of the
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New Securities that you receive will be treated as received in payment of such accrued but unpaid interest for U.S.
federal income tax purposes and will be taxable to you as interest income, to the extent you have not previously
included such amounts in income. In addition, although interest accrued on your Eligible Securities on or after
December 31, 2001, will not be included in your Eligible Amount or otherwise paid pursuant to the Offer, it is
possible that a portion of the New Securities that you receive will be treated as received in payment of such unpaid
amounts, in which case the character of the income or loss that you realize from the Offer may differ from that
described herein. You should consult your own tax advisor regarding the tax consequences that would arise from
any such characterization. Except with respect to New Securities exchanged for Eligible Interest, the discussion
below assumes that any New Securities that you receive will be treated as received in exchange for the Eligible
Securities, not as accrued but unpaid interest.

Taxable Exchange

In general, because the exchange of your Eligible Securities for New Securities will be a taxable transaction
under the rules described above, you will recognize capital gain or loss in the exchange (subject to the discussion of
the market discount and foreign currency rules set forth below) in an amount equal to the difference between the
amount realized in the exchange and your tax basis in the Eligible Securities tendered at the time of the
consummation of the Offer. Your adjusted tax basis in an Eligible Security generally will equal the amount paid
therefor, increased by the amount of any market discount or OID you have previously taken into account and
reduced by the amount of any amortizable bond premium previously amortized with respect to the Eligible Security
and by any payments other than payments of qualified stated interest (as such term is defined below). The amount
that you realize in the exchange should be equal to the sum of the issue price of the New Bonds that you receive
(determined for each New Bond as described below under “—Issue Price”), the fair market value of the GDP-linked
Securities that you receive and, if you tender Par Brady Bonds or Discount Brady Bonds, the Cash Value (less any
amounts that are treated as attributable to accrued but unpaid interest, as described above, which will be taxable as
interest income). Any such capital gain or loss will be long-term capital gain or loss if your holding period for the
Eligible Securities on the date of exchange is more than one year.

In general, if you acquired the Eligible Securities with market discount, any gain you realize in the
exchange of the Eligible Securities will be treated as ordinary income to the extent of the portion of the market
discount that has accrued while you held such Eligible Securities, unless you have elected to include market
discount in income currently as it accrues.

Gain or loss that you recognize in the exchange of a foreign currency-denominated Eligible Security
generally will be treated as ordinary income or loss to the extent that the gain or loss is attributable to changes in
exchange rates during the period in which you held the security. If the amount of ordinary loss that you recognize
in these circumstances exceeds certain specified thresholds, you may be required to comply with special rules that
require that such amounts be reported to the IRS. You should consult with your tax advisor regarding the possible
application of these reporting requirements.

Certain of the Eligible Securities are in bearer form. If you hold any Eligible Securities in bearer form,
gain you recognize in the exchange of such Eligible Securities may be treated as ordinary income, and you may not
be permitted to deduct any loss you recognize, unless you hold such Eligible Securities in accordance with certain
procedures specified in applicable Treasury regulations. If you hold Eligible Securities in bearer form, you are
encouraged to consult with your tax advisor regarding the possible application of these rules.

If you hold Eligible Securities that were subject to the Treasury regulations applicable to contingent
payment debt instruments, gain you recognize in the exchange of such Eligible Securities would be treated as
ordinary income.

Your initial tax basis in the New Securities will be equal to their issue price (determined as described under

“—Issue Price” below). Your holding period with respect to such New Securities will begin the day following the
consummation of the Offer.
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Issue Price

As discussed above under “—Consequences of Tendering Your Eligible Securities— Taxable Exchange,”
the amount you realize with respect to your tender of Eligible Securities will include the issue price of the New
Bonds received in the exchange. Your initial tax basis in such New Bonds also will be equal to their issue price.

The issue price of a New Bond generally will be equal to the fair market value of such New Bond,
determined as of the date of the exchange, if a substantial amount of the New Bonds of the relevant Series is “traded
on an established market” for U.S. federal income tax purposes (generally meaning that the New Bonds are listed on
a major securities exchange, appear on a quotation medium of general circulation or otherwise are readily quotable
by dealers, brokers or traders) during the 60-day period ending 30 days after the date of the exchange. Ifa
substantial amount of a Series of New Bonds is not “traded on an established market,” but the Eligible Securities
delivered in exchange for such New Bonds are so traded, the issue price of the relevant New Bonds will be the fair
market value of such Eligible Securities. Argentina expects that, for U.S. federal income tax purposes, the New
Bonds, other than the Quasi-pars, will be traded on an established market. Therefore, Argentina anticipates that the
issue price of the New Bonds, other than the Quasi-pars, will be their fair market value as of the date of the
exchange.

The Quasi-pars will not be transferable during the first year following their issue date. Argentina expects,
however, that a substantial amount of Quasi-pars will be issued in exchange for Eligible Securities that are traded on
an established market. Accordingly, the issue price of the Quasi-pars should be the fair market value of the Eligible
Securities transferred in exchange for the Quasi-pars on the date of the exchange. Because of the large number and
multiple types of Eligible Securities, it is possible that not all of the Eligible Securities will have the same fair
market value as of the date of the exchange. The relevant Treasury regulations do not specifically address how the
issue price should be determined in this situation. Therefore, the determination of the issue price of the Quasi-pars
as well as the amount realized as a result of the exchange of Eligible Securities for Quasi-pars may be subject to
some degree of uncertainty. For purposes of reporting OID on the Quasi-pars, Argentina intends to exercise its
discretion in determining the most appropriate amount of such fair market value. You should determine your
amount realized and report OID on the Quasi-pars based on such price. If you believe that the correct issue price of
the Quasi-pars differs from this reported amount, you may be able to take the position that the issue price and,
accordingly, your tax basis in the Quasi-pars should be such differing amount, which would affect the amount you
realize in the Offer and your accrual of income on the New Securities. However, Argentina will file information
reports with the IRS based solely on its determination of the issue price, and not on any different issue price
determined by you or any other holder. You are urged to consult your tax advisor regarding the determination of the
issue price on the Quasi-pars.

Consequences of Holding the New Securities
Qualified Stated Interest and Original Issue Discount on the New Bonds

The following discussion of the treatment of qualified stated interest and OID is subject to the discussion
below under “—Peso-denominated Pars, Peso-denominated Discounts and Quasi-pars” to the extent applicable to
the New Bonds that are peso-denominated.

In general, for U.S. federal income tax purposes you will include “qualified stated interest” (as defined
below), if any, payable on the New Bonds, in gross income at the time that such payments are accrued or are
received, in accordance with your usual method of tax accounting. If you use the cash method of tax accounting and
you receive payments of interest pursuant to the terms of a New Bond in a foreign currency, the amount of interest
income you will realize will be the U.S. dollar value of the foreign currency payment based on the exchange rate in
effect on the date you receive the payment, regardless of whether you convert the payment into U.S. dollars. If you
are an accrual-method U.S. Holder, the amount of interest income you will realize will be based on the average
exchange rate in effect during the interest accrual period (or with respect to an interest accrual period that spans two
taxable years, at the average exchange rate for the partial period within the taxable year). Alternatively, as an
accrual-method U.S. Holder, you may elect to translate all interest income on foreign currency-denominated bonds
at the spot rate on the last day of the accrual period (or the last day of the taxable year, in the case of an accrual
period that spans more than one taxable year) or on the date that you receive the interest payment if that date is
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within five business days of the end of the accrual period. If you make this election, you must apply it consistently
to all debt instruments from year to year and you cannot change the election without the consent of the IRS. If you
are an accrual-method U.S. Holder, you will recognize foreign currency gain or loss on the receipt of a foreign
currency interest payment if the exchange rate in effect on the date the payment is received differs from the rate
applicable to a previous accrual of that interest income. This foreign currency gain or loss will be treated as
ordinary income or loss, but generally will not be treated as an adjustment to interest income received on the New
Bond.

The New Bonds will be issued with OID for U.S. federal income tax purposes. As discussed in more detail
below, you will be required to include OID on the New Bonds in your gross income in advance of the receipt of cash
payments on such bonds. The amount of OID with respect to the New Bonds will be equal to the excess of (i) the
stated redemption price at maturity of the New Bonds, over (ii) the issue price of the New Bonds, determined as
discussed above under “—Consequences of Tendering Your Eligible Securities—Issue Price.” A New Bond’s
stated redemption price at maturity is the sum of all payments due under the New Bond other than payments of
qualified stated interest.

Qualified stated interest is stated interest that is unconditionally payable in cash or in property at least
annually at a single fixed rate. Accordingly, only interest payable at a rate equal to the lowest stated interest rate on
the Pars (1.33 percent for U.S. dollar-denominated Pars or 1.20 percent for Euro-denominated Pars) will be treated
as qualified stated interest on the Pars. Only interest payable at a rate equal to the lowest stated interest rate payable
on a current basis on the Discounts (3.97 percent for U.S. dollar-denominated Discounts or 3.75 percent for Euro-
denominated Discounts) will be treated as qualified stated interest on the Discounts. Because interest payable on the
Quasi-pars is not unconditionally payable at least annually, none of the interest on the Quasi-pars will be treated as
qualified stated interest. All payments or accruals of stated interest in excess of the qualified stated interest of the
New Bonds will be included in the stated redemption price at maturity of the New Bonds thereby increasing the
amount of OID on such bonds.

In general, if you hold New Bonds you will be required to include OID in gross income under a constant-
yield method over the term of the New Bonds in advance of cash payments attributable to such income, regardless
of whether you are a cash or accrual method taxpayer, and without regard to the timing or amount of any actual
payments. Under this treatment, you will include in ordinary gross income the sum of the “daily portions” of OID
on the New Bonds for all days during the taxable year that you own the New Bonds. The daily portions of OID on a
New Bond are determined by allocating to each day in any accrual period a ratable portion of the OID allocable to
that accrual period. Accrual periods may be of any length and may vary in length over the term of the New Bonds,
provided that no accrual period is longer than one year and each scheduled payment of principal or interest occurs
on either the final day or the first day of an accrual period. The amount of OID on a New Bond allocable to each
accrual period will be determined by multiplying the “adjusted issue price” (as defined below) of the New Bond at
the beginning of the accrual period by the “yield to maturity” (as defined below) of such New Bond and subtracting
from that product the amount of any qualified stated interest. The total amount of OID on a New Bond will be equal
to the excess of all payments on the New Bonds other than qualified stated interest. The amount of OID that you
will be required to take into account will be reduced by the amount of any acquisition premium. See ‘“—Acquisition
Premium on the New Bonds.”

The “adjusted issue price” of a New Bond at the beginning of any accrual period will generally be the sum
of its issue price, including any amounts of interest on the New Bonds accrued before the issuance of the bonds and
after June 30, 2004, and the amount of OID allocable to all prior accrual periods, reduced by the amount of
payments made on the New Bond other than qualified stated interest. The “yield to maturity” of a New Bond will
be the discount rate (appropriately adjusted to reflect the length of accrual periods) that causes the present value of
all payments on the New Bond, including any payments of principal payable prior to the maturity of the New Bond,
to equal the issue price of such bond. Your initial tax basis in a New Bond, determined as described above under
“—Consequences of Tendering your Eligible Securities—Issue Price,” will be increased over time by the amount of
OID included in your gross income and decreased by the amount of payments on the New Bonds other than
payments of qualified stated interest.

S-84



If you hold a foreign currency-denominated New Bond, you should determine the U.S. dollar amount
includible as OID for each accrual period by (i) calculating the amount of OID allocable to each accrual period in
the foreign currency using the constant-yield method described above and (ii) translating that foreign currency
amount at the average exchange rate in effect during that accrual period (or, with respect to an interest accrual
period that spans two taxable years, at the average exchange rate for each partial period). Alternatively, you may
translate the foreign currency amount at the spot rate of exchange on the last day of the accrual period (or the last
day of the taxable year, for an accrual period that spans two taxable years) or at the spot rate of exchange on the date
of receipt, if that date is within five business days of the last day of the accrual period, provided that you have made
the election described above. Because exchange rates may fluctuate, if you hold a foreign currency-denominated
New Bond, you may recognize a different amount of OID income in each accrual period than would be the case if
you were the holder of an otherwise similar bond denominated in U.S. dollars. Under these rules, upon the receipt
of an amount attributable to OID (whether in connection with a payment of an amount that is not qualified stated
interest or the sale or retirement of the New Bond), you will recognize ordinary income or loss measured by the
difference between the amount received (translated into U.S. dollars at the exchange rate in effect on the date of
receipt or on the date of disposition of the New Bond, as the case may be) and the amount accrued (using the
exchange rate applicable to such previous accrual).

If your initial tax basis in a New Bond is less than its remaining redemption amount (i.e., the total of all
future payments to be made on the bond other than payments of qualified stated interest), but greater than its
adjusted issue price, you will be entitled to reduce your periodic inclusions of OID to reflect the premium paid over
the adjusted issue price.

Because Argentina has undertaken to repurchase New Bonds under certain conditions (as described
above under "Repurchase of New Securities and Other Debt Obligations with Excess Payment Capacity"), the
IRS could possibly assert that the New Bonds should be treated as contingent payment debt instruments for U.S.
federal income tax purposes. Although the matter is not entirely free from doubt, Argentina’s undertaking should
not cause the New Bonds to be treated as contingent payment debt instruments for such purposes. If the IRS were to
successfully assert that the New Bonds should be treated as contingent payment debt instruments, the timing and
character of your income with respect to the New Bonds could be affected. You should consult your tax advisor
concerning the possibility that the New Bonds might be treated as contingent payment debt instruments for U.S.
federal income tax purposes.

Peso-denominated Pars, Peso-denominated Discounts and Quasi-pars

Because the peso-denominated Pars, the peso-denominated Discounts and the Quasi-pars (collectively
referred to as the “Indexed Bonds” solely for purposes of this sub-section “—Peso-denominated Pars, Peso-
denominated Discounts and Quasi-pars”) will be issued after October 29, 2004, they will be treated as
“nonfunctional currency contingent payment debt instruments” for U.S. federal income tax purposes. As a result,
the Indexed Bonds will be subject to special OID rules that were recently finalized and you will be required to
accrue income on the Indexed Bonds as generally set forth below. The rules applicable to nonfunctional currency
contingent payment debt instruments are complex, and you should consult with your tax advisor with respect to the
application of these rules to the Indexed Bonds. The following discussion only applies to U.S. holders that invest in
the Indexed Notes by participating in the Offer. If you purchased Indexed Bonds in the secondary market, you
should consult with your tax advisor.

Argentina will be required to determine a “comparable yield” for each of the Indexed Bonds that takes into
account the yield at which Argentina could issue a fixed rate debt instrument with terms similar to those of such
Indexed Bond (including the level of subordination, term, timing of payments and general market conditions, but
excluding any adjustments for liquidity or the riskiness of the contingencies with respect to the Indexed Bond),
determined in Argentine pesos. The comparable yield for the Indexed Bonds will be greater than the stated interest
rate with respect to such Indexed Bonds.

Solely for purposes of determining the amount of interest income that you will be required to accrue,
Argentina will be required to construct a “projected payment schedule” in respect of each Indexed Bond, determined
in Argentine pesos, representing a series of payments the amount and timing of which would produce a yield to
maturity on such Indexed Bond equal to the comparable yield. NEITHER THE COMPARABLE YIELD NOR THE
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PROJECTED PAYMENT SCHEDULE CONSTITUTES A REPRESENTATION BY ARGENTINA
REGARDING THE ACTUAL AMOUNT THAT THE INDEXED BONDS WILL PAY. For U.S. federal income
tax purposes, you are required to use the comparable yield and the projected payment schedule established by
Argentina in determining interest accruals and adjustments in respect of an Indexed Bond, unless you timely
disclose and justify the use of other estimates to the IRS. The comparable yield and projected payment schedule for
each Indexed Bond will be reported to the IRS and, in addition, may be obtained by contacting the National Director
of the National Bureau of Public Debt, at the Ministry of Economy and Production of Argentina, H. Yrigoyen 250,
C1086AAB, Buenos Aires, Argentina, email: oncp@mecon.gov.ar, tel. (5411) 4349-6249.

Based on the comparable yield and the issue price of the Indexed Bonds and regardless of your accounting
method, you will be required to accrue as OID the sum of the daily portions of interest on the Indexed Bond for each
day in the taxable year on which you held the Indexed Bond, translated into U.S. dollars (as described in the
following paragraph) and adjusted upward or downward to reflect the difference, if any, between the actual and the
projected amount of any contingent payments on the Indexed Bond (as set forth below). The daily portions of
interest in respect of an Indexed Bond are determined by allocating to each day in an accrual period the interest on
the Indexed Bond that accrues in the accrual period. The amount of interest on an Indexed Bond that accrues in an
accrual period is the product of the comparable yield on the Indexed Bond (adjusted to reflect the length of the
accrual period) and the adjusted issue price of the Indexed Bond. The adjusted issue price of an Indexed Bond will
be denominated in Argentine pesos and at the beginning of the first accrual period will equal its issue price and for
any accrual period thereafter will be (x) the sum of the issue price of such Indexed Bond and any interest you
previously accrued thereon (disregarding any positive or negative adjustments) minus (y) the projected amount of
any payments on the Indexed Bond for previous accrual periods.

The amount of interest income you will realize will be based on the average exchange rate in effect during
the interest accrual period (or with respect to an interest accrual period that spans two taxable years, at the average
exchange rate for the partial period within the taxable year). Alternatively, you may elect to translate all interest
income on foreign currency-denominated bonds at the spot rate on the last day of the accrual period (or the last day
of the taxable year, in the case of an accrual period that spans more than one taxable year) or on the date that you
receive the interest payment if that date is within five business days of the end of the accrual period. If you make
this election, you must apply it consistently to all debt instruments from year to year and you cannot change the
election without the consent of the IRS.

You will be required to recognize interest income equal to the amount of any positive adjustment (i.e., the
excess of actual payments over projected payments) in respect of an Indexed Bond for a taxable year, translated into
U.S. dollars at the spot rate on the last day of the taxable year in which the adjustment is taken into account. A
negative adjustment (i.e., the excess of projected payments over actual payments) in respect of an Indexed Bond for
a taxable year (i) will first reduce the amount of interest in respect of the Indexed Bond that you would otherwise be
required to include in income in the taxable year and (ii) to the extent that the negative adjustment exceeds the
amount described in (i), will give rise to an ordinary loss, up to the amount by which your total interest inclusions on
the debt instrument in prior taxable years exceed the total amount of your net negative adjustments treated as
ordinary loss on the debt instrument in prior taxable years. The amount of a negative adjustment offset against any
accrued but unpaid interest on an Indexed Bond will be translated into U.S. dollars at the same rate at which such
interest was accrued. To the extent a net negative adjustment exceeds the amount of accrued but unpaid interest, the
negative adjustment will be treated as offsetting interest that has accrued and been paid on such Indexed Bond and
will be translated into U.S. dollars at the spot rate on the date the Indexed Bond was issued. A negative adjustment
is not subject to the two percent floor limitation imposed on miscellaneous deductions under Section 67 of the
Internal Revenue Code. Any negative adjustment in excess of the amounts described above in (i) and (ii) will be
carried forward first to offset future interest income in respect of the Indexed Bond and then, if applicable, to reduce
the amount realized on a sale, exchange or retirement of the Indexed Bond, in Argentine pesos.

Upon a sale, exchange or retirement of an Indexed Bond, you generally will recognize taxable gain or loss
equal to the difference between the amount realized on the sale, exchange or retirement and your tax basis in the
Indexed Bond, both translated into U.S. dollars as described below. Your tax basis in an Indexed Bond will equal (i)
the cost thereof (translated into U.S. dollars at the spot rate on the issue date), (ii) increased by the amount of interest
income you previously accrued in respect of the Indexed Bonds (disregarding any positive or negative adjustment
and translated into U.S. dollars using the exchange rate applicable to such interest) and (iii) decreased by the
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projected amount of all prior payments in respect of the Indexed Bond. The U.S. dollar amount of the projected
payments described in clause (iii) of the preceding sentence is determined by (i) first allocating the payments to the
most recently accrued interest to which prior amounts have not already been attributed and translating such amounts
into U.S. dollars at the rate at which the interest was accrued and (ii) then allocating any remaining amount to
principal and translating such amounts into U.S. dollars at the spot rate on the date the instrument was issued (or, if
later, acquired). For this purpose, any accrued interest reduced by a negative adjustment carryforward will be
treated as principal. Your amount realized will equal the amount of cash and the fair market value (denominated in
Argentine pesos) of property, if any, that you receive. If you hold an Indexed Note until its scheduled maturity, the
U.S. dollar equivalent of the amount realized will be determined by separating such amount realized into principal
and one or more interest components, based on the principal and interest comprising your basis, with the amount
realized allocated first to interest (and allocated to the most recently accrued amounts first) and any remaining
amounts allocated to principal. The U.S. dollar equivalent of the amount you realize upon a sale, exchange or
unscheduled retirement of an Indexed Note will be determined in a similar matter, but will first be allocated to
principal and then any accrued interest (and will be allocated to the earliest accrued amounts first). Each component
of the amount realized will be translated into U.S. dollars using the exchange rate used with respect to the
corresponding principal or accrued interest. The amount of any gain realized upon a sale, exchange or unscheduled
retirement of an Indexed Note will be equal to the excess of the amount realized over your tax basis, both expressed
in Argentine pesos, and will be translated into U.S. dollars using the spot rate on the payment date. You generally
will treat any gain as interest income, and any loss as ordinary loss to the extent of the excess of previous interest
inclusions over the total negative adjustments previously taken into account as ordinary losses, and the balance as
capital loss.

You will also recognize foreign currency gain or loss on the receipt of Argentine pesos if the exchange rate
in effect on the date the payment is received differs from the rate applicable to the principal or a previous accrual
that such payment is allocable to. This foreign currency gain or loss will be treated as ordinary income or loss, but
generally will not be treated as an adjustment to any interest income or loss otherwise recognized with respect to the
note.

In the event that consumer prices in Argentina increase by more than 100% on a cumulative basis over the
three-year period ending on December 31st of any year, the Indexed Bonds may be subject to special rules that
differ from the rules described above. You should consult your tax advisor concerning the potential effects
of consumer prices in Argentina on the tax treatment of Indexed Bonds.

GDP-linked Securities

No rules specifically address the taxation of instruments with no principal amount, the payments of which
are solely based on a formula linked to the growth of the gross domestic product (or of the earnings) of the issuer
and that do not contemplate nor guarantee repayment of principal. Notwithstanding this, because the GDP-linked
Securities provide for payments at annual intervals that, subject to the discussion below, can be described as
calculated by reference to a specified index (the gross domestic product of Argentina, or “GDP”’) on a notional
amount in exchange for specified consideration (a portion of the Eligible Securities tendered in the Offer), it would
be reasonable to treat the GDP-linked Securities as financial instruments subject to the rules governing notional
principal contracts (the “NPC rules”). In order to qualify as a notional principal contract, the determination of the
amount of the payments under the GDP-linked Securities must be based on current, objectively determinable
economic information that is not within the control of the issuer (a “specified index™). It is not clear whether the
GDP can be treated as a specified index. Argentina, however, will treat the GDP-linked formula as a specified index
for purposes of this disclosure. In accordance with this characterization, while the matter is not free from doubt, the
GDP-linked Securities should be subject to the rules applicable to “caps” under the NPC rules. Notwithstanding
this, the IRS could take the view that the GDP-linked Securities would not qualify as notional principal contracts
under the NPC rules, which could affect the timing and character of income recognized with respect to the GDP-
linked Securities. You are urged to consult your tax advisor as to the federal income tax treatment of the
acquisition, ownership and disposition of the GDP-linked Securities.

Under the suggested characterization of the GDP-linked Securities described in the preceding paragraph,

the portion of the issue price of the New Securities you acquired that is attributable to the GDP-linked Securities (as
described above) should be treated as the purchase price or premium that you paid to receive payments under the
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GDP-linked Securities. You should allocate the purchase price or premium of the GDP-linked Securities to the
payments that may be made over the term of the GDP-linked Securities. For this purpose, you should allocate your
purchase price to each payment under the GDP-linked Securities based on the prices of a series of cash-settled
options contracts with respect to each such payment. The amount you realize with respect to payments on the GDP-
linked Securities received should be reduced by the portion of the purchase price allocated to each such payment.

Regardless of your method of accounting, at the end of your taxable year, you should recognize the ratable
daily portion of any payment under the GDP-linked Securities and any relevant portion of the purchase price, as
described above, allocable to such taxable year. If the amount of a payment is not yet determinable at the end of
your taxable year, then you should generally recognize the ratable daily portion of such payment calculated based on
the value of GDP as of the last day of your taxable year. If you determine that the value of GDP as of the end of the
taxable year does not provide a reasonable estimate of GDP that will apply as of the next payment date, then you
may use a reasonable estimate of GDP, provided that you use the same method to reasonably estimate GDP
consistently each year and use such estimate for all purposes, including for purposes of financial reports to equity
holders and creditors. Any difference between the actual payment and the estimated payment described above
should be taken into account as an adjustment to the income or loss from the GDP-linked Securities in the taxable
year during which the payment becomes fixed. All amounts that you recognize with respect to the GDP-linked
Securities should be treated as ordinary income or loss, as the case may be.

Sale, Exchange or Disposition of New Securities; Scheduled Amortization.

You will generally recognize gain or loss on the sale, exchange or other disposition of the New Securities
in an amount equal to the difference between the amount you realize on such sale, exchange or other disposition
(less any accrued qualified stated interest, which will be taxable as interest income) and your tax basis in the New
Securities. Except as discussed below with respect to foreign currency gain or loss, the gain or loss that you
recognize on the sale, exchange or retirement of a New Security generally will be capital gain or loss and will be
long-term capital gain or loss if you have held the New Security for more than one year on the date of disposition.

Notwithstanding the foregoing, the gain or loss that you recognize on the sale, exchange or retirement of a
New Security denominated in foreign currency generally will be treated as ordinary income or loss to the extent that
the gain or loss is attributable to changes in exchange rates during the period in which you held the foreign currency
New Security. This foreign currency gain or loss will not be treated as an adjustment to interest income that you
receive on a New Bond.

Your initial tax basis in a foreign currency-denominated New Security will be the U.S. dollar value of the
issue price of the foreign currency-denominated New Bond or of the fair market value of a GDP-linked Security on
its issue date calculated at the exchange rate in effect on that date. If you sell or exchange a New Security for a
foreign currency, or receive foreign currency on the retirement of a New Bond, the amount you will realize for U.S.
tax purposes generally will be the U.S. dollar value of the foreign currency that you receive calculated at the
exchange rate in effect on the date the foreign currency-denominated New Security is disposed of or retired.

Any principal payment on a New Bond prior to the maturity of such New Bond made pursuant to its
amortization schedule will constitute a return of capital and your tax basis in the New Bond generally will be
reduced by the amount of such payment. If such amount is denominated in foreign currency, the amount of such
payment generally will be the U.S. dollar value of the foreign currency that you receive calculated at the exchange
rate in effect on the date you receive such payment. You will recognize exchange gain or loss to the extent such
amount differs from the U.S. dollar value of such foreign currency amount as of the date you acquired the New
Bond.

Non-U.S. Holders
Subject to the discussion of backup withholding below, if you are, with respect to the United States, a
foreign corporation or nonresident alien individual (a “Non-U.S. Holder”), the interest income, other ordinary

income and gains that you derive in respect of the Eligible Securities and the New Securities generally will be
exempt from U.S. federal income taxes, including withholding tax. However, to receive this exemption you may be
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required to satisfy certain certification requirements (described below under “Backup Withholding and Information
Reporting”) of the IRS to establish that you are a Non-U.S. Holder.

Even if you are a Non-U.S. Holder, you may still be subject to U.S. federal income taxes on any interest
income, including OID, or other ordinary income you derive in respect of the New Securities if:

e you are an insurance company carrying on a U.S. insurance business to which such income is
attributable within the meaning of the Code, or

e with respect to interest income, including OID, you have an office or other fixed place of business in
the United States to which such income is attributable and the income either

e is derived in the active conduct of a banking, financing or similar business within the United
States, or

e isreceived by a corporation the principal business of which is in trading stocks or securities for its
own account and you are otherwise engaged in a U.S. trade or business.

If you are a Non-U.S. Holder, any gain you realize on a sale or exchange of the Eligible Securities or the
New Securities generally will be exempt from U.S. federal income tax, including withholding tax, unless:

e such gain is effectively connected with the conduct of your trade or business within the United States,
or

e ifyou are an individual, you are present in the United States for a total of 183 days or more during the
taxable year in which such gain is realized and either

e such gain is attributable to your office or fixed place of business maintained in the United States,
or

e you have a tax home in the United States.
Backup Withholding and Information Reporting

In general, information reporting requirements will apply to the accrual of OID and to payments in respect
of the Eligible Securities or the New Bonds and annual payments of $600 or more in a taxable year in respect of the
GDP-linked Securities, within the United States if you are not a corporation, and backup withholding will apply to
such payments if you fail to provide an accurate taxpayer identification number or you are notified by the IRS that
you have failed to report all interest and dividends required to be shown on your federal income tax return.

Backup withholding and information reporting will not apply to payments made by Argentina or any agent
thereof (acting in such capacity) to you if you are a Non-U.S. Holder so long as either (i) if you are the beneficial
owner, you certify to Argentina or its agent, under penalties of perjury, that you are a Non-U.S. Holder and provide
your name, address and taxpayer identification number or (ii) you have otherwise established an exemption, and
provided that neither Argentina nor its agent has actual knowledge that you are not a Non-U.S. Holder or that the
conditions of any exemption are not in fact satisfied.

Backup withholding and information reporting will not apply to the sale of New Securities effected outside
the United States by a foreign office of a foreign broker, provided that such broker (i) derives less than 50 percent of
its gross income for certain periods from the conduct of a trade or business in the United States, (ii) is not a
controlled foreign corporation for United States federal income tax purposes and (iii) is not a foreign partnership
that, at any time during its taxable year, is 50 percent or more (by income or capital interest) owned by U.S. persons
or is engaged in the conduct of a U.S. trade or business. If you receive payments of such amounts outside the United
States from a foreign office of any other broker, the payment will not be subject to backup withholding tax, but will
be subject to information reporting requirements unless (i) you are the beneficial owner and such broker has

S-89



documentary evidence in its records that you are a Non-U.S. Holder or (ii) you otherwise establish an exemption,
and provided that the broker does not have actual knowledge that you are not a Non-U.S. Holder or that the
conditions of any exemption are not in fact satisfied.

Luxembourg Tax Consequences

The following is a discussion of the material Luxembourg tax consequences with respect to the New
Securities. The summary does not purport to be a comprehensive description of all of the tax considerations that
may be relevant to any particular holder of New Securities, and does not purport to include tax considerations that
arise from rules of general application or that are generally assumed to be known to holders of New Securities. It is
not intended to be, nor should it be construed to be, legal or tax advice. This discussion is based on Luxembourg
law as it stands on the date of this prospectus supplement and is subject to any change in law that may take effect
after such date. Prospective investors in the New Securities should therefore consult their own professional advisers
as to the effects of state, local or foreign laws, including Luxembourg tax law, to which they may be subject.

Withholding Tax

Under Luxembourg tax law currently in effect, there is no withholding tax for Luxembourg resident and
non-resident holders of the New Securities on payments of interest (including accrued but unpaid interest). There is
also no Luxembourg withholding tax payable on payments received upon redemption or repayment of the principal
or upon an exchange of the New Securities.

Income deriving from the New Securities
Non-Resident Holders

Non-Luxembourg holders of the New Securities who are non-resident of Luxembourg and who do not hold
the New Securities through a permanent establishment in Luxembourg are not liable to any Luxembourg income tax,
whether they receive payments of principal, payments of interest (including accrued but unpaid interest), payments
received upon redemption, repurchase or exchange of the New Securities, or realize capital gains on the sale of the
New Securities.

Resident Holders - General

Holders of the New Securities will not become residents, or be deemed to be resident in Luxembourg by
reason only of the holding of the New Securities.

Holders of the New Securities who are tax resident in Luxembourg, or non-resident holders of the New
Securities who have a permanent establishment or permanent representative in Luxembourg to which or to whom
the New Securities are attributable, must for income tax purposes include any interest and other income received or
accrued on the New Securities in their taxable income. They will not be liable to any Luxembourg income tax on
repayment of principal.

Luxembourg Resident Individuals

Luxembourg resident individual holders of the New Securities who do not hold New Securities as business
assets are not subject to taxation on capital gains upon the disposal of the New Securities, unless their disposal
precedes their acquisition or they are disposed of within six months of the date of their acquisition. Upon a
repurchase, redemption or exchange of New Securities, Luxembourg resident individual holders of the New
Securities must however include the portion of repurchase, redemption or exchange price corresponding to accrued
but unpaid interest in their taxable income. Luxembourg resident individual holders of New Securities who hold
New Securities as business assets are subject to tax as described in relation to “—Luxembourg Resident Companies”
below.
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Luxembourg Resident Companies

Luxembourg resident companies (sociétés de capitaux), holding New Securities, or foreign entities of the
same type who have a permanent establishment or permanent representative in Luxembourg to which or to whom
the New Securities are attributable, must include in their taxable income the difference between the sale, repurchase,
redemption or exchange price (including accrued but unpaid interest) and the lower of the cost or book value of the
New Securities sold, repurchased, redeemed or exchanged.

Luxembourg Companies Benefiting from a Special Tax Regime

A Luxembourg resident holder of the New Securities that is governed by any of the following: (i) the law
of 31 July 1929 on pure holding companies and (ii) the laws of 30 March 1988, 19 July 1991 and of 20 December
2002 on undertakings for collective investment will not be subject to any Luxembourg income tax in respect of
interest received or accrued on the New Securities, or on gains realized on the sale or disposal of New Securities.

Net Wealth Tax

Luxembourg net wealth tax will not be levied on a holder of the New Securities, unless (i) such holder is an
individual Luxembourg resident or (ii) such New Securities are attributable to an enterprise or part thereof which is
carried on in Luxembourg or through a permanent establishment or a permanent representative of a non-resident
company in Luxembourg. In such a case, the holder of New Securities must take the New Securities into account
for the purposes of Luxembourg wealth tax, except if the holder of New Securities is governed by any of the
following: (i) the law of 31 July 1929 on pure holding companies; (ii) the laws of 30 March 1988, 19 July 1991 and
of 20 December 2002 on undertakings for collective investment; (iii) the law of 22 March 2004 on securitization;
and (iv) the law of 15 June 2004 on the investment company in risk capital.

Other Tax Consequences
Stamp Taxes and Transfer Taxes

There is no Luxembourg registration tax, stamp duty or any other similar tax or duty payable in
Luxembourg by the holders of the New Securities as a consequence of the issuance of the New Securities, nor will
any of these taxes be payable as a consequence of a subsequent transfer, repurchase or redemption of the New
Securities.

Gift Taxes

No estate or inheritance tax is levied on the transfer of New Securities upon death of a holder of New
Securities in cases where the deceased was not a resident of Luxembourg for inheritance tax purposes and no gift tax
is levied upon a gift of New Securities if the gift is not passed in front of a Luxembourg notary or recorded in a deed
registered in Luxembourg. Where a holder of New Securities is a resident for tax purposes of Luxembourg at the
time of his death, the New Securities are included in its taxable estate for inheritance tax or estate tax purposes.

Proposed EU Savings Income Taxation Directive

The EU Council of Economic and Finance Ministers has adopted a directive regarding the taxation of
savings income in the form of interest payments (Council Directive 2003/48/EC of 3 June 2003). Subject to a
number of important conditions being met, Member States will be required from a date not earlier than 1 July 2005
to provide to the fiscal authorities of another Member State details of payments of interest or similar income made
by a person within its jurisdiction to, or collected by such a person for, an individual resident in that other Member
State, except that Belgium, Luxembourg and Austria may instead operate a withholding system in relation to such
payments, deducting tax at rates rising over time from 15 percent to 35 percent, unless the holder has elected for
disclosure.
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PLAN OF DISTRIBUTION

Argentina has entered into a dealer manager agreement dated December 17, 2004, with Barclays Capital
Inc., Merrill Lynch, Pierce, Fenner & Smith Incorporated and UBS Securities LLC as the international joint dealer
managers, which we refer to as the international dealer manager agreement.

Pursuant to the international dealer manager agreement, Argentina has:

e retained the international joint dealer managers to act, directly or through affiliates, on behalf of
Argentina as international joint dealer managers in connection with the Offer. The scope of the
services to be provided by the international joint dealer managers extends to all Eligible Securities
other than those held by Argentine institutional investors as of December 31, 2004, registered with
Caja de Valores or any other clearing system located in Argentina as of such date, or governed by
Japanese law. We refer to such Eligible Securities as “DMA Eligible Securities,”

e agreed to pay the international joint dealer managers a placement fee equal to 0.275% of the aggregate
principal amount of Placement Eligible Securities (as defined below) that are exchanged pursuant to
the Offer, net of certain retainer fees paid to the international joint dealer managers in connection with
the offer,

e agreed to pay the international joint dealer managers an incentive fee of 0.35% of the aggregate
principal amount of Placement Eligible Securities that are exchanged pursuant to the Offer, net of the
placement fee referred to in the preceding bullet point and certain retainer fees paid to the international
joint dealer managers in connection with the Offer, if holders of at least 66-2/3% of the aggregate
principal amount of Eligible Securities (other than those held by Argentine institutional investors as of
December 31, 2004, or governed by Japanese law) exchange their Eligible Securities. Any Eligible
Securities (other than those held by Argentine institutional investors as of December 31, 2004, or
governed by Japanese law) that are exchanged in any clean-up transaction (as defined below) shall be
included in the calculation to determine whether such fee incentive threshold has been reached,

e if during the six-month period beginning the day following the Settlement Date (which period may be
extended by an additional six months if, not later than five New York business days before the end of
such six-month period, more than 40% of the aggregate principal amount of Eligible Securities (other
than those held by Argentine institutional investors as of December 31, 2004, or governed by Japanese
law) have been exchanged), Argentina shall complete an offer to exchange DMA Eligible Securities
for New Securities (any such transaction, a “clean-up transaction”), agreed to pay the international
joint dealer managers 0.275% of the aggregate principal amount of Placement Eligible Securities that
are exchanged pursuant to any clean-up transaction,

e agreed to reimburse the international joint dealer managers for certain expenses, including the
reimbursement of legal fees, in connection with the Offer, and

e agreed to indemnify the international joint dealer managers and their affiliates against certain
liabilities, including without limitation, liabilities under the Act.

“Placement Eligible Securities” are Eligible Securities tendered pursuant to the Offer other than:

e FEligible Securities tendered by Argentine institutional investors on or prior to the Expiration Date (or
the expiration date of any clean-up transaction, if applicable),

o Eligible Securities tendered through Caja de Valores on or prior to the Expiration Date (or the
expiration date of any clean-up transaction, if applicable), and

o Eligible Securities governed by Japanese law.

S-92



At any given time, the international dealer managers may trade the Eligible Securities or other debt
securities of Argentina for their own accounts or for the accounts of customers and may accordingly hold a long or
short position in the Eligible Securities or other securities of Argentina.

The international joint dealer managers intend to seek from the SEC an exemption from Rule 101 of
Regulation M under the United States Securities Exchange Act of 1934, as amended, with respect to the trading
activities of the international joint dealer managers and certain of their affiliates in connection with the Offer.
However, we can offer no assurance that the requested exemption will be granted by the SEC.

If any international dealer manager acquires any New Securities pursuant to the Offer, it may resell the
New Securities from time to time in one or more transactions, including negotiated transactions, at a fixed public
offering price or at varying prices to be determined at the time of sale.

The New Securities are each a new issue of securities with no established trading market. Argentina has
been advised by the international dealer managers that the international dealer managers intend to make a market in
the New Securities but are not obligated to do so and may discontinue market making at any time without notice.
No assurance can be given as to the liquidity of the trading market for the New Securities.

Retail Processing Fee

Each retail processing dealer (as defined below) who successfully processes tenders from a retail beneficial
owner (as defined below) of DMA Eligible Securities (as defined above) will receive a fee (which we refer to as the
“retail processing fee”’) from the international joint dealer managers equal to:

e 0.03% for every U.S.$1 (or the equivalent in another currency based on exchange rates in effect on
December 31, 2003) of DMA Eligible Securities tendered by or on behalf of such retail beneficial
owner and accepted pursuant to the Offer, if 66 2/3% or less of all DMA Eligible Securities is tendered
and validly accepted by Argentina, or

o 0.05% for every U.S.$1 (or the equivalent in another currency based on exchange rates in effect on
December 31, 2003) of DMA Eligible Securities tendered by or on behalf of such retail beneficial
owner and accepted pursuant to the Offer, if greater than 66 2/3% of all DMA Eligible Securities is
tendered and validly accepted by Argentina.

Based on the exchange rates in effect on December 31, 2003, the amounts to be paid per unit of the relevant
currency are as follows:

Principal Amount Tendered and If participation If participation

Accepted <662/3% > 66 2/3%
Per 100 US dollars.......ccceeeeveeneerieneennen. 0.03000 0.05000
Per 100 €Ur0....coveeieeiecieeeeeeeeeee, 0.03776 0.06293
Per 100 pounds sterling ...........c.ccoeeveeneee. 0.05358 0.08930
Per 100 Swiss francs........cccceceeeveveerieneenne. 0.02417 0.04029
Per 10,000 yen .......ccoceveeveeniencienienienens 0.02793 0.04656
Per 100 PeSOS....ccvveieriieriieiiieeiie e 0.01028 0.01714

The international joint dealer managers will pay the retail processing fee as provided above only if they
(1) have received payment in full of related fees and expenses due from Argentina in connection with the Offer and
(i1) such fees and expenses are not subject to litigation in connection with the Offer. Under no circumstances will
Argentina be liable for payment of the retail processing fee.

The retail processing fee will only be paid to each retail processing dealer who is properly designated as a
“retail processing dealer” by registering as such with the information agent and providing all necessary information.
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In addition, the international joint dealer managers reserve the right to request additional information from such a
registrant in order to validate any retail processing fee payment claims.

Only direct participants in the relevant clearing system will be eligible to register as a retail processing
dealer. If you are not a direct participant, you must instruct the direct participant through which you tender your
Eligible Securities to register as a retail processing dealer on your behalf.

A “retail beneficial owner” of Eligible Securities is a beneficial owner of Eligible Securities that tenders
Eligible Securities with an aggregate principal amount of U.S.$250,000, £140,000, ¥27,000,000, €200,000,
Sr.310,000, Ps.730,000 or less, as the case may be.

The international joint dealer managers shall, in their sole discretion, determine whether a soliciting dealer
has satisfied the criteria for receiving a retail processing fee (including, without limitation, the submission of the
appropriate documentation without defects or irregularities and in respect of bona fide tenders). Tendering holders
will not be obligated to pay brokerage fees or commissions to the international joint dealer managers, the exchange
agent, the Luxembourg exchange agent or the information agent.

Retail processing dealers who successfully process tenders from retail beneficial owners of Argentine
Eligible Securities will be eligible to receive a fee payable by the Argentine joint dealer managers as described in the
offering materials being used to extend the Offer in Argentina.

Expenses

Argentina estimates that its share of the total expenses of the Offer, excluding fees and commissions, will
be approximately U.S.$10 million.

Exchange Agent

Argentina has retained The Bank of New York to act as exchange agent in connection with the Offer and
The Bank of New York (Luxembourg) S.A. to act as Luxembourg exchange agent in connection with the Offer.

Argentina has agreed:
e to pay the exchange agent and the Luxembourg exchange agent certain fees for their services,

e to reimburse the exchange agent and the Luxembourg exchange agent for certain of their out-of-pocket
expenses in connection with the Offer, and

e to indemnify the exchange agent and the Luxembourg exchange agent against certain liabilities,
including liabilities under the U.S. Securities Act of 1933, as amended.

In connection with the Offer, the international joint dealer managers advanced, on behalf of Argentina,
certain amounts for the partial payment of certain fees of The Bank of New York as exchange agent. The exchange
agent reimbursed those amounts to the international joint dealer managers following receipt of payment from
Argentina.

Listing
Application has been made to list each series of Pars, Discounts and GDP-linked Securities on the
Luxembourg Stock Exchange, and application will be made to list each series of New Securities on the Buenos

Aires Stock Exchange and on Mercado Abierto Electronico.

Argentina intends to make an application to list each series of euro-denominated and U.S. dollar-
denominated Pars, Discounts and GDP-linked Securities on a regulated market organized and managed by Borsa
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Italiana S.p.A., provided all requirements for such listing are met; however, we can offer no assurance that such
application, if made, will be approved before the Settlement Date or at all.
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JURISDICTIONAL RESTRICTIONS

The distribution of the Offer Materials and this Offer are restricted by law in certain jurisdictions. Persons
into whose possession the Offer Materials come are required by Argentina to inform themselves of and to observe
any of these restrictions.

The Offer Materials do not constitute, and may not be used in connection with, an offer or solicitation by
anyone in any jurisdiction in which an offer or solicitation is not authorized or in which the person making an offer
or solicitation is not qualified to do so or to any person to whom it is unlawful to make an offer or solicitation.
Neither Argentina nor the international joint dealer managers accept any responsibility for any violation by any
person of the restrictions applicable in any jurisdiction.

In any jurisdiction in which the Offer is required to be made by a licensed broker or dealer and in which
any international joint dealer manager or any of its affiliates is so licensed, it shall be deemed to be made by such
international joint dealer manager or such affiliate on behalf of Argentina.

Argentina
No restrictions apply to the Offer.

Austria

The Offer will be made in Austria by means of a public offer under the exemption for sovereign states from
the obligation to publish an audited prospectus pursuant to §3/1/2 of the Capital Markets Act (Kapitalmarktgesetz).

Bahrain

No offer may be made to the public in the Kingdom of Bahrain to subscribe for the New Securities and the
Offer Materials may not be issued, passed to or made available to the public generally.

Belgium
The Offer Materials have not been notified to or approved by the Belgian Banking, Finance and Insurance
Commission (“Commission bancaire, financiere et des assurances”/“Commissie voor het Bank-, Financie- en

Assurantiewezen”) and are therefore transmitted on a purely confidential basis. Accordingly,

e the New Securities may not be offered for sale, sold or marketed in Belgium by means of a public offer
under Belgian law;

e the Offer will be made in Belgium exclusively to either:

e persons who each subscribe for a minimum of €250,000, or

e qualifying institutional investors acting for their own account and listed in Article 3, 2° of the
Royal Decree of July 7, 1999. In addition, if an investor is a consumer within the meaning of
Article 1.7 of the Law of July 14, 1991 on consumer protection and trade practices, a sale of New
Securities must be made in compliance with the provisions of such law and its implementing
legislation.

Canada (Ontario and Québec Only)

Provinces

The New Securities may only be offered to investors located in the provinces of Ontario and Québec.
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Responsibility

Except as otherwise expressly required by applicable law or as agreed to in contract, no representation,
warranty, or undertaking (express or implied) is made and no responsibilities or liabilities of any kind or nature
whatsoever are accepted by any international joint dealer manager, the information agent, the exchange agent or the
Luxembourg exchange agent as to the accuracy or completeness of the information contained in the Offer Materials
or any other information provided by Argentina in connection with the Offer.

Resale Restrictions

The Offer will be made in Canada on a private placement basis only and will be exempt from the
requirement that Argentina prepare and file a prospectus with the relevant Canadian securities regulatory authorities.
Accordingly, any resale of the New Securities must be made in accordance with applicable securities laws that may
require resales to be made in accordance with exemptions from registration and prospectus requirements.

Purchasers are advised to seek legal advice prior to any resale of the New Securities.

Representations of Participants

Each Canadian investor who participates in the Offer will be deemed to have represented to Argentina and
the international joint dealer managers that:

e the Offer was made exclusively through the Offer Materials and was not made through an
advertisement of the Offer in any printed media of general and regular paid circulation, radio,
television or telecommunications, including electronic display, or any other form of advertising in
Canada,

e where required by law, the investor is participating in the Offer as principal for its own account and not
as agent; and

o the investor or any ultimate investor for which such participant is acting as authorized agent is entitled
under applicable Canadian securities laws to participate in the Offer without the benefit of a prospectus
qualified under such securities laws, and without limiting the generality of the foregoing:

e in the case of an investor located in Ontario who is tendering Eligible Securities through a non-
Canadian dealer registered as an international dealer, the investor, or any ultimate investor for
which such participant is acting as agent, is an “accredited investor”, other than an individual, as
that term is defined in Ontario Securities Commission Rule 45-501—Exempt Distributions and is
a person to which a dealer registered as an international dealer in Ontario may transact, and

¢ in the case of an investor located in Québec who is tendering Eligible Securities through a non-
Canadian dealer, such investor is a “sophisticated purchaser” within the meaning of sections 44 or
45 of the Securities Act (Québec).

Taxation and Eligibility for Investment

Any discussion of taxation and related matters contained in the Offer Materials does not purport to be a
comprehensive description of all the tax considerations that may be relevant to a decision to participate in the Offer.
Canadian participants in the Offer should consult their own legal and tax advisers with respect to the tax
consequences of participating in the Offer in their particular circumstances under relevant Canadian legislation and
regulations.

Rights of Action for Damages or Rescission (Ontario Only)

Securities legislation in Ontario provides that every purchaser of securities pursuant to the Offer Materials
shall have a statutory right of action for damages or rescission against Argentina and any selling security holder in
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the event the Offer Materials contain a misrepresentation as defined in the Securities Act (Ontario). Ontario
purchasers who purchase a security offered by the Offer Materials during the period of distribution are deemed to
have relied on the misrepresentation if it was a misrepresentation at the time of purchase. Ontario purchasers who
elect to exercise a right of rescission against Argentina and any selling holder on whose behalf the distribution is
made shall have no right of action for damages against Argentina or the selling holders, if any. The right of action
for rescission or damages conferred by the statute is in addition to, and without derogation from, any other right the
purchaser may have at law. Prospective Ontario purchasers should refer to the applicable provisions of the Ontario
securities legislation and are advised to consult their own legal advisers as to which, or whether any, of such rights
or other rights may be available to them.

Enforcement of Legal Rights

Argentina is a foreign sovereign state. Therefore, it may not be possible for Canadian investors to effect
service of process within Canada upon Argentina or to satisfy a judgment against Argentina in Canada or to enforce
a judgment obtained in Canadian courts against Argentina.

Language of Documents

Each Canadian investor, by submitting an offer, acknowledges that it is such investor’s express wish that
all documents evidencing or relating in any way to the Offer be drawn up in the English language only. Chaque
investisseur canadien, en soumettant une offre, reconnait que c’est a sa volonté expresse que tous les documents
faisant foi ou se rapportant de quelque maniere que ce soit a 1’Offre soient rédigés en anglais seulement.

Cayman Islands
NOTICE TO THE PUBLIC IN THE CAYMAN ISLANDS:

Neither the Offer nor any offer to subscribe for the New Securities may be made to the public in the
Cayman Islands.

Channel Islands (Jersey Only)

The Offer Materials shall not be circulated in Jersey (or made available on a website accessible to residents
of Jersey) unless an identical offer is, for the time being, being circulated in the United Kingdom without
contravening the provisions of the Financial Services and Markets Act, 2000 or the Public Offers of Securities
Regulations, 1995 or, to the extent relevant, of the Borrowing (Control and Guarantees) Act 1946 or the Companies
Act 1985 of the United Kingdom.

Denmark

The New Securities are being offered and sold in Denmark by means of a public offer under this prospectus
supplement and the accompanying prospectus, as recognized by the Danish Financial Supervisory Authority and
published through the Danish Commerce and Companies Agency pursuant to Section 17 of Danish Executive Order
no. 166/2003 on initial public offers of certain securities.

France

No offering circular (including this prospectus supplement and the prospectus) subject to the approval
(visa) of the Autorité des Marchés Financiers has been prepared in connection with the Offer. The New Securities
may not be offered or sold, directly or indirectly, to the public in France and neither this prospectus supplement, the
prospectus or any other Offer Materials or information contained therein relating to the New Securities may be
released, issued or distributed or caused to be released, issued or distributed to the public in France, or used in
connection with any offer in respect of the New Securities to the public in France. The Offer shall be made in
France only to qualified investors (investisseurs qualifiés) acting for their own account as defined in Article 1. 411-2
of the French Code Monétaire et Financier and Décret no. 98-880 dated October 1, 1998. Persons into whose
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possession any Offer Materials come must inform themselves about and observe any such restrictions. The Offer
does not constitute a solicitation by anyone not authorized to so act and the Offer Materials may not be used for or in
connection with the Offer to solicit anyone to whom it is unlawful to make the Offer.

Germany

The Offer Materials have not been submitted for approval by the Federal Financial Supervisory Authority
(Bundesanstalt fiir Finanzdienstleistungsaufsicht), which we refer to as “BaFin.” Accordingly, holders of Eligible
Securities who are German residents or persons located in the Federal Republic of Germany should not rely on the
Offer Materials as a source of information or for instructions on how to tender Eligible Securities.

The New Securities are being offered and sold in the Federal Republic of Germany by means of a public
offer under a prospectus (the “German Prospectus”) admitted to publication by BaFin under the German Securities
Sales Prospectus Act (Wertpapier-Verkaufsprospektgesetz), and in compliance with applicable laws, rules and
regulations in force in the Federal Republic of Germany. Holders in the Federal Republic of Germany should
review, and make their decision to participate in the Offer solely on the basis of, and in accordance with the
procedures described in, the German Prospectus.

Hong Kong

No person or entity may issue or have in its possession for the purposes of issue any advertisement,
invitation or document relating to the New Securities, whether in Hong Kong or elsewhere, which is directed at, or
the contents of which are likely to be accessed or read by, the public in Hong Kong (except if permitted to do so
under the securities laws of Hong Kong) other than with respect to New Securities which are or are intended to be
disposed of only to persons outside Hong Kong or only to “professional investors” within the meaning of the
Securities and Futures Ordinance (Cap.571) and any rules made thereunder.

Ireland

The Offer is being made by a sovereign state and is not subject to the prospectus requirements of the
European Communities (Transferable Securities and Stock Exchange) Regulations (1992) or the Companies Acts of
Ireland (1963 to 2003) and no registration of any prospectus or other materials (including the Offer Materials) will
be made in Ireland in relation to the Offer.

Italy

The Offer Materials have not been submitted to the clearance procedure of the Commissione Nazionale per
le Societa e la Borsa, which we refer to as “CONSOB.” Accordingly, holders of Eligible Securities who are Italian
residents or persons located in the Republic of Italy should not rely on the Offer Materials as a source of information
or for instructions on how to tender Eligible Securities.

The Offer may only be made in Italy in accordance with a separate prospectus describing, inter alia, the
terms of the Offer and the appropriate procedures for Italian residents or persons located in the Republic of Italy
wishing to participate therein, prepared in the Italian language and approved by CONSOB (the “Italian Prospectus”).
Accordingly, holders of Eligible Securities who are Italian residents or persons located in the Republic of Italy
should review, make their decision to participate in the Offer and accept the Offer solely on the basis of, and in
accordance with the procedures described in, the Italian Prospectus. The Offer will not be deemed to have been
launched in Italy and is not addressed to holders of Eligible Securities resident or located in the Republic of Italy,
and no tenders from holders of Eligible Securities resident or located in the Republic of Italy will be accepted,
unless and until the Italian Prospectus has been approved by CONSOB.
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Japan

The Offer Materials have not been filed with or approved by the Kanto Local Finance Bureau.
Accordingly, holders of Eligible Securities who are Japanese residents or persons located in Japan should not rely on
the Offer Materials as a source of information or for instructions on how to tender Eligible Securities.

Subject to regulatory approval, securities with terms that are substantially similar to those of the Pars,
Discounts and Quasi-pars will be offered and sold in Japan by means of a public offer under a prospectus (the
“Japanese Prospectus”) approved under the Securities and Exchange Law of Japan, and in compliance with
applicable laws, rules and regulations in force in Japan. Holders in Japan should review, and make their decision to
participate in the offer in Japan solely on the basis of, and in accordance with the procedures described in, the
Japanese Prospectus.

Luxembourg

The Offer is being made in Luxembourg pursuant to a public offer and a listing of the Pars, Discounts and
GDP-linked Securities on the Luxembourg Stock Exchange under the Offer Materials. Holders in Luxembourg
should review, and make their decision to participate in the Offer solely on the basis of and in accordance with the
procedures described in, the Offer Materials.

Monaco

The New Securities may not and will not be offered or sold in Monaco except through an intermediary
approved in Monaco, in accordance with the Monaco Financial Services Law. Offers and sales of New Securities
may be made outside of Monaco and forwarded to Holders in Monaco without restriction under Monegasque law.

The Netherlands

The New Securities are being offered and sold in the Netherlands by means of a public offer under this
prospectus supplement and the accompanying prospectus, as recognized by the Netherlands Authority for the
Financial Markets (Autoriteit Financiéle Markten), which we refer to as the “AFM”, under Article 3 of the
Securities Transactions Supervision Decree 1995 (Besluit toezicht effectenverkeer 1995) in reliance on the certificate
of approval issued by the Luxembourg CSSF, together with any supplemental disclosure required and/or approved
by the AFM (this prospectus supplement and the accompanying prospectus together with any such supplement, the
“Dutch Prospectus”), and in compliance with applicable laws, rules and regulations in force in the Netherlands.
Holders of Eligible Securities in the Netherlands should review, and make their decision to participate in the Offer
solely on the basis of and in accordance with the procedures described in, the Dutch Prospectus.

The Netherlands Antilles

The laws of the Netherlands Antilles do not stipulate that the Offer or the offer or sale of the New
Securities in the Netherlands Antilles be approved by any regulatory authority.

Portugal

The Offer has not been registered with the Portuguese Securities Exchange Commission (“Comissdo do
Mercado de Valores Mobilidarios ) and therefore the New Securities to be given in exchange for Eligible Securities
may not be offered or tendered to the public in Portugal or under circumstances which are deemed to be a public
offer under the Portuguese Securities Code (“Codigo dos Valores Mobiliarios”). In addition, the Offer Materials
may not be publicly distributed in Portugal, and no publicity or marketing activities related to the Offer may be
conducted in Portugal.

The Offer is not addressed to holders of Eligible Securities resident or located in Portugal, and no tenders

from holders of Eligible Securities resident or located in Portugal will be accepted, unless such holders are
institutional investors (“investidores institucionais”), as defined in article 30 of the Portuguese Securities Code, in
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which case the New Securities may be offered and sold through a private offer under article 110/1, a) of the
Portuguese Securities Code.

Russia
Notice to recipients:

The Offer Materials are being distributed to a limited circle of persons only and are provided exclusively
for your own information and are not to be provided or otherwise made available by you to any other person or
entity. The information provided in the Offer Materials is not an advertisement of the New Securities in the Russian
Federation and is not intended to create or maintain an interest in Argentina, the Offer or the New Securities or to
facilitate any sale, exchange or transfer of the New Securities in the Russian Federation or to any Russian person or
entity.

The New Securities are securities of a foreign issuer under Russian law. No sale, exchange or transfer of
the New Securities may take place in the Russian Federation or to any Russian person or entity. Neither the issue of
the New Securities nor a securities prospectus in respect of the New Securities has been, or is intended to be,
registered with the Federal Service for Financial Markets of the Russian Federation. The information provided in
this prospectus supplement and prospectus is not an offer, or an invitation to make offers, to sell, exchange or
otherwise transfer the New Securities in the Russian Federation or to any Russian person or entity.

Singapore

The Offer is made only to and directed at, and the New Securities are only available to, persons in
Singapore who are existing bondholders of bonds previously issued by Argentina. The Offer is not an offer, sale or
invitation of the New Securities to any other person in Singapore. Subscriptions for the New Securities will not be
accepted from any person in Singapore other than persons in Singapore who are existing bondholders of bonds
previously issued by Argentina.

Spain

The New Securities are being offered and sold in the Kingdom of Spain by means of a public offer under
this prospectus supplement and the accompanying prospectus, as registered with the Comision Nacional del
Mercado de Valores, which we refer to as the “CNMV”, under the mutual recognition process in reliance on the
certificate of approval issued by the Luxembourg CSSF, together with any additional information required and
approved by the CNMYV (this prospectus supplement and the accompanying prospectus together with any such
additional information, the “Spanish Prospectus”), and in compliance with applicable laws, rules and regulations in
force in the Kingdom of Spain. Holders in the Kingdom of Spain should review, and make their decision to
participate in the Offer solely on the basis of and in accordance with the procedures described in, the Spanish
Prospectus.

Switzerland

The New Securities will not be listed on the SWX Swiss Exchange and the Offer Materials do not,
therefore, constitute a prospectus in accordance with the Listing Rules of the SWX Swiss Exchange.

United Kingdom

The Offer Materials are only being distributed to and are only directed at persons who fall within one or
more of the following categories:

e persons who are outside the United Kingdom; or

e investment professionals falling within Article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2001 (the “Order”); or
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e high net worth entities falling within Article 49(2)(a) to (d) of the Order; or

e  other persons to whom it may lawfully be communicated (all such persons together being referred to as
“relevant persons”).

The Offer is only available to, and any offer or agreement to subscribe for, purchase or otherwise acquire
the New Securities will be engaged in only with, relevant persons. Any person who is not a relevant person should
not act or rely on the Offer Materials or any of their contents. Any holder of Eligible Securities who offers to
exchange Eligible Securities in connection with the Offer will be deemed to represent that it is a relevant person.

Uruguay

The offering of the New Securities pursuant to this Offer constitutes a private placement under Uruguayan
law and the New Securities will not be registered with the Central Bank of Uruguay.
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FORWARD-LOOKING STATEMENTS

Argentina has made forward-looking statements in this document and in the accompanying prospectus.
Statements that are not historical facts are forward-looking statements. These statements are based on Argentina’s
current plans, estimates, assumptions and projections. Therefore, you should not place undue reliance on them.
Forward-looking statements speak only as of the date they are made, and Argentina undertakes no obligation to
update any of them in light of new information or future events.

Forward-looking statements involve inherent risks. Argentina cautions you that many factors could affect
the future performance of the Argentine economy. These factors include, but are not limited to:

e adverse external factors, such as adverse changes in Argentina’s credit ratings, decisions of
international financial institutions, such as the International Monetary Fund, regarding the terms of
their financial assistance to Argentina, a decline in foreign investment, changes in international prices
(including commodity prices), high international interest rates and recession or low economic growth
in Argentina’s trading partners. A decline in foreign direct investment could deprive the Argentine
economy of capital needed for economic growth. Changes in international prices and high
international interest rates could increase Argentina’s current account deficit and budgetary
expenditures. Recession or low economic growth in Argentina’s trading partners could decrease
exports from Argentina, induce a contraction of the Argentine economy and, indirectly, reduce tax
revenues and other public sector revenues and adversely affect the country’s fiscal accounts;

e adverse domestic factors, such as domestic inflation, the ability of the Government to implement
economic reforms, the level of domestic debt, high domestic interest rates, the level of foreign
currency reserves and exchange rate volatility. Each of these factors could lead to lower economic
growth; and

e other adverse factors, such as climatic or political events, international or domestic hostilities and
political uncertainty.
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VALIDITY OF THE NEW SECURITIES

The validity of the New Securities will be passed upon for Argentina by the Procurador del Tesoro de la
Nacion of Argentina and by Cleary Gottlieb Steen & Hamilton LLP, special United States counsel to Argentina, and
for the international joint dealer managers, by Sullivan & Cromwell LLP, United States counsel to the international
joint dealer managers, as to New Securities governed by New York law, by Allen & Overy LLP, English counsel to
the international joint dealer managers, as to New Securities governed by English law, and by Bruchou, Fernandez
Madero, Lombardi & Mitrani, Argentine counsel to the international joint dealer managers, as to New Securities
governed by Argentine law.

As to all matters of Argentine law, Cleary Gottlieb Steen & Hamilton LLP may rely on the opinion of the
Procurador del Tesoro de la Nacion, and Sullivan & Cromwell LLP and Allen & Overy LLP may rely on the
opinion of Bruchou, Fernandez Madero, Lombardi & Mitrani. As to all matters of United States law, the
Procurador del Tesoro de la Nacion may rely on the opinion of Cleary Gottlieb Steen & Hamilton LLP. As to all
matters of United States law, Bruchou, Fernandez Madero, Lombardi & Mitrani and Allen & Overy LLP may rely
on the opinion of Sullivan & Cromwell LLP. As to all matters of English law, Bruchou, Ferndndez Madero,
Lombardi & Mitrani and Sullivan & Cromwell LLP may rely on the opinion of Allen & Overy LLP.
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GENERAL INFORMATION
Due Authorization

Argentina has authorized the creation and issue of the New Securities pursuant to Decree No. 1,733
(December 2004) and Decree No. 1,735 (December 2004).

Listing and Listing Agent; Exchange Agent and Luxembourg Exchange Agent

Application has been made to list each series of Pars, Discounts, and GDP-linked Securities on the
Luxembourg Stock Exchange, and application will be made to list the New Securities on the Buenos Aires Stock
Exchange and on Mercado Abierto Electronico. The Luxembourg listing agent is Kredietbank S.A.
Luxembourgeoise. Argentina intends to make an application to list each series of Pars, Discounts and GDP-linked
Securities on a regulated market organized and managed by Borsa Italiana S.p.A.; however, there can be no
guarantee that such listing will be completed before the Settlement Date, or at all.

In connection with the Offer, Argentina has appointed The Bank of New York as exchange agent and
Georgeson Shareholder Communications, Inc. as information agent. You may obtain copies of the Offer Materials
free of charge by contacting the information agent at the address indicated on the back cover page of this prospectus
supplement. For any tenders submitted in Luxembourg, please contact the information agent or The Bank of New
York (Luxembourg) S.A.

Argentina has not appointed a Luxembourg trustee paying and transfer agent for the New Securities. If
Argentina were to issue New Securities in definitive form in the limited circumstances described in this prospectus
supplement, Argentina will appoint such an agent in Luxembourg, where definitive New Securities could be
presented for payment and/or transfer. Pending the appointment of a Luxembourg paying or transfer agent,
Kredietbank S.A. Luxembourgeoise, the Luxembourg listing agent for the New Securities, will act as intermediary in
Luxembourg between you and Argentina.

Documents Relating to the New Securities

Copies of the registration statements referred to above under “Global Offering”, which include the forms of
the trust indenture, the international dealer manager agreement, the prospectus, this prospectus supplement
(including the form of paper acceptance notice attached as Annex G to this prospectus supplement) and forms of the
New Securities may be inspected free of charge during normal business hours on any day, except Saturdays,
Sundays and public holidays in Luxembourg, at the offices of the listing agent in Luxembourg, as long as the Pars,
Discounts and GDP-linked Securities are listed on the Luxembourg Stock Exchange. Copies of the prospectus and
this prospectus supplement may be obtained during normal business hours on any day, except Saturdays, Sundays
and public holidays, at the offices of the listing agent in Luxembourg, as long as the Pars, Discounts and GDP-
linked Securities are listed on the Luxembourg Stock Exchange.

Where You Can Find More Information

Argentina has filed with the SEC a registration statement under the Securities Act covering the New
Securities. This prospectus supplement and the accompanying prospectus do not contain all of the information
included in the registration statement. Any statement made in this prospectus supplement or the accompanying
prospectus concerning the contents of any contract, agreement or other document is not necessarily complete. If we
have filed any contract, agreement or other document as an exhibit to the registration statement, you should read the
exhibit for a more complete understanding of the document or matter involved. Each statement regarding a contract,
agreement or other document is qualified in its entirety by reference to the actual document.

You may read and copy the registration statement, including its various exhibits, and any reports,
statements or other information that Argentina has filed, upon payment of a duplicating fee to the SEC. You may
also read and copy these documents at the SEC’s public reference room located at Room 1024, Judiciary Plaza, 450
Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the
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operation of the public reference rooms. These documents are also available free of charge at the Luxembourg
Stock Exchange and the offices of the Luxembourg exchange agent. All filings that Argentina makes electronically
are also available to the public via the SEC’s Internet site at http://www.sec.gov.

Notices

For so long as any series of Pars, Discounts, and GDP-linked Securities are listed on the Luxembourg Stock
Exchange, all notices to holders of such series shall be published in a newspaper with general circulation in
Luxembourg (which is expected to be the Luxemburger Wort or the Tageblatt) or otherwise in compliance with the
relevant listing rules of the Luxembourg Stock Exchange.

Clearing

Euroclear and Clearstream, Luxembourg have accepted all of the New Securities, including each of the
single units comprising Pars, Discounts or Quasi-pars and their corresponding GDP-linked Securities, for clearance
through their clearance systems. The New Securities denominated in U.S. dollars, including each of the single units
comprising Pars or Discounts and their corresponding GDP-linked Securities (other than U.S. dollar-denominated
New Securities governed by Argentine law) have been accepted for clearance through DTC’s book-entry settlement
system. Caja de Valores has accepted all of the New Securities, including each of the single units comprising Pars,
Discounts or Quasi-pars and their corresponding GDP-linked Securities, for clearance through its clearance system.

Upon settlement, Euroclear, Clearstream, Luxembourg, DTC and Caja de Valores, as applicable, will create
the following securities codes for the New Securities, including security codes for each of the single units
comprising the Pars, Discounts and Quasi-pars and their corresponding GDP-linked Securities, and the security
codes under which each the Pars, Discounts or Quasi-pars and the GDP-linked Securities will separately trade upon

expiration of 180 days following the first day of the Settlement Date:

Security ISIN Common Code CUSIP
U.S. dollar-denominated Par and GDP-linked US040114GN48 020941197 040114 GN 4
Security single units (governed by New York law)

U.S. dollar-denominated Par and GDP-linked ARARGEO3E162 020979364 N/A
Security single units (governed by Argentine law)

Euro-denominated Par and GDP-linked Security XS0205540536 020554536 N/A
single units

Peso-denominated Par and GDP-linked Security ARARGEO3E170 090979534 N/A
single units

U.S. dollar-denominated Discount and GDP-linked =~ US040114GP95 020941251 040114 GP 9
Security single units (governed by New York law)

U.S. dollar-denominated Discount and GDP-linked = ARARGEO3E188 090983205 N/A
Security single units (governed by Argentine law)

Euro-denominated Discount and GDP-linked XS0205550170 020555017 N/A
Security single units

Peso-denominated Discount and GDP-linked ARARGEO3E196 020983469 N/A
Security single units

Quasi-Par and GDP-linked Security single units ARARGEO03E204 020983574 N/A
U.S. dollar-denominated Pars (governed by New US040114GK09 020937122 040114 GK 0
York law)

U.S. dollar-denominated Pars (governed by ARARGEO3E097 020948850 N/A
Argentine law)

Euro-denominated Pars XS0205537581 020553758 N/A
Peso-denominated Pars ARARGEO3E105 020948965 N/A
U.S. dollar-denominated Discounts (governed by US040114GL81 020937173 040114 GL 8

New York law)
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U.S. dollar-denominated Discounts (governed by
Argentine law)

Euro-denominated Discounts

Peso-denominated Discounts

Quasi-Pars

US dollar-denominated GDP-linked Securities
(governed by New York law)

US dollar-denominated GDP-linked Securities
(governed by Argentine law)
Euro-denominated GDP-linked Securities
Peso-denominated GDP-linked Securities

ARARGEO3E113

XS0205545840
ARARGEO03E121
ARARGEO03E139

US040114GM64

ARARGEO3E154

XS0209139244
ARARGEO3E147

020949031

020554584
020949058
020949066

020937181

020978961

020913924
020979194

N/A

N/A
N/A
N/A

040114 GM 6

N/A

N/A
N/A

During the period of 180 days following the first day of the Settlement Date, each GDP-linked Security
will remain attached to and trade as a single unit with the underlying Par, Discount or Quasi-par under a shared
securities code. Upon expiration of this 180-day period, the GDP-linked Securities and the underlying Pars,
Discounts or Quasi-pars will automatically detach and will no longer constitute a single unit. Thereafter, the GDP-
linked Securities will trade independently from the underlying Pars, Discounts or Quasi-pars under distinct securities
codes. No action will be required on the part of holders of the New Securities for purposes of effecting this
detachment, as all necessary actions to effect this detachment will take place within the respective clearing systems.
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Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Letras Externas, Argentine peso
11.75% due 2007

040114AS9

P0450KAB9

008239606

007358270

Letras Externas, Argentine peso
8.75% due 2002>

040114AT7

P8055KAPO

007815590

Letras Externas, Austrian schillings
7% due 2004*

007572719

ATO0001912331

Letras Externas, euro 8.75% due
2003*

008407142

XS0084071421

Letras Externas, euro 10% due
2005*

010569478

XS0105694789

Letras Externas, euro EURIBOR +
5.10% due 2004*

010522447

XS0105224470

Letras Externas, euro 8.125% due
2004*

010920329

XS0109203298

Letras Externas, euro 9% due 2005*

040114FZ8

P8055KFQ3

012438079

011130704

Letras Externas, euro 9.25% due
2004*

011383351

XS0113833510

Letras Externas, euro 10% due
2007*

012452870

XS0124528703

Letras Externas, euro Fixed-rate due
2028*

04011MARI1

04011NAR9

008730261

Strip Coupon, euro Fixed-rate due
2006™

04011MALA4

04011NAL2

008730202

Strip Coupon, euro Fixed-rate due
2011~

04011MAM?2

0401 INAMO

008730229

Strip Coupon, euro Fixed-rate due
2016™

04011MANO

0401 1NANS

008730237

Strip Coupon, euro Fixed-rate due
2021*

04011MAP5

04011NAP3

008730245

Strip Coupon, euro Fixed-rate due
2026"

04011MAQ3

04011NAQ!1

010794862

008730253

z

Denotes Eligible Securities listed on the Luxembourg Stock Exchange



Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Letras Externas, euro 8.50% due

2010* 008927782 XS0089277825
Letras Externas, euro 10.50% 2000

and 7% 2001-2004 due 2004* P8055KDQ5 009696075 XS0096960751
Letras Externas, euro 7.125% due

2002* 009831487 XS0098314874
Letras Externas, British pounds

sterling 10% due 2007* P8055KAJ4 007724373 XS0077243730
Letras Externas, Italian lira 11% due

2003* 007053142 XS0070531420
Letras Externas, Italian lira 10% due

2007* 007189834 XS0071898349
Letras Externas, Italian lira LIBOR

+ 1.6% due 2004* 007639724 XS0076397248
Letras Externas, Italian lira 10%

1997 - 1999 and 7.625 % 1999-2007

due 2007* 007850239 XS0078502399
Letras Externas, Italian lira 9.25 %

1997-1999 and 7% 1999-2004 due

2004* 008080925 XS0080809253
Letras Externas, Italian lira 9%

1997-1999 and 7% 1999-2004 due

2004* 008105758 XS0081057589
Letras Externas, Italian lira 10.375%

1998-2000 and 8% 2001-2009 due

2009* P805S5KBM6 008483248 XS0084832483
Letras Externas, Italian lira LIBOR

+2.5% due 2005 008859086 XS0088590863
Letras Externas, Japanese yen 7.4%

due 2006 (EMTN Series 38) * 006549098 XS0065490988
Letras Externas, Japanese yen 7.4%

due 2006 (EMTN Series 40) * 006612555 XS0066125559

z

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.



Eligible Securities CusSIP Common Code
144A REGS 144A REGS

Letras Externas, Japanese yen 7.4%

due 2006 (EMTN Series 36)* 006491081 XS0064910812

Letras Externas, Japanese yen 6%

due 2005* 007080816 XS0070808166

Letras Externas, Japanese yen 4.4%

due 2004*> 007624930 XS0076249308

Letras Externas, Japanese yen 3.5%

due 2009* 010035406 XS0100354066

Letras Externas, U.S. dollar

LIBOR+5.75% due 2004* 04011MAS9 | 04011NAS7 009590684

Letras Externas, U.S. dollar

BADLAR' +2.98% due 2004 (Series

75)° %
Strip Interest 01/02" 14224041 XS0142240414
Strip Interest 02/02" * 14231129 XS0142311298
Strip Interest 03/02"" * 14231137 XS0142311371
Strip Interest 04/02"" * 14231170 XS0142311702
Strip Interest 05/02"" * 14231196 XS0142311967
Strip Interest 06/02™ 14231218 XS0142312189
Strip Interest 07/02™ * 14231234 XS0142312346
Strip Interest 08/02 ™ * 14231269 XS0142312692
Strip Interest 09/02™ * 14231277 XS0142312775
Strip Interest 10/02™ 14231293 XS0142312932
Strip Interest 11/02™* 14231307 XS0142313070

'

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.

BADLAR is the local Argentine interest rate for time deposits in excess of U.S.$1 million.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security may separately t
order to effect an exchange of that stripped coupon pursuant to the Offer.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.
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Eligible Securities CusSIP Common Code
144A REGS 144A REGS
Strip Interest 12/02"" * 14231323 XS0142313237
Strip Interest 01/03"" * 14231374 XS0142313740
Strip Interest 02/03" 14231463 XS0142314631
Strip Interest 03/03" 14231536 XS0142315364
Strip Interest 04/03™ 14231587 XS0142315877
Strip Interest 05/03" 14231625 XS0142316255
Strip Interest 06/03"" * 14231641 XS0142316412
Strip Interest 07/03"* 14231676 XS0142316768
Strip Interest 08/03"" * 14231684 XS0142316842
Strip Interest 09/03"" * 14231714 XS0142317147
Strip Interest 10/03"" * 14231757 XS0142317576
Strip Interest 11/03""* 14231773 XS0142317733
Strip Interest 12/03"" * 14231781 XS0142317816
Strip Interest 01/04™ 14231811 XS0142318111
Strip Interest 02/04™ 14231854 XS0142318541
Strip Interest 03/04™ * 14231919 XS0142319192
Strip Interest 04/04™ * 14231935 XS0142319358
Strip Interest 05/04"" * 14232010 XS0142320109
Strip Principal 05/11/03™ 14242414 XS0142424141
Strip Principal 08/11/03™ 14242619 XS0142426195
Strip Principal 11/11/03"" * 14242678 XS0142426781
Strip Principal 02/11/04""> 14242759 XS0142427599
Strip Principal 05/11//04™ * 14242813 XS0142428134

P

'

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.



Eligible Securities CUSIP Common Code
144A REGS 144A REGS

Letras Externas, U.S. dollar

BADLAR +2.98% due 2004 (Series

75) (Tranch 7)" *
Strip Interest 01/02 T.7"" 14224297 XS0142242972
Strip Interest 02/02 T.7""* 14246541 XS0142465417
Strip Interest 03/02 T.7""* 14246576 XS0142465763
Strip Interest 04/02 T.7"* 14246592 XS0142465920
Strip Interest 05/02 T.7" * 14246614 XS0142466142
Strip Interest 06/02 T.7" * 14246665 XS0142466654
Strip Interest 07/02 T.7" * 15078979 XS0150789799
Strip Interest 08/02 T.7" > 15085312 XS0150853124
Strip Interest 09/02 T.7""* 15085339 XS0150853397
Strip Interest 10/02 T.7"" * 15085347 XS0150853470
Strip Interest 11/02 T.7"" 15085355 XS0150853553
Strip Interest 12/02 T.7"" 15085363 XS0150853637
Strip Interest 01/03 T.7"" * 15740523 XS0157405233
Strip Interest 02/03 T.7" * 15740647 XS0157406470
Strip Interest 03/03 T.7"* 15740809 XS0157408096
Strip Interest 04/03 T.7" > 15740876 XS0157408765
Strip Interest 05/03 T.7" > 15740906 XS0157409060
Strip Interest 06/03 T.7""* 15740914 XS0157409144
Strip Interest 07/03 T.7""* 17014943 XS0170149438
Strip Interest 08/03 T.7"" * 17015036 XS0170150360
Strip Interest 09/03 T.7""* 17015087 XS0170150873

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security may separately t
order to effect an exchange of that stripped coupon pursuant to the Offer.

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.
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Eligible Securities CusSIP Common Code
144A REGS 144A REGS

Strip Interest 10/03 T.7" * 17015125 XS0170151251
Strip Interest 11/03 T.7" > 17015290 XS0170152903
Strip Interest 12/03 T.7" > 17015427 XS0170154271
Strip Interest 01/04 T.7""* 17969072 XS0179690721
Strip Interest 02/04 T.7""* 17969153 XS0179691539
Strip Interest 03/04 T.7""* 17969242 XS0179692420
Strip Interest 04/04 T.7""* 17969447 XS0179694475
Strip Interest 05/04 T.7""* 18880571 XS0188805716
Strip Principal 05/11/03 T.7" * 16933139 XS0169331393
Strip Principal 08/11/03 T.7""* 16935239 XS0169352399
Strip Principal 11/11/03 T.7"* 16935379 XS0169353793
Strip Principal 02/11/04 T.7""* 16935468 XS0169354684
Strip Principal 05/11/04 T.7""* 16935565 XS0169355657

Letras Externas, U.S. dollar

ENCUESTA? + 4.95% due 2004

(Series 74)" *
Strip Interest 01/02" 14223908 XS0142239085
Strip Interest 02/02"" * 14227687 XS0142276871
Strip Interest 03/02"" * 14227768 XS0142277689
Strip Interest 04/02"" * 14227946 XS0142279461
Strip Interest 05/02™ * 14228128 XS0142281285
Strip Interest 06/02™ * 14228179 XS0142281798
Strip Interest 07/02"* 14228225 XS0142282259

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.
ENCUESTA is the local Argentine interest rate for time deposits of less than or equal to U.S.$1 million.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security may separately t
order to effect an exchange of that stripped coupon pursuant to the Offer.

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.
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Eligible Securities CusSIP Common Code
144A REGS 144A REGS
Strip Interest 08/02"" * 14228268 XS0142282689
Strip Interest 09/02""* 14228276 XS0142282762
Strip Interest 10/02""* 14228349 XS0142283497
Strip Interest 11/02™* 14228381 XS0142283810
Strip Interest 12/02™ * 14228390 XS0142283901
Strip Interest 01/03™ * 14228420 XS0142284206
Strip Interest 02/03"* 14228519 XS0142285195
Strip Interest 03/03™"* 14228756 XS0142287563
Strip Interest 04/03"" * 14228772 XS0142287720
Strip Interest 05/03"" * 14228829 XS0142288298
Strip Interest 06/03™ * 14228861 XS0142288611
Strip Interest 07/03"" > 14228918 XS0142289189
Strip Interest 08/03""* 14229027 XS0142290278
Strip Interest 09/03™ * 14229078 XS0142290781
Strip Interest 10/03™ * 14229159 XS0142291599
Strip Interest 11/03™* 14229230 XS0142292308
Strip Interest 12/03™* 14229272 XS0142292720
Strip Interest 01/04""* 14229299 XS0142292993
Strip Interest 02/04"" * 14229418 XS0142294189
Strip Interest 03/04"" * 14229485 XS0142294858
Strip Interest 04/04"" > 14229515 XS0142295152
Strip Interest 05/04"" > 14229566 XS0142295665
Strip Principal 05/11/05™* 14245405 XS0142454056
Strip Principal 08/11/03™* 14245472 XS0142454726
Strip Principal 11/11/03™* 14245847 XS0142458479
Strip Principal 02/11/04™* 14245936 XS0142459360

" Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.

z

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.



Eligible Securities

CUSIP

Common Code

144A REGS 144A REGS

Strip Principal 05/11/04™* 14245987 XS0142459873

Letras Externas, U.S. dollar

ENCUESTA + 4.95% due 2004

(Series 74) (Tranch 7)"*
Strip Interest 01/02 T.7"" * 14224203 XS0142242030
Strip Interest 02/02 T.7""* 14246177 XS0142461770
Strip Interest 03/02 T.7""* 14246231 XS0142462315
Strip Interest 04/02 T.7""* 14246274 XS0142462745
Strip Interest 05/02 T.7""* 14246347 XS0142463479
Strip Interest 06/02 T.7" * 14246444 XS0142464444
Strip Interest 07/02 T.7" > 15042583 XS0150425832
Strip Interest 08/02 T.7" > 15047470 XS0150474707
Strip Interest 09/02 T.7""* 15047631 XS0150476314
Strip Interest 10/02 T.7""* 15047828 XS0150478286
Strip Interest 11/02 T.7""* 15047992 XS0150479920
Strip Interest 12/02 T.7""* 15048115 XS0150481157
Strip Interest 01/03 T.7""* 15739762 XS0157397620
Strip Interest 02/03 T.7""* 15739886 XS0157398867
Strip Interest 03/03 T.7"* 15739924 XS0157399246
Strip Interest 04/03 T.7" * 15739932 XS0157399329
Strip Interest 05/03 T.7" > 15739959 XS0157399592
Strip Interest 06/03 T.7" * 15739983 XS0157399832
Strip Interest 07/03 T.7" * 17014781 XS0170147812
Strip Interest 08/03 T.7"" * 17014811 XS0170148117

'

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security may separately t
order to effect an exchange of that stripped coupon pursuant to the Offer.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.
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Eligible Securities CUSIP Common Code
144A REGS 144A REGS

Strip Interest 09/03 T.7""* 17014838 XS0170148380
Strip Interest 10/03 T.7" > 17014846 XS0170148463
Strip Interest 11/03 T.7" > 17014854 XS0170148547
Strip Interest 12/03 T.7"" * 17014889 XS0170148893
Strip Interest 01/04 T.7""* 17966546 XS0179665466
Strip Interest 02/04 T.7""* 17968416 XS0179684161
Strip Interest 03/04 T.7"* 17968688 XS0179686885
Strip Interest 04/04 T.7""* 17968734 XS0179687347
Strip Interest 05/04 T.7"* 18879921 XS0188799216
Strip Principal 05/11/03 T.7"* 16930601 XS0169306015
Strip Principal 08/11/03 T.7" > 16932388 XS0169323887
Strip Principal 11/11/03 T.7"" * 16932523 XS0169325239
Strip Principal 02/11/04 T.7"* 16932639 XS0169326393
Strip Principal 05/11/04 T.7"* 16932698 XS0169326989

Bonds, German deutsche mark 7%

due 2004’ * P8055KAF2 007425279 DE0001904308

Bonds, German deutsche mark 8%

due 2009 * P8055KAWS 008115036 DE0001954907

Bonds, German deutsche mark 7.875

% due 2005 * 008902712 DE0002488509

Bonds, German deutsche mark 14%

1999 - 2000 and 9% 2001-2008 due

2008 * P8055KCQ6 009213457 DE0001767101

ok

z

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.

Physical or definitive form.



Bonds, German deutsche mark

medium-term 2002 10.5%* * P1024ECK6 006115667 DE0001300200
Bonds, German deutsche mark

medium-term 2003 10.25%** P1024ECXS8 006295690 DE0001308609
Bonds, German deutsche mark 2006

11.25%* P1024EDG4 006505724 DE0001319507
Bonds, German deutsche mark

11.75% due 2011** P1024EDP4 006615490 DE0001325017
Bonds, German deutsche mark 9%

due 2003** 006937985 DE0001340909
Bonds, German deutsche mark 12%

due 2016** P1024EDU3 006937993 DE0001340917
Bonds, German deutsche mark

11.75% due 2026° = P1024EDV1 007080239 DE0001348100
Bonds, German deutsche mark 8.5%

due 2005°* P1024EEB4 007208324 DE0001354751
Bonds, euro 11% 1999-2001 and 8%

2002-2008 due 2008° * P8055KBKO 008421285 DE0001974608
Bonds, euro 8% 1999-2002, 8.25%

2002-2006 and 9% 2007-2010 due

2010°*% P8055KCB9 008819530 DE0002483203
Bonds, euro 9% due 2003 * 011250858 DE0002466208
Bonds, euro 10% due 2007 * P8055KGF6 011674445 DE0005450258
Bonds, euro 9% due 2006> P8055KDM4 009662979 DE0002998952
Bonds, euro 10% due 2004* P8O5S5KETS 010463661 DE0004500558
Bonds, euro 9.75% due 2003* P8055KEQ4 010419328 DE0003538914
Bonds, euro 10.25% due 2007> P8055KEZ4 010632471 DE0004509005
Bonds, euro 15% 2000-2001 and 8%

2002-2008 due 2008° * P8055KCZ6 009474447 DE0002923851

4

3

z

Definitive form for which individual holder amounts and amounts administered by Clearstream AG cannot be determined.

Physical or definitive form.

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.



Bonds, euro 9.5% due 2004* P8055KDB8 009491929 DE0002929452
Bonds, euro 9% due 2009* P8055KDT9 009746064 DE0003045357
Bonds, euro 8.5% due 2004° * P8055KDYS8 009871608 DE0003089850
Bonds, euro 9.25% due 2002* P8055KEH4 010254680 DE0003527966
Bonds, Swiss franc 7% due 2003> 007109873 CH0005458101

Bonds, euro 8% due 2002> 009519882 1T0006527292

Bonds, euro EURIBOR + 4% due

2003* 010016819 IT0006529769

Samurai Bonds, Japanese yen 5% 007225113

due 2002* 007225156 JP503200ASCO
Samurai Bonds, (Series 5) 5.40% 010551528

due 2003* 010551544 JP503200AWC2
Samurai Bonds, Japanese yen (Series 011249965

6) 5.125% due 2004 011249884 JP503200A061

Samurai Bonds, Japanese yen (Series 011732127

7) 4.85% 2000-2005> 011732003 JP503200A095

Discount Bonds, German deutsche

mark DEM L+0.8125% due 2023* 004327080 DE0004103015

3 Definitive form bearer securities in an aggregate original principal amount of €350,000,000, of € 342,476,000 is held through Clearstream and €7,524,000 is held outsid

o Denotes Eligible Securities listed on the Luxembourg Stock Exchange.

Definitive form bearer securities in an aggregate original principal amount of €650,000,000, of which € 649,857,000 is held through Clearstream and €143,000 is held o



Eligible Securities

CUsSIP

Common Code

144A

REGS

144A

REGS

Par Bonds, German deutsche mark

DEM 5.87% due 2023* 004327098 DE0004103007

Global Bonds, Argentine peso 10%

2001-2004 and 12% 2004-2008 due

20087 013027846 XS0130278467

Global Bonds, euro 8.125% due

2008* P8055KBX2 008633347 XS0086333472

Global Bonds, 7% 2001-2004 and

15.5% 2004-2008 due 2008> 040114GF1 013027897 US040114GF14

Global Bonds, U.S. dollar 12.25%

due 2018* 040114GG9 013027935 US040114GG96

Global Bonds, U.S. dollar 12% due

2031 (capitalized)z 040114GH7 013027994 US040114GH79

Discount Bonds, U.S. dollar

L+0.8125% due 2023 (BR) and XS0043118172

(RG)* P04981BQ1 004311817 XS0043118339

Par Bonds, U.S. dollar 6% due 2023 XS0043119147

(BR) and (RG)* P04981BN8 004311914 XS0043119576
XS0043120236

Bonds, U.S. dollar floating rate L + XS0043120582

0.8125% (BR) and (RG) z P04981CE7 004312023 XS0043120822

Global Bonds, U.S. dollar 8.375%

due 2003* 040114AH3 004785428 US040114AH34

Alternative Participation

Instruments, U.S. dollar 4% due

2013% 001522990 XS0015229908

Global Bonds, U.S. dollar 11% due

2006 040114ANO 007022140 US040114AN02

Global Bonds, U.S. dollar 11.375%

due 2017* 040114AR1 007321473 US040114AR16

7

z

This security will be deemed to be denominated in U.S. dollars for purposes of determining its Eligible Amount, which will be calculated using the dollar-peso exchange

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.



Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Global Bonds, U.S. dollar 9.75% due

2027% 040114AV2 008010129 US040114AV28
Adjustable Margin Bonds, U.S.

dollar due November 2002 (Span

02)* 040114AW0 008307385 US040114AWO01
Bonds, U.S. dollar variable rate due

2005 (FRAN)* 040114AX8 008607184 US040114AX83
Global Bonds, U.S. dollar

amortizing 8.875% due 2029* 040114BD1 009529985 US040114BD11

Global Bonds, U.S. dollar 11% due

2005* 040114AZ3 009272780 US040114AZ32
Global Bonds, U.S. dollar 12.125%

due 2019* 040114BC3 009515755 US040114BC38
Global Bonds, U.S. dollar 11.75%

due 2009 040114BE9 009639713 US040114BE93

Global Bonds, U.S. dollar zero-

coupon due October 2003 (Series E)

z 040114BK5 010302960 US040114BK53
Global Bonds, U.S. dollar zero-

coupon due October 2004 (Series F)

z 040114BL3 010302978 US040114BL37
Global Bonds, U.S. dollar 10.25%

due 2030* 040114GB0 011453040 US040114GB00
Global Bonds, U.S. dollar 12% due

2031% P8055KGV1 012370750 USP8055KGV19
Global Bonds, U.S. dollar 12.375%

due 2012% 040114GD6 012425040 US040114GD65
Global Bonds, U.S. dollar 12% due

2020* 040114FB1 010730554 US040114FB19

Global Bonds, U.S. dollar 11.375%

due 2010* 040114FC9 010909899 US040114FC91

z

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.



Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Global Bonds, U.S. dollar 11.75%

due 2015> 040114GA2 011259197 US040114GA27
Bonds, Spanish peseta 7.5% due
2002* P04981EPO 007611960 ES0273541013
Bonds, euro 14% 2000-2001 and 8%
2002-2008 due 2008* 009611215 DE0002966900
Bonds, euro 10% 1999-2001 and 8%
2002-2008 due 2008 (fungible) > 010345758 XS0103457585
Bonds, 1992 (Bonex 92)"" ARARGE030122
Bonds, 1992 (Bonex 92) March
2002 interest coupon” ARARGE044404
Bontes, 9.9375% due 2027 ARARGEO032136
Bontes, 11.25% due 2004 ARARGE032409
Bontes, 11.75% due 2006 ARARGE033076
Bontes, 11.75% due 2003 ARARGEO032573
Bontes, 12.125% due 2005 ARARGE032581
Bontes, 8.75% due 2002 ARARGE031633
Bontes, variable rate ENCUESTA+
3.2% due 2003 ARARGEO032086
Bono del Gobierno Nacional, 9% ARARGE033233
due 2002 (RML)
Pagaré o Bono del Gobierno
Nacional, variable rate ENCUESTA
+ 5.8% due 2006 ARARGEO033340
Bono Pagaré, Series A ENCUESTA
+5.8% due 2002 ARARGE033449

'

Denotes Eligible Securities listed on the Luxembourg Stock Exchange.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security will be required

order to effect an exchange of the security pursuant to the Offer.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.



Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Bono Pagaré, Series B BADLAR +
3% due 2002

ARARGE033456

Bono Pagaré, Series C BADLAR +
0.75% due 2002

ARARGEO033464

Bono Pagareé, Series 111
ENCUESTA + 4% due 2002

ARARGE032714

Bono Pagaré, Series IV
ENCUESTA + 3.3% due 2002

ARARGE032862

Bono Pagaré, Series V ENCUESTA
+5.8% due 2002

ARARGE032953

Bono Pagaré, Series VI
ENCUESTA + 4.35% due 2004

ARARGE033084

Pagaré, fixed rate Series 1 14.75%
due 2002 (HEXAGON II)

ARARGE03D206

Pagaré, fixed rate Series II 14.75%
due 2002 (HEXAGON III)

ARARGEO03D214

Pagarés, U.S. dollar floating rate
BADLAR + 4.5% due 2006
(RADAR III)

ARARGEO033415

Pagarés, U.S. dollar floating rate
BADLAR + 4.5% due 2006
(RADAR 1V)

ARARGEO033431

Pagarés, U.S. dollar floating rate
BADLAR + 4% due 2005
(HEXAGON IV)

ARARGE033522

Pagarés, U.S. dollar floating rate
Series | BADLAR + 4.5% due 2007
(CELTIC])

ARARGE033472

Pagarés, U.S. dollar floating rate
Series ] BADLAR + 4.05% due
2003 (RADAR )

ARARGE033266

Pagarés, U.S. dollar floating rate
Series I BADLAR + 4.05% due
2003 (RADAR II)

ARARGE033274

Pagarés, U.S. dollar floating rate
Series I BADLAR + 4.5% due 2007
(CELTIC IT)

ARARGE033480




Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Debt Consolidation Bonds, U.S.
dollar 3" Series (Pre 6)

ARARGE033183

Debt Consolidation Bonds, U.S.
dollar 2" Series (Pre 4)

004590619

ARP04981DG19

Debt Consolidation Bonds, U.S.
dollar 2™ Series (Pre 4) Amortizing
Payment Coupon January 2002

ARARGE043901

Debt Consolidation Bonds, U.S.
dollar 2" Series (Pre 4) Amortizing
Payment Coupon February 2002

ARARGE044032

Debt Consolidation Bonds, U.S.
dollar 2™ Series (Pre 4) Amortizing
Payment Coupon March 2002

ARARGE044198

Debt Consolidation Bonds, U.S.
dollar 1** Series (Pro 2)

004309979

ARP04981BA66

Debt Consolidation Bonds, U.S.
dollar 1* Series (Pro 2) Amortizing
Payment Coupon January 2002

ARARGE043927

Debt Consolidation Bonds, U.S.
dollar 1** Series (Pro 2) Amortizing
Payment Coupon February 2002

ARARGE044008

Debt Consolidation Bonds, U.S.
dollar 1* Series (Pro 2) Amortizing
Payment Coupon March 2002

ARARGE044164

Debt Consolidation Bonds, U.S.
dollar 2™ Series (Pro 4)

009172521

ARARGEO031773

Debt Consolidation Bonds, U.S.
dollar 2™ Series (Pro 4) Amortizing
Payment Coupon December 2001

ARARGE043877

Debt Consolidation Bonds, U.S.
dollar 2™ Series (Pro 4) Amortizing
Payment Coupon January 2002

ARARGE044073

Debt Consolidation Bonds, U.S.
dollar 2™ Series (Pro 4) Amortizing
Payment Coupon February 2002

ARARGE044230

Debt Consolidation Bonds, U.S.
dollar 3™ Series (Pro 6)

009650636

ARARGE032177




Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Debt Consolidation Bonds, U.S.
dollar 3™ Series (Pro 6) Amortizing

Payment Coupon January 2002 ARARGE043851
Debt Consolidation Bonds, U.S.
dollar 4" Series (Pro 8) ARARGE033191
Debt Consolidation Bonds, U.S.
dollar 5" Series (Pro 10)™" ARARGE033217
Debt Consolidation Bonds,
U.S. dollar 5" Series (Pro 10)
Interest Coupon ARARGE043836
Treasury Bonds, capitalized interest
11.49128% 2000-2020 ARARGE03D222
Capitalized Certificates, U.S. dollar ARARGEO03D230
10.5% 1998-2018
Hydrocarbon Royalties
Restructuring Bonds 007821859 ARARGE030114
Hydrocarbon Royalties
Restructuring Bonds, Amortizing
Payment Coupons January 2002 ARARGE044081
Hydrocarbon Royalties
Restructuring Bonds, Amortizing
Payment Coupons February 2002 ARARGE043992
Hydrocarbon Royalties
Restructuring Bonds, Amortizing
Payment Coupons March 2002 ARARGE044156
Ferrobonos ARARGE030056
Letra del Tesoro 90 due March 2002 ARARGE033134
Letra del Tesoro 105 due February ARARGE033738

2002

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security will be required

order to effect an exchange of the security pursuant to the Offer.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.



Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Letra del Tesoro 106 due March
2002

ARARGE033746

Letra del Tesoro 108 due February
2002

ARARGEO033795

Letra del Tesoro 109 due March
2002

ARARGE033803

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pre 3)

004590520

ARP04981DH91

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pre 3)
Amortizing Payment Coupon due
January 2002

ARARGE043893

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pre 3)
Amortizing Payment Coupon due
February 2002

ARARGE044057

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pre 3)
Amortizing Payment Coupon due
March 2002

ARARGE044214

Debt Consolidation Bonds,
Argentine peso 1% Series (Pro 1)

004316347

ARP04981BV04

Debt Consolidation Bonds,
Argentine peso 1* Series (Pro 1)
Amortizing Payment Coupon due
January 2002

ARARGE043919

Debt Consolidation Bonds,
Argentine peso 1% Series (Pro 1)
Amortizing Payment Coupon due
February 2002

ARARGE044016

Debt Consolidation Bonds,
Argentine peso 1% Series (Pro 1)
Amortizing Payment Coupon due
March 2002

ARARGE044172

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pro 3)

013035997

ARARGE031781




Eligible Securities

CUSIP

Common Code

144A

REGS

144A

REGS

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pro 3)
Amortizing Payment Coupon due
December 2001

ARARGE043885

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pro 3)
Amortizing Payment Coupon due
January 2002

ARARGE044065

Debt Consolidation Bonds,
Argentine peso 2™ Series (Pro 3)
Amortizing Payment Coupon due
February 2002

ARARGE044222

Debt Consolidation Bonds,
Argentine peso 3™ Series (Pro 5)

009592342

ARARGE032185

Debt Consolidation Bonds,
Argentine peso 3™ Series (Pro 5)
Amortizing Payment Coupon due
January 2002

ARARGE043869

Debt Consolidation Bonds,
Argentine peso 5™ Series (Pro 9)"

ARARGE033225

Debt Consolidation Bonds,
Argentine peso 5" Series (Pro
9) Payment Coupon due
January 2002 .

ARARGE043844

Letes Bice due July 2002

ARARGE03D248

Derechos Creditorios

ARARGE03D255

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security will be required

order to effect an exchange of the security pursuant to the Offer.

Represents the stripped payment coupon for unpaid interest or principal owed in respect of the underlying security.



PRINCIPAL PAYMENT SCHEDULE FOR
U.S. DOLLAR-DENOMINATED
PARS AND DISCOUNTS

ANNEX B

The following table sets forth the anticipated schedule for the repayment of principal in respect of Pars and
Discounts denominated in U.S. dollars, per U.S.$1,000 of principal amount:

Pars Discounts
Payment Payment Amount Payment Payment Amount
Date (in U.S. dollars) Date (in U.S. dollars)
9/30/2029 50.00 6/30/2024 70.14
3/31/2030 50.00 12/31/2024 70.14
9/30/2030 50.00 6/30/2025 70.14
3/31/2031 50.00 12/31/2025 70.14
9/30/2031 50.00 6/30/2026 70.14
3/31/2032 50.00 12/31/2026 70.14
9/30/2032 50.00 6/30/2027 70.14
3/31/2033 50.00 12/31/2027 70.14
9/30/2033 50.00 6/30/2028 70.14
3/31/2034 50.00 12/31/2028 70.14
9/30/2034 50.00 6/30/2029 70.14
3/31/2035 50.00 12/31/2029 70.14
9/30/2035 50.00 6/30/2030 70.14
3/31/2036 50.00 12/31/2030 70.14
9/30/2036 50.00 6/30/2031 70.14
3/31/2037 50.00 12/31/2031 70.14
9/30/2037 50.00 6/30/2032 70.14
3/31/2038 50.00 12/31/2032 70.14
9/30/2038 50.00 6/30/2033 70.14
12/31/2038 50.00 12/31/2033 70.14
Total: U.S.$1,000.00 Total: U.S.$1,402.82
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The following description does not purport to be complete and is qualified in its entirety by the applicable documentation for the E

In the table below, “original principal amount” refers to the aggregate principal amount in which each series of Eligible Securities
including the original principal amount of any securities of that series that were issued after the initial issuance date, but excluding
of any securities of that series that were not longer outstanding as of December 31, 2001, because Argentina either repurchased or :
does not reflect any capitalization of interest or amortizations between the date on which the Eligible Securities of that series were
2001. The “scaling factor” reflects any amortizations or capitalization of interest from the date on which the Eligible Securities of
December 31, 2001. “Outstanding principal amount as of December 31, 2001 refers to the outstanding principal of the Eligible S
remained outstanding as of such date. Accordingly, it reflects any amortizations or capitalization of interest that took place betwee
Eligible Securities of that series were issued and December 31, 2001.

The statement you receive from your custodian relating to the account in which you hold your Eligible Security may express your |
original principal amount of your Eligible Security or its outstanding principal amount. You should ascertain which method is use
purposes of calculating the Eligible Amount corresponding to your Eligible Security. If your statement expresses the outstanding |
below), you must divide that amount by the scaling factor (column C below) in order to calculate the original principal amount of
B below). Once you have calculated, or if your statement expresses, the original principal amount of your Eligible Security, you c
Amount corresponding to your Eligible Security by multiplying your original principal amount by the Eligible Amount per unit of
principal amount (column G below).

Accrued but
-1 unpaid
3§L%Ii;2= Outstanding interest up to
. . .e Relevant ISIN (Unless otherwise amount (in Scaling factor Dt E QYT S LDTCOG U
Eligible Securities - S of December 31, December 31,
currency noted) millions of (%) N q
relevant 2001, (in millions of 2001, (in
ST relevant currency) millions of
¥ relevant
currency)
A B C D=B*C E
Global Bonds, U.S. dollar o
8.375% due 2003 U.S. dollar US040114AH34 1,794.39 100.00% 1,794.39 4.59
Global Bonds, U.S. dollar o
11% due 2005 U.S. dollar US040114AZ32 821.56 100.00% 821.56 6.78
?llﬁ’/';i‘iluggr(‘)%% U.S. dollar U.S. dollar US040114AN02 1,185.35 100.00% 1,185.35 29.70
Global Bonds, 7% 2001-
2004 and 15.5% 2004-2008 U.S. dollar US040114GF14 5,024.66 100.00% 5,024.66 11.72
due 2008
Global Bonds, U.S. dollar N
11.75% due 2009 U.S. dollar US040114BE93 1,197.03 100.00% 1,197.03 32.82
Global Bonds, U.S. dollar o
11.375% due 2010 U.S. dollar US040114FC91 775.04 100.00% 775.04 25.96
Global Bonds, U.S. dollar o
12.375% due 2012 U.S. dollar US040114GD65 465.34 100.00% 465.34 20.79




Accrued but
unpaid

3?;%;12 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities currenc noted) millions of (%) of December 31, December 31,
y relevant A 2001, (in millions of 2001, (in
) relevant currency) millions of
¥y relevant
currency)
A B C D=B*C E
Global Bonds, U.S. dollar o
11.75% due 2015 U.S. dollar US040114GA27 718.19 100.00% 718.19 3.75
Global Bonds, U.S. dollar N
11.375% due 2017 U.S. dollar US040114AR16 1,903.65 100.00% 1,903.65 90.23
Global Bonds, U.S. dollar o
12.125% due 2019 U.S. dollar US040114BC38 146.78 100.00% 146.78 6.23
(13212/})"‘(‘11;:‘;%‘;% US. dollar U.S. dollar US040114FB19 121.65 100.00% 121.65 6.08
517"5'?)21 fu‘éngg’;'s' dollar U.S. dollar US040114AV28 809.51 100.00% 809.51 2236
Global Bonds, U.S. dollar
amortizing 8.875% due U.S. dollar US040114BD11 125.00 100.00% 125.00 3.70
2029
Global Bonds, U.S. dollar N
10.25% due 2030 U.S. dollar US040114GB00 166.02 100.00% 166.02 7.56
Global Bonds, U.S. dollar o
12% due 2031 U.S. dollar USP8055KGV19 13.21 100.00% 13.21 0.66
Adjustable Margin Bonds,
U.S. dollar due November U.S. dollar US040114AWO01 130.14 100.00% 130.14 1.55
2002 (Span 02)
Bonds, U.S. dollar variable o
rate due 2005 (FRAN) U.S. dollar US040114AX83 383.47 100.00% 383.47 21.89
Alternative Participation
Instruments, U.S. dollar 4% U.S. dollar XS0015229908 3.96 85.20% 3.37 0.04
due 2013
Letras Externas, U.S. dollar US0401 1MAS98* o
LIBOR-5.75% due 2004 U.S. dollar US04011NAS71® 225.90 100.00% 225.90 445
ﬁf;}“; fex;f)r(;’;s’ ltalian lira euro XS0070531420 258.23 100.00% 25823 442
fgﬁ;}“g lix;eo”(;’;"* ltalian lira euro XS0071898349 309.87 100.00% 309.87 30.82

' Rule 144A identification code.

Q

Regulation S identification code.
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Accrued but
unpaid

3&%;2;11 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
relevant
currency)
A B C D=B*C E
Letras Externas, Italian lira
10% 1997 - 1999 and 7.625 euro XS0078502399 387.34 100.00% 387.34 11.49
% 1999-2007 due 2007
Letras Externas, Italian lira
9.25% 1997-1999 and 7% euro XS0080809253 387.34 100.00% 387.34 21.31
1999-2004 due 2004
Letras Externas, Italian lira
9% 1997-1999 and 7% euro XS0081057589 193.67 100.00% 193.67 10.66
1999-2004 due 2004
Letras Externas, Italian lira
10.375% 1998-2000 and euro XS0084832483 387.34 100.00% 387.34 5.16
8% 2001-2009 due 2009
ﬁgg‘REff" 6”‘;;“(1{;:1;%%}:” euro XS0076397248 258.23 100.00% 258.23 1.20
ﬁgg]ﬁtsf ;’;}Sﬁ:g%%?m euro XS0088590863 516.46 100.00% 516.46 7.20
ﬁgi Zhd%g;”m 90 due U.S. dollar ARARGE033134 44851 100.00% 44851 -
Letra del Tesoro 105 due U.S. dollar ARARGE033738 119.70 100.00% 119.70 -
February 2002
Letra del Tesoro 106 due U.S. dollar ARARGE033746 116.82 100.00% 116.82 -
March 2002
Letra del Tesoro 108 due U.S. dollar ARARGE033795 24.98 100.00% 24.98 ;
February 2002
ﬁ;; Zhd%g;”m 109 due U.S. dollar ARARGE033803 30.79 100.00% 30.79 -
Letes Bice due July 2002 Argentine peso ARARGE03D248 26.62 100.00% 26.62 -
Treasury Bonds, capitalized
interest 11.49128% 2000- U.S. dollar ARARGE03D222 0.65 111.49% 0.72 0.04
2020
Bono del Gobierno
Nacional, 9% due 2002 U.S. dollar ARARGEO033233 561.76 100.00% 561.76 10.53

(RML)
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Eligible Securities

Relevant
currency

ISIN (Unless otherwise
noted)

Original
principal
amount (in
millions of
relevant
currency)

Scaling factor
(%)

Outstanding
principal amount as
of December 31,
2001, (in millions of
relevant currency)

Accrued but
unpaid
interest up to
but excluding
December 31,
2001, (in
millions of
relevant
currency)

A

B

C

D=B*C

E

U.S. dollar

XS0142454056

100.00%

Letras Externas, U.S. dollar 1,066.18 1,055.75 10.36
ENCUESTA! +4.95% due
2004" (Series 74)

(including Tranche 7)

XS0142454726
XS0142458479
XS0142459360
XS0142459873
XS0169306015
XS0169323887
XS0169325239
XS0169326393
XS0169326989
XS0142239085
XS0142276871
XS0142277689
XS0142279461
XS0142281285
XS0142281798
XS0142282259
XS0142282689
XS0142282762
XS0142283497
XS0142283810
XS0142283901
XS0142284206
XS0142285195
XS0142287563
XS0142287720
XS50142288298

ENCUESTA is the local Argentine interest rate for time deposits of less than or equal to U.S.$1 million.

ok

Reflects deduction of tax payment amounts.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip
each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.87186, which represents the Eligible Amount per unit of relevant currency of the aggregate face valug
corresponding to this series.

C-4



Eligible Securities

Relevant
currency

ISIN (Unless otherwise
noted)

Original
principal
amount (in
millions of
relevant
currency)

Scaling factor
(%)

Outstanding
principal amount as
of December 31,
2001, (in millions of
relevant currency)

Accrued but
unpaid
interest up to
but excluding
December 31,
2001, (in
millions of
relevant
currency)

B

D=B*C

E

XS0142288611
XS0142289189
XS0142290278
XS0142290781
XS0142291599
XS0142292308
XS0142292720
XS0142292993
XS0142294189
XS0142294858
XS0142295152
XS0142295665
XS0142242030
XS0142461770
XS0142462315
XS0142462745
XS0142463479
XS0142464444
XS0150425832
XS0150474707
XS0150476314
XS0150478286
XS0150479920
XS0150481157
XS0157397620
XS0157398867
XS0157399246

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip
each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.87186, which represents the Eligible Amount per unit of relevant currency of the aggregate face valug
corresponding to this series.
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Accrued but
a-A unpaid
Ol"lgl.nal Outstanding interest up to
principal Aoet] q
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
2001, (in millions of 2001, (in
relevant g
relevant currency) millions of
currency)
relevant
currency)
A B € D=B*C E
XS0157399329
XS0157399592
XS0157399832
XS0170147812
XS0170148117
XS0170148380
XS0170148463
XS0170148547
XS0170148893
XS0179665466
XS0179684161
XS0179686885
XS0179687347
XS0188799216
Derechos Creditorios Argentine peso ARARGEO03D255 282.76 56.74% 160.44 0.74
- T
]1;:;2 “ f;‘;i;}”gfle ‘;f)goe;‘“ne Argentine peso U%i%i%lz ﬁsggﬂ 16.86 100.00% 16.86 0.76
IL):;Z o _fg‘f,/‘;’gﬁzggg;mme Argentine peso 1%5}3%4005151122133 519 59.24 100.00% 59.24 2.46
Debt Consolidation Bonds
. L . ARARGE033225 o
ﬁ)rrgoergl;llgf peso 5th Series Argentine peso ARARGE043844 88.36 100.00% 88.36 0.68

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip
each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.87186, which represents the Eligible Amount per unit of relevant currency of the aggregate face valuc
corresponding to this series.

t Rule 144A identification code.
Regulation S identification code.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security will t
coupon for this tranche in order to effect an exchange of the security pursuant to the Offer.

C-6



Accrued but
. . unpaid
3?;%;12 Outstanding interest up to
Eligible Securities Relevant ISIN (Unless otherwise amount (in Scaling factor P r:;g;; :z::;t:;; as B‘;z:ﬁ;:fgllg
8 v currency noted) millions of (%) AAEE S SeAE
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
y relevant
currency)
A B C D=B*C E
Global Bonds, Argentine
peso, 10% 2001-2004 and Argentine peso XS0130278467 725.29 100.00% 725.29 20.55
12% 2004-2008 due 2008°
1 0,
235’(‘;3‘15’ Swiss franc 7% due Swiss franc CH0005458101 300.00 100.00% 300.00 1.57
i‘;’r‘fz S;“d“lf:;g(‘)‘;i‘"‘he euro DE0001354751 511.29 100.00% 511.29 37.18
. 0
E‘;‘SS{ IG;Sr;‘agucle‘zlgsocé‘f euro DE0001319507 511.29 100.00% 511.29 41.70
. 0
i‘;ﬁfsl’lG;’srﬁZagu‘i"%S;:e euro DE0001348100 255.65 100.00% 255.65 401
i‘;?lfsfzf,}/er(il?lznzgj‘22$°he euro DE0001340917 191.73 100.00% 191.73 6.52
(]
i‘;’r‘lfsf 1G7e;f,;‘aé‘u‘ie;(tfl°1}1? euro DE0001325017 511.29 100.00% 511.29 36.88
. (]
Par Bonds, German
deutsche mark DEM 5.87% euro DE0004103007 145.44 100.00% 145.44 0.00
due 2023
Bonds, German deutsche
mark medium-term 2002 euro DE0001300200 511.29 100.00% 511.29 7.01
10.5%"

This security will be deemed to be denominated in U.S. dollars for purposes of determining its Eligible Amount, which will be calculated using the dollar-pes
31,2003, (2.9175).

Physical or definitive form.
Definitive form for which individual holder amounts and amounts administered by Clearstream AG cannot be determined.

The original principal amount of Discounts to be received in exchange for tenders of this Eligible Security will be determined on the basis of the Brady Resid
which for the entire series of this Eligible Security is currently estimated to be €96.66 million based on the value of the Brady Collateral for this Eligible Secu
determine the Brady Residual Amount corresponding to your holdings of this Eligible Security, you must multiply the original principal amount of the Eligibl]
Residual Amount per unit of relevant currency of original principal amount of this Eligible Security. We currently estimate this amount to be 0.66463 based
this Eligible Security as of October 31, 2004. We can offer no assurance, however, that the Brady Residual Amount or the Brady Residual Amount per unit o
Eligible Security will be the same as those set forth above, as the actual value of the Brady Collateral will not be determined until shortly before the Settlemer
Brady Residual Amount is calculated, see “Terms of the Offer—Consideration to be Received Pursuant to Tenders of Par Brady Bonds and Discount Brady E

C-7



Accrued but
a-A unpaid
Ol"lgl.nal Outstanding interest up to
principal rincipal amount as but excludin
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor P P g
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
relevant currency) millions of
currency)
relevant
currency)
A B € D=B*C E
Bonds, German deutsche o
mark 8% due 2009 euro DE0001954907 511.29 100.00% 511.29 6.82
Bonds, German deutsche o
mark 7.875 % due 2005 euro DE0002488509 383.47 100.00% 383.47 12.75
Bonds, German deutsche
mark 14% 1999 - 2000 and euro DE0001767101 255.65 100.00% 255.65 2.68
9% 2001-2008 due 2008
Letras Externas, Austrian o
schillings 7% due 2004 euro AT0001912331 72.67 100.00% 72.67 4.00
Bonds, German deutsche o
mark 9% due 2003 euro DE0001340909 191.73 100.00% 191.73 4.89
Bonds, German deutsche
mark medium-term 2003 euro DE0001308609 511.29 100.00% 511.29 4731
10.25%"
Bonds, German deutsche o
mark 7% due 2004% euro DE0001904308 766.94 100.00% 766.94 42.20
Letras Externas, British British pound
pounds sterling 10% due sterl?ng XS0077243730 200.00 100.00% 200.00 10.33
2007
Letras Externas, Japanese o
ven 6% due 2005 Japanese yen XS0070808166 50,000.00 100.00% 50,000.00 2,308.33
Letras Externas, Japanese
yen 7.4% due 2006 (EMTN Japanese yen XS0064910812 7,000.00 100.00% 7,000.00 325.19
Series 36)
Letras Externas, Japanese
yen 7.4% due 2006 (EMTN Japanese yen XS0066125559 8,000.00 100.00% 8,000.00 404.53
Series 40)
Letras Externas, Japanese
yen 7.4% due apanese yen ,000. .00% ,000. .
7.4% due 2006 (EMTN J XS0065490988 8,000.00 100.00% 8,000.00 439.07
Series 38)
Letras Externas, Japanese o
ven 4.4% due 2004 Japanese yen XS0076249308 50,000.05 100.00% 50,000.05 207.78

®

Physical or definitive form.

C-8

Definitive form for which individual holder amounts and amounts administered by Clearstream AG cannot be determined.



Accrued but
unpaid

3?;%;12 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities currenc noted) millions of (%) of December 31, December 31,
y relevant A 2001, (in millions of 2001, (in
) relevant currency) millions of
iy relevant
currency)
A B C D=B*C E
Samurai Bonds, Japanese
. i JP503200A061
0, 0,
}zlgr(;iSerles 6) 5.125% due Japanese yen 011249965 0112498842 60,000.00 100.00% 60,000.00 145.21
ésg’gfsa‘tgﬁzazséégpa“ese Japanese yen XS0100354066 18,000.00 100.00% 18,000.00 245.00
Samurai Bonds, Japanese
. ’ JP503200A095
o, _ 0,
}ZISISS(Serles 7) 4.85% 2000 Japanese yen 011732127 0117320032 61,500.00 100.00% 61,500.00 787.11
Samurai Bonds, (Series 5) JP503200AWC2 o
5.40% due 2003 Japanese yen 010551528 010551544 20,000.00 100.00% 20,000.00 41.42
Samurai Bonds, Japanese JP503200ASCO o
yen 5% due 2002 Japanese yen 007225113 007225156" 50,000.05 100.00% 50,000.05 76.39
Bontes, 11.25% due 2004 U.S. dollar ARARGE032409 508.74 100.00% 508.74 5.88
Bontes, 12.125% due 2005 U.S. dollar ARARGE032581 759.54 100.00% 759.54 10.23
Bontes, 9.9375% due 2027 U.S. dollar ARARGE032136 3.40 100.00% 3.40 0.10
Pagarés, U.S. dollar
floating rate Series |
BADLAR® + 4.5% due U.S. dollar ARARGE033472 186.00 100.00% 186.00 5.52
2007 (CELTIC I)
Pagarés, U.S. dollar
floating rate BADLAR + o
4.5% due 2006 (RADAR U.S. dollar ARARGE033431 232.00 100.00% 232.00 6.75
V)
Pagarés, U.S. dollar
floating rate BADLAR + N
4.5% due 2006 (RADAR U.S. dollar ARARGE033415 361.92 100.00% 361.92 9.93
111)
FERROBONOS U.S. dollar ARARGE030056 5.51 100.00% 5.51 0.06

A

4

Common ID identification code.

BADLAR is the local Argentine interest rate for time deposits in excess of U.S.$1 million.

C-9



Accrued but
. . unpaid
3?;%;12 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities currenc noted) millions of (%) of December 31, December 31,
y relevant A 2001, (in millions of 2001, (in
) relevant currency) millions of
Y relevant
currency)
A B C D=B*C E
Pagarés, U.S. dollar
floating rate Series 11 o
BADLAR -+ 4.5% duc 2007 U.S. dollar ARARGE033480 279.07 100.00% 279.07 8.74
(CELTIC II)
Pagarés, U.S. dollar
floating rate BADLAR + N
4% due 2005 (HEXAGON U.S. dollar ARARGE033522 464.07 100.00% 464.07 14.28
V)
Bonds, U.S. dollar floating XS0043120236
rate L + 0.8125% (BR) and U.S. dollar XS0043120582 2,923.54 56.00% 1,637.18 14.12
(RG) XS0043120822
Par Bonds, U.S. dollar 6% XS0043119147 o
due 2023 (BR) and (RG) U.S. dollar XS0043119576 2,259.56 100.00% 2,259.56 0.00
Global Bonds, U.S. dollar
zero-coupon due October U.S. dollar US040114BK53 250.00 81.50% 203.75 4.51
2003 (Series E)
Pagarés, U.S. dollar
floating rate Series 1 o
BADLAR + 4.05% duc U.S. dollar ARARGE033266 349.47 100.00% 349.47 10.32
2003 (RADARI)
Pagarés, U.S. dollar
floating rate Series 11 o
BADLAR -+ 4.05% duc U.S. dollar ARARGE033274 351.68 100.00% 351.68 5.09
2003 (RADAR 1II)

The original principal amount of Discounts to be received in exchange for tenders of this Eligible Security will be determined on the basis of the Brady Resid
which for the entire series of this Eligible Security is currently estimated to be U.S.$1,247.64 million based on the value of the Brady Collateral for this Eligit
To determine the Brady Residual Amount corresponding to your holdings of this Eligible Security, you must multiply the original principal amount of the Eli
Residual Amount per unit of relevant currency of original principal amount of this Eligible Security. We currently estimate this amount to be 0.55216 based «
this Eligible Security as of October 31, 2004. We can offer no assurance, however, that the Brady Residual Amount or the Brady Residual Amount per unit o
Eligible Security will be the same as those set forth above, as the actual value of the Brady Collateral will not be determined until shortly before the Settlemer
Brady Residual Amount is calculated, see “Terms of the Offer—Consideration to be Received Pursuant to Tenders of Par Brady Bonds and Discount Brady E



Accrued but
. . unpaid
3?;%;12 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
2001, (in millions of 2001, (in
relevant e
) relevant currency) millions of
¥y relevant
currency)
A B C D=B*C E
Discount Bonds, German
deutsche mark DEM euro DE0004103015 144.15 100.00% 144.15 0.00
L+0.8125% due 2023
Bonds, euro 9% due 2006 euro DE0002998952 450.00 100.00% 450.00 27.56
¢ - o 0,
(Liz;"z’i)f;te’ nas, euro 10% euro XS0124528703 500.00 100.00% 500.00 42.92
Bonds, euro 10% due 2007 euro DE0005450258 500.00 100.00% 500.00 15.83
Bonds, euro 10% due 2004 euro DE0004500558 400.00 100.00% 400.00 2.67
0,
Letras Externas, euro 10% euro XS0105694789 649.93 100.00% 649.93 63.75
due 2005
0,
ZBSSSS’ euro 10.25% due euro DE0004509005 750.00 100.00% 750.00 71.54
Letras Externas, euro
10.50% 2000 and 7% 2001- euro XS0096960751 399.65 100.00% 399.65 22.07
2004 due 2004
Letras Externas, euro 0
7.125% due 2002 euro XS0098314874 200.00 100.00% 200.00 7.96
Bonds, euro 15% 2000-
2001 and 8% 2002-2008 euro DE0002923851 350.00 100.00% 350.00 23.72
due 2008~
Bonds, euro 11% 1999-
2001 and 8% 2002-2008 euro DE0001974608 766.94 100.00% 766.94 51.98
due 2008°

The original principal amount of Discounts to be received in exchange for tenders of this Eligible Security will be determined on the basis of the Brady Resid
which for the entire series of this Eligible Security is currently estimated to be €95.54 million based on the value of the Brady Collateral for this Eligible Secu
determine the Brady Residual Amount corresponding to your holdings of this Eligible Security, you must multiply the original principal amount of the Eligibl]
Residual Amount per unit of relevant currency of original principal amount of this Eligible Security. We currently estimate this amount to be 0.66276 based
this Eligible Security as of October 31, 2004. We can offer no assurance, however, that the Brady Residual Amount or the Brady Residual Amount per unit o
Eligible Security will be the same as those set forth above, as the actual value of the Brady Collateral will not be determined until shortly before the Settlemer
Brady Residual Amount is calculated, see “Terms of the Offer—Consideration to be Received Pursuant to Tenders of Par Brady Bonds and Discount Brady E

Definitive form bearer securities in an aggregate original principal amount of €350,000,000, of € 342,476,000 is held through Clearstream and €7,524,000 is |

®

Physical or definitive form.
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Accrued but
. . unpaid
Ol.'lgl.nal Outstanding interest up to
principal rincipal amount as but excludin
Eligible Securities Relevant ISIN (Unless otherwise amount (in Scaling factor P of DE cember 31 December 31g
8 v currency noted) millions of (%) AAEE S SeAE
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
y relevant
currency)
A B C D=B*C E
Bonds, euro 10% 1999-
2001 and 8% 2002-2008 euro XS0103457585 455.56 100.00% 455.56 30.88
due 2008 (fungible)
Bonds, euro 8% 1999-
0, -
ir?gzé;, ég(@-zzo(?fozﬁé euro DE0002483203 511.29 100.00% 511.29 19.88
2010¢
Bonds, euro 8% due 2002 euro 1T0006527292 150.00 100.00% 150.00 10.20
éit;‘;‘f) fgi’%ﬁ 4"““’ euro XS0109203298 500.00 100.00% 500.00 9.79
0,
23881;5’ euro 8.5% due euro DE0003089850 650.00 100.00% 650.00 27.63
é?’gﬁ/s gﬁggﬁg’ euro euro XS0084071421 600.00 100.00% 600.00 47.69
. 0
0,
S&:%O]Z"“ds’ euro 8.125% euro XS0086333472 750.00 100.00% 750.00 4232
0,
ZB(;’(‘;;S’ euro 9.25% due euro DE0003527966 500.00 100.00% 500.00 8.99
Bonds, euro 9.5% due 2004 euro DE0002929452 400.00 100.00% 400.00 3135
éeztg‘jj ﬁf%‘(‘)‘j{ euro euro XS0113833510 1,000.00 100.00% 1,000.00 41.56
.. 0
Letras Externas, euro 9% US040114FZ867 o
5008 euro USP805SKFO33° 750.00 100.00% 750.00 40.69
Bonds, euro 9% due 2003 euro DE0002466208 1,000.00 100.00% 1,000.00 47.75
Bonds, euro 9% due 2009 euro DE0003045357 650.00 100.00% 650.00 34.94
ég’gﬁ/s gﬁggﬁ)’ euro euro XS0089277825 500.00 100.00% 500.00 17.71
. 0
Letras Externas, euro US0401 IMARI167F o
Fixed-rate due 2028 euro US0401 INAR9ISQ 750.00 8.09% 60.68 3.50

®

Physical or definitive form.
Definitive form bearer securities in an aggregate original principal amount of €650,000,000, of which € 649,857,000 is held through Clearstream and €143,0
" Rule 144A identification code.

Regulation S identification code.



Accrued but
. . unpaid
3?;%;12 Outstanding interest up to
Eligible Securities Relevant ISIN (Unless otherwise amount (in Scaling factor P r:;g;; :;:1?:::;; as };ti:;f;:fl;lg
8 v currency noted) millions of (%) AAEE S SeAE
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
¥y relevant
currency)
A B C D=B*C E
Strip Coupon, euro Fixed- US04011MALA46+ o
rate due 2006 euro US0401 INAL29G 356.25 65.71% 234.10 12.13
Strip Coupon, euro Fixed- US0401 IMAM29+ o
rate due 2011 euro US0401 INAMO2Q 33625 4022% 143.29 8.08
Strip Coupon, euro Fixed- US0401 IMANO2} o
rate due 2016 euro US0401 INANS4Q 356.25 24.67% 87.88 5.09
Strip Coupon, euro Fixed- US0401 IMAP59} o
rate due 2021 euro US0401 INAP33Q 356.25 15.16% 54.02 3.16
Strip Coupon, euro Fixed- US04011MAQ33+ o
rate due 2026 euro US0401 INAQ16Q 356.25 9-56% 34.06 1.98
Letras Externas, euro
EURIBOR + 5.10% due euro XS0105224470 200.00 100.00% 200.00 4.80
2004
f;"gz’eez“gg}EURIBOR * euro 1T0006529769 100.00 100.00% 100.00 1.92
0
0,
ZB&‘)‘;'S’ euro 9.75% due euro DE0003538914 250.00 100.00% 250.00 237
Bontes, 8.75% due 2002 U.S. dollar ARARGE031633 1,513.42 100.00% 1,513.42 19.13
Bontes, variable rate
ENCUESTA+ 3.2% due U.S. dollar ARARGE032086 143.07 100.00% 143.07 4.08
2003
Bontes, 11.75% due 2003 U.S. dollar ARARGE032573 732.90 100.00% 732.90 9.57
Debt Consolidation Bonds,
U.S. dollar 3rd Series (Pre U.S. dollar ARARGE033183 66.30 110.89% 73.52 0.13
6)
Debt Consolidation Bonds,
U.S. dollar 4th Series (Pro U.S. dollar ARARGE033191 13.28 110.89% 14.72 0.03
8)
Debt Consolidation Bonds
. > ARARGE033217 o
Iljd)S*.‘gollar Sth Series (Pro U.S. dollar ARARGE043836 51.53 100.00% 51.53 0.26

t Rule 144A identification code.

Regulation S identification code.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security will be required
tranche in order to effect an exchange of the security pursuant to the Offer.



Accrued but
unpaid

3&%;2;11 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
relevant
currency)
A B C D=B*C E
Bono Pagaré, Series IV
ENCUESTA + 3.3% due U.S. dollar ARARGE032862 11.25 100.00% 11.25 0.35
2002
Bono Pagaré, Series V
ENCUESTA + 5.8% due U.S. dollar ARARGE032953 1.42 100.00% 1.42 0.02
2002
Bono Pagaré, Series VI
ENCUESTA + 4.35% due U.S. dollar ARARGE033084 20.73 100.00% 20.73 0.18
2004
Bono Pagaré, Series 111
ENCUESTA + 4% due U.S. dollar ARARGE032714 3.99 100.00% 3.99 0.12
2002
Bono Pagaré, Series B U.S. dollar ARARGE033456 130.00 100.00% 130.00 1.68
BADLAR + 3% due 2002 T i i i i
Bono Pagaré, Series C
BADLAR + 0.75% due U.S. dollar ARARGE033464 75.00 100.00% 75.00 1.06
2002
Bono Pagaré, Series A
ENCUESTA + 5.8% due U.S. dollar ARARGE033449 197.80 100.00% 197.80 223
2002
Pagaré o Bono del
il"r’i’;g:‘;aﬁ“g{\’]’é%EST A U.S. dollar ARARGE033340 14.56 102.94% 14.99 0.11
+ 5.8% due 2006
Capitalized Certificates,
U.S. dollar 10.5% 1998- U.S. dollar ARARGE03D230 77.55 134.92% 104.63 -
2018
Global Bonds, U.S. dollar
zero-coupon due October U.S. dollar US040114BL37 250.00 72.64% 181.60 4.20

2004 (Series F)




Accrued but
. . unpaid
3?;%;12 ) O.utstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2991, (in
) relevant currency) millions of
relevant
currency)
A B C D=B*C E
Discount Bonds, U.S.
dollar L+0.8125% due U.S. dollar ?(2%%1%1111881373%; 800.50 100.00% 800.50 0.00
2023 (BR) and (RG)
?21_02'3;23(1‘1’1‘:1;6%5' dollar U.S. dollar US040114GG96 5,480.64 106.13% 5,816.33 23.75
Letras Externas, U.S. dollar U.S. dollar XS0142424141 510.27 100.00% 505.77 6.23
BADLAR +2.98% due XS0142426195
2004” (Series 75) XS0142426781
(including Tranche 7) XS0142427599
XS0142428134
XS0169331393
XS0169352399
XS0169353793
XS0169354684
XS0169355657
XS0142240414
XS0142311298
XS0142311371

ok

The original principal amount of Discounts to be received in exchange for tenders of this Eligible Security will be determined on the basis of the Brady Resid
which for the entire series of this Eligible Security is currently estimated to be U.S.$424.06 million based on the value of the Brady Collateral for this Eligible
determine the Brady Residual Amount corresponding to your holdings of this Eligible Security, you must multiply the original principal amount of the Eligib]
Residual Amount per unit of relevant currency of original principal amount of this Eligible Security. We currently estimate this amount to be 0.52974 based «
this Eligible Security as of October 31, 2004. We can offer no assurance, however, that the Brady Residual Amount or the Brady Residual Amount per unit o
Eligible Security will be the same as those set forth above, as the actual value of the Brady Collateral will not be determined until shortly before the Settlemer
Brady Residual Amount is calculated, see “Terms of the Offer—Consideration to be Received Pursuant to Tenders of Par Brady Bonds and Discount Brady E

Reflects deduction for tax payment amounts.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip
each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.89689, which represents the Eligible Amount per unit of relevant currency of the aggregate face valug
corresponding to this series.



Eligible Securities

Relevant
currency

ISIN (Unless otherwise
noted)

Original
principal
amount (in
millions of
relevant
currency)

Scaling factor
(%)

Outstanding
principal amount as
of December 31,
2001, (in millions of
relevant currency)

Accrued but
unpaid
interest up to
but excluding
December 31,
2001, (in
millions of
relevant
currency)

B

D=B*C

E

XS0142311702
XS0142311967
XS0142312189
XS0142312346
XS0142312692
XS0142312775
XS0142312932
XS0142313070
XS0142313237
XS0142313740
XS0142314631
XS0142315364
XS0142315877
XS0142316255
XS0142316412
XS0142316768
XS0142316842
XS0142317147
XS0142317576
XS0142317733
XS0142317816
XS0142318111
XS0142318541

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip
each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.89689, which represents the Eligible Amount per unit of relevant currency of the aggregate face valug
corresponding to this series.



Eligible Securities

Relevant
currency

ISIN (Unless otherwise
noted)

Original
principal
amount (in
millions of
relevant
currency)

Scaling factor
(%)

Outstanding
principal amount as
of December 31,
2001, (in millions of
relevant currency)

Accrued but
unpaid
interest up to
but excluding
December 31,
2001, (in
millions of
relevant
currency)

B

D=B*C

E

XS0142319192
XS0142319358
XS0142320109
XS0142242972
XS0142465417
XS0142465763
XS0142465920
XS0142466142
XS0142466654
XS0150789799
XS0150853124
XS0150853397
XS0150853470
XS0150853553
XS0150853637
XS0157405233
XS0157406470
XS0157408096
XS0157408765
XS0157409060
XS0157409144
XS0170149438
XS0170150360
XS0170150873
XS0170151251
XS0170152903
XS0170154271
XS0179690721

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip
each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.89689, which represents the Eligible Amount per unit of relevant currency of the aggregate face valug
corresponding to this series.



Accrued but
. . unpaid
3;:?;;:;11 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
relevant
currency)
A B C D=B*C E
XS0179691539
XS0179692420
XS0179694475
XS0188805716
Bontes, 11.75% due 2006 U.S. dollar ARARGE033076 225.18 100.00% 225.18 3.38
?f;ﬂ;:s(ﬁep;ggzh peseta Euro ES0273541013 120.20 100.00% 120.20 5.46
Bonds, euro 14% 2000-
2001 and 8% 2002-2008 Euro DE0002966900 250.00 100.00% 250.00 16.94
due 2008
?;f,fagulz%‘ff ([ifp'ifa‘iiuzfd) U.S. dollar US040114GH79 8,108.63 106.00% 8,595.15 34.38
Pagaré, fixed rate Series I
14.75% due 2002 U.S. dollar ARARGEO03D206 181.72 100.00% 181.72 2.28
(HEXAGON II)
Pagaré, fixed rate Series 11
14.75% due 2002 U.S. dollar ARARGEO03D214 209.51 100.00% 209.51 5.93
(HEXAGON I1I)
Debt Consolidation Bonds,
Argentine peso 1st Series
(Pro 1) Amortizing Argentine peso ARARGE043919 163.55I 1.16% 1.90 0.02
Payment Coupon due
January 2002
Debt Consolidation Bonds,
Argentine peso st Series
(Pro 1) Amortizing Argentine peso ARARGE044016 163.55" 1.16% 1.90 0.02
Payment Coupon due
February 2002

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of each of these strip

each such stripped coupon pursuant to the Offer, without having to reconstitute the original security. In order to determine the Eligible Amount corresponding
you must multiply the face amount of each coupon by 0.89689, which represents the Eligible Amount per unit of relevant currency of the aggregate face valug
corresponding to this series.

on the original principal amount of the corresponding Eligible Security in its entirety.

This number does not represent the original principal amount for this stripped payment coupon. Rather, it represents the nominal amount assigned by Caja de



Accrued but
unpaid

3&%;2;11 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
relevant
currency)
A B C D=B*C E
Debt Consolidation Bonds,
Argentine peso 1st Series
(Pro 1) Amortizing Argentine peso ARARGE044172 163.55" 1.16% 1.90 0.02
Payment Coupon due
March 2002
Debt Consolidation Bonds,
Argentine peso 1st Series Argentine peso ARP04981BV04 163.55 69.86% 114.25 0.47
(Pro 1)
Debt Consolidation Bonds,
%ii‘;ﬂil}g }S,:;‘;Ser(f ro U.S. dollar ARARGE043927 496.48° 1.12% 5.54 0.03
Coupon January 2002
Debt Consolidation Bonds,
%ig‘;ﬁilg 55;1313?0 U.S. dollar ARARGE044008 496.48" 1.12% 5.54 0.03
Coupon February 2002
Debt Consolidation Bonds,
U.S. dollar lst Series (Pro USS. dollar ARARGE044164 496.48° 1.12% 5.54 0.03
2) Amortizing Payment
Coupon March 2002
Debt Consolidation Bonds,
U.S. dollar 1st Series (Pro U.S. dollar ARP04981BA66 496.48 66.99% 332.61 0.53
2)
Debt Consolidation Bonds,
%‘irﬁgﬁ?;érg‘dpsaey‘g:n(tpm U.S. dollar ARARGE043877 364.40" 1.18% 431 0.04
Coupon December 2001
Debt Consolidation Bonds,
%’irigg?;iizdpsaeyﬁ:n(tpm U.S. dollar ARARGE044073 364.40" 1.18% 431 0.04
Coupon January 2002

&

on the original principal amount of the corresponding Eligible Security in its entirety.

This number does not represent the original principal amount for this stripped payment coupon. Rather, it represents the nominal amount assigned by Caja de



Accrued but
. . unpaid
lgli.:lgclil:;ll Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities currenc noted) millions of (%) of December 31, December 31,
y relevant A 2001, (in millions of 2001, (in
) relevant currency) millions of
¥y relevant
currency)
A B C D=B*C E
Debt Consolidation Bonds,
U.S. dollar 2nd Series (Pro i N
4) Amortizing Payment U.S. dollar ARARGE044230 364.40 1.18% 431 0.04
Coupon February 2002
Debt Consolidation Bonds,
U.S. dollar 2nd Series (Pro U.S. dollar ARARGEO031773 364.40 124.11% 452.26 0.78
4)
Debt Consolidation Bonds,
U.S. dollar 2nd Series (Pre 2 N
4) Amortizing Payment U.S. dollar ARARGE043901 1,533.14 2.79% 42.76 0.07
Coupon January 2002
Debt Consolidation Bonds,
U.S. dollar 2nd Series (Pre > o
4) Amortizing Payment U.S. dollar ARARGE044032 1,533.14 2.79% 42.76 0.07
Coupon February 2002
Debt Consolidation Bonds,
U.S. dollar 2nd Series (Pre ’ o
4) Amortizing Payment U.S. dollar ARARGE044198 1,533.14 2.79% 42.76 0.07
Coupon March 2002
Debt Consolidation Bonds,
U.S. dollar 2nd Series (Pre U.S. dollar ARP04981DG19 1,533.14 16.95% 259.86 0.45
4)
Debt Consolidation Bonds,
U.S. dollar 3rd Series (Pro i o
6) Amortizing Payment U.S. dollar ARARGE043851 628.05 4.00% 25.12 0.35
Coupon January 2002
Debt Consolidation Bonds,
U.S. dollar 3rd Series (Pro U.S. dollar ARARGE032177 628.05 84.00% 527.56 2.48
6)
Debt Consolidation Bonds,
Argentine peso 2nd Series
(Pro 3) Amortizing Argentine peso ARARGE043885 2.60° 1.02% 0.03 0.00
Payment Coupon due
December 2001

>

on the original principal amount of the corresponding Eligible Security in its entirety.
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This number does not represent the original principal amount for this stripped payment coupon. Rather, it represents the nominal amount assigned by Caja de



Accrued but
. . unpaid
3;:?;;:;11 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
relevant currency) millions of
currency) relevant
currency)
A B C D=B*C E
Debt Consolidation Bonds,
Argentine peso 2nd Series
(Pro 3) Amortizing Argentine peso ARARGE044065 2.60" 1.02% 0.03 0.00
Payment Coupon due
January 2002
Debt Consolidation Bonds,
Argentine peso 2nd Series
(Pro 3) Amortizing Argentine peso ARARGE044222 2.605 1.02% 0.03 0.00
Payment Coupon due
February 2002
Debt Consolidation Bonds,
Argentine peso 2nd Series Argentine peso ARARGE031781 2.60 106.98% 2.79 0.01
(Pro 3)
Debt Consolidation Bonds,
Argentine peso 3rd Series
(Pro 5) Amortizing Argentine peso ARARGE043869 336.38" 4.00% 13.46 0.28
Payment Coupon due
January 2002
Debt Consolidation Bonds,
Argentine peso 3rd Series Argentine peso ARARGE032185 336.38 84.00% 282.56 1.98
(Pro 5)
Debt Consolidation Bonds,
Argentine peso 2nd Series
(Pre 3) Amortizing Argentine peso ARARGE043893 180.12° 2.63% 4.73 0.02
Payment Coupon due
January 2002
Debt Consolidation Bonds,
Argentine peso 2nd Series
(Pre 3) Amortizing Argentine peso ARARGE044057 180.127 2.63% 4.73 0.02
Payment Coupon due
February 2002

&

on the original principal amount of the corresponding Eligible Security in its entirety.
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This number does not represent the original principal amount for this stripped payment coupon. Rather, it represents the nominal amount assigned by Caja de



Accrued but
. . unpaid
3?;%;12 Outstanding interest up to
q.9 - Relevant ISIN (Unless otherwise amount (in Scaling factor principal amount as but excluding
Eligible Securities T noted) millions of (%) of December 31, December 31,
relevant 2001, (in millions of 2001, (in
) relevant currency) millions of
relevant
currency)
A B C D=B*C E
Debt Consolidation Bonds,
Argentine peso 2nd Series
(Pre 3) Amortizing Argentine peso ARARGE044214 180.127 2.63% 4.73 0.02
Payment Coupon due
March 2002
Debt Consolidation Bonds,
Argentine peso 2nd Series Argentine peso ARP04981DHI1 180.12 15.96% 28.74 0.13
(Pre 3)
Bonds, 1992 (Bonex 92) ™ U.S. dollar ﬁﬁﬁggggig%i 1,199.74 12.50% 149.97 1.56
Hydrocarbon Royalties
Restructuring Bonds, U.S. dollar ARARGE044081 20.01° 1.13% 023 0.00
Amortizing Payment
Coupons January 2002
Hydrocarbon Royalties
iiﬁ;ﬁfﬁ}ﬁ’;ﬂiﬁﬁfﬁ{ U.S. dollar ARARGE043992 2001° 1.13% 0.23 0.00
Coupons February 2002
Hydrocarbon Royalties
if;gﬁf;‘;;“[%sgfeﬁ U.S. dollar ARARGE044156 20017 1.13% 0.23 0.00
Coupons March 2002
Hydrocarbon Royalties U.S. dollar ARARGE030114 20.01 90.82% 18.18 0.03
Restructuring Bonds

This number does not represent the original principal amount for this stripped payment coupon. Rather, it represents the nominal amount assigned by Caja de
on the original principal amount of the corresponding Eligible Security in its entirety.

Unpaid interest and principal payments on this security have been separated into separately tradable stripped payment coupons. Holders of this security will t
coupon for this tranche in order to effect an exchange of the security pursuant to the Offer.
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ANNEX D-1

THE CHAIN OF A TENDER:

ELIGIBLE SECURITIES
HELD BY A DIRECT PARTICIPANT
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THE CHAIN OF A TENDER:

ELIGIBLE SECURITIES

HELD THROUGH A SECURITIES INTERMEDIARY

BENEFICIAL

HOLDER
of
ELIGIBLE
SECURITY

CUSTODIAN
(if held in the
name of a
broker, dealer,
bank,
trust company,
trustee or other
custodian)

isnot a

If the custodian

Direct
Participant
in
Principal
Clearing
System

direct participant

PRINCIPAL
CLEARING
SYSTEM

EXCHANGE
AGENT

ARGENTINA
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ANNEX E

SAMPLE CALCULATIONS RELATED TO
EXCHANGE RATIOS

In order to determine the amount of New Securities that you will receive, you need to a) find your Eligible Security in Annex A and in Annex
C, b) determine your Eligible Amount, c¢) choose from the New Securities that are available to you given the security you are exchanging and
d) calculate the amount of New Securities that you will receive.
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ANNEX E
EXAMPLE 1

An investor has U.S.$1,000 of the following instrument: Global Bonds, U.S. dollar zero-coupon due October 2003 (Series E), ISIN Number
US040114BK53 and wants to exchange for Discounts denominated in U.S. dollars. For purposes of this example we will assume no pro-ration.

Eligible Amount Calculation

Outstanding Principal Scaling Original
Amount as of Factor Principal
12/31/01 Amount
U.S.$815.00 81.50% U.S.$1,000.00
Original Eligible Amount per Unit
Principal of Relevant Currency of Eligible
Amount Original Principal Amount
Amount "

U.S.$1000.00 0.83305 U.S.$833.05

Selection of New Security / Currency

New Security @ Exchange Ratio®

US dollar ] ]

Eligible Security [ Pars denominated in U.S. dollars, 1.000

New York law [ ] Discounts denominated in U.S. dollars, 0.337

] Pars denominated in pesos, 2918

] Discounts denominated in pesos, or 0.983

[ ] Quasi-Pars denominated in pesos 2.039

Determination of Amount of New Securities Received
Eligible Exchange Ratio Amount

of New Securities in
Relevant Currency

Amount

U.S.$833.05

Amount of U.S. dollar-denominated Discounts received:

U.S.$280.74

0.337

Round-down

U.S.$280.00

(1) The Eligible Amount per Unit of Relevant Currency of Original Principal Amount for each Eligible Security is listed on Annex C.
(2) The alternatives for exchange for each type of Eligible Security (Currency and Governing law) can be found on the table on page S-39 of this Prospectus Supplement.
(3) The Exchange Ratio for each type of New Security can be found on the table on page S-39 of this Prospectus Supplement.
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ANNEX E
EXAMPLE 2

An investor has Sfr.3,000 of the following instrument: Bonds, Swiss franc 7.0% due 2003, ISIN Number CH0005458101 and wants to
exchange for Pars denominated in pesos. For purposes of this example we will assume no pro-ration.

Eligible Amount Calculation

Outstanding Principal
Amount as of Scaling Original
12/31/01 - Factor = Principal
Amount
Sfr.3,000.00 100% Sfr.3,000.00
Original Eligible Amount per Unit Eligible
Principal of Relevant Currency of Amount
Amount X Original Principal _
Amount V o

Sfr.3,000.00 1.00525 Sfr.3,015.75

Selection of New Security / Currency

New Security Exchange
Ratio"”
Swiss franc n Pars denominated in euro, 0.640
E11g1b1§ Security [ Discounts denominated in euro, 0.216
Swiss law n Pars denominated in pesos, 2.351
] Discounts denominated in pesos, or 0.792
| Quasi-Pars denominated in pesos 1.643
Determination of Amount of New Securities Received
Eligible Exchange Ratio Amount
Amount X of New Securities in
= Relevant Currency

Sfr.3,015.75 2.351 Ps. 7,090.03

Round-down

Amount of peso-denominated Pars received: Ps.7.090.00

(1) The Eligible Amount per Unit of Relevant Currency of Original Principal Amount for each Eligible Security is listed on Annex C.
(2) The alternatives for exchange for each type of Eligible Security (Currency and Governing law) can be found on the table on page S-39 of this Prospectus Supplement.
(3) The Exchange Ratio for each type of New Security can be found on the table on page S-39 of this Prospectus Supplement.
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ANNEX E
EXAMPLE 3

An investor has Sfr.3,000 of the following instrument: Bonds, Swiss franc 7.0% due 2003, ISIN CH0005458101 and wants to exchange for
Pars denominated in euro. For purposes of this example we will assume no pro-ration.

Eligible Amount Calculation

Outstanding Principal Original
Amount as of Scaling Principal
12/31/01 - Factor = Amount

100%

S£r.3,000.00

Sfr.3,000.00

Original Eligible Amount per Unit Eligible
Principal of Relevant Currency of Amount
Amount X Original Principal =

Amount "

S£r.3,000.00 1.00525 Sfr.3,015.75

Selection of New Security / Currency

New Security Exchange Ratio™
Swiss franc . )
Eligible Security [ Pars denominated in euro, 0.640
Swiss law 4' [ Discounts denominated in euro, 0.216
=~ = Pars denominated in pesos, 2.351
] Discounts denominated in pesos, or 0.792
] Quasi-Pars denominated in pesos 1.643
Determination of Amount of New Securities Received
Eligible Exchange Ratio Amount
Amount = of New Securities in
X Relevant Currency

€1,930.08

Sfr.3,015.75 0.640
Round-down
Amount of euro-denominated Pars received: €1,930.00

(1) The Eligible Amount per Unit of Relevant Currency of Original Principal Amount for each Eligible Security is listed on Annex C.
(2) The alternatives for exchange for each type of Eligible Security (Currency and Governing law) can be found on the table on page S-39 of this Prospectus Supplement.
(3) The Exchange Ratio for each type of New Security can be found on the table on page S-39 of this Prospectus Supplement.
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ANNEX E
EXAMPLE 4

An investor has Sfr.900,000.00 of the following instrument: Bonds, Swiss franc 7.0% due 2003, ISIN CH0005458101 and wants to exchange
for Quasi-Pars denominated in pesos. For purposes of this example we will assume no pro-ration.

Eligible Amount Calculation

Outstanding Principal Original
Amount as of Scaling Principal
12/31/01 - Factor = Amount
S£r.900,000.00 100% S£r.900,000.00
Original Eligible Amount per Unit Eligible
Principal of Relevant Currency of Amount
Amount X Original Principal =
Amount "

S£r.900,000.00 1.00525

Selection of New Security / Currency

New Security ¥ Exchange Ratio®
.SWISS franc. [ Pars denominated in euro, 0.640
Eligible Security ) ) )

Swiss law [ | Discounts denominated in euro, 0.216

] Pars denominated in pesos, 2.351

[ ] Discounts denominated in pesos, or 0.792

] Quasi-Pars denominated in pesos 1.643

Determination of Amount of New Securities Received
Eligible Exchange Ratio Amount

Amount X of New Securities in

Relevant Currency

Ps.1,486,463.18

1.643

S£r.904,725.00

Round-down +

Amount of peso-denominated Quasi-pars received: Ps.1,486,463.00

(1) The Eligible Amount per Unit of Relevant Currency of Original Principal Amount for each Eligible Security is listed on Annex C.
(2) The alternatives for exchange for each type of Eligible Security (Currency and Governing law) can be found on the table on page S-39 of this Prospectus Supplement.
(3) The Exchange Ratio for each type of New Security can be found on the table on page S-39 of this Prospectus Supplement.
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Sample Calculations Related to Payment on GDP-linked Securities

ANNEX F

A Reference Year 2009
B Base Case Previous Year (2008) GDP in billions of
317.520
1993 pesos
C Base Case Reference Year (2009) GDP in billions of
327.969
1993 pesos
D Base Case GDP Growth Rate (=C/B-1) 3.29%
Example 1 Example 2 Example 3
E Hypothetical Actual Reference Year (2009) Real
GDP in billions of 1993 pesos 335.000 335.000 310.000
F Condition I - Does Actual Real GDP exceed Base Yes Yes No
Case GDP for the reference year? (Is E>C?)
G Hypothetical annual growth in Actual Real GDP in 3.50% 2.50%
Reference Year
H Condition II - Does the annual growth in Actual Real
GDP exceed the growth in Base Case GDP for the Yes No

reference year? (Is G>D ?)

Excess GDP Calculation

I Excess GDP in billions of 1993 pesos (E-C)

] Hypothetical GDP deflator for reference year / GDP
deflator for base year (1993)

K Excess GDP in billions of nominal pesos of
Reference Year (=1 *J)

7.031
2.00

14.062

Payment in pesos

L Available Excess GDP in pesos per one peso in
notional amount of GDP-linked Securities (= 0.05 *
K *0.004190)

M Payment in pesos per one peso in notional amount of
GDP-linked Securities"” (= L)

0.00295

0.00295

Payment in U.S. dollars

N Available Excess GDP in pesos per one U.S. dollar
in notional amount of GDP-linked Securities (=
0.05 *K *0.012225)

O Hypothetical peso/U.S. dollar exchange rate

P Payment in U.S. dollars per one U.S. dollar in
notional amount of GDP-linked Securities ® (= N/
0)

0.00860

3.00

0.00287

Payment in euro

Q Available Excess GDP in pesos per one euro in
notional amount of GDP-linked Securities (= 0.05 *
K *0.015387)

R Hypothetical peso/euro exchange rate

S Payment in euro per one euro in notional amount of
GDP-linked Securities® (= O /R)

0.01082

4.00
0.00270

(1) Cumulative peso payments per one peso in notional amount of GDP-linked Securities cannot exceed the payment cap of

Ps.0.48.

(2) Cumulative U.S. dollar payments per one U.S. dollar in notional amount of GDP-linked Securities cannot exceed the payment

cap of U.S.$0.48.

(3) Cumulative euro payments per one euro in notional amount of GDP-linked Securities cannot exceed the payment cap of €0.48.



ANNEX G

FORM OF PAPER ACCEPTANCE NOTICE'

THE REPUBLIC OF ARGENTINA
in respect of the Eligible Securities

This is the form of paper acceptance notice (the “Acceptance Notice”) referred to in the prospectus supplement
dated January 10, 2005, of the Republic of Argentina (“Argentina”), which describe Argentina’s Offer to holders of
the Eligible Securities to tender their Eligible Securities in exchange for New Securities (each, a “Tender”’) on the
terms and subject to the conditions set forth in the Offer Materials. This Acceptance Notice forms part of the Offer
Materials. The terms and conditions of the Offer Materials are incorporated by reference herein. Capitalized terms
used but not defined in this Acceptance Notice shall have the same meanings given to them in the prospectus
supplement and the accompanying prospectus.

The Offer shall begin on January 14, 2005 (which we refer to as the “Launch Date”) and end at 4:15 P.M. (New
York City time), on February 25, 2005, unless Argentina in its sole discretion extends it or terminates it earlier
pursuant to the terms described in the Offer Materials.

The Offer is being extended to holders of Eligible Securities in the United States, Luxembourg and Denmark on the
basis of the prospectus supplement and the accompanying prospectus. The Offer is also being extended on the basis
of the prospectus supplement and the accompanying prospectus in certain jurisdictions where Argentina and the
international joint dealer managers are relying on exemptions from regulatory approval by the relevant authorities.

The Offer is also being extended to holders of Eligible Securities in Argentina, Germany and Italy on the basis of
separate prospectuses approved by the relevant regulatory authorities in these jurisdictions, and in the Netherlands
and Spain on the basis of prospectuses consisting of this prospectus supplement and the accompanying prospectus,
together with such additional disclosure required by the regulatory authorities in the Netherlands and Spain, as the
case may be. Holders in Argentina, Germany, Italy, the Netherlands and Spain should review, and make their
decision to participate in the Offer, solely on the basis of the prospectus approved by the relevant regulatory
authority in that jurisdiction, copies of which may be obtained on the Offer Website. The Offer in Argentina is
being managed by the Argentine joint dealer managers.

The Offer is only being extended where offers and solicitations are permitted by law, and only in accordance with
the applicable laws, rules and regulations of the relevant jurisdiction.

The Offer being extended under the prospectus supplement and the accompanying prospectus and the offers being
extended on the basis of separate prospectuses approved in the jurisdictions named above constitute one and the
same Offer, subject to the same terms and conditions (as set forth in this prospectus supplement), except as required
by applicable law or as otherwise noted in the prospectus supplement.

Contact your custodian, broker, dealer, bank, trust company, trustee or other securities intermediary to obtain the necessary information and
procedures on how to submit instructions to it in order to participate in the Offer. This form may not be used by clearing systems to tender
Eligible Securities to the exchange agent. Only electronic acceptance notices can be used to submit tenders to the Exchange Agent, as
described in the Offer Materials.



By submitting this Acceptance Notice or otherwise validly accepting the terms of the Offer, the undersigned, and (if
applicable) the relevant direct participant on behalf of the undersigned, hereby acknowledge, represent, warrant and
undertake to Argentina, the information agent, the exchange agent, the Luxembourg exchange agent and the
international joint dealer managers, on each of the date hereof, the Expiration Date and the Settlement Date, that:

1.

the undersigned has received and reviewed the prospectus supplement and the accompanying
prospectus,

the undersigned accepts the Offer in respect of the principal amount of Eligible Securities tendered
in this Acceptance Notice, subject to the terms and conditions of the Offer as set forth in the
prospectus supplement,

subject to and effective upon exchange by Argentina of the Eligible Securities tendered in this
Acceptance Notice, the undersigned renounces all right, title and interest in and to all such Eligible
Securities exchanged by or at the direction of Argentina, and waives and releases Argentina and
the trustee or fiscal agent for such Eligible Securities from any and all claims the undersigned may
have, now or in the future, arising out of or related to the Offer and such Eligible Securities,
including, without limitation, any claims that the undersigned is entitled to receive additional
principal or interest payments with respect to such Eligible Securities (other than as expressly
provided in this prospectus supplement),

all authority conferred or agreed to be conferred by the undersigned pursuant to this Acceptance
Notice and all of the obligations of the undersigned hereunder shall be binding upon the
successors, assigns, heirs, executors, trustees in bankruptcy and legal representatives of the
undersigned and shall not be affected by, and shall survive, the death or incapacity of the
undersigned,

the undersigned is solely liable for any taxes and similar or related payments imposed on the
undersigned under the laws of any applicable jurisdiction as a result of the undersigned’s
participation in the Offer and agrees that the undersigned will not and does not have any right of
recourse (Whether by way of reimbursement, indemnity or otherwise) against Argentina, any
international joint dealer manager, the information agent, the exchange agent, the Luxembourg
exchange agent, the trustee and/or fiscal agent of the Eligible Securities, the U.S.-European trustee
or any other person in respect of such taxes and payments,

the undersigned is a person for whom it is lawful to participate in the Offer under applicable
securities laws,

the undersigned has full power and authority to submit for exchange and transfer the Eligible
Securities tendered in this Acceptance Notice and if such Eligible Securities are accepted for
exchange by Argentina, such Eligible Securities will be transferred to, or to the order of, Argentina
with full title free from all liens, charges and encumbrances, not subject to any adverse claim and
together with all rights attached thereto,

the undersigned will, upon request, execute and deliver any additional documents and/or do such
other things deemed by Argentina or the exchange agent to be necessary or desirable to complete
the transfer and cancellation of the Eligible Securities tendered in this Acceptance Notice or to
evidence the power and authority of the undersigned to so tender and transfer such Eligible
Securities,

the undersigned holds, and will hold, until the time of settlement on the Settlement Date, the
Eligible Securities the undersigned has tendered blocked in the clearing system through which
such securities are held and, in accordance with the requirements of such clearing system and by
the deadline established by such clearing system, has taken all steps necessary to authorize the
blocking of the tendered Eligible Securities the undersigned with effect on and from the date the
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10.

11.

12.

electronic Acceptance Notice is received by such clearing system; and, pending the transfer of
such Eligible Securities on the relevant Settlement Date to Argentina or as instructed by
Argentina, no transfers of such Eligible Securities may be effected,

the Eligible Securities of the undersigned are not the subject of any proceedings against Argentina
or the trustee or fiscal agent of such Eligible Securities before any court or arbitral tribunal
(including claims for payment of past due interest, principal or any other amount sought in
connection with the tendered Eligible Securities of the undersigned or for compensation of
lawyers’ costs and court fees), except that, to the extent that the tendered Eligible Securities of the
undersigned are the subject of such proceedings, the undersigned agrees to abandon the
proceedings if and to the extent that such tendered Eligible Securities are exchanged by or at the
direction of Argentina.

to the extent that the undersigned has obtained a judgment from any court or tribunal with respect
to the tendered Eligible Securities of the undersigned (including judgments requiring Argentina to
make payment of past due interest, principal or any other amount sought in connection with the
tendered Eligible Securities of the undersigned or for compensation of lawyers’ costs and court
fees), the undersigned hereby irrevocably waives the right to enforce such judgment against
Argentina or the trustee or fiscal agent of such Eligible Securities if and to the extent that the
tendered Eligible Securities of the undersigned are exchanged by or at the direction of Argentina,
and,

the undersigned hereby irrevocably waives all rights awarded and any assets attached for the
benefit of the undersigned through any prejudgment attachment ordered by any court against
Argentina or the trustee or fiscal agent of such Eligible Securities in connection with the tendered
Eligible Securities of the undersigned (including claims for payment of past due interest or any
other amount sought in connection with the tendered Eligible Securities and legal costs of the
undersigned) if and to the extent that such tendered Eligible Securities are exchanged by or at the
direction of Argentina.
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DESCRIPTION OF ELIGIBLE SECURITIES TENDERED

Eligible Security(ies) To Be Tendered (1)

Selection of New Securities

CUSIP/ Serial No./
Common Certficate Amount To Be
Description Code/ISIN No. Tendered
Select Only One
Box In This Field (1)
[] PARS
DISCOUNTS

[] QUASI-PARS

(1) If no boxes are selected,
DISCOUNTS will be assumed.

Selection of Currency
Denomination

Select Only One
Box In This Field

Currency Designation

O Original Currency*
O Peso

* If Quasi-Pars are the designated security,
they will be denominated in pesos

(1) If no boxes are selected, original
currency will be assumed or its related
currency pursuant to the Offer.
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1.

NOTES TO THE ACCEPTANCE NOTICE
Exchange Agent Information

The addresses of exchange agent for the Offer are as follows:

The Bank of New York

101 Barclay Street
Floor 21 West,
New York, New York 10286

Attention: Corporate Trust
Administration

The Bank of New York

(Luxembourg) S.A.
Aerogolf Center,
1A Hoehenhof,
L-1736 Senningerberg,

Luxembourg

Request for Assistance or Additional Copies

Any questions or requests for assistance or additional copies of the prospectus supplement, the
accompanying prospectus or the Acceptance Notice may be directed to the information agent or the
Luxembourg exchange agent using the contact information as indicated on the back cover page of the
prospectus supplement or above, respectively. A holder of Eligible Securities may also contact its broker,
dealer, bank, trust company or other nominee for assistance concerning the Offer.

Offer Materials

Copies of the Offer Materials referred to under “Introduction” of the prospectus supplement, which include
the forms of the trust indenture, the international dealer manager agreement, the prospectus, the prospectus
supplement and forms of the New Securities may be inspected free of charge during normal business hours
on any day, except Saturdays, Sundays and public holidays, at the offices of the listing agent in
Luxembourg, as long as the Pars, Discounts and GDP-linked Securities are listed on the Luxembourg Stock
Exchange.

G-5



DOMICILE / Registered Office =~ POSTAL CODE CITY STATE

ISSUER / City STATE

Furthermore, in case of legal entities:

FIRST NAME AND LAST NAME OF THE LEGAL REPRESENTATIVE

Delivery instruction for exchange consideration:

EUROCLEAR/CLEARSTREAM, LUXEMBOURG ACCOUNT (must be provided)

G-6



PROSPECTUS

The Republic of Argentina

Debt Securities
Warrants
Units

We may from time to time offer and sell our debt securities, warrants and units in amounts, at prices and on
terms to be determined at the time of sale and provided in supplements to this prospectus. We may offer debt
securities in exchange for other debt securities or that are convertible into new debt securities. We may offer
securities having an aggregate principal amount of up to U.S.$12,625,000,000 in the United States. The securities
will be direct, general and unconditional public debt of the Republic of Argentina, or Argentina, and will rank equal
in right of payment among themselves and with all other unsecured and unsubordinated public debt of Argentina.

We may sell the securities directly, through agents designated from time to time or through underwriters or
dealers. If any agents of Argentina or any underwriters are involved in the sale of securities, we will include the
names of those agents or underwriters and any commissions or discounts they may receive in the applicable
prospectus supplement.

This prospectus may not be used to make offers or sales of securities unless accompanied by a prospectus
supplement. You should read this prospectus and any supplements carefully. You should not assume that the
information in this prospectus, any prospectus supplement or any document incorporated by reference in them is
accurate as of any date other than the date on the front of those documents.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or
disapproved of these securities or passed upon the accuracy or adequacy of this prospectus. Any
representation to the contrary is a criminal offense.

The date of this prospectus is December 27, 2004.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that Argentina filed with the United States Securities and
Exchange Commission, or SEC, under the “shelf” registration process. Under this shelf process, Argentina may sell,
from time to time, any of the debt securities, warrants or units described in this prospectus in one or more offerings
up to a total amount of U.S.$12,625,000,000 or the equivalent thereof in another currency or currency unit. This
prospectus provides you with basic information about Argentina and a general description of the securities
Argentina may offer under this shelf process. Each time Argentina sells securities under this shelf process, it will
provide a prospectus supplement that will contain additional information about Argentina and, if necessary, the
terms of that offering. The prospectus supplement may also add, update or change information contained in this
prospectus. If the information in this prospectus differs from any prospectus supplement, you should rely on the
information in the prospectus supplement. You should rely only on the information contained in this prospectus and
any prospectus supplement. Argentina has not authorized anyone to provide you with information different from
that contained in these documents.

This prospectus is based on information that is publicly available or that Argentina has supplied, unless
otherwise expressly stated. Argentina confirms that:

e the information contained in this prospectus is true and correct in all material respects and is not
misleading as of the date of this prospectus;

e it has not omitted facts, the omission of which makes this prospectus as a whole misleading; and

e it accepts responsibility for the information it has provided in this prospectus and will provide in any
prospectus supplement.

CERTAIN DEFINED TERMS AND CONVENTIONS
Certain Defined Terms

All references in this prospectus to the “Government” are to the non-financial sector of the federal
government of Argentina, excluding the Central Bank of Argentina (which we refer to as the “Central Bank”).

The terms set forth below have the following meanings for the purposes of this prospectus:

e Gross domestic product, or “GDP”, means the total value of final products and services produced in
Argentina during the relevant period.

e Imports are calculated based upon (i) for purposes of foreign trade, statistics reported to Argentine
customs upon entry of goods into Argentina on a cost, insurance and freight included basis or CIF
basis and (ii) for purposes of the balance of payments accounts, statistics collected on a free on board
or FOB basis at a given departure location.

e  Exports are calculated based upon (i) for purposes of foreign trade, statistics reported to Argentine
customs upon departure of goods from Argentina on a FOB basis and (ii) for purposes of the balance
of payments accounts, statistics collected on a FOB basis.

o The rate of inflation or inflation rate provides an aggregate measure of the rate of change in the prices
of goods and services in the economy. The inflation rate is generally measured by the rate of change in
the consumer price index or CPI, between two periods unless otherwise specified. The annual
percentage rate of change in the CPI as of a particular date is calculated by comparing the index as of
that date against the index as of the date twelve months prior. The CPI is calculated on a weighted
basket of consumer goods and services that reflects the pattern of consumption of Argentine
households using a monthly averaging method. The Government also compiles statistics on the



wholesale price index, or WPI. The annual percentage rate of change in the WPI as of a particular date
is calculated by comparing the index as of that date against the index as of the date twelve months
prior. The WPI is based on a basket of goods and services that reflects the pattern of consumption of
Argentine retailers. The CPI measures changes in the price level of goods and services to the final
consumer and therefore tends to reflect changes in the cost of living. While the WPI also provides a
measure of inflation, it is more limited in scope since it measures changes in the price of goods and
services paid by retailers and not the end consumers.

e Certain data included in this prospectus has been adjusted for inflation based on the Coeficiente de
Estabilizacion de Referencia, or “CER,” or the Coeficiente de Variacion Salarial, or “CVS.” CERs
are units of account whose value in pesos is indexed to consumer price inflation. The nominal amount
of a CER-based financial instrument is converted to a CER-adjusted amount and interest on the
financial instrument is calculated on the CER-adjusted balance. CVSs are units of account whose
value in pesos is determined based on changes in an index of public and private sector wages. The
nominal amount of a CVS-based financial instrument is converted to a CVS-adjusted amount and
interest on the financial instrument is calculated on the CVS-adjusted balance.

e The Unemployment Rate represents the percentage of Argentina’s labor force that has not worked a
minimum of one hour with remuneration or fifteen hours without remuneration during the week
preceding the date of measurement. The “labor force” refers to the sum of the population in major
urban centers across Argentina that has worked a minimum of one hour with remuneration or fifteen
hours without remuneration during the week preceding the date of measurement p/us the population
that is unemployed but actively seeking employment.

o Underemployment Rate represents the percentage of Argentina’s labor force that has worked fewer
than thirty-five hours during the week preceding the date of measurement and seeks to work more.

o Defaulted debt or debt in default as of any given date refers to all of Argentina’s public indebtedness
on which Argentina is not paying principal or interest as of such date, plus any past-due principal and
interest payments.

e Non-performing debt refers to public indebtedness of Argentina that is formally subject to the
suspension of payments declared by the Government in December 2001, although it also includes (i)
certain debt obligations on which the Government has continued to make payments on a case-by-case
basis (such as in cases of extreme necessity (e.g., for senior citizens 75 years of age or older) or when
the provision of essential services is threatened), despite being formally subject to the suspension of
debt payments and (ii) certain obligations that resulted from the advance payment of tax obligations by
certain companies. These advance tax payments gave rise to claims against the Government for the
amount of the payment. The Government considers these claims additional public indebtedness of
Argentina and they are treated as such in the Government’s accounts. These claims, however, are
discharged when the tax obligation that gave rise to the advanced payment actually becomes payable,
at which time the tax obligation is cancelled. Accordingly, although formally subject to the suspension
of payments, the Government’s obligations in respect of these claims are not in default. Argentina’s
“non-performing” debt encompasses all the public debt in which Argentina is in default as of any given
date, but excluding past-due principal and interest payments.

e  Past-due payments or payments in arrears refers to past-due principal or interest payments on
Argentina’s public indebtedness.

For purposes of this prospectus, the following terms, which refer to various public debt instruments, have
the meanings set forth below:

e Bocones. Bonds that the Government began issuing in 1991 to restructure its obligations to pensioners
and various private creditors and as reparation to the families of those who were imprisoned by, or who
disappeared under the rule of, the military dictatorship.



Boden. Bonds that the Government began issuing in 2002 to compensate individuals and financial
institutions affected by some of the emergency measures adopted by the Government during the recent
economic crisis. Boden include the following:

—  Boden Compensation. Issued to compensate banks for losses attributable to the difference in value
between their pesified assets and their pesified liabilities that resulted from the asymmetric
pesification of substantially all foreign-currency denominated loans and liabilities.

—  Boden Coverage. Issued to compensate banks for losses attributable to any amounts by which
their remaining foreign-currency denominated liabilities not subject to pesification exceeded their
remaining foreign-currency denominated assets not subject to pesification.

—  Boden Depositor. Issued to compensate depositors for losses that resulted from the pesification
and rescheduling of bank deposits.

—  Boden Quasi-Currency. Issued to the Central Bank in order to redeem quasi-currency bonds
issued by the federal and provincial governments. “Quasi-currency” bonds refers to debt
instruments issued by the federal and provincial governments that circulated in the Argentine
economy as an alternative form of currency since they could be used by the holder to discharge a
variety of obligations, including tax obligations.

—  Boden Restitution. Issued to compensate pensioners and public-sector employees for the 13%
reductions in benefits and salaries that took place in 2001.

Bogar. Bonds issued by the Provincial Development Fund in order to restructure debt obligations of
the provinces. These bonds are guaranteed by the Government. This guarantee is, in turn, secured
through a pledge of revenue from certain Government taxes. Additionally, the provinces have an
obligation to reimburse the Provincial Development Fund and, indirectly, the Government for any
amounts paid under these bonds. This obligation is secured by a pledge of a portion of the tax-revenue
transfer the provinces receive from the Government.

Bontes. Medium- to long-term Government treasury bonds issued domestically in the late 1990s.

Bonos-Pagaré. Medium- to long-term Government treasury bonds issued domestically in the late
1990s.

Brady Bonds. Collateralized Government bonds issued in 1992 pursuant to the Brady Plan to
restructure Argentina’s outstanding medium- and long-term commercial bank debt. These bonds
consisted of par bonds, discount bonds and floating-rate bonds.

Cedros. Negotiable instruments issued by financial institutions representing claims on term deposits
that were rescheduled by the Government as part of the emergency measures it adopted during the
recent economic crisis. Cedros can be used to repay certain bank loans, are not backed by the
Government and trade on the Buenos Aires Stock Exchange.

Eurobond. Government bonds issued in the international capital markets under the Government’s
U.S.$15.0 billion Medium-Term Note Programme.

Global bond. Government bonds issued in the international capital markets under the Government’s
shelf registration statements filed with the SEC.

Lecops. Government-issued quasi-currency bonds.

Letes. Short-term Government treasury bonds issued domestically in the late 1990s.



e  National guaranteed loans. Tax-secured loans that the Government exchanged for previously
outstanding Government bonds as part of a voluntary debt exchange offer that took place in 2001.
Holders of national guaranteed loans retained the right to recover their original bonds upon any default
(we refer to this process as the reverse swap of national guaranteed loans).

e  Patacones. Quasi-currency treasury bonds issued by the Province of Buenos Aires in 2001 and 2002
to finance its fiscal deficits.

e Samurai bonds. Yen-denominated bonds issued by the Government in Japan and that are governed by
Japanese law.

e Spanish bonds. Government bonds issued to Spanish banks in 1993 as part of the Brady restructuring.
They have shorter maturities than Brady Bonds and, instead of being secured with collateral, are
guaranteed by the Spanish government.

Currency of Presentation

Unless otherwise specified, references in this prospectus to “dollars,” “U.S. dollars,” “U.S.$” and “$” are to
the currency of the United States of America, references to “euros” or “€” are to the currency of the European Union
and references to “pesos” and “Ps.” are to Argentine pesos. The Government publishes most of its economic
indicators and other statistics in pesos. From April 1, 1991 through January 6, 2002, the amounts presented to
reflect economic indicators were the same in dollars and in pesos due to the one-to-one dollar/peso exchange rate
that prevailed during this period. For figures reflecting flows of peso amounts during a specified period, the average
dollar-peso exchange rate for that period is used. For figures reflecting amounts as of a specific date, the exchange
rate applicable on that date is used.

From January 6, 2002, through February 11, 2002, the following two separate peso-dollar exchange rates
were in place:

o the official rate, set at Ps.1.40 per U.S. dollar, used for export transactions, selected imports and capital
payments, and

e the unofficial rate, a floating rate that applied to all other transactions.

The peso now floats against other currencies, although the Central Bank of Argentina purchases or sells
U.S. dollars on the currency exchange market from time to time in order to minimize fluctuations in the value of the
peso. On December 31, 2002, the exchange rate as reported by the Central Bank was Ps.3.36 per U.S. dollar. On
December 31, 2003, the exchange rate as reported by the Central Bank was Ps.2.93 per U.S. dollar. On November
30, 2004, the Central Bank reported an exchange rate of Ps.2.95 per U.S. dollar.

Currency conversions, including conversions of pesos into U.S. dollars, are included for the convenience of
the reader only and should not be construed as a representation that the amounts in question have been, could have

been or could be converted into any particular denomination, at any particular rate or at all.

Unless otherwise stated, prices and figures are stated in current values of the currency presented.



The following table shows the average and period-end peso/dollar exchange rates as reported by the Central
Bank for the dates and periods indicated:

Nominal Exchange Rate
(pesos per U.S. dollar)

Average Period-end
1.00 1.00
1.00 1.00
1.00 1.00
3.07 3.36
295 2.93
2.89 2.94
2.93 2.92
2.90 2.86
2.84 2.85
2.92 2.96
2.96 2.96
2.96 2.98
3.01 3.00
3.00 2.98
2.97 2.98
295 2.95

(1) From January 1, 2002 until March 3, 2002, the nominal exchange rate used is the “valuation exchange rate” and since March 4, 2002, the
exchange rate used is the “reference exchange rate” (both of which are published by the Central Bank).
Source: Central Bank.

Presentation of Financial Information

All annual information presented in this prospectus is based upon January 1 to December 31 periods, unless
otherwise indicated. Totals in some tables in this prospectus may differ from the sum of the individual items in
those tables due to rounding.

Certain statistical information included in this prospectus is preliminary in nature and reflects the most
recent reliable data readily available to the Government as of the date of this prospectus. The Central Bank, the
Ministry of Economy and Production and other government entities conduct reviews of Argentina’s official
financial and economic statistics after these statistics are first published. These reviews are conducted periodically
depending on the period of time covered by the data. Annual figures are reviewed once a year, quarterly figures are
reviewed once a quarter and monthly figures are reviewed once a month. Accordingly, certain financial and
economic information presented in this prospectus may subsequently be adjusted or revised to reflect new or more
accurate data or in accordance with Argentina’s ongoing review of its financial and economic data. The
Government believes that this review process is substantially similar to the practices of other industrialized nations.
The Government does not expect revisions of the data contained in this prospectus to be material, although it cannot
assure you that it will not make material revisions.

During the first half of 1999, the Government undertook a comprehensive revision of its methodology for
calculating GDP and balance of payments accounts in order to provide a more accurate measure of the Argentine
economy. Prior to this revision, the Government had used 1986 as the base year for calculating GDP. Under the
revised methodology, the Government uses 1993 as the base year for calculating GDP and assigns different weights
to selected sectors of the economy to reflect their relative importance.

The Government’s revised methodology conforms to international statistical norms recommended by the
International Monetary Fund or IMF. Under the methodology, Argentina’s current account includes transactions
involving non-residents, incorporates estimates regarding business, technical and personal services, and utilizes



various sources of information, including account balances of private sector businesses. Argentina’s capital account
under the new methodology includes investments by non-residents in Argentine businesses and estimates of bank
deposits and investment portfolios.

FORWARD-LOOKING STATEMENTS
This prospectus and any related prospectus supplement may contain forward-looking statements.

Forward-looking statements are statements that are not historical facts, including statements about the
Government’s beliefs and expectations. These statements are based on Argentina’s current plans, estimates and
projections. Therefore you should not place undue reliance on them. Forward-looking statements speak only as of
the date they are made. Argentina undertakes no obligation to update any of them in light of new information or
future events.

Forward-looking statements involve inherent risks and uncertainties, including, but not limited to, those set
forth in “Risk Factors™ in this prospectus and any related prospectus supplement. A number of important factors
could cause actual results to differ materially from those contained in any forward-looking statement. The
information contained in this prospectus identifies important factors that could cause such differences. Such factors
include, but are not limited to:

e adverse external factors, such as a decline in foreign investment, changes in international prices
(including commodity prices), high international interest rates and recession or low economic growth
in Argentina’s trading partners. A decline in foreign direct investment could deprive the Argentine
economy of capital needed for economic growth. Changes in international prices and high
international interest rates could increase Argentina’s current account deficit and budgetary
expenditures. Recession or low economic growth in Argentina’s trading partners could decrease
exports from Argentina, induce a contraction of the Argentine economy and, indirectly, reduce
tax revenues and other public sector revenues and adversely affect the country’s fiscal accounts;

e adverse domestic factors, such as increases in domestic inflation, high domestic interest rates and
exchange rate volatility. Each of these factors could lead to lower economic growth; and

e other adverse factors, such as climatic or political events, international or domestic hostilities and
political uncertainty.

DATA DISSEMINATION

Argentina is a subscriber to the IMF’s Special Data Dissemination Standard or SDDS, which is designed to
improve the timeliness and quality of information of subscribing member countries. The SDDS requires subscribing
member countries to provide schedules indicating, in advance, the date on which data will be released or the so-
called “Advance Release Calendar.” For Argentina, precise dates or “no-later-than-dates” for the release of data
under the SDDS are disseminated in advance through the Advance Release Calendar, which is published on the
Internet under the International Monetary Fund’s Dissemination Standards Bulletin Board. Summary methodologies
of all metadata to enhance transparency of statistical compilation are also provided on the Internet under the
International Monetary Fund’s Dissemination Standards Bulletin Board. The Internet website is located at
http://dsbb.imf.org. Neither the Government nor any agents or underwriters acting on behalf of the Government in
connection with the offer and sale of securities as contemplated in this prospectus accept any responsibility for
information included on that website, and its contents are not intended to be incorporated by reference into this
prospectus.

USE OF PROCEEDS

Unless otherwise specified in a prospectus supplement, the Government will use any net proceeds from the
sale of securities offered by this prospectus for the general purposes of the government of Argentina.



SELECTED ECONOMIC INFORMATION

The following summary highlights information contained elsewhere in this prospectus. It is not complete
and may not contain all the information that you should consider before investing in the securities. You should read
the entire prospectus and any prospectus supplement carefully.

Selected Economic Information
(in billions of pesos unless otherwise indicated)

For the first six months
ended and as of

For the year ended and as of December 31 (unless otherwise indicated), June 30,
1999 2000 2001 2002 2003 2003 2004
THE ECONOMY:
Real GDP (in billions of 1993
PESOS) ™Y o Ps. 2784 Ps. 2762 Ps. 264.0 Ps. 2352 Ps. 255.8 Ps. 2470 Ps. 269.4
Rate of change from prior
year'" e, (3.4)% (0.8)% 4.4)% (10.9)% 8.7% 6.7% 9.1%
Nominal GDP.......ccoveueirnnircccnnes 283.5 284.2 268.7 312.6 376.2 363.2 4335
Inflation (as measured by CPI)® (1.8)% 0.7)% (1.5)% 41.0% 3.7% 2.1% 3.3%
Unemployment rate® 14.5% 15.4% 16.4% 21.5% 15.6% 17.8% 14.8%
BALANCE OF PAYMENTS
(in billions of U.S. dollars):
Current aCCOUNt .......ccecueecueverererrereene USS$ (12.0) USS$ (9.0)0 US.S$(3.9) UsS$ 91 US$ 75 US.$ 48 UsSs$ 20
Of which:
Imports of 200dS......ccooveerieiriennnnn 24.1 23.9 19.2 8.5 13.1 5.5 9.6
Exports of 200dS......cccoveevreiriennnnen 23.3 26.3 26.5 25.7 26.6 14.7 16.6
Capital and financial account............. 13.7 8.7 5.4) (11.7) (2.5) 2.2) 1.6
Change in gross international
reserves of the Central Bank.......... 1.2 (0.4) (12.1) (4.5) 3.6 1.7 3.5
Gross international reserves of the
Central BanK.......c.cocoeveerennnnenene 19.2 18.8 18.3 10.5 14.1 12.2 17.4
PUBLIC FINANCE:
Revenues ......cccceevvviviicncncncnene, Ps. 548 Ps. 555 Ps. 504 Ps. 55.1 Ps. 772 Ps. 36.7 Ps. 52.8
Asa% of GDP......cccoueueueeeee 19.3% 19.5% 18.8% 17.6% 20.5% 10.1% 12.2%
Expenditures ..........cccccecvveevecininnnnnee 54.0 52.7 49.0 52.8 68.5 31.8 41.0
As a % of GDP... . 19.0% 18.6% 18.2% 16.9% 18.2% 8.8% 9.5%
Primary fiscal balance ................... 0.9 2.7 14 23 8.7 49 11.8
Asa% of GDP......cccoeueuueee 0.3% 1.0% 0.5% 0.7% 2.3% 1.4% 2.7%
Overall fiscal balance ...........cccoeuene. (4.8) (6.8) 8.7) (4.5) 1.8 1.4 9.0
Asa% of GDP.......ccccccuvuee. (1.7% 2.4)% 3.2)% (1.5)% 0.5% 0.4% 2.1%
PUBLIC DEBT®
(in billions of U.S. dollars):
Peso-denominated debt® ................... US$ 81 USS$ 57 USS 47 USS$ 296 USS 367 —  US$366
Foreign-currency denominated
debt® e 113.7 122.3 139.8 95.7 114.1 — 108.4
Total principal arrears ..........ccccceennee 0 0 0 7.7 18.0 — 243
Total interest arrears...........ccceeeveuennene 0 0 0 43 10.0 — 12.0
Total gross public debt™ ............... U.S.$ 1219 U.S.$128.0 U.S.$144.5 US.$ 1373 U.S.$178.8 — U.S.$181.2
Total net public debt (including
arrears)® ... 110.9 119.2 134.7 130.1 157.9 — 160.1
Total gross debt as a % of GDP ......... 43.0% 45.0% 53.8% 129.7% 139.5% — 111.2%
Total gross debt as a % of
Government reVenues.................... 222.3% 230.8% 286.7% 764.3% 683.6% — n/a

(1) Real GDP for the third quarter of 2004 was Ps.283.2 billion, representing an 8.3% increase as compared to the same period for 2003.

(2) Measured by the twelve-month percentage change in the CPI, except for June 30, 2003 and 2004, which are measured by the six-month
percentage change in the CPI.

(3) Asof May 31 of each year, except six-month figures for 2003 and 2004, which are presented as of June 30 for each year.

(4) Excluding privatizations and interest payments.

(5) Excluding direct debt of the provinces and municipalities not guaranteed by the Government.

(6) Not including principal or interest arrears.

(7)  As of December 31, 2003, of the U.S.$178.8 billion total gross debt, U.S.$101.2 billion was in default.

(8) Net of collateral.




SUMMARY

This summary highlights information contained elsewhere in this prospectus. This summary does not
contain all the information that you should consider before investing in the securities. You should read this entire
prospectus and any prospectus supplement carefully including the statements set forth under “Risk Factors” in this
prospectus and any prospectus supplement.

Republic of Argentina
Introduction

Argentina is a representative democracy located in southeastern South America with an estimated
population as of 2001, the date of the most recent census, of 36.6 million. Argentina is currently recovering from a
severe economic recession that began in the fourth quarter of 1998 and culminated, after a decade of relative
stability and economic prosperity, in unprecedented social, economic and political crises in 2001 and 2002. From
1999 through 2002, Argentina’s economy contracted significantly and poverty and unemployment reached record
levels. The administration of President Fernando De la Riia, which took office in October 1999, was unable to
restore economic growth.

In December 2001, the Government imposed restrictions on the withdrawal of bank deposits to safeguard
the viability of the banking system. These restrictions triggered widespread social unrest that resulted in the
resignation of President De la Rua. During the weeks that followed, Congress, in accordance with the Constitution,
appointed three new presidents, each of whom resigned amidst political turmoil. On January 1, 2002, Congress
elected Eduardo Duhalde to serve as President through the end of 2003.

President Duhalde called for elections that were held on April 27, 2003. Carlos Menem, former president
of Argentina from 1989 through 1999, and Néstor Kirchner, the former governor of the province of Santa Cruz,
emerged as the leading candidates. Faced with polls indicating that 74% of the voters favored Kirchner, Menem
withdrew from the race prior to a run-off election required by the Constitution. This left Néstor Kirchner as
president-elect.

The Argentine economy began to show signs of recovery in the second half of 2002. This recovery
continued during 2003 and has continued through the first nine months of 2004.

The Kirchner Administration

Néstor Kirchner was sworn in as president of Argentina on May 25, 2003. The overall goal of the
administration is to achieve sustainable growth through structural reforms, while maintaining a focus on
ameliorating poverty and social inequities, which were exacerbated as a result of the 1998-2002 recession. To
achieve this, the Kirchner administration has presented a medium-term program for the period through 2006. The
main goals of the administration’s program are as follows:

e toincrease growth and solidify price stability through macroeconomic policy;

e to increase spending on social programs and investments in public infrastructure;

e to restructure Argentina’s public debt, to achieve fiscal discipline at the federal and provincial levels
and to establish responsible fiscal policies with the goal of achieving sustainable debt service
obligations;

e to implement reforms designed to deter widespread tax evasion;

e to reform the social security system;

e toreach a sustainable revenue-sharing agreement with the provinces;




e to increase lending activity by strengthening the stability of the financial system, phasing out of certain
bank regulations implemented during the economic crisis and conducting audits and strategic reviews
of the leading public banks to ensure their independence from the Government;

e to implement an inflation-targeting monetary system; and

e  to attract private sector investment by creating a predictable and efficient legal framework to
restructure corporate debts.

These priorities are the basis for various initiatives that the Kirchner administration has pursued since
assuming office. These initiatives include the following:

e Between October and December of 2003, Congress approved a proposed budget for 2004 founded on
fiscal discipline and approved certain reforms to improve tax collection.

e  The Kirchner administration has implemented social programs to help the poor, the unemployed,
seniors and other people in need.

e  While the Kirchner administration does not seek a return to the state-led capitalism that characterized
the Argentine economy prior to the 1990s, it has identified areas where it intends to increase and
improve state regulation, supervision and involvement. Recent initiatives in this regard include the
reversal, through the revocation of the concessions under which they previously operated, of the
privatization of Correo Argentino (Argentina’s postal service) and Thales Spectrum (the company that
administered Argentina’s airwaves), as well as the creation of a national airline (Lineas Aereas
Federales S.A.) and the announcement in May 2004 of the creation of a state-owned energy company —
Energia Argentina S.A., or ENARSA — in response to the recent energy crisis. See “Economy—Role
of the State in the Economy.”

The Economy
History and Background

During the 1980s, high levels of state intervention in the economy, combined with high levels of inflation,
frequent changes in Government policy and financial market instability, inhibited any significant growth in the
Argentine economy. During the 1990s, the Menem administration adopted a fixed exchange rate regime (known as
Convertibility) and neo-liberal economic policies that included privatization, deregulation and trade liberalization
programs. It also sought to improve Argentina’s relations with its creditors.

The Convertibility regime and the Government’s free-market initiatives temporarily achieved price
stability, increased the efficiency and productivity of the Argentine economy and attracted significant foreign
investment. From 1993 through 1998, GDP grew in real terms at an average annual rate of 4%, despite a 3%
contraction in 1995 due to the Mexican financial crisis of 1994.

The Beginning of the Economic Recession: 1999-2001

Argentina’s recent severe economic recession was triggered in part by a series of external shocks that took
place between the last quarter of 1997 and the fall of 2001, including financial crises in Russia, Asia and Brazil and
rising worldwide interest rates. Domestic structural barriers to economic growth also contributed to the crisis.
Together, these factors resulted in a deep contraction in the economy, a banking and fiscal crisis and capital flight
from Argentina. From 1998 through 2002, real GDP contracted by a cumulative 18.4%. As of May 31, 2002, the
unemployment rate had reached 21.5% and more than half of the population subsisted below the poverty line.
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The Collapse of the Convertibility Regime - 2002

In 2002, in response to a massive run on bank deposits and capital flight, the Government ended the peg of
the peso to the U.S. dollar. Following the collapse of the Convertibility regime, the peso lost significant value, both
against foreign currencies and in terms of domestic purchasing power. In the first six months of 2002, the peso lost
approximately 74.2% of its value against the U.S. dollar, reaching a low of U.S.$0.258 per one peso on June 26,
2002.

During 2002, Argentina experienced a 10.9% reduction in GDP. As a result of strict restrictions imposed
by the Government on bank withdrawals and foreign exchange transactions, economic activity declined
dramatically, with gross investment and private consumption decreasing by 36.4% and 15.0%, respectively, in 2002.
During this year, Government consumption also declined, by 5.1%. Beginning in the second half of the year,
however, the devaluation of the peso caused a shift in domestic consumption. As the price of imported goods
increased due to the devaluation of the peso, Argentine consumers shifted their purchases away from foreign
products and towards domestic products. This import substitution process reactivated domestic production, which
triggered the economic recovery.

Continued Economic Recovery — 2003 and first nine months of 2004

During 2003, the economic recovery broadened and accelerated, as increased production gave rise to higher
employment and wages, which in turn fueled domestic consumption. During 2003, GDP increased 8.7%, due
primarily to a 7.3% increase in domestic consumption and a 38.1% increase in gross investment. By May 31, 2003,
the unemployment rate decreased to 15.6%, as compared to 21.5% at May 31, 2002.

Preliminary figures indicate that GDP increased 11.3% in the first quarter of 2004, 7.0% in the second
quarter of 2004 and 8.3% in the third quarter of 2004, in each case as compared to the same period of 2003. This
growth was led by the growth of the construction and manufacturing sectors. The construction sector grew by
41.3% during the first quarter of 2004, 32.4% during the second quarter of 2004 and 26.1% during the third quarter
0f 2004, in each case as compared to the same period of 2003. The manufacturing sector grew by 15.6% during the
first quarter of 2004, 13.2% during the second quarter of 2004 and 9.5% in the third quarter of 2004, in each case as
compared to the same period of 2003.

Despite the continued economic recovery during 2004, the unemployment rate increased during the first
half of the year, from 14.5% as of December 31, 2003, to 14.8% as of June 30, 2004. The unemployment rate,
however, decreased to 13.2% by September 30, 2004. The underemployment rate also decreased from 16.3% as of
December 31, 2003 to 15.2% as of September 30, 2004.

Despite this recovery, the Argentine economy still faces significant challenges, including widespread
poverty, high unemployment and underemployment, energy shortages, the restructuring of Argentina’s public sector
debt, the stabilization of the financial system and the renegotiation of utility rates.

Balance of Payments
History and Background

Argentina’s balance of payments played a pivotal role in the economic downturn that gripped the economy
beginning in late 1998. During the Convertibility regime, the Argentine economy grew dependent on a steady
inflow of foreign capital to finance its recurring dual deficits, in its current account and in the Government’s fiscal
accounts.

Throughout most of the 1990s, these capital inflows materialized, as the free-market reforms adopted by
the Government and the economic expansion fueled a growing appetite among foreign investors for Argentine assets
and investments. As a result, throughout most of the 1990s Argentina registered surpluses in its capital account,
which offset its current account deficits. The flow of foreign capital into Argentina, however, was volatile, due in
part to the elimination of restrictions on capital flows.
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1998-2001

Between the fourth quarter of 1998 and the fall of 2001, several factors, including international financial
crises, a rise in U.S. interest rates and an increasing fiscal deficit, triggered a significant reduction in net capital
inflows to the Argentine economy, which led to a reversal of Argentina’s balance of payments surplus.

The following changes in the balance of payments accounts took place from 1999 through 2001:

e In 1999, the surplus in Argentina’s balance of payments began to decrease, declining 65.1% to
U.S.$1.2 billion, as a result of a decrease in the net capital flowing into the Argentine economy.
Exports decreased 11.8% in 1999, due to the devaluation of the Brazilian real and sluggish growth in
the Brazilian economy (Argentina’s largest export market). Imports fell 18.4% in 1999. In 1999,
Argentina registered a 25.3% decline in its capital account surplus to U.S.$13.7 billion, as the
reduction in net capital inflows originally triggered by the Russian financial crisis accelerated due to
the devaluation of the Brazilian rea/ and the decision by the U.S. Federal Reserve in June 1999 to
begin raising U.S. interest rates.

e In 2000, Argentina registered a U.S.$439 million deficit in the balance of payments. Exports increased
13.0% as a result of the recovery of the Brazilian economy during that year. Imports remained
relatively stable in 2000. The capital account surplus dropped 36.3% in 2000 to U.S.$8.7 billion.

e In 2001, the balance of payments deficit reached U.S.$12.1 billion. The level of exports registered
almost no change during that year. Imports declined 19.8% in 2001 due to reduced consumer demand
attributable to the recession. Additionally, Argentina registered the first deficit in its capital account in
almost ten years, as the perception of an imminent collapse of the Convertibility regime triggered a run
on bank deposits and a rush to convert pesos into dollars and pull them out of Argentina. This capital
flight, coupled with the reluctance of foreign investors to invest in the Argentine economy, plunged the
capital account into a U.S.$5.4 billion deficit in 2001.

2002 and 2003

During 2002, the deficit in the balance of payments decreased 62.6% to U.S.$4.5 billion. Exports declined
3.1% in 2002, as the contribution of the devaluation of the peso to the competitiveness of Argentine goods abroad
was undermined by the collapse of the banking sector at the end of 2001, significantly reducing credit, and the rise
in the price of imported intermediate and capital goods, which increased the production costs of Argentine products.
Imports decreased by 55.8% in 2002 due to the combined effect of the recession and the devaluation of the peso,
which increased the price of foreign goods. In 2002, the capital account deficit increased 115.8% to U.S.$11.7
billion, as significant capital flight continued to plague the Argentine economy, despite the Government restrictions
on bank withdrawals and foreign exchange transactions.

In 2003, Argentina registered a surplus in its balance of payments accounts of U.S.$3.6 billion, resulting
primarily from a 78.9% decrease in the country’s capital account deficit. In 2003, exports increased 14.3%,
notwithstanding the economic slowdown that affected certain of Argentina’s main trading partners (Brazil and
certain European countries). This increase in exports was attributable primarily to an increase in the international
prices of oil and other commodities (such as wheat and soy). Imports increased 54.4% in 2003 due to increased
demand resulting from the growth of the Argentine economy and the appreciation of the peso, which made foreign
products relatively cheaper as compared to 2002. In 2003, Argentina’s capital account deficit decreased 78.9% to
U.S.$2.5 billion. This decrease resulted primarily from a 68.3% decrease in the deficit of capital flows to the non-
financial private sector, to U.S.$4.2 billion.

First Six Months of 2004

During the first six months of 2004, Argentina registered net capital inflows for the first time since 2000,
resulting in a surplus in the country’s capital account of U.S.$1.6 billion, as compared to a U.S.$2.2 billion deficit
during the first six months of 2003. This increase in net capital inflows reflected greater borrowing by Argentina’s
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non-financial private sector for investments and working capital. The shift in the capital account from a deficit to a
surplus was partly offset by a reduction in Argentina’s current account surplus, from U.S.$4.8 billion during the first
six months of 2003 to U.S.$2.0 billion during the first six months of 2004. This reduction resulted from an increase
in the level of imports, which outpaced the increase in the level of exports. It also reflected an increase in the
outflow of earnings and dividends. As a result of the shift in its capital and current accounts, during the first six
months of 2004, Argentina registered a balance of payments surplus of U.S.$3.5 billion, compared to a surplus of
U.S.$1.7 billion during the first six months of 2003.

Monetary System
The Central Bank and Monetary Policy

The Convertibility Law of 1991, which fixed a one-to-one exchange rate between the peso and the U.S.
dollar, dictated Argentina’s monetary policy from 1991 through 2001. The Convertibility Law was complemented
by the 1992 amendments to the Central Bank charter, which limited the tools available to the Central Bank with
respect to regulating the money supply. On January 6, 2002, the Argentine Congress enacted the Law of Public
Emergency and Reform of the Exchange Rate Regime, which effectively brought an end to the Convertibility
regime. The Public Emergency Law abolished the peg between the peso and the U.S. dollar and granted the
executive branch the power to regulate the foreign exchange market and to establish foreign exchange rates.

The Central Bank now focuses its monetary policy on providing adequate liquidity to the economy while
maintaining the stability of the rate of inflation and the exchange rate. To improve its decision-making ability, on
September 10, 2003 the Central Bank announced that beginning in January 2005 it would adopt inflation targeting
as the basis of its monetary policy.

Inflation

Prior to the adoption of the Convertibility regime, Argentina had been plagued by high inflation. By the
late 1980s, Argentina was facing its latest bout of hyperinflation, with the CPI increasing by 1,344% in 1990. The
restrictions imposed by the Convertibility regime brought this to an end. By 1996, the year-to-year increase in the
CPI had dropped below 1%, as was the case for the WPI in 1997.

The downturn in economic activity starting in the last quarter of 1998, however, brought about price
deflation, which further aggravated Argentina’s economic downturn, as it tended to discourage consumption and put
downward pressure on wages. This in turn undermined the ability of debtors to repay debts, increasing the bad-loan
portfolio of the banking sector. Deflation in both consumer and wholesale prices ended in 2002 with the devaluation
of the peso, which resulted in an increase in the price of foreign goods. In 2002, the CPI increased 41% and the
WPI increased 118%. The rate of inflation stabilized in 2003, with the CPI increasing 3.7 % and the WPI increasing
2%. During the first eleven months of 2004, the CPI increased by 5.2% and the WPI increased 6.9%.

The Financial System

The monetary and financial system had achieved substantial stability and strength prior to the onset of the
economic crisis and remained relatively stable during the first two years of the recession (1999 to 2000). However,
as the crisis deepened and speculation of a potential devaluation mounted, confidence in the banking sector began to
erode, triggering a significant run on deposits in 2001. By December 31, 2001, total deposits (peso and dollar) had
declined 23.2% from the level at December 31, 2000, thus threatening the liquidity of the system, and lending to the
non-financial private sector had come to a virtual standstill.

To reduce the threat of a collapse of the banking sector, in December 2001 and February 2002 the
Government imposed strict limits on bank withdrawals (known as the “corralito”) and rescheduled term deposits
(known as the “corralon”). After the devaluation of the peso, in February 2002 the Government ordered the
pesification of the economy, which consisted primarily of ordering the conversion of dollar-denominated loans into
pesos at a rate of one peso per U.S. dollar and the conversion of dollar-denominated deposits into pesos at a rate of
Ps.1.40 pesos per U.S. dollar, each adjusted by inflation. In late 2002, the Government was able to begin lifting
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these restrictions, as the peso stabilized and banks began to recover their liquidity. The lifting of restrictions on
bank withdrawals and the stability of the inflation rate and exchange rate resulted in deposits increasing by 12.9% in
2002 and 24.0% in 2003. Lending also recovered somewhat in these years, although this recovery was driven
primarily by lending to the public sector, as lending to the non-financial private sector registered slight declines.

Public Sector Finances
History and Background

The sustainability of Argentina’s economic growth during the 1990s was undermined by the Government’s
inability to maintain fiscal discipline. Instead of capitalizing on periods of sustained growth and rising revenues to
balance its budget and pay down its debt, the Government continued to incur overall fiscal deficits. This resulted
primarily from inability to achieve political consensus about needed reforms, failure to reform revenue-sharing
arrangements with the provinces, increasing debt service obligations and a widening gap between the Government’s
social security revenues and social security outlays attributable to the privatization of the social security system.

The Government’s inability to set its finances on a more sustainable course also undermined confidence in
Argentina among foreign investors, increasing the Government’s borrowing costs and threatening the capital inflows
on which the country had come to depend.

Fiscal Result

The Government achieved primary fiscal surpluses throughout the 1990s (except in 1996) and from 2000
through 2003, but registered overall fiscal deficits during these years. The most significant long-term factor in the
Government’s deteriorating finances from 1999 through 2001 was a steady and pronounced rise in net interest
payments on the Government’s debt, which increased 249% from U.S.$2.9 billion (1.2% of GDP) in 1993 to
U.S.$10.2 billion (3.8% of GDP) in 2001. The overall fiscal deficit of the non-financial public sector increased
17.1% in 1999, 42.4% in 2000 and 28.4% in 2001.

The Government’s overall fiscal results improved in 2002, with the overall deficit decreasing 48.1%,
largely as a result of the suspension of payments on a significant portion of the Government’s public sector debt, but
also due to an increase in the Government’s primary surplus. In 2003, the government achieved its first overall
fiscal surplus since 1994, due in large part to the increase in the Government’s primary balance. Interest expense on
the Government’s debt decreased only marginally in 2003, although the total amount of interest payments was still
32.4% lower in 2003 than at the peak of the fiscal crisis in 2001, due to the government’s continued suspension of
debt payments.

During the first nine months of 2004, the Government registered an overall fiscal surplus of Ps.12.4 billion
compared to Ps.1.8 billion during the first nine months of 2003. These overall fiscal results reflected an increase in
the Government’s primary surplus, from Ps.7.2 billion during the first nine months of 2003 to Ps.16.8 billion during
the first nine months of 2004. They also reflected a 17.5% reduction in interest expense on the Government’s debt
compared to the same period in 2003.

Fiscal Policy

Since the collapse of the Convertibility regime, the Government has implemented tax reform measures
designed to deter widespread tax evasion and raise tax revenues, and measures to maintain fiscal discipline. The
Government also proposed the Ley de Responsabilidad Fiscal (Fiscal Responsibility Law) to further increase
Government accountability and prudent fiscal management at the provincial and national levels, which was
approved by Congress on August 4, 2004. At the same time, the Government introduced a number of social support
programs designed both to ameliorate poverty and to boost domestic demand.
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Public Sector Debt
Debt Record

Since December 24, 2001, the Government has suspended payments on a substantial portion of Argentina’s
public debt. As of December 31, 2003, past-due principal payments on this debt totaled U.S.$18.0 billion and past-
due interest payments totaled U.S.$10.0 billion (not including interest on past-due principal and interest payments).

The Government has continued to meet its debt obligations only to multilateral official lenders, creditors
that agreed to the pesification of their national guaranteed loans, holders of new bonds issued since the Government
announced the suspension of debt payments and certain other categories of public debt.

In September 2003, the Government set forth certain parameters for the restructuring of its defaulted debt.
These parameters were further elaborated during various consultative meetings and other discussions with creditors
that began in October 2003. On June 1, 2004, the government announced the principal terms for the proposed
restructuring of its public debt. For a discussion of these terms, see “Public Sector Debt—Debt Record.”

The Government’s decision to defer payments on a substantial portion of its public debt has prompted a
number of lawsuits in various jurisdictions by plaintiffs seeking to collect on bonds issued by the Government.

Debt Management

During the 1990s, the Government increasingly accessed the international capital markets to meet its
financing needs, consisting primarily of issuances of global bonds and euro bonds. As it became increasingly
difficult for the Government to access the international markets in the late 1990s, however, it turned more and more
to domestic debt issuances and loans from multilateral and bilateral lenders.

From 1999 through 2001, Argentina’s gross public debt increased from 43.0% of GDP to 53.8% of GDP.
Following the collapse of the Convertibility regime and the devaluation of the peso, Argentina’s gross public debt
increased to 129.7% and 139.5% of GDP in 2002 and 2003, respectively.

The Government engaged in three voluntary debt exchange offers in 2001 in an effort to make the growing
public debt burden more sustainable, but these efforts proved unsuccessful.

The Government began to issue a new type of bond (known as a Boden) beginning in 2002. Several types
of Boden have been issued, primarily for the purpose of providing compensation to individuals and financial
institutions affected by various measures adopted by the Government during the economic crisis.

Composition of Public Debt

As of June 30, 2004, 69.1% of Argentina’s gross public debt was owed to bondholders, while debt in the
form of national guaranteed loans (which had been issued to certain creditors in exchange for bonds previously held
by them) represented 7.9% of the total public debt.

The IMF is Argentina’s single largest creditor, representing 8.2% of the Government’s total gross public
debt (U.S.$14.8 billion) as of June 30, 2004. As of December 31, 2003, Argentina had exceeded its borrowing
quota with the IMF by more than 500%. Since the collapse of the Convertibility regime in 2002, the Government
has reached the following two stand-by agreements with the IMF:

e an eight-month agreement reached in January 2003, under which the IMF agreed to extend to the
Government a stand-by credit facility of approximately U.S.$2.9 billion to refinance principal and
interest payments that would become due to the IMF during the period covered by the agreement. This
agreement was conditioned on the Government achieving several monetary and fiscal targets; and

e  a thirty-six month agreement reached on September 11, 2003, under which the IMF agreed to extend to
the Government an additional stand-by credit facility of approximately U.S.$13.3 billion (based on the
exchange rate between the U.S. dollar and the IMF’s lending units, known as SDRs, as of December
31, 2003) for purposes of refinancing principal payments that would become due to the IMF during the
period covered by the agreement. This agreement was conditioned on the Government meeting certain
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quantitative and qualitative performance criteria, including making progress on the restructuring of the
Government’s debt obligations.

The conditions attached to IMF funding evolve through a dialogue between the Government and the IMF
with a view towards improving Argentina’s fiscal and economic conditions. These conditions have a significant
bearing on the policies and priorities pursued by the Government, as IMF funding plays an important role in meeting
the Government’s financing needs and is generally a prerequisite to obtaining funding from other multilateral
lenders. While the Government has met many of the conditions to IMF funding, others have proven difficult to
achieve.

Other than conditioning funding on the Government making progress in the restructuring of its debt
obligations, the IMF does not play any official role in this restructuring process. The IMF has a policy of lending to
creditors in arrears only if such creditors engage, to the extent possible, in good faith negotiations to restructure non-
performing obligations. No objective measures exist for evaluating whether such negotiations are feasible or
whether they are being conducted in good faith. The Government believes that it has met the criteria of good faith
through its dialogue with its creditors since it defaulted on its debt. Nevertheless, we can offer no assurance that the
IMF will apply a similar standard of good faith, or that the IMF will not rely on additional or other factors in
measuring the Government’s progress in restructuring its obligations.

In August 2004, the IMF announced a delay of its quarterly review of Argentina’s compliance with the
conditions of the September 2003 stand-by agreement, effectively delaying the disbursement of U.S.$728 million to
Argentina under the agreement, in order to further assess the Government’s compliance with required structural
reforms and its progress in the renegotiation of utility contracts and in the debt restructuring process. The
Government subsequently announced that it would postpone further negotiations with the IMF through December
31, 2004 (and, consequently, forego additional IMF disbursements totaling U.S.$1.8 billion prior to that date), in
order to concentrate on the restructuring of its defaulted debt. The Government also announced that it would
continue to pay all amounts due to the IMF during this period. The amounts due from Argentina to the IMF
between August 1, 2004, and December 31, 2004, total approximately U.S.$2.5 billion, consisting of approximately
U.S.$2.4 billion in principal payments and approximately U.S.$135 million in interest payments. On September 17,
2004, the IMF approved for Argentina a one-year repayment extension for principal repayments in the amount of
approximately U.S.$1.1 billion originally coming due prior to January 17, 2005. For a discussion of Argentina’s
relations with the IMF, see “Public Sector Debt—Debt Owed to Official Institutions—International Monetary
Fund.”

The Government has also received lending from the World Bank, the Inter-American Development Bank or
IADB, and several other multilateral organizations. In November 2004, the IADB approved a U.S.$5 billion loan
package to Argentina effective through 2008. In December 2004, the World Bank approved a U.S.$200 million loan
to Argentina for the improvement of infrastructure services in the Province of Buenos Aires. As of June 30, 2004,
17.3% of Argentina’s gross public debt was owed to multilateral lenders.

As of June 30, 2004, 3.6% of Argentina’s gross public debt was owed to bilateral lenders. On December 9,
2004, President Kirchner signed two decrees officially authorizing the debt exchange offer to restructure Argentina’s
defaulted bond debt.

Outstanding Public Debt

As of June 30, 2004, Argentina’s total gross public debt was U.S.$181.2 billion (113.1% of GDP). Of that
total, peso-denominated debt totaled U.S.$43.6 billion and foreign-currency denominated debt totaled U.S.$137.6
billion. Argentine residents held approximately 41.2% and creditors outside of Argentina held approximately 58.8%
of Argentina’s gross public debt as of June 30, 2004.
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RISK FACTORS

Argentina plans to undertake an exchange offer as part of a restructuring of a substantial portion of its
public indebtedness. Your decision to tender bonds eligible for such an offer in exchange for new securities,
warrants and/or units involves a significant degree of risk. We urge you to read carefully the entirety of this
prospectus and to note, in particular, the following considerations.

Risk Factors Relating to a Future Exchange Offer
Risks of Not Participating in an Exchange Offer
Existing defaulted bonds eligible for exchange that are not tendered may remain in default indefinitely.

As of June 30, 2004, Argentina was in default on approximately U.S.$102.6 billion of its public
indebtedness (including approximately U.S.$24.3 billion in past-due principal payments and approximately
U.S.$12.0 billion in past-due interest payments). The Government has announced that it has no intention of
resuming payment on any bonds eligible to participate in an exchange offer (or another concurrent restructuring
transaction) that are not tendered or otherwise restructured as part of such transaction. Consequently, if you elect
not to tender your bonds in an exchange offer there can be no assurance that you will receive any future payments in
respect of your bonds. For a discussion of past debt exchanges see “Public Sector Debt—Debt Management—Debt
Exchanges.”

If an exchange offer is completed, the trading market for any series of bonds eligible for exchange but not
exchanged may become illiquid, which may adversely affect the market value of any bonds of such series.

In the event a substantial amount of existing bonds eligible for exchange are tendered, the remaining bonds
not tendered may be delisted on various stock exchanges or otherwise become illiquid, lacking an active trading
market or published secondary market price quotations. As a result, if you elect not to participate in an exchange
offer it may be difficult for you to trade your securities and the market value of your securities may be adversely
affected.

If Argentina proposes exit amendments to existing bonds in connection with an exchange offer and such
amendments become effective, bonds of any series affected by such amendments that are not tendered for exchange
may be significantly impaired in value.

As part of an exchange offer, Argentina may propose that bondholders participating in the offer approve
certain amendments to the terms and conditions of the existing series of bonds before accepting new debt securities
and ‘exiting’ the old bonds. If such exit amendments are proposed and are approved by the specified majority or
supermajority of bonds of a series necessary to make such an amendment effective upon all bonds of that series, the
effect of such amendments may be to limit the ability of holders of bonds that are not tendered for exchange to
enforce their instruments or to otherwise weaken or eliminate certain terms of the original debt instruments. The
effectiveness of such amendments could also adversely affect the market price of bonds of any affected series. The
percentage of bondholder approval necessary to make any such amendment effective varies according to the type of
instrument and the type of term to be amended. The following are the thresholds for amendments to significant
categories of Argentina’s bonds:

e Global Bonds. Amendments of payment terms require unanimous bondholder approval, while
amendments to non-payment terms require the vote of holders of 66 */;% of the outstanding principal
amount of the bonds.

e Eurobonds. Amendment of non-payment terms requires the vote of holders of a simple majority of the
outstanding principal amount of the bonds. Amendments of payment terms require the vote of a simple
majority of the votes cast at a bondholder meeting where a quorum is present. A quorum for these
purposes consists of holders of 75% of the outstanding principal amount of the bonds (25% in the
event of an adjourned meeting).
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e Brady Bonds. Amendments to payment terms require unanimous bondholder approval. Amendments
to non-payment terms require either:

— the written consent of holders of a simple majority of the outstanding principal amount of the
bonds or,

— if a meeting where a quorum is present is held, approval by holders of 75% of the outstanding
principal amount of bonds represented at such meeting or of holders of a simple majority of the
principal amount of bonds outstanding. A quorum for these purposes consists of holders of a
simple majority of the outstanding principal amount of the bonds (25% in the event of an
adjourned meeting).

Risks of Participating in an Exchange Offer

The terms of an exchange offer may allow Argentina to complete, limit, cancel or extend the offer at
Argentina’s discretion and, even if the exchange offer is completed, it may not resolve definitively Argentina’s debt
CrIsis.

The terms of an exchange offer may allow Argentina to complete, limit, cancel or extend the offer upon the
satisfaction of certain conditions or at the Government’s discretion. If the completion of an offer is contingent upon
the satisfaction of certain conditions, there can be no assurance that such conditions will be met or waived and that
the offer will be completed. Even if any conditions precedent to completion of an offer are satisfied, there can be no
assurance that the offer will be completed on the schedule initially set forth. If completion of an offer is delayed,
holders participating in the offer may have to wait longer than expected to receive any new debt securities offered
for exchange, during which time those holders may not be able to effect transfers of their bonds tendered pursuant to
the offer. There can be no assurance that the Government’s decision to complete the offer will resolve definitively
Argentina’s existing default on its public indebtedness or that the Government will be able to make payments on the
new securities until maturity.

Any exit amendments to existing bonds proposed in connection with an exchange offer may fail to achieve
the requisite bondholder approval, which may leave some or all remaining holders of existing bonds with legal
rights comparable to those of bondholders that accepted new debt securities pursuant to the exchange offer.

While Argentina may, as part of an exchange offer, propose exit amendments that would weaken or
eliminate certain terms of the existing bonds, if such amendments are not approved by the requisite majority or
supermajority of bonds for any series of bonds they will not become effective with respect to such series. In this
event, the rights of bondholders that declined to participate in the exchange offer would remain unchanged, and such
bondholders could pursue legal action to enforce claims based on those rights.

Argentina’s payments to holders of new debt securities issued pursuant to an exchange offer may be
attached, enjoined or otherwise challenged by bondholders that declined to participate in the offer or by other
creditors of Argentina.

In recent years various investors have used litigation against sovereign debtors to target payments made by
sovereigns to, among others, bondholders that have agreed to a debt restructuring by accepting new securities in an
exchange offer. As noted below, Argentina has been made a defendant in suits by a number of bondholders in
multiple jurisdictions, including the United States, Italy and Germany, some of which have resulted in judgments
against Argentina. There can be no assurance that a creditor pursuing similar or different arguments or strategies
will not be able to interfere with payments made pursuant to the completion of an exchange offer or subsequently
under any new securities issued as part of such an offer.

Enforcement of civil liabilities; waiver of sovereign immunity.

Argentina is a foreign sovereign state. Consequently, it may be difficult for you or (if applicable) the
relevant trustee to obtain or enforce judgments of courts in the United States or elsewhere against Argentina. See

18



“Description of the Securities—Jurisdiction, Consent to Service, Enforcement of Judgment and Immunities from
Attachment.”

You should not rely on an advertisement regarding Argentina and its debt restructuring proposal that
appeared in various newspapers without reading this entire prospectus, together with any related prospectus
supplement, carefully, including the information about risks contained in this “Risk Factors” section.

An advertisement concerning Argentina and its debt restructuring proposal appeared in various newspapers
during July and August 2004, prior to effectiveness of Argentina’s registration statement. The advertisement
contained information about Argentina’s economy, socio-political environment and debt restructuring proposal. The
information contained in the advertisement was presented in isolation and did not disclose the risk factors,
uncertainties and more detailed data relating to Argentina and its debt restructuring proposal contained in this
prospectus together with any related prospectus supplement. You should not consider any particular statement
contained in the advertisement or make your decision about whether to exchange your bonds pursuant to a debt
restructuring proposal without carefully reading and considering this entire prospectus, together with any related
prospectus supplement, including the risks described in this “Risk Factors” section.

We have in the past received, and may continue to receive, a high degree of media coverage, including
coverage that is not directly attributable to statements made by our officials and representatives. In this case, the
advertisement was sponsored by the Ministry of Foreign Relations of Argentina. While the Ministry of Foreign
Relations forms part of the Government, it is a separate entity from the Ministry of Economy, which is charged with
carrying out the Government’s debt restructuring. You should rely only on the information contained in this
prospectus, together with any related prospectus supplement, in making your decision about whether to exchange
your bonds.

Investors should be aware of the following modifications and updates to the advertisement’s content:

e The advertisement states that Argentina’s fiscal surplus was neutral in 2002 and equal to 3% of GDP in
2003. This prospectus contains the following accurate information:

— Argentina’s “primary fiscal balance” (defined as the fiscal balance of the non-financial public
sector, excluding interest payments and proceeds from privatizations) equaled 0.7% of GDP in
2002 and 2.3% of GDP in 2003; and

— Argentina’s “overall fiscal balance” (defined as the overall fiscal balance of Argentina’s non-
financial sector, including interest payments and any proceeds from privatizations) equaled -1.5%
of GDP in 2002 and 0.5% of GDP in 2003. (See “Public Sector Finances—National Public
Accounts™.)

e The advertisement states that 50% of all Argentines live below the poverty line. This prospectus
contains the accurate statement that, as of June 30, 2004, 44.3% of the population and 33.5% of
households in 28 urban centers (including Buenos Aires) still lived below the poverty line. (See “The
Argentine Economy—Poverty and Income Distribution”.)

e The advertisement states that 15% of Argentines are unemployed. This prospectus contains the
accurate statement that, as of June 30, 2004, Argentina’s unemployment rate was 14.8%. (See “The
Argentine Economy—Employment and Labor—Unemployment and Underemployment”.)

e The advertisement states that Argentina’s economy achieved an 8% increase in 2003. This prospectus

contains the accurate information that Argentina’s GDP increased 8.7% in 2003. (See “The Argentine
Economy—Gross Domestic Product”.)
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Risk Factors Relating to Argentina

This section should be read in conjunction with the more detailed information found elsewhere in this
prospectus.

Economic Risks
Certain risks are inherent in any investment in an emerging market such as Argentina.

Argentina is an emerging market economy, and investing in emerging markets generally carries risks.
These risks include political, social and economic instability that may affect Argentina’s economic results.
Instability in Argentina and in other Latin American and emerging market countries has been caused by many
different factors, including the following:

¢ high interest rates;

e changes in currency values;

e high levels of inflation;

e exchange controls;

e wage and price controls;

e changes in governmental economic or tax policies; and
e the imposition of trade barriers.

Any of these factors, as well as volatility in the markets for securities similar to new securities we issue in an
exchange offer, may adversely affect the liquidity of, and trading markets for, any new securities we issue in an
exchange offer.

Argentina’s economy may not continue to grow at current rates or may contract in the future, which could
have a material adverse effect on public finances and on the market price of new securities we issue in an exchange

offer.

The Argentine economy has experienced significant volatility in recent decades, including numerous
periods of low or negative growth and high and variable levels of inflation and devaluation. Since the peak of the
most recent economic crisis during the first half of 2002, Argentina’s economy has experienced positive growth.
However, the Government can offer no assurance that the Argentine economy will continue to grow at current rates,
or at all, in the future. Economic growth is dependent on a variety of factors, including (but not limited to)
international demand for Argentine exports, particularly commodities, the stability and competitiveness of the peso
against foreign currencies, confidence among Argentine consumers and foreign and domestic investors and their
rates of investment in Argentina, the willingness and ability of businesses to engage in new capital spending and a
stable and relatively low rate of inflation. Some of these factors are outside our control. If Argentina’s economic
growth slows, stops or contracts, our revenues may decrease materially, the market price of new securities we issue
in an exchange offer may be adversely affected and our ability to service our public debt, including any securities
we issue in an exchange offer, may again be impaired.

The Government may remain unable or unwilling to obtain access to capital in the future and our economy
and ability to service Argentina’s public debt may be adversely affected.

The Government’s primary fiscal results (i.e., excluding interest payments on Argentina’s public debt and

proceeds from privatizations) may be insufficient to meet Argentina’s debt service obligations. The Government
expects to rely in part on additional financing from the domestic and international capital markets and the
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refinancing of obligations owed to official lenders in order to meet Argentina’s debt service obligations in the future.
Nevertheless, since the suspension of principal and interest payments on a substantial portion of Argentina’s public
indebtedness, the Government has been unable to access the international or domestic capital markets. In the future,
the Government may not be able or willing to access the international or domestic capital markets, and Argentina’s
economy and our ability to service Argentina’s public debt, including any new securities we issue in an exchange
offer, may be adversely affected as a result.

A further devaluation of the peso could have a material adverse effect on the Argentine economy and our
ability to service our public debt.

Following the collapse of the dollar-peso parity Convertibility regime and the implementation of a floating
exchange rate system in early 2002, the peso greatly depreciated and continues to fluctuate significantly, despite
regular Central Bank intervention in the foreign exchange market to stabilize the peso’s value. We cannot assure
you that the peso will not devalue significantly in the future. Additional depreciation of the peso would increase the
cost of servicing Argentina’s public debt and could have a material adverse effect on Argentine companies and
financial institutions, which could adversely affect the Argentine economy and the Government’s revenues, and in
turn, both our ability to service our public debt and the market price of any new securities we issue in an exchange
offer.

A significant appreciation of the peso could adversely affect the competitiveness of Argentine exports and
hinder Argentina’s economic growth.

Since the peso’s depreciation to its post-Convertibility regime low in mid-2002, the peso has appreciated in
value. A significant further appreciation in the value of the peso relative to the currencies of its significant trading
partners and trade competitors could make Argentine exports less competitive with goods from other sources and
lead to decreased export revenues. Decreased export earnings could have a material adverse effect on Argentina’s
economic growth and our ability to service our public debt, including any new securities we issue in an exchange
offer.

A decline in international prices for Argentina’s principal commodity exports could have a material
adverse effect on Argentina’s economic growth and our ability to service our public debt.

Argentina’s economic recovery has been significantly assisted by recent increases in international prices for
some of Argentina’s principal commodity exports, such as soy. These high commodity prices have contributed to
increases in Argentina’s exports since the third quarter of 2002 and to high Government revenues from taxes on
exports introduced in 2002. If international commodity prices decline significantly, the growth of the Argentine
economy could be adversely affected and Government revenues from taxes on Argentine exports could decrease,
producing a negative impact on public finances and our ability to service our public debt, including any new
securities we issue in an exchange offer.

An increase in inflation could have a material adverse effect on Argentina’s economic prospects.

The devaluation of the peso created pressures on the domestic price system that generated high rates of
inflation in 2002 before substantially stabilizing in 2003. In addition, in response to the economic crisis in 2002 the
Government granted the Central Bank greater control over monetary policy than was available to it under the
Convertibility regime, including the ability to print currency, to make advances to the Government to cover its
anticipated budget deficit and to provide financial assistance to financial institutions with liquidity problems. See
“Monetary System—The Collapse of the Convertibility regime.” We cannot assure you that inflation rates will
remain stable in the future. Significant inflation could have a material adverse effect on Argentina’s economic
growth and our ability to service our public debt and, ultimately, on the market price of any new securities we issue
in an exchange offer.

Argentina’s economy remains vulnerable to external shocks that could be caused by significant economic

difficulties of its major regional trading partners or by more general ‘contagion’ effects, which could have a
material adverse effect on Argentina’s economic growth and our ability to service our public debt.
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A significant decline in the economic growth of any of Argentina’s major trading partners, such as Brazil,
could have a material adverse impact on Argentina’s balance of trade and adversely affect Argentina’s economic
growth. Brazil is Argentina’s largest export market. A decline in Brazilian demand for imports could have a
material adverse effect on Argentine exports and Argentina’s economic growth. In addition, because international
investors’ reactions to the events occurring in one emerging market country sometimes appear to demonstrate a
‘contagion’ effect, in which an entire region or class of investment is disfavored by international investors,
Argentina could be adversely affected by negative economic or financial developments in other emerging market
countries. In the past, Argentina has been adversely affected by such contagion effects on a number of occasions,
including following the 1994 Mexican financial crisis, the 1997 Asian financial crisis, the 1998 Russian financial
crisis, the 1999 devaluation of the Brazilian real and the 2001 collapse of Turkey’s fixed exchange rate regime.
Moreover, similar developments can be expected to affect the Argentine economy in the future. Argentina may also
be affected by conditions in countries with developed economies, such as the United States, that are significant trade
partners or have influence over world economic cycles. We cannot assure you that events affecting other markets
will not have a material adverse effect on Argentina’s growth and our ability to service our public debt, including
any new securities we issue in an exchange offer.

A significant rise in interest rates in developed economies such as the United States could have a material
adverse effect on the economies of Argentina’s emerging markets trading partners and adversely affect economic
growth in Argentina and our ability to service our public debt.

If interest rates increase significantly in developed economies, including the United States, Argentina’s
emerging markets trading partners could find it more difficult and expensive to borrow capital and refinance existing
debt, which could adversely affect economic growth in those countries. Decreased growth on the part of
Argentina’s trading partners could have a material adverse affect on the markets for Argentine exports and, in turn,
adversely affect Argentina’s economic growth. An increase in interest rates in developed economies would also
increase Argentina’s debt service requirements in respect of its existing floating rate debt, which could adversely
affect our ability to service our public debt generally, including any new securities we issue in an exchange offer.

Any revisions to Argentina’s official financial or economic data resulting from any subsequent review of
such data by the Central Bank or other Government entities could reveal a different economic or financial situation
in Argentina which could affect your evaluation of any exchange offer.

Certain financial, economic and other information presented in this prospectus may subsequently be
materially revised to reflect new or more accurate data as a result of the periodic review by the Central Bank and
other Government entities of Argentina’s official financial and economic statistics. Such revisions could reveal that
Argentina’s economic and financial conditions as of any particular date are materially different from those described
in this prospectus. Such differences could impact the interests of bondholders or the ability of Argentina to repay
them.

Argentina’s financial sector remains vulnerable to further shocks, which could threaten the financial
system and lead to significant new government liabilities, adversely affecting the Government’s public finances and
our ability to service our public debt.

The economic crisis in 2001 and 2002 resulted in the withdrawal of a significant amount of deposits from
the Argentine financial system in a short period of time. This precipitated a liquidity crisis, which prompted the
Government to impose exchange controls and transfer restrictions and to require the conversion of dollar deposits
and loans into pesos at asymmetric rates for depositors and financial institutions. Ultimately, many financial
institutions became insolvent. As a result, the Central Bank was forced to provide substantial financial aid to many
banks in our financial sector. Many Argentine financial institutions remain weakened by the effects of the economic
crisis and the Government’s response to it, and depositors’ confidence in the financial system remains fragile.

In the event of a future shock such as the failure of one or more banks or a crisis in depositor confidence,
another run on deposits could result and the Government could reimpose exchange controls or transfer restrictions.
There can be no assurance that the Government would choose to or be able to effectively intervene to prevent a
collapse of the financial system. Any such intervention could lead to substantial unbudgeted liabilities, which could
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undermine the Government’s public finances and have a material adverse effect on both Argentina’s prospects for
economic growth and our ability to service our public debt, including any securities we issue in an exchange offer.

Government assistance to private pension funds may affect Argentina’s ability to service our public debt
and may also affect Argentina’s ability to obtain financing through the sale of debt securities to private pension
Sfunds.

Argentina’s private pension funds currently hold substantial amounts of Government debt in default. The
Government’s ongoing default and a debt restructuring that significantly reduces the amounts payable on its
outstanding debt could significantly reduce the amounts available to Argentina’s private pension funds to make
pension payments. Any Government intervention to offset this decline in private pension fund assets could
adversely affect Argentina’s public finances and our ability to service our public debt. Furthermore, Argentina’s
pension funds have typically been significant purchasers of Government debt. A reduction in pension fund assets, or
in their willingness to purchase Government debt, could adversely affect our ability to obtain domestic financing
through the sale of debt securities to such pension funds.

Argentina’s private sector remains significantly burdened by the impact of the recent economic crisis,
which could have a material adverse effect on Argentina’s economic growth and our ability to service our public
debt.

During the height of Argentina’s economic crisis during the first half of 2002, political and economic
uncertainty and the Government’s emergency economic measures lead to the virtual paralysis of private sector
activity. Since that time many companies have ceased operations or filed some form of bankruptcy or
reorganization proceeding. The recovery of the private sector is predicated in part on economic growth and in part
on the ability of many private sector companies to restructure their own defaulted debt obligations with domestic
and international creditors and gain access to financing. If the private sector fails to recover fully, Argentina’s
economic growth could be adversely affected, unemployment could increase, and the Government could be forced
to incur additional expenses associated with maintaining the stability of certain sectors of the economy, jeopardizing
Argentina’s public finances and our ability to service our public debt, including any new securities we issue in an
exchange offer.

Argentina may not be able to attract foreign investment in the future and our economy and prospects may
be adversely affected.

Argentina’s recent social and economic instability, the Government’s emergency measures to address the
instability and security concerns relating to an increase in crime (including the recent activities of organized
picketers, or “piqueteros’) have made many foreign investors unwilling to invest in Argentina. Foreign investment
is conducive in many respects to our economic recovery and future economic growth. Our continuing inability to
attract foreign investment may have an adverse effect on our economy and prospects.

The Government’s finances and its ability to service its debt could be materially and adversely affected by
a default on the part of the provinces on obligations they owe to the Government.

Argentina’s provinces have incurred certain obligations towards the Government in connection with the
restructuring of their obligations, the redemption of quasi-currency bonds, multilateral loans and other transactions.
A default by the provinces on these obligations could have a material adverse effect on our finances and our ability
to service our public debt, including any new securities we issue in an exchange offer.

In the event of another economic crisis, the Government could reimpose exchange controls and transfer
restrictions, which could have a material adverse effect on Argentine private sector economic activity.

During 2002 the Central Bank imposed exchange controls and transfer restrictions substantially limiting the
ability of Argentine firms to retain foreign currency earnings or make foreign currency payments on debt,
contributing to widespread defaults by Argentine firms on their foreign currency debt and adversely affecting
Argentina’s economic growth. Although these restrictions have since been substantially eased or eliminated, there
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can be no assurance that in the event of renewed capital flight or a significant depreciation of the peso the
Government will not reimpose exchange controls and/or transfer restrictions, which could have a material adverse
effect on private sector activity and Argentina’s economic growth and our ability to service our public debt,
including any new securities we issue in an exchange offer.

Argentina’s energy crisis could have a material adverse impact on Argentina’s economic growth and,
ultimately, on our ability to service our public debt.

While previously a net exporter of energy, Argentina has since the first quarter of 2004 been experiencing
energy shortages and power outages due to decreased capital investment and a drought, resulting in insufficient
transportation and production capacity to meet growing demand. As a result, Argentina has in recent months
significantly increased its energy imports from neighboring countries. However, political tensions with and among
some countries from which Argentina imports energy and to which Argentina exports energy, most notably Bolivia
and Chile, could jeopardize the continued availability of these supplies in the future. More generally, Argentina’s
new reliance on imported energy has increased the vulnerability of Argentina’s economy to regional political or
economic shocks that could limit the supply of energy available. If Argentina is unable to resolve the impediments
to increased energy production or find reliable, adequate and cost-effective sources of energy elsewhere, the energy
crisis could have a material adverse effect on Argentina’s economic growth, which could adversely affect our ability
to service our public debt, including any new securities we issue in an exchange offer.

Argentina is likely to depend on the IMF and other multilateral lending as its main source of foreign
capital in the near- to medium-term; consequently, if Argentina fails to meet the performance criteria under its IMF
program or the IMF otherwise decreases its lending to Argentina, Argentina’s limited access to foreign capital
could be curtailed, which could have a material adverse effect on Argentina’s economic prospects.

At present, Argentina lacks access to financing from private international capital markets and other private
sources. This lack of access to private financing may continue for a number of years. The IMF and other
international financial institutions such as the World Bank and the Inter-American Development Bank have
continued to make loans to Argentina. Consequently, until Argentina regains access to the international private
capital markets, official multilateral sources such as the IMF will likely remain Argentina’s chief source of foreign
capital.

Further disbursements under Argentina’s IMF standby program will require it to meet certain performance
criteria, including both quantitative performance criteria such as fiscal targets, limits on the expansion of domestic
credit and the accumulation of new debt, and qualitative performance criteria designed to assess structural reforms
of the financial system and the public sector. (See “Public Sector Debt—Debt Owed to Official Institutions—
International Monetary Fund”). While Argentina has satisfied some of these criteria, such as primary fiscal surplus
targets for 2002 and 2003, the implementation of tax reform measures to reduce tax evasion, the lifting of certain
emergency banking restrictions, and the redemption of quasi-currency bonds issued by the Government and the
provinces, Argentina will need to implement additional measures to meet other performance criteria. These include
achieving primary fiscal targets for 2004, progress in the negotiation of utility contracts, improvements to customs
administration and social security collection, progress in the restructuring of Argentina’s public indebtedness, and
the adoption of reforms to the revenue-sharing arrangement with the provinces. For a discussion of the performance
criteria associated with the latest IMF programs see “Public Sector Debt—Debt Owed to Official Institutions—
International Monetary Fund.”

Since December 2001, Argentina has at times engaged in lengthy negotiations with the IMF and other
multilateral institutions and has faced various suspensions of scheduled disbursements and incurred brief payment
delays. In August 2004, the IMF announced a delay of its quarterly review of Argentina’s compliance with the
conditions of the September 2003 stand-by agreement, effectively delaying the disbursement of U.S.$728 million to
Argentina under the agreement, in order to further assess the Government’s compliance with required structural
reforms and its progress in the renegotiation of utility contracts and in the debt restructuring process. The
Government subsequently announced that it would postpone further negotiations with the IMF through December
31, 2004 (and, consequently, forego additional IMF disbursements totaling U.S.$1.8 billion prior to that date), in
order to concentrate on the restructuring of its defaulted debt.
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If the IMF determines that Argentina has not met the performance criteria under its standby program (and
such criteria are not amended or waived by the IMF), the IMF may withhold disbursement under this program
indefinitely. This suspension of IMF disbursements could also interfere with the Government’s continued ability to
obtain financing from other multilateral financial institutions. In addition, the Government’s efforts to comply with
the IMF’s performance criteria could reduce the Government’s flexibility in setting macro-economic policy. There
can be no assurance that future disbursements to Argentina from multilateral financial institutions will not be further
disrupted by policy disputes or payment difficulties or by the financial institutions’ decision to curtail lending to
Argentina for any other reason. The loss or limitation of official sector financing could adversely affect Argentina’s
economic growth and public finances and our ability to service our public debt, including any new securities we
issue in an exchange offer.

Social and Political Risks

The recent economic and financial crisis produced significant social and political tensions, which could
worsen in the event of another shock and have a material adverse effect on Argentina’s economic growth and our
ability to service our public debt.

During the height of its recent economic crisis, Argentina experienced significant social and political
turmoil, evidenced by street demonstrations, strikes, increased rates of crime and the rapid succession of four interim
administrations between President De la Rua’s resignation in December 2001 and President Duhalde’s appointment
in January 2002. Despite the beginning of an economic recovery, these increased social and political tensions
continue and are exacerbated by high levels of poverty and unemployment. Pigueteros continue to employ street
demonstrations and other disruptive tactics to oppose Government policies. In addition, the lack of any clear
political consensus in favor of a particular set of economic policies has also given rise to, and may perpetuate,
significant uncertainties about our economic and political future. There can be no assurance that the significant
domestic instability evident during 2001 and 2002 will not reemerge in response to an internal or external shock.
Such instability could have a material adverse effect on Argentina’s economic growth and our ability to service our
public debt, including any new securities we issue in an exchange offer.

Measures to implement economic reforms, including those called for under Argentina’s IMF program, may
not be successful and, regardless of their success or failure, may be unpopular and prompt further social and
political unrest, which could have a material adverse effect on Argentina’s economic growth.

The economic challenges facing Argentina and the terms of its IMF program may require the Government
to adopt unpopular economic reforms and austerity measures. If adopted, such policies could prompt renewed social
and political unrest. Such social or political instability may prevent the successful implementation of reforms
required by the IMF program and could have a material adverse effect on Argentina’s economic growth and the
market price of new securities we issue in an exchange offer. We offer no assurances of the success of measures
that the Government has implemented thus far or that it may implement in the future.

Domestic social and political dynamics could make it politically difficult for the Government to pursue
economic reforms and service Argentina’s public debt.

Argentina’s economic crisis provoked a domestic backlash against Argentina’s foreign creditors, including
the IMF and other multilateral financial institutions. As a consequence, proposals to reduce public expenditures or
adopt other austerity measures in order to make funds available to pay foreign creditors — even creditors that have
agreed to substantially reduce their debt claims as part of a restructuring — may be politically unpopular. The
existence of a significant opposition faction within President Kirchner’s Peronist party, combined with the political
power of opposing parties, may create hurdles for the Kirchner administration in implementing economic reforms.
There can be no assurance that the Congress will approve any of the economic measures proposed by the Kirchner
administration. Furthermore, the Government may not be able to fulfill any commitments it makes to creditors,
possibly including creditors that agreed to restructure their debt claims by participating in an exchange offer, if
significant political opposition to such commitments subsequently arises.
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Litigation

Argentina’s default on its public external indebtedness has prompted creditors to file a number of lawsuits,
thus far in three countries, some of which have resulted in judgments against Argentina, and the possibility of
continued litigation and additional judgments could have a material adverse impact on Argentina’s public finances
and our ability to service our public debt.

Bondholders have initiated numerous lawsuits against Argentina in the United States, Italy and Germany
based on the Government’s default on its public debt obligations (See “Public Debt—Legal Proceedings”). In the
United States, approximately 39 suits, including one suit certified as a class action and 14 suits purporting to be class
actions, have been filed since March 2002, and judgment has been entered against the Government in seven cases in
a total amount of approximately U.S.$740 million. In Italy the total amount claimed in bondholder proceedings
against the government is €64 million plus interest, while in Germany the total amount claimed is €58 million plus
interest. We can give no assurance that further litigation will not result in even more substantial judgments granted
against the Government. Present or future litigation could result in the attachment or injunction of assets of
Argentina that the Government intends for other uses, and could have a material adverse effect on public finances
and on the market price of new securities we issue in an exchange offer.

Legal challenges to Argentina’s pesification could have a material adverse effect on Argentina’s public
finances and our ability to service our public debt.

In January 2002 the Government ordered the “pesification” of the economy, including the conversion of
U.S. dollar-denominated debts owed to banks and financial institutions and U.S. dollar-denominated deposits owed
by banks to depositors into pesos at different exchange rates, with depositors entitled to receive a greater amount of
pesos per dollar. Numerous cases were brought challenging the constitutionality of this pesification by both banks
and depositors. On March 5, 2003 Argentina’s Supreme Court held the Government’s conversion of U.S. dollar-
denominated deposits into pesos unconstitutional in the case of deposits of the province of San Luis with Banco de
la Nacion Argentina. On October 26, 2004, however, the Supreme Court upheld the constitutionality of the
pesification in a separate case brought by a private depositor against the financial institution where the deposit was
held. These decisions, however, are binding only on the parties involved in the controversy and have no effect on
other litigants. Accordingly, we can offer no assurance as to the outcome of other cases challenging the
pesification. Any reversal of pesification could create substantial new liabilities of the Government to one or more
of the banking institutions, depositors, insurance companies, pension funds or other participants in the financial
system. Such a liability could have a material adverse effect on Argentina’s public finances and adversely affect our
ability to service our public debt, including any new securities we issue in an exchange offer.

Arbitration proceedings under bilateral investment treaties could have a material adverse effect on our
finances and our ability to service our debt.

Several arbitration proceedings have been brought against Argentina before the International Centre for the
Settlement of Investment Disputes (ICSID) challenging some of the emergency measures adopted by the
Government in 2001 and 2002 and seeking compensation for damages. These proceedings have been brought
primarily by foreign investors in a number of privatized entities under various bilateral investment treaties. We can
offer no assurance that the Government will prevail in these claims. Rulings against the Government in these
proceedings could have a material adverse effect on our finances and our ability to service our public debt, including
any new securities we issue in an exchange offer.
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THE REPUBLIC OF ARGENTINA
Territory and Population

The Republic of Argentina consists of 23 provinces and the City of Buenos Aires. Located in the
southeastern region of South America, Argentina is the second largest country in Latin America in terms of territory,
covering approximately 3.8 million square kilometers (1.5 million square miles), including territorial claims in the
Antarctic region (covering approximately 970,000 square kilometers) and to certain south Atlantic islands (covering
approximately 5,000 square kilometers).

The most densely inhabited areas and the main agricultural regions of the country are located on the wide
temperate belt that stretches across central Argentina. The country’s population as of 2001, the year of the most
recent census, was an estimated 36.6 million. According to provisional figures, as of 2001, approximately
11.5 million people lived in the greater Buenos Aires area. Three other provinces—Cdrdoba, Mendoza and Santa
Fe—each had urban populations of over 1,000,000. During the period from 1991 to 2001 (the last period for which
figures are available), Argentina’s population grew at an average annual rate of 1.1%. Approximately 77% of the
population lives in urban areas, and approximately 97% is literate.

Prior to 2002, the International Bank for Reconstruction and Development, or the World Bank, and other
international organizations classified Argentina as a middle-income developing country. The table below sets forth
comparative gross national income or GNI figures and selected other comparative statistics using 2002 data (the
most recent year for which this comparative information is available). See “The Argentine Economy—Poverty and
Income Distribution.”

United
Argentina Brazil Chile Colombia Mexico Peru States
Per capita GNI" ........cooovninne. U.S.84,220 U.S.$2,830 U.S.$4,250 U.S.$1,820 U.S.$5,920 U.S.$2,020 U.S.$35,400
Life expectancy (in years)................ 74 69 76 72 74 70 77
Infant mortality (% of live births).... 1.6% 3.3% 1.0% 1.9% 2.4% 3.0% 0.7%
Adult literacy rate (% of
population age 15 or older) ...... 97% 87% 96% 929%, 91% 86% n/a

(1) Calculated using the World Bank Atlas method.
Source: 2004 World Bank World Development Indicators, except as otherwise indicated.

Government

The Argentine Constitution, first adopted in 1853, provides for a tripartite system of government divided
into an executive branch headed by the President, a legislative branch consisting of a bicameral Congress and a
judicial branch headed by the Supreme Court of Justice. The Constitution was last amended in 1994. Each province
has its own constitution and the people of each province elect a governor and legislators who are independent from
the federal government. The federal government may directly intervene in the administration of the provincial
governments in certain emergency situations, including, among others, to secure the republican form of government
and in the case of foreign invasions. Congress in 2004 approved the Government’s intervention in the
administration of the province of Santiago del Estero to protect civil liberties under the Constitution, which the
provincial government was not adequately protecting, and to ensure the proper separation of powers.

Executive Branch

The President and Vice President are directly elected for a four-year term, and may serve for a maximum of
two consecutive terms. The President oversees the administration of the country and has the power to veto laws in
whole or in part. Congress may override a presidential veto by a two-thirds majority vote in each chamber. The
Jefatura del Gabinete de Ministros (the Chief of the Cabinet of Ministers) is responsible for the administration of
the country and prepares the Government’s annual budget, which is subject to presidential and congressional
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approval. The President chooses the Chief of the Cabinet of Ministers, who may be removed by an absolute
majority vote of both houses of Congress.

Congress
The Congress is composed of the Senate and the Chamber of Deputies.

The Senate. There are a total of 72 senate seats: three from each province and three from the City of Buenos
Aires (each a district). Of the three senators from each district, two represent the party receiving the most votes in
that district, and the third represents the party receiving the second most votes. Senators are elected by popular vote
to serve for six-year terms. Elections are held for one-third of the senate seats every two years.

In October 2001, elections were held for all senate seats. This was the final step in the transition to the new
electoral regime adopted under the 1994 constitutional amendments. As determined by lottery, one-third of the
senators elected in 2001 served two-year terms, one-third are serving four-year terms and one-third are serving six-
year terms. All senators elected after 2001 are to serve for six-year terms. Between August 24 and November 23,
2003, elections were held for one-third of the senate seats.

The Chamber of Deputies. The Chamber of Deputies consists of 257 seats, which are allocated in
proportion to each district’s population. Deputies are elected by popular vote to serve for four-year terms. Elections
for half of the seats are held every two years. The last elections for seats in the Chamber of Deputies were held in
2003.

Judicial System

The judicial system is composed of federal and provincial trial courts, courts of appeal and the Supreme
Court of Justice. The Consejo de la Magistratura, or the Council of Magistrates, an entity comprising an
independent panel of lawyers, representatives of the judiciary, certain legislators, a representative of the executive
branch and academics, oversees the administration of the judicial branch, the initiation of impeachment proceedings
against judges other than Supreme Court justices and the selection of judges. The Jurado de Enjuiciamento, or the
Jury of Prosecution, decides trials of judges for removal initiated by the Council of Magistrates. The President
appoints the nine justices of the Supreme Court of Justice and all federal court judges from a list of
recommendations provided by the Council of Magistrates. The nine justices of the Supreme Court and all federal
court justices are appointed for life. All judicial appointments must be approved by two-thirds of the Senate.
Pursuant to a decree issued by current President Kirchner, candidates’ identities and certain information regarding
candidates is now made public and the executive branch provides for a period of public comment on each
nomination before it is submitted to the Senate.

In February 2002, a commission of the Chamber of Deputies began consideration of impeachment requests
pending against the nine justices of the Supreme Court of Justice for alleged negligent legal decisions and breach of
duty. In 2002, the Chamber of Deputies voted against these impeachment requests. In June 2003, Congress
initiated impeachment proceedings against three justices based on allegations of breach of duty. Two of these
justices resigned (including then Chief Justice Julio Nazareno) and one was impeached. The impeached justice,
Moliné O’Connor, is currently challenging the impeachment. All of these vacancies have been filled. On
September 1, 2004, an additional justice, Adolfo Roberto Vazquez, resigned after an impeachment proceeding was
instituted against him. Supreme Court Justice nominee Ricardo Lorenzetti is slated to replace Justice Vazquez on
the Supreme Court. The Senate approved Mr. Lorenzetti’s nomination on December 16, 2004. Mr. Lorenzetti is
scheduled to join the Court on December 22, 2004, pending the issuance of a confirmation decree by the President.
On December 16, 2004, the Chamber of Deputies approved Supreme Court Justice Antonio Boggiano’s
impeachment proceedings. A vote by the Senate is scheduled to take place in early 2005. Current Chief Justice
Enrique Petracchi has served as a Supreme Court justice since 1983.
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Recent Political History

Argentina has been under uninterrupted civilian rule since 1983, when the last military government came to
an end due to poor economic management and the loss of a brief war with the United Kingdom over the Malvinas
(Falkland) Islands. Between 1930 and 1983, the military ruled the country for a total of 22 years, as partisan
infighting, economic stagnation and deepening social divisions undermined the development of a more stable
democratic regime. In 1983, Raul Alfonsin was elected President. Since that date, four uprisings by discontented
factions within the military (the most recent in December 1990) have failed to seize power, due to a lack of support
from the public and the military as a whole. In 1989, Raul Alfonsin was succeeded as President by Carlos Menem,
who was re-elected in 1995 to a four-year term following the 1994 constitutional amendments that reduced the
presidential term to four years from six.

After a decade of relative stability and economic prosperity, Argentina faced an unprecedented social,
economic and political crisis in 2001 and 2002. The crisis emanated primarily from the ongoing economic
recession, which began in the fourth quarter of 1998. From 1999 through 2002, Argentina’s economy contracted
significantly and poverty and unemployment reached record levels. The administration of President Fernando De la
Rua, which took office in October 1999, was unable to restore economic growth. During the second half of 2001,
the deepening economic recession increasingly fueled social unrest.

In December 2001, the Government imposed restrictions on the withdrawal of bank deposits to safeguard
the viability of the banking system. These restrictions triggered widespread riots and protests that forced President
De la Rua and his entire cabinet to resign on December 19 and 20, 2001. During the weeks that followed, Argentina
experienced significant political turmoil. On December 23, 2001, Congress appointed Adolfo Rodriguez Saa,
Governor of the Province of San Luis, as President. A week later, however, he resigned, after losing the support of
the public and members of his Peronist Party. On January 1, 2002, Congress elected Eduardo Duhalde, a Peronist
senator defeated by De la Rua in the 1999 presidential election, to serve as President through the end of 2003. The
appointments of both Rodriguez Saa and Eduardo Duhalde were made in accordance with the Constitution.

President Duhalde called for elections to be held on April 27, 2003, prior to the scheduled expiration of his
term. Carlos Menem, a former president of Argentina, and Néstor Kirchner, the former governor of the province of
Santa Cruz, emerged as the leading candidates. Menem received 24% of the popular vote and Kirchner 22% of the
popular vote. Polls indicated that 74% of the voters favored Kirchner, and in the face of a run-off election required
by the Constitution, Menem withdrew from the race. This left Néstor Kirchner as president-elect and he was sworn
in as President on May 25, 2003. President Kirchner’s current term will expire on December 10, 2007, and the
Constitution requires that Argentina’s next presidential elections take place no sooner than two months prior to that
date.

Political Parties

The two largest political parties in Argentina are the Peronist Party and the Radical Civic Union, which
have broad-based support across the country. In 1997, the Radical Civic Union and Frepaso formed a political
coalition know as Alianza or the Alliance. Former President Fernando De la Ruia was a member of this coalition.
This coalition, however, was dissolved in 2002, in part due to the resignation of De la Rua’s vice president as a
result of bribery allegations.

The following are Argentina’s principal political parties:

o the Partido Justicialista, or Peronist Party, which evolved from former President Juan Perén’s efforts
in the 1940s to expand the role of labor in the political process. The Peronist Party holds 54% of the
senate seats and 45% of the seats in the Chamber of Deputies. President Kirchner is a member of this

party;

e the Union Civica Radical, or Radical Civic Union, founded in 1890;
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o the Frente de Pais Solidario, or Front for a Country in Solidarity (known as Frepaso), founded in 1994
by former members of the Peronist Party and a small socialist party;

e Afirmacion para una Republica Igualitaria, or Affirmation for an Equitable Republic (which we refer
to as “ARI”), founded in 2001; and

e the party Recrear para el Crecimiento, or Rebuild for Growth, founded in 2002 by former Minister of
Defense and former Minister of Economy and Infrastructure during the De la Rta administration,

Ricardo Lopez Murphy.

e In addition, certain political parties of the provinces have a significant representation in the Congress,
including, among others, locally-based parties from Neuquen and Salta.

The following table shows the party composition of the Argentine Chamber of Deputies and Senate

following the elections in the years indicated:

Chamber of Deputies'” Senate®
1997 1999 2001 2003 1995 1998 2001 2003

Party:
Peronist Party 119 101 116 116 40 39 39 41
Alliance® ................. - 125 88 - - - 25 -

Radical Civic Union................ 68 - - 61 22 22 - 19

Frepaso ...c.ccocevevienenicncnee 38 - - 6 1 1 - 37
AR e - - 179 11 - - 1 -
Others™ ... 32 31 36 63 9 9 7 8

Total...ooeeeieieieeeeee 257 257 257 257 2 719 72 719
(1) Composition of the Chamber of Deputies as of December 10 of each year indicated, when the deputies elected during such year took office.
(2) Composition of the Senate as of December 31 of each year indicated.
(3) In the elections for members of the Chamber of Deputies that took place between 1999 and 2002, members of the Radical Civic Union and

Q)]
(%)
(6)

()]
(®)

Frepaso ran as Alliance candidates. The Alliance was dissolved in 2002 and, consequently, candidates of the Radical Civic Union and
Frepaso now run as members of their respective political parties.

Eleven Alliance deputies shifted to ARI in 2001.

In each of 1998 and 2003, the failure of the Senate to ratify the election of one senator led to the total of 71 rather than 72 senators.
Includes two senators who ran for office as part of the Radical Civic Union, but since declared themselves independent, and two senators
belonging to a separate provincial party led by the Radical Civic Union.

Includes one senator from the socialist party and one senator originally from the Frente Grande, which later joined Frepaso.

Includes other registered parties, primarily represented by one legislator each, and certain local political parties of the provinces.

Source: Senate and Chamber of Deputies of Argentina.

Foreign Affairs and International Organizations

Argentina maintains diplomatic relations with a variety of countries and is a member of a variety of

international organizations. Argentina is a charter member of the United Nations, a founding member of the
Organization of American States, and a member of the following international organizations, among others:

e the IMF;

e the World Bank;

e the United Nations;

e the Organization of American States, or OAS;

e the International Finance Corporation, or IFC;
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e the Inter-American Development Bank, or IADB;
e the World Trade Organization, or WTO; and
e the Latin American Integration Association, or ALADI.

Argentina is also a permanent member of the Interim Committee of the IMF, a policy advisory committee.
In October 1997, the United States designated Argentina as a non-North Atlantic Treaty Organization, or non-
NATO ally.

Argentina has entered into bilateral investment treaties, or BITs, with a variety of countries, including the
United States, Canada, Germany, France, Italy, Spain, Switzerland, Sweden and the United Kingdom. These
agreements cover a broad range of topics, including foreign direct investment, trade and tax matters. Several
arbitration proceedings have been brought against the Republic before the International Centre for Settlement of
Investment Disputes, or ICSID, under different bilateral investment treaties. For a discussion of these disputes see
“Public Sector Debt—Legal Proceedings—ICSID Arbitrations.”

Mercosur

One of Argentina’s most notable foreign-policy achievements was the creation of the Mercosur Common
Market in March 1991. In addition to Argentina, Mercosur includes Brazil, Paraguay and Uruguay; Chile and
Bolivia became associate members in 1997.

Mercosur is currently pursuing the following trade discussions with other non-Mercosur countries and other
trade blocks:

e  Mercosur is currently in discussions with the United States on various topics, including development
of the American Free Trade Area or AFTA, electronic commerce, biotechnology, investments,
reciprocal market access, and the position each will take in the next ministerial WTO meeting.
Argentina and the other members of Mercosur have taken a unified stance in the negotiations for the
establishment of the AFTA.

e  Mercosur is currently negotiating separate free trade agreements with Mexico, the Andean Pact nations
(which include Peru, Bolivia, Ecuador, Colombia and Venezuela) and the European Union.

e  Mercosur countries in recent years have maintained an ongoing dialogue with the European Union and
with the United States regarding trade relations.
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THE ARGENTINE ECONOMY
Introduction

From the last quarter of 1998 through the first six months of 2002, Argentina suffered a severe economic
recession. This economic crisis was triggered by a series of external shocks that took place between the last quarter
of 1997 and the fall of 2001, including economic and financial crises in Russia, Asia and Brazil and rising
worldwide interest rates. Domestic structural barriers to economic growth also contributed to the crisis. These
structural barriers included:

e Argentina’s trade and fiscal deficits;

o the rigidity of its monetary system and fixed exchange rate system (known as the Convertibility
regime), which limited the Government’s ability to adapt its monetary policy to stimulate the
economy;

e its excessive reliance on foreign capital; and
e mounting external debt.

Together, these factors resulted in a deep contraction in the economy, a banking and fiscal crisis and capital flight
from the country. From 1998 through 2002, real GDP contracted by a cumulative 18.4%. As of May 31, 2002, the
unemployment rate had reached 21.5% and more than half of the population subsisted below the poverty line.

In late 2001 and the beginning of 2002, capital flight from Argentina and a run on bank deposits brought an
end to the Convertibility regime and forced the Government to impose strict restrictions on bank withdrawals. At
the same time, the Government suspended principal and interest payments on a significant portion of its public debt
due to, among other factors:

o the Government’s declining fiscal revenues;

e its substantial debt and debt service obligations;

e the growing deficit in the public social security system; and

e its diminishing access to the international capital markets and other sources of credit.

Following the collapse of the Convertibility regime, the peso lost significant value, both against foreign
currencies and in terms of domestic purchasing power. In the first six months of 2002, the peso lost approximately
74.2% of its value against the U.S. dollar, reaching a low of U.S.$0.258 per one peso on June 26, 2002. During the
same period, inflation increased at 30.5% as measured by the CPI, and 96.6% as measured by the WPI.

In the third quarter of 2002, Argentina’s economic situation began to stabilize. Although the devaluation of
the peso had several adverse effects and thus contributed to the economic recession, by the fall of 2002 it fueled a
needed adjustment in Argentina’s foreign trade. The cheaper peso made imports more expensive, forcing consumers
to shift their demand from foreign to domestic goods (a process generally referred to as import substitution). The
increase in production resulting from rising domestic demand due to import substitution began to fuel an economic
recovery.

During 2003, the economic recovery broadened and accelerated, as increased production gave rise to higher
employment and wages, which in turn fueled domestic consumption. During 2003, GDP increased 8.7% and by
May 31, 2003, the unemployment rate decreased to 15.6%, as compared to 21.5% at May 31, 2002. Despite this
recovery, the Argentine economy is still facing significant challenges, including widespread poverty, high
unemployment and underemployment, energy shortages, the restructuring of Argentina’s public sector debt, the
stabilization of the financial system and the renegotiation of utility rates, among others.
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The table below highlights certain key economic and financial indicators from 1993 through 2003:
Summary of Key Economic and Financial Data for 1993 through 2003

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003

Inflation™ ............... 74%  39% 1.6% 01% 03% 07% (1.8% (0.7% (1.5% 41.0% 3.7%
GDP Growth.............. 69%  58% (28)% 55% 81% 39% (4% (08)% “4H% (109% 8.7%
Current Account (as
a% of GDP) .......... (B35% (43)% Q0% 25% @2)% @9% @“2)% G2)% (14H% 8.6%  58%
Total Gross Public
Debt? (as a % of
GDP)...ooveeee, 294% 313% 33.8% 35.7% 34.5% 37.6% 43.0% 45.0% 53.8% 129.7%  139.5%

Primary Fiscal
Balance (as a % of
GDP)®...oe. 2.2% 09% 0.6% ((04% 05% 08% 03% 1.0% 05% 07% 2.3%

Overall Fiscal

Balance (as a % of

GDP)..oovveviiies 1.2% 0.0% (0.5% (1.9% (1.5% (14)% A.ND% 24H% (B2)% (1.5% 0.5%
Unemployment rate®  9.9%  10.7% 184% 17.1% 16.1% 132% 14.5% 154% 164% 21.5% 15.6%

Average Nominal
Exchange Rate......... 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 3.07 2.95

(1) Measured by the rate of change in the CPI from prior period.

(2) As of December 31 of each year.

(3) Does not reflect the issuance of Bocones, which the Government uses to pay for certain of its expenditures.
(4) Asof May 31 of each year.

Source: Ministry of Economy.

Economic History
Background

In the late 1800s and early 1900s, Argentina enjoyed a great period of prosperity, with per capita GDP
rising to the level of many Western European countries. During this period of growth, Argentina’s economy relied
heavily on sustained international demand for its agricultural commodity exports.

The onset of the Great Depression and World War II, however, brought dramatic changes in the Argentine
economy, as a drastic decline in world trade deprived the country of its main source of revenue. The Government
responded to these developments through a major shift in economic policy, adopting a model of state-led capitalism
and import substitution. Accordingly, state intervention in the economy became pronounced.

Beginning in the 1940s, the Government nationalized many basic industries and services and raised import
barriers in a bid to make Argentina self-sufficient in industry and agriculture and to shelter its economy from foreign
competition. Government involvement in sectors ranging from oil and electricity to telecommunications and
financial services became significant.

Although in the 1950s a new era of worldwide prosperity began, the Government’s role in the Argentine

economy remained significant and Argentina experienced relatively low growth in comparison with other
developing countries.
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By the mid-1970s, Argentina was self-sufficient in many industries, and although manufacturing had
become the largest component of its economy, its exports continued to be dominated by agricultural products. The
Argentine economy, however, continued to grow at substandard levels.

In 1976, the Government began to shift away from the import-substitution model, lowering import barriers
and liberalizing restrictions on foreign borrowings. Despite this shift in policy, from 1981 through 1990, political
instability, increasing public spending, large subsidies of state-owned enterprises, high inflation, periodic
devaluations of the currency, an inefficient tax collection system, and inefficient production undermined economic
growth. From 1981 through 1990, average annual real GDP growth was -1.0% and the average real exchange rate
was Ps 2.022 per one U.S. dollar. The Government financed its fiscal deficits during this period primarily through
Central Bank credit and loans from foreign bilateral and multilateral creditors. The increase in Central Bank credit
to the Government resulted in unchecked increases of the money supply that led to high levels of inflation. From
1981 through 1990, average annual inflation was 787%. Additionally, increased borrowing by the Government
abroad resulted in a dramatic increase in Argentina’s public sector debt and in 1982 the Government defaulted on its
external debt.

During the 1980s, the Government adopted several economic plans in an effort to stabilize the economy.
While these plans achieved some initial success, they ultimately failed, primarily because the Government was
unable to exercise fiscal discipline. Moreover, the high levels of state intervention in the economy inhibited the
competitiveness of the Argentine economy. These factors, combined with high levels of inflation, frequent changes
in Government policy and financial market instability, prevented the Argentine economy from achieving real
growth.

Liberalization of the Economy

In mid-1989, the Menem administration inherited an economy suffering from hyperinflation and in deep
recession. Relations with external creditors were strained, commercial bank debts had been subjected to two
restructurings and were again accumulating past-due interest, IMF and World Bank programs had lapsed and
payments to the World Bank and the IADB were frequently late. Thus, the immediate objectives of the new
administration were to stabilize prices and improve relations with external creditors.

Following several unsuccessful efforts to stabilize the economy and end hyperinflation, the Menem
administration adopted an economic program that sought to liberalize the economy and impose monetary discipline.
The new economic program, which came to be known as the Convertibility regime, was centered on the
Convertibility Law of 1991 and related measures. Its principal features were the following:

o Fixed exchange rate regime.

—  Congress in 1991 enacted the Convertibility Law, which established a fixed exchange rate regime
modeled on what is generally known as a currency board. The goal of this system was to stabilize
the inflation rate by restraining the Central Bank’s ability to effect changes in the money supply
by issuing additional pesos. This was accomplished by requiring that the monetary base be fully
backed by the Central Bank’s gross international assets, thus pegging the exchange rate between
the peso and the dollar at Ps.1.00 to U.S.$1.00.

—  Through this system, Argentina’s monetary policy was tied to the flow of foreign capital into the
Argentine economy. Without an increase in the Central Bank’s international assets, the monetary

base could not be expanded.

— Related measures also restricted the Central Bank’s ability to provide credit, particularly to the
public sector, and focused its mission on achieving price stability.

e Privatization, deregulation and trade liberalization programs.
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—  During the 1990s, in an effort to improve the competitiveness of the Argentine economy, the
Government removed barriers to foreign investment, deregulated industries and privatized
substantially all of the state-owned enterprises, including the national telephone company, the
national airline, roads, railways, ports, water and electrical utilities, TV broadcasting, steel
companies, the national gas company and the national oil company.

— In 1991, the Government established the Mercosur Common Market with Brazil, Paraguay and
Uruguay, in a bid to foster trade among its member countries. Soon after, Brazil became
Argentina’s main trading partner.

— In 1994, the Government introduced a private social security system intended to gradually replace
the public system.

o Improvement of relations with creditors. In 1992, the Government refinanced a substantial portion of
its external debt through the Brady restructuring and regained access to global capital markets.

The Convertibility regime and the Government’s free-market initiatives temporarily achieved price
stability, increased the efficiency and productivity of the Argentine economy and attracted significant foreign
investment. Real GDP grew 10.6% in 1991 and 9.6% in 1992. From 1993 through 1998, real GDP grew at an
average annual rate of 4%, despite a 3% contraction in 1995 due to the Mexican financial crisis of 1994.

The Convertibility regime, however, had significant disadvantages, including the following:

o Inflexible monetary policy. By stripping the Central Bank of its monetary discretion, the Convertibility
regime limited the Government’s ability to use monetary policy to stimulate the economy to counteract
downturns in economic activity.

e Dependence on foreign capital. Any sharp reduction of foreign capital inflows, often triggered by
factors beyond the Government’s control, threatened untimely contractions of the money supply.
Argentina’s dependence on foreign capital was heightened by the opening of the Argentine economy to
foreign trade, which resulted in significant trade deficits, and by the Government’s recurring fiscal
deficits, which were heavily financed with foreign capital.

o Vulnerability to external shocks. The dependence on foreign capital, coupled with the lifting of state
controls on capital flows, made the Argentine economy vulnerable to external shocks.

e QOver-reliance on certain economic sectors. Because peso-denominated products were relatively
expensive in international markets due to the peso’s peg to the dollar, economic growth during this
period was driven by the services sector, and in particular the financial and public services subsectors,
with production-based manufacturing and industrial sectors lagging behind. In addition, any
contribution from the agricultural sector from increased volume of production was offset by declining
international commodity prices.

e  Rising unemployment. Despite economic growth, the relative slow growth in labor intensive sectors
such as construction and manufacturing increased unemployment levels.

The sustainability of Argentina’s economic growth during the 1990s was also undermined by the
Government’s failure to maintain fiscal discipline. Instead of capitalizing on periods of sustained growth and rising
revenues to balance its budget and pay down its debt, the Government continued to incur overall fiscal deficits. This
resulted primarily from the following factors:

e Lack of political consensus. Throughout most of the 1990s, the Government lacked the political will
and consensus to reduce its public expenditures and to improve tax collection. Thus, its level of
spending kept pace with and in some years exceeded increases in public revenues.

35



o Failure to reform revenue-sharing arrangement with the provinces. The Government’s failure to
achieve a comprehensive reform of its revenue-sharing arrangement with the provinces forced it to
guarantee minimum revenue transfers in exchange for concessions from the provinces necessary to
advance other Government initiatives. While these minimum revenue guarantees were manageable
when fiscal revenues were increasing, they further reduced the Government’s fiscal flexibility during
economic downturns.

o Existing debt service obligations. Despite the debt restructurings of the 1980s and early 1990s, the
Government continued to dedicate significant resources to service its substantial levels of debt.

o Social security deficit. The partial privatization of the social security system in 1994 resulted in a
widening gap between the Government’s social security revenues and its social security outlays.

Thus, while the Government from 1993 through 1998 maintained fiscal deficits not unlike those seen in other
economies, these fiscal deficits forced the Government to incur additional debt and constrained its ability to provide
a fiscal stimulus to the economy during economic downturns. The Government’s inability to set its finances on a
more sustainable course also undermined confidence in Argentina among foreign investors, increasing the
Government’s borrowing costs and threatening the capital inflows on which the country had come to depend.

The Mexican Crisis

The shortcomings of the Convertibility regime became evident during the economic downturn triggered by
the Mexican financial crisis of 1994. The collapse of Mexico’s crawling-peg exchange rate undermined investors’
confidence in emerging markets and raised doubts about the sustainability of the Convertibility regime. This loss of
confidence triggered a sharp reduction in net capital inflows, which turned into net capital outflows in 1995, causing
a liquidity crisis in the Argentine banking system. As a result, Argentina experienced its first economic contraction
since the Convertibility regime had been implemented.

Following the Mexican crisis, external conditions shifted in Argentina’s favor. The U.S. Federal Reserve
Bank reduced U.S. interest rates, which in turn made yields on Argentine debt more appealing to foreign investors.
Additionally, the U.S. dollar, to which the peso was pegged, depreciated and the Brazilian real appreciated,
improving the competitiveness of Argentine products in its export markets. These factors, as well as the strength the
banking sector had gained during the first half of the 1990s, helped avert what could have been a more damaging
Crisis.

Following the Mexican crisis, Argentina’s economy resumed the levels of growth it had registered in the
first half of the 1990s. From 1996 through 1998, GDP increased at an annual average rate of 6%. Nonetheless, the
Government took steps to try to remedy some of the weaknesses of the Convertibility regime. These measures,
which were primarily designed to improve the liquidity of the Argentine financial system at times of crisis, included:

o reforms of bank reserve requirements;

e the elimination of certain barriers that previously restricted foreign investment in the financial sector;
and

o the establishment of credit facilities between the Central Bank and foreign financial institutions, which
enhanced its ability to provide credit during banking crises.

These reforms helped to foster renewed confidence in the banking sector, with total deposits (in pesos and
dollars) steadily increasing from Ps.44.9 billion in 1995 to Ps.79.0 billion in 1998.

The Beginning of the Economic Crisis: 1997-2000
The Government faced a number of new economic challenges beginning in the last quarter of 1997 and

continuing through 2000, due primarily to the following external factors:
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o The Asian financial crisis. The Asian financial crisis in the fourth quarter of 1997 caused a new wave
of decreasing investor confidence in emerging markets. The Argentine economy was initially able to
withstand the consequences of this crisis, including significant declines in stock market values and
widening spreads on the yields of the Government’s securities in the secondary market.

e The Russian financial crisis. Investor confidence in emerging markets further eroded as a result of the
devaluation of the Russian ruble in August 1998. The effects of this shock were more damaging than
those of the Mexican crisis. Foreign capital inflows to emerging market economies declined
dramatically, depriving the Argentine economy of needed capital and resulting in rising interest rates.
As a result, gross investment in the Argentine economy declined 3.1% in the last quarter of 1998,
causing a 0.4% decline in GDP in that quarter as compared to the fourth quarter of 1997.

e The Brazilian financial crisis. The economic situation in Argentina deteriorated significantly after
Brazil, itself beset by the erosion of investor confidence in emerging markets, was forced to devalue its
currency in January 1999. Because Brazil was Argentina’s largest trading partner, its economic
difficulties had a pronounced effect on the Argentine economy. The significant appreciation of the
peso against the Brazilian rea/ made exports from Argentina relatively more expensive in Brazil and
contributed to the 11.8% decline in Argentine exports in 1999. Moreover, coming soon after the
foreign-exchange crises in Mexico, Asia and Russia, the collapse of the real severely undermined
investor confidence in the sustainability of Argentina’s fixed exchange rate regime. The fear of a
devaluation of the peso accelerated the decline in capital inflows to the private sector that had begun
following the Russian crisis and temporarily sent the Government’s borrowing costs soaring.

e Risein U.S. interest rates. Argentina’s economy was also adversely affected by the decision of the
U.S. Federal Reserve Bank in mid-1999 to raise interest rates to slow the Internet-driven economic
boom and ward off inflation. This resulted in higher returns from investment in U.S. assets and tended
to divert foreign capital away from Argentine investments.

e  Falling commodity prices. The decline in international commodity prices in 1998 and 1999,
particularly in the agriculture and industrial sectors, had a negative impact on Argentine exports during
those years. Commodity prices recovered somewhat in 2000.

The Government in the late 1990s lacked adequate monetary or fiscal tools to counter the decline in
economic activity. Additionally, the Government tried to regain investor confidence by raising taxes and reducing
public expenditures in a failed bid to balance its budget.

The tax increases, however, further undermined economic activity and ultimately yielded the Government
little benefit, as the prolonged recession eventually erased any revenue gains. Similarly, while the Government was
eventually able to achieve some reductions in its expenditures, these efforts ultimately had little impact on the
Government’s overall fiscal deficit, as interest payments on the Government’s debt continued to surge, outweighing
any decreases in other expenditures. Moreover, the austerity measures provoked political turmoil that added to the
economic uncertainty.

Argentina also experienced deflation from 1998 through 2001, with the CPI and WPI decreasing by a total
of 3.1% and 1.9% in those years, respectively. Price deflation tended to aggravate the economic downturn, as it
tended to discourage consumption and put negative pressure on wages.

A Brief Respite From the Sharp Economic Decline: 2000 — first quarter of 2001

In 2000 and the first quarter of 2001, the following factors slowed Argentina’s economic decline:

e  During 2000, Brazil’s economy recovered, restoring demand for Argentina’s exports.

e In December 2000, the Government secured a U.S.$39.7 billion rescue package from a broad group of
lenders led by the IMF.
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o In the first quarter of 2001, the U.S. Federal Reserve Board signaled that it would begin to lower
interest rates in response to the collapse of the Internet “bubble.”

These factors briefly reduced investor anxiety and stabilized capital outflows and the Government’s borrowing
costs. In 2000, Argentina’s GDP decreased by only 0.8%, compared to a 3.4% decline in 1999.

The Deepening Crisis: 2001

Beginning in the second quarter of 2001 economic conditions deteriorated significantly, due primarily to
the following factors:

o The effect of the Convertibility regime on the level of liquidity. Starting in 2000, as net capital inflows
continued to decrease, the amount of capital entering the Argentine economy was no longer sufficient
to offset Argentina’s continuing trade deficit. As a result, more money was leaving the Argentine
economy than was coming in, putting downward pressure on the peso. To maintain the peso’s parity
with the U.S. dollar as required by the Convertibility Law, the Central Bank was thus forced to sell
dollars in exchange for pesos, contracting the monetary base and reducing its international reserves by
U.S.$376 million in 2000 (the first loss of reserves since the Mexican financial crisis) and by U.S.$486
million in 2001. This contraction of the monetary base raised interest rates and reduced the level of
liquidity in the middle of a recession, thus worsening the economic downturn.

e  External factors. The collapse of yet another exchange rate regime, this time in Turkey in February
2001, combined with recessionary conditions worldwide, again fueled speculation that the peso was
headed towards a devaluation. Recessionary conditions worldwide also had a negative effect on
demand for Argentine exports.

e  Political turmoil. The deepening economic crisis and the Government’s inability to present clear
solutions stoked political turmoil in Argentina that further undermined investor confidence in
Argentina.

o [ncreased cost of borrowing. As the Government was continually unable to reduce its fiscal deficits,
its need to turn to the international markets to cover its fiscal deficit increased during a time when
borrowing costs were rising dramatically, due to decreasing investor confidence in Argentine
investments.

To address the deepening crisis, beginning in 2001 the Government adopted the following measures:

e Measures to increase exports. The Government implemented a new trade adjustment mechanism
known as the convergence factor, which placed a tariff on imports and provided reimbursements to
exporters based on the difference in value between the dollar and the Euro. These tariffs and
reimbursements were designed to offset the lack of competitiveness of Argentine exports due to the
relatively high value of the U.S. dollar at that time.

o Changes to the Convertibility regime. The Government announced changes to the Convertibility
regime pursuant to which if and when the Euro and the U.S. dollar reached value parity, the peso
would be pegged to a 50/50 basket of these two currencies and not just to the U.S. dollar.

e Targeted tax relief. In an effort to improve economic activity while maintaining fiscal revenues at
existing levels, the Government began to provide targeted tax relief to key sectors of the economy.

o Austerity measures. To reduce its fiscal deficit, the Government introduced a new tax on financial

transactions and adopted the Zero-Deficit Law, which required the Government to adjust its
expenditures to ensure overall annual fiscal balances.
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e Measures to increase the Government’s short-term liquidity. To address its short-term liquidity
problems, the Government carried out a major voluntary exchange (known as the “Mega Exchange”)
of existing Government bonds for new bonds with longer maturities. It also obtained from the IMF an
additional U.S.$8.0 billion increase in Argentina’s existing credit facility.

e Measures to improve confidence in the financial system. In 2001 the Government passed the Ley de
Intangibilidad de los Depdsitos, pursuant to which the Government was prevented from expropriating
any deposits in banks.

The Government’s goal was to stimulate key sectors of the economy and boost exports without further
undermining the Government’s finances. Ultimately, however, most of the Government’s initiatives yielded little
benefit:

e  The trade adjustment mechanism was ineffective in increasing exports and the announced changes to
the Convertibility regime were widely perceived as a prelude to a devaluation of the peso, which
further undermined investors’ confidence and once again sent yields on the Government’s securities
soaring.

e The new tax on financial transactions failed to offset the significant decrease in fiscal revenues caused
by the continued decline in economic activity. The spending cuts, on the other hand, tended to
aggravate the economic downturn by reducing aggregate demand. Moreover, these fiscal measures
failed to address the structural factors that were undermining the Government’s finances, namely, the
growing deficit of the public social security system, mounting public debt and the inflexible revenue-
sharing arrangement with the provinces.

o The Mega Exchange and the latest IMF aid package provided only temporary relief and failed to
contain the surge in the Government’s borrowing costs. Accordingly, the Government’s interest
expenses continued to spiral out of control.

Additionally, as a result of Government cuts in revenue transfers to the provinces as part of the Zero-
Deficit Law, many provinces issued provincial bonds that came to be known as “quasi-currencies” in order to cover
their expenses.

The Collapse of the Convertibility Regime

In the second half of 2001, the growing perception that a devaluation of the peso was imminent triggered a
massive run on bank deposits and a significant acceleration of capital flight from the Argentine economy. Total
deposits in the Argentine banking system fell by 20.6% in the second half of 2001 and the Central Bank’s
international reserves fell by 14.6%.

In a last bid to safeguard the Convertibility regime and avert the collapse of the banking sector, the
Government in December 2001 imposed strict per-person per-month limits on bank withdrawals (known as the
corralito) — effectively limiting the ability of depositors to withdraw approximately U.S.$60 billion in peso and
dollar demand deposits from the financial system. It also imposed strict limits on certain foreign exchange
transactions in Argentina. Shortly thereafter, the Government announced that it would defer interest and principal
payments on a substantial portion of the Government’s debt.

The restrictions on bank withdrawals triggered massive social unrest that brought down the De la Rua
administration and triggered a political crisis that culminated with the accession of Mr. Eduardo Duhalde to the
presidency. In January 2002, Congress passed the Public Emergency and Reform Law of 2002, which abolished the
parity between the peso and the U.S. dollar and brought to an end the Convertibility regime. Congress granted the
Government authority to establish the exchange rate.
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The Policies of the Duhalde Administration

Under the Duhalde administration, the Government implemented several measures to restore economic and
financial stability, including the following:

o itallowed the value of the peso to float against other currencies, eliminating the dual exchange rate
system adopted immediately following the end of the Convertibility regime;

e it ordered the conversion into pesos of certain foreign-currency denominated, Argentine law-governed
debts to financial institutions and utility contracts at a rate of Ps.1.00 per U.S.$1.00, and of all foreign-
currency denominated deposits at a rate of Ps.1.40 per U.S.$1.00; the resulting peso-denominated
obligations were subject to adjustments for inflation;

e it imposed further restrictions on bank withdrawals known as the corralon, which effectively froze and
rescheduled all term deposits;

e itentered into a new temporary revenue-sharing agreement with the provinces that eliminated the
minimum revenue transfers required under previous agreements, thus reverting to a percentage-based
revenue sharing system;

e itintroduced a series of export taxes on various products in an effort to improve the Government’s tax
revenues; and

e itintroduced a series of measures to increase the Central Bank’s ability to manage the level of liquidity
of the economy and stimulate economic growth through monetary policies. These measures include

the following:

— it amended the Central Bank’s charter to loosen the restrictions on its ability to provide credit to
the Government and the private sector, and

— it introduced a new type of financial instrument known as a LEBAC to absorb excess liquidity in
the monetary base.

In 2002 the Central Bank introduced a number of restrictions on foreign exchange transactions, including:

e limits on the amount of U.S. dollars that could be held per month in bank accounts,

e limits on transfers of foreign currency outside of Argentina, and

e restrictions on foreign trade transactions.

In addition, the Government amended the bankruptcy law to provide companies the option of restructuring
their obligations through an acuerdo preventivo extrajudicial, a pre-packaged out-of-court restructuring arrangement
that requires certain majority creditor approvals and must be formally approved by the courts. This option provides
greater flexibility to insolvent private companies. The Government also passed a law preventing certain
broadcasting and media companies from being purchased by non-Argentines.

The First Six Months of 2002

The economic crisis peaked during the first half of 2002. The end of the Convertibility regime, pesification

of certain contracts, and the restrictions on bank withdrawals and foreign exchange transactions had a devastating
effect on the Argentine economy and brought tremendous hardship on the Argentine people:
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e During the first six months of 2002, GDP contracted by 6.7% and as of May 31, 2002, the
unemployment rate had increased to 21.5%, and more than 53% of the population was living below the
poverty line.

e Asof June 26, 2002, the peso had devalued by approximately 74.2% to U.S.$0.258 per one peso. This
sharp devaluation caused a significant rise in the price of imports, which in turn triggered a significant
increase in inflation, but also resulted in an increase in demand for domestic goods. By the end of June
2002, the inflation rate for six months had reached 30.5% as measured by the CPI and 96.6% as
measured by the WPIL.

e  During the first six months of 2002, the Central Bank’s international reserves dropped by 50% to
U.S.$9.6 billion, as the Central Bank struggled to support the financial system and manage the decline
in the value of the peso.

e Limitations on withdrawals from bank accounts constrained domestic consumption, and depositors in
many cases began to file lawsuits against the Government challenging these restrictions.

e Because of the asymmetric conversion of loans and deposits, but also due to the increase in banks’ bad
loan portfolios and the decline in value of bank holdings of Government debt, much of the financial
sector was left virtually insolvent. This significantly limited the availability of credit.

e As aresult of the suspension of debt payments, the Government and much of Argentina’s private
sector had no access to the international capital markets, which increased the negative effects of the
lack of domestic credit and drove many private borrowers, unable to pay dollar-denominated debt
obligations, to default on those obligations.

e  Due to the Government’s inability to meet the performance measures and targets it had agreed upon,
during the first six months of 2002 the IMF withheld U.S.$740 million of disbursements scheduled
under its existing program (although it did agree to extend the due date on several payments due from
the Government).

The Beginning of the Economic Recovery

Argentina’s economic situation began to stabilize during the second half of 2002, principally as a result of
the following factors:

o Adjustments in Argentina’s foreign trade. While the devaluation of the peso had significant adverse
consequences, it did permit a needed adjustment in Argentina’s current account, which in turn fostered
a reactivation of domestic production. The sharp decline in the peso’s value against foreign currencies
together with a decline in production costs in U.S. dollar terms made Argentine products relatively
inexpensive in the country’s export markets. At the same time, the costs of imported goods increased
significantly due to the devaluation of the peso, forcing Argentine consumers to substitute their
purchase of foreign goods with domestic products and substantially boosting domestic demand for
domestic products.

e Expansionary monetary policy. Through various policy instruments, such as temporary advances from
the Central Bank to the Government, collateralized loans in the form of rediscounts provided to banks
by the Central Bank and guaranteed by the Government and other monetary policy tools, the
Government was able to exercise more control over the financial system and the money supply. In
addition, through the sale of a new short-term financial instrument known as LEBAC, the Central Bank
was able to absorb excess liquidity in the monetary base.

By the middle of 2002, the adjustment in the current account had created the conditions for a stabilization
of the peso. As the domestic currency stabilized, inflationary pressures declined. This, combined with the
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expansion of the monetary base, permitted a gradual stabilization of interest rates, which had sharply increased
following the end of the Convertibility regime.

During the second half of 2002, GDP increased 16%, as compared to the second half of 2001, and
Argentina registered a U.S.$17.2 billion surplus in its current account. As of December 31, 2002:

the peso had appreciated to Ps.3.36 per dollar, compared to a low of Ps.3.87 on June 26, 2002;

inflation, as measured by the CPI, was 8.0% for the six month period ended December 31, 2002,
compared to 30.5% for the six-month period ended June 30, 2002. For the year 2002, inflation, as
measured by the CPI and WPI, was 41.0% and 118%, respectively, which, although significant, was
relatively low in comparison to the more than 300% devaluation in the value of the peso during that
year; and

the Central Bank’s international reserves had increased to U.S.$10.5 billion, from U.S.$9.6 billion on
June 30, 2002.

The improved economic conditions, in particular the reduction in capital flight from the Argentine
economy, allowed the Government to begin lifting restrictions on bank withdrawals in November 2002.

Despite the improvement in economic conditions during the second half of 2002, overall GDP declined
10.9% for the year.

The Economic Policies of the Kirchner Administration

Néstor Kirchner became president of Argentina on May 25, 2003. The overall goal of the administration is
to achieve sustainable growth through structural reforms, while maintaining a focus on ameliorating poverty and
social inequities, which were exacerbated as a result of the 2001-2003 recession. To achieve this, the Kirchner
administration has presented a medium-term policy program for the period through 2006. The main goals of the
administration’s program are as follows:

to increase growth and solidify price stability through macroeconomic policy;
to increase spending on social programs and investments in public infrastructure;

to restructure Argentina’s public debt and to achieve fiscal discipline at the federal and provincial
levels with the goal of achieving sustainable debt service obligations;

to implement tax reform measures designed to deter widespread tax evasion;

to reform the social security system;

to reach a sustainable revenue-sharing agreement with the provinces;

to increase lending by strengthening the stability of the financial system, phasing out of certain bank
regulations implemented during the economic crisis and conducting audits and strategic reviews of the

leading public banks to ensure their efficiency;

to increase the Central Bank’s independence, while increasing its accountability in the supervision of
the financial sector;

to implement an inflation-targeting monetary system; and
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e  to attract private sector investment by creating a predictable and efficient legal framework to
restructure corporate debts.

2003

The economic recovery that began in the second half of 2002 continued during 2003, with GDP increasing
by 8.7% during that year.

In 2003, the increased production and investment resulting from export growth and import substitution led
to lower unemployment and an increase in wages. This, in turn, led to an increase in the level of domestic
consumption, strengthening the economic recovery. The economic recovery also fostered renewed confidence in the
Argentine economy as evidenced by the rise in the value of the peso, which appreciated 4.0% during the year, and a
24% rise in total bank deposits. Nevertheless, the absolute level of bank deposits remained low, at 24.7% of GDP.

The renewed confidence in the peso and the banking sector allowed the Government to lift restrictions on
withdrawals of bank deposits and certain exchange rate controls and to redeem the quasi-currencies that had been
issued by provinces during the economic crisis to finance their operations.

2004

The economic expansion continued during the first nine months of 2004. Preliminary figures indicate that
GDP increased 11.3% , 7.0% and 8.3% during the first, second and third quarters of this year, respectively, in each
case compared against the same periods of 2003. This increase in GDP reflected greater domestic consumption and
gross investment, continuing the trends that began in 2003. Construction and manufacturing were the principal
drivers for economic growth during this period. Despite the continued economic expansion, the unemployment rate
increased during the first half of the year, from 14.5% as of December 31, 2003, to 14.8% as of June 30, 2004. The
unemployment rate, however, decreased to 13.2% by September 30, 2004. The underemployment rate also
decreased from 16.3% as of December 31, 2003, to 15.2% as of September 30, 2004.

The peso remained relatively stable during the first 11 months of 2004, with the exchange rate per one U.S.
dollar increasing from Ps.2.93 as of December 31, 2003 to Ps.2.95 as of November 30, 2004. During this period the
Central Bank conducted significant purchases of foreign currencies in the foreign exchange market, increasing its
international reserves to U.S.$18.9 billion as of November 30, 2004, an increase of 34.2% from the level as of
December 31, 2003.

During the first six months of 2004, Argentina registered net capital inflows for the first time since 2000,
resulting in a surplus in the country’s capital account of U.S.$1.6 billion, as compared to a U.S.$2.2 billion deficit
during the first six months of 2003. This increase in net capital inflows reflected greater borrowing by Argentina’s
non-financial private sector for investments and working capital. Primarily as a result of this shift in the capital
account, Argentina’s balance of payments surplus increased from U.S.$1.7 billion during the first six months of
2003 to U.S.$3.5 billion during the first six months of 2004.

Gross Domestic Product

Gross domestic product, or GDP, is a measure of the total value of final products and services produced in
a country. Nominal GDP measures the total value of final production in current prices. Real GDP measures the
total value of final production in constant prices of a particular year, thus allowing historical GDP comparisons that
exclude the effects of inflation. Argentina’s real GDP figures are measured in pesos and are based on constant 1993
prices.
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The following table sets forth the evolution of GDP, per capita GDP and per capita income for the periods

indicated, at current prices:

Evolution of GDP, Per Capita GDP and Per Capita Income

(at current prices)

1999 2000 2001 2002 2003
GDP (in millions of pesos) ..........cc........... 283,523 284,204 268,697 312,580 376,232
GDP (in millions of U.S. dollars) .............. 283,523 284,204 268,697 105,861 128,184
Per Capita GDP (in U.S. dollars)............... 7,751 7,675 7,168 2,915% 3,508%
Per Capita Income'® (in U.S. dollars)........ 7,558 7,482 6,969 2,7279 n/a
Peso / U.S. dollar exchange rate ................ 1.00 1.00 1.00 3.07 2.95

(1) Preliminary figures.

(2) Per capita national disposable income, which is equal to gross GDP less net foreign remittances and plus net transfers, divided by the

country’s population.
(3) Estimated.
Source: Ministry of Economy.

The following tables set forth information on Argentina’s GDP, by expenditure, for the periods indicated,

at constant 1993 prices.

Consumption:

Public sector consumption.........

Private consumption® ...............

Total consumption..................

Gross investment:
Public sector ..........cceveevveennenne..

Private sector .........ceceevvereeuennen.
Total gross investment............

Exports of goods and services.......
Imports of goods and services.......
Net exports/(imports).................

Real GDP.......ooovvveeveeeeeieeeee

(1) Preliminary figures.
(2) Includes statistical discrepancy.
Source: Ministry of Economy.

Composition of GDP by Expenditure
(in millions of pesos, at constant 1993 prices)

Three months ended

March 31, June 30,
1999 2000 2001 2002 2003 2004 2004

Ps. 36,173 Ps. 36,382 Ps. 35629 Ps. 33,820 Ps. 34,314 Ps. 29,591 Ps. 36,310
193,151 193,482 184,148 156,572 169,914 174,589 188,455

229,324 229,865 219,777 190,392 204,228 204,181 224,764

4,664 3,133 2,939 1,883 n/a n/a n/a
48,452 46,369 38,811 24,700 n/a n/a n/a
53,116 49,502 41,750 26,533 36,652 41,571 48,452
30,449 31,272 32,129 33,123 35,256 34,870 37,949
34,521 34,466 29,659 14,812 20,385 26,292 27,219
(4,072) (3,194) 2,470 18,311 14,871 8,578 10,730

Ps.278,369 Ps.276,173 Ps.263,997 Ps.235236  Ps.255,751 Ps.254,330  Ps.283,947
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Composition of GDP by Expenditure
(as % of total GDP, at constant 1993 prices)

Three months ended

March 31, June 30,

1999 2000 2001 2002 2003"" 2004 2004
Consumption:
Public sector consumption........ 13.0% 13.2% 13.5% 14.4% 13.4% 11.6% 12.8%
Private consumption® .............. 69.4 70.1 69.8 66.6 66.4 68.6 66.4
Total consumption................. 82.4 83.2 83.2 80.9 79.9 80.3 79.2
Gross investment:
Public sector .........coceveeuenuennnn, 1.7 1.1 1.1 0.8 n/a n/a n/a
Private sector..........ccceeeveenneenne, 174 16.8 14.7 10.5 n/a n/a n/a
Total gross investment........... 19.1 17.9 15.8 11.3 14.3 16.3 17.1
Exports of goods and services...... 10.9 11.3 12.2 14.1 13.8 13.7 13.4
Imports of goods and services...... 12.4 12.5 11.2 6.3 8.0 10.3 9.6
Net (imports) exports................ (1.5) (1.2) 0.9 7.8 5.8 34 3.8
Real GDP.....coooviiiiee, 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

(1) Preliminary figures.
(2) Includes statistical discrepancy.
Source: Ministry of Economy.

Evolution of GDP by Expenditure
(% change from previous year, at constant 1993 prices)

Three months ended
March 31, June 30,

1999 2000 2001" 2002 2003 2004 2004
Consumption:
Public sector consumption ......... 2.6% 0.6% 2.D)% 5.DH)% 1.5% 0.8% 0.8)%
Private consumption®............... (3.5) 0.2 (4.8) (15.0) 8.5 11.9 7.6
Total consumption .................. (2.6) 0.2 4.4) (13.4) 7.3 10.1 6.2
Gross investment:
Public sector.......cccceeverureieiennen. (0.5) (32.8) (6.2) (37.6) n/a n/a n/a
Private sector........cceeeverureeeeennen. (13.6) 4.3) (16.3) (36.4) n/a n/a n/a
Total gross investment............ (12.6) (6.8) (15.7) (36.4) 38.1 50.3 38.3
Exports of goods and services....... (1.3) 2.7 2.7 3.1 6.4 7.7 0.4
Imports of goods and services....... (11.3) 0.2) (13.9) (50.1) 37.6 55.8 424
Net exports (imports) ................. (49.5) (21.5) (177.3) 641.5 (18.8) (44.7) (42.6)
Real GDP .....coovveiiiciiiiicee (3.4)% (0.8)% (4.9)% (10.9)% 8.7% 11.3% 7.0%

(1) Preliminary figures.
(2) Includes statistical discrepancy.
Source: Ministry of Economy.

Overview of GDP: 1999-2003

Argentina’s most recent recession began in the fourth quarter of 1998. During 1999, Argentina’s GDP
declined 3.4%, due in part to a continued decline in net capital inflows that began in 1998, which accelerated as a
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result of the Brazilian financial crisis of early 1999. During 1999 there was a 12.6% contraction in gross
investment, both private and public. The downturn in economic activity also weakened domestic demand, causing a
3.5% decline in private consumption. This reduction in private consumption was partly offset by a 2.6% increase in
Government consumption intended to provide a fiscal stimulus to the economy.

Argentina’s economic contraction became temporarily less pronounced in 2000, with GDP contracting by
only 0.8%, due primarily to the recovery of the Brazilian economy. Greater Brazilian demand contributed to a 2.7%
rise in Argentina’s exports. Private consumption and gross investment, however, continued to decline in 2000,
albeit at a slower pace than in 1999, reflecting the ongoing weakness of domestic demand and investor confidence.
Government consumption increased less than one percent during this year due to the Government’s efforts to reduce
expenditures following passage of the Fiscal Convertibility Law of 1999. See “Public Sector Finances—National
Public Accounts—Fiscal Policy:1999-2003.”

GDP declined 4.4% in 2001, when gross investment again declined, by 15.7%. The decline in private
consumption also accelerated, as more than two years of recession significantly undermined private income and
consumer confidence. The situation was aggravated by a 2.1% decline in Government consumption as the
Government struggled to reduce public spending, particularly after passage of the Zero Deficit Law in July 2001.

During 2002, Argentina experienced a 10.9% reduction in GDP as the economic crisis deepened
significantly at the end of 2001, bringing about the end of the Convertibility regime. The Government then imposed
strict limits on bank withdrawals and capital transfers. As a result of these restrictions, economic activity declined
dramatically, with gross investment and private consumption decreasing by 36.4% and 15.0%, respectively, in 2002.
During this year, public sector consumption also declined, by 5.1%. In 2002, Argentina’s net exports increased
641.5% and exports accounted for 14.1% of GDP, as the significant devaluation of the peso following the end of the
Convertibility regime resulted in a 3.1% increase in exports and a 50.1% reduction in imports. Argentine consumers
also shifted their consumption of foreign goods towards domestic goods, as imports became more expensive.
Although the rise in net exports of goods and services tended to increase GDP, it was insufficient to offset the
reductions in aggregate consumption and investment during the first half of the year. Beginning in the second half
of the year, however, the rise in exports and increase in consumption of domestic goods reactivated domestic
production.

In 2003, GDP increased 8.7%, due primarily to a 7.3% increase in domestic consumption and a 38.1%
increase in gross investment during this year. The increase in investment resulted in part from the export growth
and import substitution process that began during 2002. This increase in production in turn led to higher levels of
employment and incomes. See “Economy—Employment and Labor.” In addition, domestic consumption increased
in 2003, strengthening the recovery and further encouraging domestic investment. During 2003, net exports
decreased by 18.8% as compared to 2002, but still accounted for 13.8% of GDP. This decline in net exports was
attributable primarily to the 37.6% increase in imports in 2003.

First Nine Months of 2004

Preliminary figures indicate that GDP increased 11.3% in the first quarter of 2004 compared to the same
period of 2003, due primarily to a 50.3% increase in gross investment and an 11.9% increase in private
consumption. This growth was led by the acceleration of the construction sector, which increased its output by
41.3% during this period, compared to the first quarter of 2003, reflecting the continued economic recovery. During
this period, the manufacturing sector grew by 15.6%, agriculture, livestock, fisheries and forestry grew by 6.7%, and
the services sector grew by 6.6%, in each case as compared to the first quarter of 2003.

Preliminary figures indicate that GDP increased 7.0% in the second quarter of 2004 as compared to the
same period of 2003, due primarily to a 38.3% increase in gross investment and a 8.1% increase in private
consumption. This growth was again led by growth in the construction and manufacturing sectors, which increased
their output by 32.4% and 13.2%, respectively, during this period, as compared to second quarter of 2003. The
services sector also expanded during this period, by 5.2%, as compared to the second quarter of 2003.

Preliminary figures indicate that GDP increased 8.3% in the third quarter of 2004 compared to the same
period of 2003. This growth reflected an increase of 33.1% in gross investments, an increase of 9.2% in exports of
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goods and services (which was offset by a 38.1% increase in imports), and an increase of 8.8% and 4.8% in private
and public consumption, respectively, in each case as compared to the third quarter of 2003. During the third
quarter of 2004, the construction sector again exhibited the strongest growth, increasing its output by 26.1%. It was
followed by the manufacturing sector, which increased its output by 9.5%, and the services sector, which increased
its output by 6.6%.

Domestic Savings and Investment

The table below sets forth information for Argentina’s domestic savings and investment for the periods
indicated:

Domestic Savings and Investment
(in millions of pesos, at current prices)

1999 2000 2001 2002V 2003
Domestic Savings ........cceeverververeereeneennenns Ps. 38,679 Ps. 40,870 Ps. 38,033 Ps. 62,763 n/a
External savings@............ccocovvverrviireirn, 11,967 8,845 3,920 (28,452) n/a
Total SAVINGS .....vovevveeeereseereeeeenes Ps. 50,646  Ps. 49,714  Ps. 41,952  Ps. 34,311 n/a
Domestic Investment™ ..........cocccovvvevreneenn. Ps. 51,074 Ps. 46,020 Ps. 38,099 Ps. 37,387 Ps. 56,903

(1) Preliminary figures.

(2) A measure of the amount of funds contributed from abroad (i.e., from non-Argentine residents) for domestic investment.
(3) Includes gross formation of fixed capital plus change in inventories. Does not include statistical discrepancy.

Source: Ministry of Economy.

During the early 1990s, growth in external savings, resulting from a significant increase in foreign
investment in Argentina, contributed to a rise in domestic investment. Beginning in 1999, declines in external
savings drove a decline in total domestic investment of 36.1% from December 31, 1998 through December 31,
2001. Domestic savings also exhibited a decline during this period, of 21.0%, contributing to the overall decline in
domestic investment. In 2002, domestic savings increased 65.0%. This increase, however, was offset by a shift in
external savings from Ps.3.9 billion in 2001 to negative Ps.28.5 billion in 2002. As a result, domestic investment
declined 1.9% in 2002.

Principal Sectors of the Economy

The principal economic activities in Argentina are services (accounting for 62.9% of GDP in 2003) and
secondary production (accounting for 23.8% of GDP in 2003).

The following tables set forth the composition of Argentina’s GDP by economic sector for the periods
indicated:
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Real GDP by Sector
(in millions of pesos, at constant 1993 prices)

1999 2000 2001 2002V 2003

Primary production:
Agriculture, livestock, fisheries and forestry Ps. 15,258 Ps. 14991 Ps. 15,148 Ps. 14,803 Ps. 15,802
Mining and extractives (including petroleum

AN ZAS)..oeovreceeieeeeeeeeee s 4,572 4,830 5,107 4,916 5,099
Total primary production 19,830 19,871 20,255 19,719 20,901
Secondary production:
Manufacturing ........cceeeeeeeereneneneeeeeeeane 45,599 43,855 40,627 36,176 41,882
CONSIIUCLION. ...veeeveieeeretieeiereeereieeeeeveseeeneens 15,752 14,284 12,627 8,410 11,297
Electricity, gas and water..........c..cccceeeenuenen. 6,873 7,325 7,407 7,182 7,681
Total secondary production................... 68,224 65,494 60,661 51,768 60,861
Services:
Transportation, storage and communications 23,121 23,522 22,446 20,664 22,369
Commerce, hotels and restaurants ................ 44,700 43,623 40,222 33,477 37,208
Financial services, insurance and real estate. 57,159 57,893 55,328 49,993 49,445
Community, social and personal
Services............. 51,284 52,160 52,087 50,364 51,767
Total SEIVICES ...vvevieviereereereereereereenene 176,264 177,198 170,083 154,498 160,788
Plus import duties less adjustment for banking
SEIVICE . ..o 14,051 13,640 12,998 9,251 13,201
Total GDP...cvoevveveeeieeeeeeee e, Ps. 278,369  Ps. 276,173 Ps. 263,997 Ps. 235236 Ps. 255,751

(1) Preliminary figures.

(2) The production figures in this table do not include duties assessed on imports needed for production, which must be taken into account for
purposes of determining GDP, but include the cost of any related banking services, which are again counted in “Financial services,
insurance and real estate.” This line item adds back import duties and subtracts banking services for purposes of determining GDP.

Source: Ministry of Economy.
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Real GDP by Sector
(as a % of GDP, at constant 1993 prices)

1999 2000 2001" 2002 2003
Primary production:
Agriculture, livestock, fisheries and forestry .... 5.5% 5.4% 5.7% 6.3% 6.2%
Mining and extractives (including petroleum
ANA ZAS)..vviiieieeeieeeiere e 1.6 1.8 1.9 2.1 2.0
Total primary production............cccceceeuenee. 7.1 7.2 7.7 8.4 8.2
Secondary production:
Manufacturing ........c.cccceeevevverreerineneneenecnnens 16.4 15.9 15.4 15.4 16.4
CONSLIUCHION. ...evveeeiierieiie ettt e e e 5.7 5.2 4.8 3.6 4.4
Electricity, gas and water..........c.ccecverveeverreneenns 2.5 2.7 2.8 3.1 3.0
Total secondary production....................... 24.5 23.7 23.0 22.0 23.8
Services:
Transportation, storage and communication..... 8.3 8.5 8.5 8.8 8.7
Commerce, hotels and restaurants .................... 16.1 15.8 15.2 14.2 14.5
Financial services, insurance and real estate..... 20.5 21.0 21.0 21.3 19.3
Community, social and personal
SETVACES ...vocverevecereeseeeeseeseneeseeseneeseesenseseesnaes 18.4 18.9 19.7 214 20.2
Total ServiCes .....ccevveeeeririenieieeeceeienes 63.3 64.2 64.4 65.7 62.9
Plus import duties less adjustment for banking
SEIVICE..euvieeuriereeeireesteeeereesteeereesseeeseesssasseenns 5.0 4.9 4.9 3.9 5.2
Total GDP 100.0% 100.0% 100.0% 100.0% 100.0%

(1) Preliminary figures.

(2) The production figures in this table do not include duties assessed on imports needed for production, which must be taken into account for
purposes of determining GDP, but include the cost of any related banking services, which are again counted in “Financial services,
insurance and real estate.” This line item adds back import duties and subtracts banking services for purposes of determining GDP.

Source: Ministry of Economy.

Argentina’s secondary production suffered the most during the recession, registering a 24.1% reduction in
total production from 1999 through 2002 and recovering 17.6% in 2003. This decrease in secondary production
during the recession resulted from significant contractions of the construction and manufacturing sectors, which
were slightly offset by the growth of electricity, gas and water sectors. The services sector was also significantly
affected by the downturn in economic activity, with total production decreasing 12.3% from 1999 through 2002 and
recovering 4.1% in 2003. Commerce, hotel and restaurant activity was particularly affected by the recession,
registering the second largest decline in production among all sectors of the Argentine economy. Primary
production was the sector least affected by the recession, registering a small decrease of 0.6% from 1999 through
2002.
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The following table sets forth Argentina’s real GDP growth by sector for the periods indicated:

Real GDP Growth by Sector
(% change from previous year, at constant 1993 prices)

1999 2000 2001 2002 2003
Primary production:
Agriculture, livestock, fisheries and forestry .... 2.5% (1.7% 1.0% 2.3)% 6.7%
Mining and extractives (including petroleum
ANA GAS).oveveeeceeeecee e (3.3) 6.7 4.7 (3.7 3.7
Total primary production ...........c.cceceeueee. 1.1 0.2 1.9 (2.6) 6.0
Secondary production:
Manufacturing ........ccceeeevvereeeieniereenieneeieniene (7.9) (3.8) (7.4) (11.0) 15.8
CONSLIUCHION. ..ottt (7.9) 9.3) (11.6) (33.4) 343
Electricity, gas and water............cecverveeveriennenns 3.6 6.6 1.1 3.0) 7.0
Total secondary production...................... (6.9) 4.0) (7.3) (14.7) 17.6
Services:
Transportation, storage and communication..... (1.3) 1.7 (4.6) (7.9) 8.3
Commerce, hotels and restaurants .................... (6.9) 2.4) (7.8) (16.8) 11.1
Financial services, insurance and real estate..... (0.5) 1.3 (4.4) 9.6) (1.1)
Community, social and personal services......... 1.9 1.7 (0.1) (3.3) 2.8
Total SerVICes .....coevveveveririiniericrcinenienee (1.6) 0.5) (4.0) 9.2) 4.1
Plus import duties less adjustment for banking
SETVICED .o, (12.6) (2.9) 4.7 (28.8) 42.7
Total GDP....ooveiiiiieieieeeeeeeee (3.4)% (0.8)% (4.4)% (10.9)% 8.7%

(1) Preliminary figures.

(2) The production figures in this table do not include duties assessed on imports needed for production, which must be taken into account for
purposes of determining GDP, but include the cost of any related banking services, which are again counted in “Financial services,
insurance and real estate.” This line item adds back import duties and subtracts banking services for purposes of determining GDP.

Source: Ministry of Economy.

Primary Production
Agriculture, Livestock, Fisheries and Forestry

Argentina’s agriculture, livestock, fisheries and forestry sector represented 8.2% of GDP in 2003.
Argentina is self-sufficient in virtually all agricultural and livestock products and during the 1990s became a major
exporter of primary products, including cereals, grains, meat and fish. From 1999 through 2002, crop and livestock
production together accounted for the bulk of this sector’s total production, with crop production and livestock
production each representing 63.7% and 30.0%, respectively, of this sector’s annual output in 2002. Crop
production consists primarily of soy, corn and wheat. Soy production in recent years has represented an increasing
percentage of exports, largely because the prices of commodities (and particularly of soy) have increased in recent
years.
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The following tables set forth Argentina’s agriculture, livestock, forestry and fishing production and growth
for the periods indicated:

Agriculture, Livestock, Forestry and Fishing Production
(in millions of pesos, at constant 1993 prices)

1999 2000 2001 2002 2003
Agriculture, livestock and game:
Ps. 8,641 Ps. 8,638 Ps. 8,894 Ps. 8,960 n/a
5,024 4813 4,584 4211 n/a
Agricultural and livestock services,
excluding vesting Services.........c.cceeeunenne. 838 788 811 880 n/a
Game, game appropriation and connected
SEIVICES 1vvvvorerreaieereaesrsessssses e 10 10 10 8 n/a
Total agriculture, livestock, and game...... 14,512 14,248 14,299 14,059 n/a
Forestry, wood extraction and connected
services 312 319 313 313 n/a
FASRING ... 434 424 536 433 n/a
Total sector production............ccccccuuneeee. Ps. 15,258 Ps. 14,991 Ps. 15,148 Ps. 14,804 Ps. 15,802

(1) Preliminary figures.
Source: Ministry of Economy.

Agriculture, Livestock, Forestry and Fishing Production
(% change from prior year, at constant 1993 prices)

1999 2000 2001 2002 2003
Agriculture, livestock and game:
CIOPS .ttt 0.1% 0.0% 3.0% 0.7% n/a
LiVeStocK......covevuenveieieinirienenieceececseeen, 12.2 4.2) 4.7 8.1 n/a
Agricultural and livestock services,
excluding vesting Services.........ooerververuenne, (7.7) 5.9 2.9 8.5 n/a
Game, game appropriation and connected
SEIVICES 1ovvvvrvrresreeresesiesnssesse s 1.6 (2.6) (0.1) (16.3) n/a
Total agriculture, livestock, and game ....... 2.9 (1.8) 0.4 1.7 n/a
Forestry, wood extraction and connected
SCIVICES cvvevrenveenienrerireseeseeseseeesesseensesseensenseen: (9.0) 2.1 (1.6) 0.2) n/a
Fishing 2.7) 2.4) 26.5 (19.3) n/a
Total sector production...........cccceeveuervevrennnenn, 2.5% (1.8)% 1.1% (2.3)% 6.7%

(1) Preliminary figures.
Source: Ministry of Economy.

Argentina’s agriculture, livestock, fisheries and forestry sector registered moderate growth of 2.5% in 1999,
due to a surge in livestock exports after the United States lifted in 1997 its 68-year ban on imports of Argentine beef.
From 2000 through 2002, however, livestock production declined, primarily due to the detection of foot-and-mouth
disease in Argentine cattle, which prompted the United States, the Europe Union and other countries to ban imports
of Argentine beef in 2001.

Despite the recession and a decline in international prices for agricultural goods, crop production generally
experienced little change in the period from 1999 through 2002. In 2001, the agriculture, livestock, fisheries and
forestry sector grew by 1.0%, despite the continued decline in livestock production. In the period from 1999
through 2002, production in other areas within the agriculture, livestock, fisheries and forestry sector had little
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bearing on total production, except for a significant increase in fishing in 2001. The sector grew 6.7% in 2003,
reflecting increased domestic demand due primarily to the economic recovery.

Argentina’s agricultural sector has benefited from the significant increase in international soy and wheat
prices in recent years, which in the first half of 2004 reached record levels, although they have since declined.

The following table sets forth average international soy and wheat prices for the periods indicated:

Average International Soy and Wheat Prices
(in U.S. dollars)

Soy') Wheat"
(price per ton) (price per ton)
186.00 114.00
193.55 118.55
182.14 129.85
201.41 153.12
246.60 151.15
314.57 171.27
330.23 165.73
372.64 171.82
374.05 169.71
362.00 167.00
342.00 158.00
349.25 167.26

(1) FOB prices in the Gulf of Mexico.
Source: Ministry of Economy

Mining and Extractives (Including Petroleum and Gas Production)

The mining and extractives sector consists primarily of precious and semi-precious metals, coal, petroleum
and gas exploration and production. Historically, mining activity in Argentina has represented a very small part of
the economy, accounting for 2.0% of GDP in 2003. The sector contracted 3.3% in 1999, but recovered in 2000 and
2001, due to an increase in the international prices of oil and gas. In 2002, however, total output for this sector
again declined, by 3.7%, due to a reduction in foreign investment and an increase in the costs of imported capital
equipment due to the devaluation of the peso. This sector recovered by 3.7% in 2003.

The oil and gas sector underwent significant liberalization during the 1990s that attracted foreign
investment and fueled its growth. In the late 1990s, however, oil production suffered due to the reduction in the
international prices of oil. The recent economic crisis significantly reduced foreign investment in the oil and gas
sector, and has undermined its recovery, despite the resurgence of oil prices. While previously a net exporter of oil
and gas, Argentina has, since the first quarter of 2004, been experiencing energy shortages and power outages. As a
result, Argentina has in recent months increased its energy imports from neighboring countries. For additional
discussion of the oil and gas sector as it relates to current energy shortages in Argentina, see “The Argentine
Economy—Electricity, Gas and Water.”
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The following table shows the proven reserves of petroleum and natural gas in Argentina as of the dates
indicated.

Proven Reserves

1999 2000 2001 2002 2003
Petroleum ..., 488,280 472,781 457,674 448,426 425213
Natural gas® 748,133 777,609 763,526 663,523 612,496

(1) In thousands of cubic meters.
(2) In millions of cubic meters.
Source: Ministry of Economy.

Secondary Production
Manufacturing

Argentina has a diversified manufacturing sector that in 2003 accounted for 16.4% of GDP. The main
areas of production in the Argentine manufacturing sector are food and beverages, chemical products and
substances, coal and oil derivatives and nuclear fuel. This sector was significantly and adversely affected by the
latest economic downturn, but has led economic recovery in 2003 due to increased domestic consumption.

From 1999 through 2002 manufacturing output decreased at a compound annual rate of 7.5%, primarily as
a result of rising interest rates, the decline in gross private investment and weak domestic demand. The decline in
Brazilian demand for Argentine products due to the devaluation of the real in 1999 also contributed significantly to
the decline in manufacturing production during this period. All areas of manufacturing were severely affected by
the economic contraction, with many contracting in excess of 50% from 1999 through 2002.

The most significant cumulative declines in manufacturing from 1999 through 2002 were registered in the
furniture industry (with production decreasing by 58.2%), the textile industry (with production decreasing by
50.9%), the motor vehicle, trailers and semi-trailers industry (with production decreasing by 34.3%) and the metal
products industry (excluding machinery and equipment) (with production decreasing by 37.0%). Manufacturing of
tobacco products registered the smallest cumulative declines from 1999 through 2002, contracting by only 8.9%.
While the food and beverages industry contracted by only 10.8% from 1999 through 2002, this reduction
contributed significantly to the overall decline in the manufacturing sector due to the importance of this industry as a
percentage of total GDP. The manufacturing sector registered growth of 15.8% in 2003, primarily as a result of
increased domestic consumption.
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The following tables set forth manufacturing sector production and growth for the periods indicated:

Manufacturing Production by Sector
(in millions of pesos, at constant 1993 prices)

1999 2000 2001 2002 2003
Food and beverages..........cccecveveeverienvenennens Ps. 10,980 Ps. 10,579 Ps. 10,330 Ps. 9,797 n/a
Chemical products and substances................. 5,137 5,121 5,380 4,862 n/a
Coal, oil derivatives and nuclear
combustibles® ..., 4,510 4,221 4,195 3,674 n/a
Motor vehicles, trailers and semi-trailers ...... 2,170 2,190 1,566 1,427 n/a
Rubber and plastic products ..........cc.ceceerueneee. 2,293 2,168 1,936 1,817 n/a
Machinery and equipment............cccccecveneennen. 1,910 1,833 1,621 1,649 n/a
Furniture, and industrial manufacturing ........ 1,760 1,565 1,198 736 n/a
Metal products, excluding machinery and
CQUIPIMENL ..t nee e eeeens 1,552 1,519 1,374 978 n/a
Publishing and media ..........cccoceveneneinenene 2,007 1,962 1,696 1,469 n/a
TEXUIES . c.eeneeeiiieierte e 1,659 1,563 1,277 815 n/a
TODACCO...uviiieeiiicecieeeeee e 1,889 1,746 1,642 1,720 n/a
Common metals ........cccooeeeviieeiiiiiiiiiieeeiiee s 1,533 1,662 1,520 1,493 n/a
Wood, wood products and cork products,
excluding furniture: straw products and
braidable materials..........cc...cooevvvevneeeennnenn. 1,377 1,293 1,244 1,334 n/a
Others......cccoceverencnnennne 6,822 6,434 5,649 4,405 n/a
Overall production Ps. 45,599 Ps. 43,855 Ps. 40,627 Ps. 36,176 Ps. 41,882
(1) Preliminary figures.
(2) Includes oil refining and other secondary products.
Source: Ministry of Economy.
Manufacturing Production by Sector
(% change from previous year, at constant 1993 prices)
1999 2000 2001 2002 2003
Food and drinks .........ccceeeeoinenineneneicncene 1.5% B N% 2.4)% 52)% n/a
Chemical products and substances...................... (2.0) (0.3) 5.1 9.6) n/a
Coal, oil derivatives and nuclear
combUSHDIES® ... (1.7) (6.4) (0.6) (12.4) n/a
Motor Vehicles, trailers and semi-trailers (30.3) 0.9 (28.5) (8.9) n/a
Rubber and plastic products...........cccecververrennenne. (1.7) (5.5 (10.7) (6.1) n/a
Machinery and equipment ............ccceevereeevennne. (21.6) (4.0) (11.6) 1.8 n/a
Furniture and industrial manufacturing............... (20.0) (11.1) (23.4) (38.6) n/a
Metal products, excluding machinery and
CUIPINENL...cveeeteiietieiienieeiiesieeite et (19.0) 2.1) (9.6) (28.8) n/a
Publishing and media.........cccocevenieninienenennne. (5.5) (2.3) (13.6) (13.3) n/a
Textiles ..c.ooevvvverinennns (17.8) (5.8) (18.3) (36.2) n/a
Tobacco ................. 2.6 (7.6) (5.9 4.7 n/a
Common metals (12.3) 8.5 (8.6) (1.7) n/a
Wood, wood products and cork products,
excluding furniture: straw products and
braidable materials (13.0) 6.1) (3.8) 7.2 n/a
Ohers ..o 9.8) 5.7 (12.2) (22.0) n/a
Overall production...............ccevevvueveverevnnne. (7.9% (3.8)% (7.4)% (11.0)% 15.8%

(1) Preliminary figures.
(2) Includes oil refining and other secondary products.
Source: Ministry of Economy.



Construction

The construction sector currently represents a relatively small portion of the Argentine economy,
accounting for 4.4% of GDP in 2003. In the early 1990s, the construction sector expanded significantly due to
increased demand for housing following the stabilization of inflation and economic recovery which increased the
availability of credit for new construction. This growth was further stimulated by increased access to mortgages due
to the growth of the financial services sector throughout most of the 1990s.

The construction sector, however, suffered the most significant setback as a result of the recession, with a
cumulative decline in output of 46.6% from 1999 through 2002. This sector was particularly affected by high
interest rates. This rise in the cost of borrowing and the economic downturn generally significantly reduced
purchases of new homes and buildings, leading to 7.9% and 9.3% declines in construction in 1999 and 2000,
respectively. Additionally, as part of its efforts to contain expenditures, in 2000 the Government suspended the
majority of its infrastructure development projects, further weakening this sector. As a result, construction
decreased a further 11.6% in 2001. The sector contracted even more significantly in 2002, by 33.4%, as the severe
liquidity crisis of the financial sector effectively closed off credit for construction projects.

The construction sector recovered and grew 34.3% in 2003 due to the economic recovery, the increase in
public spending for infrastructure and the ability to use Government-issued Boden securities as payment for
construction projects. For discussion of Boden see “Monetary System — Regulation of the Financial Sector —
Measures adopted during the economic crisis.”

Electricity, Gas and Water

Electricity in Argentina is produced primarily from hydroelectric sources, but additional generation comes
from gas, coal and nuclear plants. The electricity, gas and water sector represents a small fraction of the Argentine
economy, accounting for 3.0% of GDP in 2003. It was the sector least affected by the recession, with total growth
of 4.5% from 1999 through 2002. This growth was attributable in part to greater integration of the energy markets
and infrastructure among the Mercosur countries, and foreign investment in oil, gas and electricity through
privatizations. This allowed Argentina to become a net exporter of energy, supplying Brazil, Chile and Paraguay
with electricity. The growth of this sector from 1999 through 2000, however, also resulted from Brazil’s energy
crisis, which increased demand for Argentine energy.

The energy, gas and water sector, however, was significantly affected by the devaluation of the peso in
January 2002. In 2002, President Duhalde passed a decree preventing utilities from increasing rates in line with
inflation and converting utility rates that had previously been denominated in dollars into pesos at a 1 to 1 exchange
rate. Accordingly, while utilities’ costs increased due to inflation and their foreign-currency denominated debts
became more onerous due to the depreciation of the peso, utility rates could not be increased to generate greater
revenues. As result, the sector contracted 3.0% in 2002.

The Kirchner administration maintained the freeze on utility rates implemented by the Duhalde
administration until February 2004, when it established a system of graduated fees as an incentive to reduce
consumption. The Government has indicated that it will require utility companies to increase their investment in
development and production of energy. The Government has indicated that it intends to implement measures to
gradually increase utility rates in line with inflation and economic growth by year-end 2006. In 2004 the
Government passed a resolution requiring Ps.2.0 billion of any excess over the primary surplus target for the year to
be spent on investment in the energy sector. The Government can offer no assurance, however, that a resolution of
the economic difficulties faced by public utilities can be achieved in to the short- to medium- term.

Argentina is currently facing an energy crisis, with energy shortages and power outages beginning in the first
quarter of 2004. This crisis was caused primarily by under-investment in gas exploration and electricity generation
projects, but also resulted from reduced generation by hydroelectric plants due to droughts. In response to the energy
crisis, the Government ordered Argentine producers of natural gas to reduce exports of natural gas to Chile. The issue
is now being discussed by the two countries and Argentina has recently eased certain of the restrictions on natural gas
exports to Chile earlier put in place. The Government has also entered into agreements with Brazil, Bolivia and
Venezuela to import energy, including diesel fuel and natural gas.
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Argentina’s energy crisis could have a strong negative impact on economic growth. Electricity shortages
and outages at factories around the country resulted in reduced production in April 2004. The recovery of the
energy sector will depend significantly on private utility companies’ ability to invest in production-generating
activities and to raise rates in order to fund increased investment and production. The recovery will also be tied to
the contribution in terms of production to the energy sector of the Government’s newly created state-owned energy
company, ENARSA.

ENARSA was created with the goal of stimulating increased investment in oil and gas transportation,
exploration and production, as the majority of private companies currently operating in the energy sector have
defaulted on debt obligations in recent years and have few or no profits with which to make investments. In October
2004, after several modifications, Congress gave final approval to legislation creating ENARSA. Pursuant to the
legislation, the Government holds a 53% equity interest in ENARSA, provincial governments hold a 12% interest,
and the remaining 35% consists of publicly-traded stock. No mandate has yet been given to ENARSA with respect
to expected levels of exports or production.

The following table sets forth information on Argentina’s electricity sector for the periods indicated:

Principal Economic Indicators of the Electricity Sector
(in GW/hr, unless otherwise indicated)

1999 2000 2001 2002 2003
Production of electricity sector:
Combined CYCle ...cvevvieieiirieiieieieeeeie e 13,390 25,367 25,990 26,687 n/a
Hydroelectric! .........ooovverieeniieniee s 21,598 28,762 36,949 35,797 n/a
Oher™ ... 38,181 26,930 20,048 14,153 n/a
Total generation...........eeeveeveneeiienenieneneennns 73,169 81,058 82,987 76,637 n/a
Consumption by economic sector:
Residential .........ccooerieriieieniinieiesieesece e 20,141 20,814 21,523 20,643 n/a
Industrial e 25,382 27,319 27,529 26,804 n/a
GOVEIMMENT .....evvveiiiieieiieeeee e e 2,027 2,161 2,188 1,951 n/a
COMMEICIAL ...vveveeereniieiieie e 11,187 11,717 12,688 12,287 n/a
ONETS ..ottt 5,526 5,597 5,842 5,590 n/a
Total cCONSUMPLION ......ovvevrevieriieieieieiieieieieeen 64,264 67,607 69,770 67,276 n/a

(1) Combined cycle.
(2) Includes: diesel, wind, nuclear, gas, steam and solar energy.
Sources: Ministry of Economy.

Services
The following tables set forth the composition and growth of the service sector for the periods indicated:

Composition of Service Sector
(in millions of pesos, at constant 1993 prices)

1999 2000 2001 2002V 2003
Transportation, storage and communication....... Ps. 23,121 Ps. 23,522 Ps. 22,446 Ps. 20,664 Ps. 22,369
Commerce, hotels and restaurants ...................... 44,700 43,623 40,221 33,477 37,208
Financial services, insurance and real estate....... 57,159 57,893 55,328 49,993 49,445
Community, social and personal services 51,284 52,160 52,087 50,364 51,767
TOtal ............................................................... PS 176’264 PS 177’198 PS 170’083 PS 154’498 PS 160’788

(1) Preliminary figures.
Source: Ministry of Economy.
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Growth of Service Sector
(% change from prior year, at constant 1993 prices)

1999 2000 2001" 2002 2003
Transportation, storage and communication....... 1.3)% 1.7% (4.6)% (7.9% 8.3%
Commerce, hotels and restaurants ...................... (6.9) (2.4) (7.8) (16.8) 11.1
Financial services, insurance and real estate....... (0.5) 1.3 4.4) (9.6) (1.1
Community, social and personal services............ 1.9 1.7 0.1) (3.3) 28
TO oo (1.6)% 0.5% (4.0)% 9.2)% 4.1%

(1) Preliminary figures.
Source: Ministry of Economy.

The services sector represents the largest portion of the Argentine economy, accounting for 62.9% of
annual GDP in 2003. After contracting slightly in 1999 and registering moderate growth in 2000, this sector
contracted in both 2001 (by 4.0%) and 2002 (by 9.2%) due to the recession during these years. The contraction of
the services sector in 2002 was also attributable to the devaluation of the peso, which primarily affected financial
services, real estate and personal services. From 1999 through 2002, the subsectors within the services industry
registered the following results:

e  The commerce, hotels and restaurants subsector registered the largest decline within the services sector
from 1999 to 2002, decreasing by 6.9% in 1999, 2.4% in 2000, 7.8% in 2001 and 16.8% in 2002. The
decline from 1999 through 2001 resulted from the ongoing recession and the devaluation of the
Brazilian real in 1999, both of which led to a decline in tourism. Although tourism increased in 2002,
the commerce, hotels and restaurants sector continued to decline due to the effect of the devaluation of
the peso on the value paid for such services.

e The financial services, insurance and real estate subsector remained stable in 1999. Financial services,
insurance and real estate declined by 4.4% in 2001 as capital flight and the run on bank deposits
resulted in a significant liquidity crisis. In 2002, the financial services, insurance and real estate sector
contracted 9.6% due primarily to Government restrictions on bank withdrawals and capital transfers.

e The transportation, storage and communications subsector remained relatively stable in 1999 and 2000
and contracted in 2001 and 2002, by 4.6% and 7.9%, respectively. The contraction of this sector in
2001 and 2002 is attributable primarily to the significant reduction in consumption of these services
triggered by the recession.

e The community, social and personal services subsector grew at a moderate rate from 1999 through
2000, as many displaced workers sought employment in this sector. In 2001, this subsector remained
relatively stable, but it contracted 3.3% in 2002 due in part to the restrictions on bank withdrawals,
which limited the availability of for-cash services.

In 2003, all subsectors of the services industry registered growth, with the exception of financial services,
insurance and real estate, which declined 1.1%. The growth in the services industry was led by an 11.1% increase in
commerce, hotels and restaurants related to increased tourism in 2003.

Telecommunications

The table below reflects certain information regarding the telecommunications sector, which has remained
relatively constant in terms of number of lines since 2001, after increasing 35.4% in 2000 due to a 95.5% increase in
cell phone lines during that year. In 2003, the number of cell phone lines again increased significantly, by 19.4%,
contributing to a total increase in number of lines of 9.1% in 2003. This increase in cell phone usage was due in
large part to the increase in the availability of new cell phone plan options at lower costs in 2003.
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Summary of Telecommunications Sector
(in thousands of lines)

As of December 31,
1999 2000 2001 2002 2003
Lines:
Fixed WIre™W ..o, 7,223.2 7,894.2 8,131.4 7,708.6 7,745.6
Cellular® ..o 3,264.6 6,380.9 6,741.8 6,567.0 7,842.0
PUbliC PhONES. ......veeeeeeeeeeeeeeeeeeeen. 168.5 156.6 160.5 138.7 139.7
TOtal NS oo 10,656.2 14,431.7 15,033.8 14,414.3 15,727.3

(1) Lines in service.
(2) Telephones in service.
Source: Ministry of Economy.

Employment and Labor
Unemployment and Underemployment

High unemployment plagued the Argentine economy in the 1990s. During the early 1990s, several factors
contributed to Argentina’s persistently high unemployment. These included a shift from labor-intensive to capital-
intensive production, the slower growth of labor-intensive sectors as compared to others, and efforts by employers to
increase their productivity through overtime rather than by expanding their workforce.

Beginning in 1998, these factors were significantly aggravated by the recession. From 1999 through 2002,
the unemployment rate increased significantly, from 14.5% as of May 1999 to 21.5% as of May 2002. The increase
in unemployment was particularly dramatic from May 2001 to May 2002, increasing from 16.4% to 21.5%, as the
economic crisis reached its peak. Since May 2002, the unemployment rate has declined, from 21.5% to 15.6% in
May 2003, reflecting the recovery of the Argentine economy during this period.

The Argentine economy has also suffered from high underemployment. From 1999 through 2002 the
underemployment rate generally tracked the trend in the unemployment rate, although the increase was less
pronounced, rising from 13.7% as of May 31, 1999 to 18.6% as of May 31, 2002. However, while unemployment
decreased from May 2002 through May 2003, underemployment continued to increase, albeit slightly, from 18.6%
to 18.8%.

In 2004, the Government changed its method for calculating employment levels from a bi-annual analysis
in May and October to a quarterly analysis. According to the new quarterly methodology, as of December 31, 2003,
the unemployment rate was 14.5%, and increased to 14.8% as of June 30, 2004. As of September 30, 2004,
however, the unemployment rate decreased to 13.2% as a result of continued economic growth (a 3.1% decrease in
unemployment as compared with September 30, 2003). The new quarterly methodology also showed that, as of
December 31, 2003, the underemployment rate was 16.3%, and decreased to 15.2% as of June 30, 2004. The
underemployment rate remained unchanged during the third quarter of 2004, holding at 15.2% (a 1.4% decrease in
underemployment as compared with September 30, 2003).

In January 2002, the Duhalde administration implemented the Plan Jefes y Jefas de Hogar, or the Heads of
Household Program, designed to replace the previously existing Plan Trabajar. Under the Heads of Household
Program, which has been continued by the Kirchner administration, unemployed heads of household with one or
more children under the age of 18 or disabled persons of any age receive Ps.150 per month in exchange for at least
four hours of service in certain community service and other public works projects. Persons receiving benefits
under the Heads of Household program are accounted for as employed persons in the Government’s employment
statistics, including in the tables presented below.
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The following table set forth employment figures for the periods indicated:

Participation and Unemployment Rates
(in thousands of people unless otherwise indicated)

As of May 31,

1999 2000 2001 2002 2003
Greater Buenos Aires:
Labor force .........coovvvvrrernnnn 5,513 5,410 5,451 5,347 5,589
Employment@.......... 4,653 4,545 4,514 4,170 4,668
Participation rate® ... 46.6% 45.3% 45.2% 44.0% 45.5%
Unemployment rate® ....... 15.6% 16.0% 17.2% 22.0% 16.4%
Underemployment rate® .......... 13.9% 15.0% 14.4% 19.3% 19.8%
Major interior cities: ©
Labor force ........ccoovvvvrrennnann 4,115 4,250 4,457 4,449 4,564
Employment®..........cooocvvvinnane. 3,584 3,634 3,771 3,525 3,902
Participation rate® .................... 38.5% 39.0% 39.9% 39.3% 39.8%
Unemployment rate® .............. 12.9% 14.5% 15.4% 20.9% 14.5%
Underemployment rate® .......... 13.4% 13.6% 15.4% 17.7% 17.5%
Total Urban:
Labor force™ .........cccovvvvvenrnann 13,373 13,517 13,909 13,933 14,392
Participation rate®......... 42.8% 42.4% 42.8% 41.8% 42.8%
Unemployment rate™ ....... 14.5% 15.4% 16.4% 21.5% 15.6%
Underemployment rate® .......... 13.7% 14.5% 14.9% 18.6% 18.8%

(1) The labor force consists of the sum of the population that has worked a minimum of one hour with remuneration or fifteen hours without
remuneration during the week preceding the date of measurement plus the population that is unemployed but actively seeking employment.

(2) To be considered employed, a person above the minimum age requirement must have worked at least one hour with remuneration or fifteen
hours without remuneration during the preceding week.

(3) Labor force as a percentage of the total population.

(4) Unemployed population as a percentage of the Labor force.

(5) Underemployed population as a percentage of the Labor force. Workers are considered underemployed if they work fewer than 35 hours
per week and wish to work more.

(6) Figures for 1999 and 2000 are based on 27 major interior cities.

Source: Ministry of Economy.

The Informal Economy

Argentina has an informal sector of the economy composed primarily of unregistered employees in
legitimate businesses and only in small part of unregistered businesses. Because of its nature, the informal economy
is difficult to track through statistical information or other reliable data.

The principal portion of Argentina’s informal economy is composed of unregistered employees not

registered with Argentina’s social security system. The following table provides the estimated number of workers in
Argentina’s formal and unregistered economies as of the years indicated.
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Formal and Unregistered Economies
(in thousands of people)

As of May 31, Formal Unregistered
5,250 3,087
5,226 3,121
5,074 3,155
4,956 2,981
5,146 3,186

Source: Ministry of Economy.

A second and much more modest segment of Argentina’s informal sector consists of economic activities
that take place outside of the formal norms for economic transactions established by the state or developed through
formal practices. These include small businesses that are the result of individual or family initiatives and generally
involve the production and exchange of legal goods and services without the appropriate business permits, without
reporting tax liability, without complying with labor regulations, and without legal guarantees for suppliers and end
users. During the recent crisis, the Government estimates that informal sector employment increased and served as a
cushion for cutbacks in the formal sector. As the economy has improved during 2003, the Government believes that
this segment of the informal sector has decreased.

Composition of Employment

The services sector employs the majority of the Argentine labor force (approximately 62.9% as of
December 31, 2003), followed by secondary production (which employed approximately 29.9% of the labor force as
of December 31, 2003) and primary production (which employed approximately 6.5% of the labor force as of
December 31, 2003). From 1999 through 2002, the construction sector lost the most number of jobs, followed by
agriculture, livestock, fisheries and forestry, and then by manufacturing. From 1999 through 2002, the sectors that
generated the most jobs were financial, insurance and real estate services and community, social and personal
services. With the exception of the community, social and personal services sector, in which employment declined
0.5% in 2003, employment recovered in all sectors of the economy in that year, led by a 25.6% increase in
construction sector employment, followed by mining and extractives (14.3%), agriculture, livestock, fisheries and
forestry (6.1%) and manufacturing (5.9%). Financial services, insurance and real estate remained stable in 2003.
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The following table sets forth employment figures by sector for the periods indicated:

Employment
(% by sector)
As of December 31,
1999 2000 2001 2002 2003
Primary production:
Agriculture, livestock, fisheries and forestry ......... 6.3% 6.1% 5.4% 5.6% 5.8%
Mining and extractives (including petroleum
AN AS).c.evieiiiieicce e 0.5 0.5 0.6 0.6 0.7
Total primary production ............ceccecevueeveunene 6.8 6.6 6.0 6.2 6.5
Secondary production:
Manufacturing ........c.ceeeveeeerenereneneeeeeseeene 17.9 16.6 17.6 17.3 17.8
CONSLIUCHION. ....vereeiieiieeieieeeeeeeree e 6.2 5.5 44 2.9 3.6
Electricity, gas and water..........ccccecueverienencennenne. 1.1 1.1 1.2 1.3 1.2
Transportation, storage and communication.......... 7.8 7.6 7.4 7.5 7.4
Total secondary production.............ccccvevennenne 33.0 30.9 30.6 29.0 29.9
Services:
Commerce, hotels and restaurants ......................... 14.5 13.7 16.4 16.0 16.0
Financial services, insurance and real estate.......... 10.7 11.1 13.2 12.9 12.9
Community, social and personal services.............. 31.6 31.1 32.8 55.2 34.0
Total SEIVICES ...vveuvevieieieeeieieeieeeeste e 56.8 56.0 62.4 64.0 62.9
Other ..o 34 6.5 0.9 0.7 0.7
TOtal..eceieciecceee e 100.0% 100.0% 100.0% 100.0% 100.0%

Source: Ministry of Economy.
Labor Regulation

During the 1990s, the Government implemented several labor reform packages designed to increase the
flexibility of Argentina’s labor market and the collective bargaining process. The Government sought to remove
regulations that inhibited employers’ ability to adjust their workforce to economic conditions. Important initiatives
in this regard included the removal of regulations that required long-term employment contracts and severance
payments. The Government also adopted measures that permitted certain trial-basis employment contracts,
shortened time frames for notice to be provided prior to termination of employment and a new method for the
calculation of severance pay. The Government adopted several additional reforms in 2000, which, for example,
extended trial-basis employment periods for newly hired workers.

In addition to labor reforms designed to increase flexibility in the labor market, the Government has also
sought to improve the collective bargaining process. For instance, the labor reforms implemented in 2000
eliminated the automatic renewal of collective labor agreements when employers and employees cannot agree on
terms of a new collective agreement, and permitted decentralization of negotiations of collective agreements in order
to allow for bargaining at the company level. These reforms are no longer in effect. The Kirchner administration
has continued investment in a severance program pursuant to which workers laid off during the period immediately
following the enactment of the Public Emergency Law through December 31, 2002 receive 180% of the value of
their scheduled severance (reduced from 200% established by the Duhalde administration).

The passing of the 2000 labor reforms had significant political consequences for the De la Rua
administration, as accusations that certain senators had accepted bribes in exchange for voting for the controversial
labor reform package ultimately resulted in the resignation of then-Vice President Carlos Alvarez on October 6,
2000, although no formal charges or arrests with respect to the accusations have been filed to date.
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Labor unions still exercise significant influence in the collective bargaining process. Both local and
national unions have staged various strikes in recent years to protest high unemployment and labor reforms. Strikes
in 2000, 2001, 2002 and 2003 had brief but significant impacts on transportation and succeeded in bringing
production to a temporary halt in various sectors of the economy, in most cases for periods of a few days at most.
Several of these strikes were accompanied by violent demonstrations.

In addition to formal labor unions, organized committees of picketers, called pigueteros, have participated
in street demonstrations and strikes since the resignation of President De la Rua, which was provoked in part by the
street demonstrations that included piqueteros. Piqueteros continue to significantly influence labor reform and
social policy. They have successfully blocked transportation arteries in and out of the City of Buenos Aires and
elsewhere in the country since they became a presence in 2001. The pigueteros continue to employ similar
strategies to make demands of the Government with respect to labor reform proposals and other social measures. At
present, the piqueteros act in more isolated groups than the broader movement that arose to protest De la Ra’s
policies and they have in some instances used more violent and invasive methods, such as occupying a police
precinct and sit-ins at McDonalds and other foreign-owned businesses. The Kirchner administration maintains
ongoing discussions with representatives of the pigueteros.

For a discussion of certain labor reforms of the Kirchner administration, see “—Poverty and Income
Distribution” below.

Wages and Labor Productivity

The Ministry of Employment and Social Security sets a single minimum wage annually for all sectors of
the economy based on macroeconomic indicators such as GDP growth and inflation. The minimum wage was last
adjusted in January 2004 and is currently Ps.332.4 per month. On December 9, 2004, the Government announced a
Ps.100 increase in the minimum wage, scheduled to take effect on January 1, 2005. The decree authorizing the
increase has not yet been signed. Average monthly wages of employees declined following the devaluation of the
peso and during the economic recession, but began to recover in 2002 and in 2003.

The following table provides the monthly minimum wage for the years indicated:

Monthly Minimum Nominal Wage
(in current pesos)

Year Monthly Minimum Wage % Change from Prior Year
1999 s Ps. 270 1.2%

272 0.9

275 1.1

221 (19.5)

229 32

332 45.5

(1) Minimum wage for 2004 as announced in January 2004.
Source: Ministry of Economy.
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The following table provides the average monthly wage of Argentine employees for the years indicated:

Average Monthly Wage
Nominal®” RealV®

Year In current pesos % change from prior year In constant 1999 pesos % change from prior year
1999....ccvvennne. Ps. 937 1.4% Ps. 929 2.6%

941 0.5 943 1.5
2001 ..o 932 (1.0) 944 0.1
2002....ccceeennen 982 5.3 790 (16.3)
2003 .o 1,086 10.6 770 (2.5)

(1) Calculated based on jobs reported to the Sistema Integrado de Jubilaciones y Pensiones (the Integrated System for Retirement and
Pensions).

(2) Real wages are calculated by adjusting nominal wages by changes in the CPI.

(3) Preliminary figures.

Source: Ministry of Economy.

Poverty and Income Distribution

The economic contraction from 1999 through 2002 significantly increased the level of poverty in
Argentina. From May 1999 through October 2002, the number of people living below the poverty line in the greater
Buenos Aires area increased from 27.1% of the population to 54.3%. The economic recovery starting in the third
quarter of 2002 has slightly reduced the level of poverty. However, as of June 30, 2004, 44.3% of the population
and 33.5% of households in 28 urban centers (including Buenos Aires) still lived below the poverty line.

Assessments about national poverty levels from 1999 through 2003 are based primarily on figures for the
greater Buenos Aires area. In 2001 the Government began to collect poverty statistics for other urban centers in
Argentina, in addition to Buenos Aires. Additionally, in 2003, the Government changed the frequency of
calculating national poverty levels from a bi-annual analysis in May and October to a quarterly analysis. The
measurement of poverty is based on a basket of goods and services (consisting primarily of food, clothing,
transportation, health care, housing and education), which is considered the minimum necessary to sustain an
individual. The basket is valued at market prices, and the resulting threshold is called the poverty line.

The Government historically has undertaken various measures to address unemployment, which is a
principal cause of poverty in Argentina. Although these measures provide additional employment opportunities, the
new jobs offered are often part-time, at low pay and without health and other benefits.

In addition, the Kirchner administration has increased spending on poverty reduction programs, including
the following social welfare programs:

e Plan Manos a la Obra (Hands to Work Program), which provides food to people in need and
community development assistance;

e  Plan Mayores (Seniors’ Plan), which provides stipends for individuals over 70 years of age without a
pension; and

e Plan Jefes y Jefas del Hogar (Heads of Household Program) implemented by the Duhalde

administration and described above under “—Employment and Unemployment”, which provides
Ps.150 per month to certain unemployed heads of household.
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The following table sets forth the poverty levels in the greater Buenos Aires area:

Poverty in the Greater Buenos Aires Area'"

Total Greater
Buenos Aires Area®

Period® Households Population
May 1999........ 19.1% 27.1%
October 1999 . 18.9 26.7
May 2000 .......ceoiieiiieienieee e 21.1 29.7
October 2000 .......oocviieieeieeeie ettt 20.8 28.9
May 2001........ 23.5 32.7
October 2001 . 25.5 354
May 2002........ 37.7 49.7
October 2002 42.3 54.3
May 2003 ...ttt 394 51.7

(1) The poverty line is based on the average cost of a basket of essential goods and services during a given period, which varies depending on
the characteristics of each individual and each household. For instance, men between the ages of 30 and 59 that earned less than Ps.229.1
per month during May 2003 lived below the poverty line. For households, a family of four (two adults, one male age 35 and one female age
31, and two children ages 5 and 8) that earned in total less than Ps.708 per month during May 2003 lived below the poverty line.

(2) The population of the greater Buenos Aires area represents approximately 34% of the total population.

(3) Income corresponds to the immediately preceding month.

Source: Ministry of Economy.

In Argentina, the top 10% of the population in terms of annual income account for more than one third of
total national income, while the top 20% account for more than half of total national income. As of June 30, 2004,

the top 10% of the population in terms of annual income accounted for 36.8% of total national income, while the top
20% accounted for 53.1% of total national income.

The table below sets forth figures on the distribution of income as of the dates indicated:

Evolution of Income Distribution
(% of total national income)

As of May 31,

Income group 1999 2000 2001 2002 2003
LoWest 4090 ....c.ceivireneicicininieeceeeseeene 13.3% 13.2% 12.8% 12.2% 12.7%
NEXE 20%0 .t 13.9 13.7 13.8 13.5 133
NEXt 20%0 . 21.8 21.6 21.6 21.3 21.5
Highest 20% .. 51.1 51.5 51.8 52.9 52.6
Highest 1090 ..c.cvvvevinveeiniciicceceneeeeceenne 344 345 35.1 36.3 35.6

Source: Ministry of Economy.
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Role of the State in the Economy
Regulation of the Economy

The Government has begun to reassess the ambitious program to liberalize and deregulate the Argentine
economy that was implemented during the 1990s. As part of this program, the Government privatized the majority
of state-owned enterprises, transferred to private sector management many public services, liberalized trade,
removed Government controls, simplified regulations and reduced the size of the public sector. In response to the
latest economic crisis, the Government re-introduced several state controls, most notably the restrictions on bank
withdrawals and capital transfers. Although the economic recovery that began in the second half of 2002 allowed the
Government to lift many of the restrictions, some remain. For a discussion of these restrictions see “Monetary
System—Regulation of the Financial Sector.”

While the Kirchner administration does not seek a return to the state-led capitalism that characterized the
Argentine economy prior to the 1990s, it has identified areas where it intends to increase and improve state
regulation, supervision and involvement. Recent initiatives in this regard include:

o the reversal, through the revocation of the concession under which it previously operated, of the
privatization of Argentina’s postal service (Correo Argentino);

e the creation of a national airline (Lineas Aereas Federales S.A.);

o the creation of a state-owned energy company, ENARSA, in response to the recent energy crisis. The
new company will increase investment in oil and gas exploration and on expanding Argentina’s gas
pipelines;

o the reversal, through the revocation of the concession under which it previously operated, of the
privatization of Thales Spectrum, the company that previously administered the airwaves in Argentina;

e the announcement in June 2004 that the Gral-Belgrano railroad will be privatized; and

e increased regulation of utility companies, including a continued Government-imposed freeze on utility
rates.

Privatizations

Argentina’s privatization program during the 1990s was far-reaching. In total, more than 81 public sector
enterprises were privatized, in whole or in part, from 1989 through 2002. The privatized companies included
ENTEL (the national telecommunications company), Gas del Estado (the national natural gas company), SEGBA
(the electricity company serving the Buenos Aires area), Yacimientos Petroliferos Fiscales (YPF) (the national oil
company) and Aerolineas Argentinas (the national airline). The majority of these privatizations took place in the
first half of the 1990s. The privatization program significantly impacted public sector employment during the early
1990s, which resulted in substantial public sector savings. In 2000, the national public sector employed 291,287
people, as compared with approximately one million people in 1991. As of December 31, 2002, the national public
sector employed 265,954 people.

In the second half of the 1990s the rate of privatizations slowed significantly as the Government had
already privatized a substantial portion of its companies. Several privatizations occurred during the period from
1999 through 2001, however, including the Government’s sale of 49% of the common stock of Banco Hipotecario
Nacional, the national mortgage bank, for U.S.$307.5 million.

Proceeds from privatizations from 1990 through 1999 totaled approximately U.S.$23.8 billion, U.S.$19.4
billion of which was allocated to the Government and U.S.$4.4 billion of which was allocated to the provinces. The
majority of the funds for investment in previously state-owned entities were provided by foreign lenders and
investors.
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As of June 23, 2004, Government retained share ownership in the following companies:

Enterprises % Government-owned
Railways:
Ferroexpreso Pampeano S.A. ... 16%
Nuevo Central Argentino S.A. .....ccooivirieiieiirieereere e 16
Ferrosur Roca S A. ..o e 16
América Latina Logistica Central S.A.......ccccooiiiiiniiiininiineneeeeeeeeeeee 16
América Latina Logistica MeSOpOtamico S.A.........ccccouevveirvininenenieieeninennens 16
Belgrano Cargas S.A. .....c.oiciiiiinereeeet e e 1
Water and Electric:
Central TErmica GUEIMES. .....c.ccvruirieriiriiieieieieeterteste ettt e 30
Centrales Térmicas Patagonicas S.A. .......cccoveveieiriniiineneeeeee e 13
Central DIqUeE S.A. ..o 49
Hidroélectrica Piedra del Aguila .......ccccooieiiniiiiiiiniiniiieeeeceeeeeeeen 26
TIANSPA S A .ottt 6
Aerolineas Argentinas S.A........coccoveieiririinenieieteeee sttt sttt 0.807
YPE oot 1000 Golden Shares'"
Papel Prensa SLALC.F. y de M. .o 27.46
Banco de 1a Nacion ATZEeNtiNa .........ccceeveruieeerierierienieetenieeiesieeeeneeeseessesseessesseessesseens 100
Banco de Inversion y Comercio EXterior S.A. ..o 100
Banco HIPOTECATIO .....e.veuieuieiiiiirieieieiei et 44
EdCadassa .......c.coiiuiiuiiiiiiiieic et 55

(1) The Government owns 1,000 of the Class A shares of YPF, which give it certain veto rights with respect to corporate actions such as
mergers and changes of control.
Source: Ministry of Economy.

Concessions

In 1967, the Government enacted a law authorizing the granting of concessions to operate public projects.
During the 1990s, some public services and state-owned entities were partially privatized through Government
concessions. The sectors of the economy in which the largest number of concessions were granted included
communications, highway and road construction, transportation, and oil and gas exploration and production.

After the devaluation of the peso, in February 2002 the Duhalde administration passed a decree requiring
the Ministry of the Economy to renegotiate public services concession contracts through the authority of the
Commission for the Renegotiation of Contracts for Public Works and Services established pursuant to this decree.
The role of the Commission is to renegotiate concession contracts in order to establish new tariff structures for the
public services involved, improve the services involved, increase security and increase profits. During the first
phase of the renegotiations, of the 61 total public service concession entities, 58 were required pursuant to the
renegotiation process to present reports to the Commission to allow the Commission to evaluate the status of each
concession. The three remaining public service concessions, Correo Argentino (Argentina’s postal service), Thales
Spectrum (the company that administered Argentina’s airwaves) and Metropolitano (the company that operates the
San Martin, Roca and Belgrano railways), were recently revoked. The revocation of Metropolitano’s concession,
however, has been suspended pending definitive judicial resolution of the matter.

The second phase of the concession renegotiation process involved meetings and discussions between each
concessionaire and the Commission. To date, the Commission has reached an interim agreement with Aguas
Argentinas S.A., (regarding its water concession) and letters of understanding with Telefonica Argentina S.A. and
Telecom Argentina S.A. (regarding their telecommunications concessions). The Government is also making
progress in its negotiations with 35 additional concessionaires. The Government, however, can offer no assurance
that these negotiations will be successful or completed on schedule, since they depend on various factors beyond the
Government’s control, including the willingness of the concessionaires to reach an agreement on the Government’s
proposed terms.

Several arbitration proceedings have been brought before the International Centre for the Settlement of
Investment Disputes, or ICSID, by foreigners that invested in Argentine utilities during the privatizations of the
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1990s. These cases are based primarily on the mandatory pesification of utility rates following the collapse of the
Convertibility regime or on the early termination of concession agreements.

Environment

During the 1990s, Argentina initiated various measures to regulate, monitor and improve environmental
standards comparable to measures enacted during that period in the United States and European countries, which
include the creation of a national registry of producers and handlers of hazardous wastes that requires payment of
annual fees based on earnings and the volume of hazardous handled. The majority of these measures required
industrial companies to meet more stringent safety standards. In the 1990s the Government required purchasers of
state-owned entities pursuant to its privatization efforts to comply with certain environmental standards. However,
these reforms proved largely ineffective during this period as monitoring and enforcement efforts lagged behind
changes to regulations. Argentina is a member of the Kyoto Protocol to curb greenhouse gas emissions and hosted a
conference of the Kyoto Protocol signatories in Buenos Aires in 1998.

As a result of the lack of monitoring and enforcement to ensure compliance with environmental standards,
among the significant environmental issues in Argentina today are the regulation and remediation of water and air
pollution and the disposal of hazardous wastes, the effects of deforestation and the effects of increased
hydroelectricity generation.
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FOREIGN TRADE AND BALANCE OF PAYMENTS
Balance of Payments
Introduction

The balance of payments accounts are used to record the value of the transactions carried out between a
country’s residents and the rest of the world. Argentina’s balance of payments accounts consist of two accounts: the
current account, a broad measure of the country’s international trade, and the capital and financial account, which
measures the country’s level of international borrowing, lending and investment. A surplus in the balance of
payments accounts indicates that the amount of foreign currency entering the local economy (either from trade,
lending or capital investments) exceeds the amount of foreign currency leaving the local economy. A deficit in the
balance of payment accounts would indicate the opposite. A country’s international reserves (i.e., the amount of
foreign currencies and foreign-currency denominated assets), which in Argentina are held by the Central Bank,
would increase when the country registers a balance of payments surplus and would decrease with a balance of
payments deficit.

Several factors tend to affect a country’s trade balance. The most important are:

e the relative rate of economic growth of a country as compared to that of its trading partners —
generally, if a country’s economy grows faster than that of its trading partners, its relative level of
consumption of goods and services will tend to rise, and its level of imports will tend to increase more
rapidly than its level of exports;

o the relative level of domestic prices against foreign prices as reflected by the real exchange rate —
generally, if a country’s domestic prices rise relative to those of its trading partners, there is a tendency
for the country’s level of exports to decline and for its level of imports to increase;

e changes in production costs, technology, and worker skills — more efficient production will tend to
lower production costs, which in turn will tend to lower prices. As prices fall, there will be a tendency
of the country’s level of exports to increase; and

e changes in consumer tastes, which may affect the demand for a country’s goods and services abroad
and the demand for foreign products in the domestic market.

The capital and financial account generally depends on the relative level of return that investors may expect
from investments in Argentina as compared to other competing markets. As such, it is affected by the factors listed
above, but also by the interest-rate levels abroad and market perceptions about the stability and risk associated with
the Argentine economy.

Argentina’s methodology for calculating the balance of payments closely conforms to international
statistical norms recommended by the IMF. See “Certain Conventions.” In the discussion below, we refer to
Argentina’s capital and financial account as the capital account.

Overview

Argentina’s balance of payments played a pivotal role in the economic downturn that gripped the economy
beginning in late 1998. During the Convertibility regime, the Argentine economy grew heavily dependent on a
steady inflow of foreign capital to finance its recurring dual deficits, in its current account and in the Government’s
fiscal accounts.

The growing dependency on foreign capital was also the byproduct of the Convertibility regime. The

Central Bank relied heavily on foreign capital inflows to maintain the value of the peso. Without them, it risked
depleting its international reserves to protect the currency. Moreover, the rigid link imposed by the Convertibility
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regime between the Central Bank’s international reserves and the monetary base meant that changes in foreign
capital flows automatically affected the country’s level of reserves and its money supply.

Throughout most of the 1990s, the capital inflows on which Argentina relied materialized, as the free-
market reforms adopted by the Government and the economic expansion fueled a growing appetite among foreign
investors for Argentine assets and investments. As result, throughout most of the 1990s Argentina registered
surpluses in its capital account, which offset its current account deficits. The flow of foreign capital into Argentina,
however, was volatile, due in part to the elimination of restrictions on capital flows.

1998-2001

Between the last quarter of 1998 and the fall of 2001, several factors triggered a significant reduction in net
capital inflows to the Argentine economy, including the following.

e several international financial crises beginning with the Russian financial crisis in October 1998 and
culminating with the collapse of Turkey’s exchange rate regime in February 2001. These crises
undermined confidence in emerging markets and the sustainability of fixed exchange rate regimes such
as the Convertibility regime. Of these crises, the devaluation of the Brazilian real in January 1999 had
the most significant adverse impact on the Argentine economy;

o the decision by the U.S. Federal Reserve in June 1999 to begin increasing its federal funds rate (the
rate for short-term interbank loans to cover the Federal Reserve’s daily reserve requirements) in
response to the fast growth of the U.S. economy in the late 1990s. This decision triggered a sharp rise
in U.S. interest rates that continued until January 3, 2001. The more appealing investment
environment in the United States tended to drive foreign investors away from Argentine investments
and raised the borrowing costs for Argentine debtors, as foreign investors demanded a greater rate of
return to invest in Argentina; and

e the Government’s growing fiscal deficit, which fueled doubts about the Government’s ability to
service its debt.

The decline in net capital inflows had several adverse effects on the Argentine economy. It triggered a
decline in gross investment that plunged the country into recession and led to deficits in the balance of payments
accounts beginning in 2000. These deficits meant that more dollars were leaving the Argentine economy than were
coming in, creating conditions for a devaluation of the peso. Due to the requirements of the Convertibility regime,
the Central Bank sold dollars to maintain the one-to-one exchange rate. This, in turn, resulted in a contraction of the
monetary base, further dampening economic activity.

The deficit in the balance of payments accounts starting in 2000 also resulted in part from the relative slow
reduction in Argentina’s current account deficit. This slow adjustment was attributable to two factors:

e Argentina devoted considerable amounts to service its external debt. This resulted in persistently high
deficits in financial services trade (net of interest and dividends); and

o the Convertibility regime prevented a devaluation of the currency and thus forestalled a more
pronounced increase in exports.

2002-2003

The end of the Convertibility regime and subsequent devaluation of the peso resulted in a significant
decline in imports in 2002, which yielded a surplus in Argentina’s current account. This surplus offset the continued
capital flight from the Argentine economy, resulting in a reduction of Argentina’s balance of payments deficit. In
2003, Argentina achieved a balance of payments surplus for the first time since 1999. The improvement in 2003
was fueled by an increase in exports and a reduction in capital flight, both of which were tied to the economic
recovery.
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First Six Months of 2004

During the first six months of 2004, Argentina registered net capital inflows for the first time since 2001,
resulting in a surplus in the country’s capital account of U.S.$1.6 billion, as compared to a U.S.$2.2 billion deficit
during the first six months of 2003. This increase in net capital inflows reflected greater borrowing by Argentina’s
non-financial private sector for investments and working capital. The shift in the capital account from a deficit to a
surplus was partly offset by a reduction in Argentina’s current account surplus, from U.S.$4.8 billion during the first
six months of 2003 to U.S.$2.0 billion during the first six months of 2004. This decline resulted from an increase in
the level of imports, which outpaced the increase in the level of exports. It also reflected an increase in the outflow
of earnings and dividends, reflecting improved economic conditions. As a result of the shift in its capital and current
accounts, Argentina’s balance of payments surplus increased from U.S.$1.7 billion during the first six months of
2003 to U.S.$3.5 billion during the first six months of 2004.

The following table sets forth information on Argentina’s balance of payments for the periods indicated:
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Current Account:

Exportsm .....................................
ImportsG) .....................................
Trade balance ..........cccccueee..
Non-financial services, net™ .......

Financial Services:
Interest, net........ccoevvveeeeeeennnns
Dividends, net.......c..ccovvvennee...
Other income...........coevveeeunneen.
Total financial services, net...
Current Transfers, net..................
Total current account.........

Capital and Financial
Account:
Financial account:
Central Bank®.......ooovvevvenne..
Other financial entities®
Non-financial public sector'” ..
Non-financial private
SECtOr® Lo,

Capital account®

Capital and financial account

Errors and omissions .............
Balance of payments..........

Change in gross international
reserves deposited in the
Central Bank'?

(1) Preliminary figures.

Balance of Payments

(in millions of U.S. dollars)

Six months ended

June 30,
1999 2000 2001 200200 20030MD 20030V 20041 D
U.S.$23,309  U.S.826,341 U.S.826,543  U.S.$25,709  U.S.$29,566  U.S.$14,680  U.S.$16,567
24,103 23,889 19,158 8,473 13,118 5,525 9,582
(795) 2,452 7,385 17,236 16,448 9,156 6,985
(4,166) (4,318) (3,944) (1,661) (1,560) (819) (1,049)
(5,852) (5,921) (7,471) (7,213) (7,140) (3,566) (3,355)
(1,616) (1,609) (258) 230 (868) (214) (968)
11 8 4 (16) 17) O) (12)
(7,457) (7,522) (7,725) (6,999) (8,025) (3,789) (4,335)
457 404 430 570 596 295 352
(11,960) (8,984) (3,853) 9,146 7,459 4,843 1,954
(1,033) 762 10,743 (1,808) (868) (307) (498)
2,363 (695) 845 (765) (2,133) (1,061) (909)
10,886 8,258 (3,385) 3,618 4,636 1,681 2,469
1,407 305 (13,798) (13,190) (4,182) (2,529) 568
13,623 8,631 (5,595) (12,145) (2,547) (2,215) 1,630
86 106 157 406 70 32 4
13,709 8,737 (5,439) (11,739) (2,476) (2,183) 1,633
(548) (192) (2,791) (1,929) (1,396) (933) (134)
1,201 (439) (12,083) 4,521) 3,587 1,727 3,453
U.S.$1,201 U.S.$(439) U.S.$(12,083)  U.S.$(4,521) U.S.$3,587 U.S.$1,727 U.S.$3,453

(2) Exports are calculated on a free on board (“FOB”) basis.
(3) Imports are calculated on an FOB basis.
(4) Includes import and export freight and insurance fees paid to non-residents.
(5) Includes transactions between the Central Bank and foreign entities such as the IADB, the IMF and other foreign creditors.
(6) Net assets or liabilities of financial entities (other than the Central Bank) with respect to foreign creditors.
(7) Includes operations of the national government, provincial governments and municipal governments with foreign parties.
(8) Includes operations of the private sector with foreign parties.
(9) Includes certain non-recurring capital transfers (such as debt forgiveness or capital brought into Argentina by immigrants) and the transfer of

certain non-financial assets or intangible assets (such as intellectual property).
(10) Does not include the value of bonds issued by the Government and held as reserves by the Central Bank.

(11) In 2002, 2003 and 2004 unpaid and accrued interest amounts were reflected in the current account on an accrual basis and reflected in the
capital account as a financial inflow.

Source: Ministry of Economy.

Since 2002, unpaid interest amounts on Argentina’s external debt were reflected in the current account on

an accrual basis as if payments had been made. To offset this accounting treatment, these unpaid amounts were

reflected in the capital account as a financial inflow.
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Evolution of Balance of Payments

In 1999, the surplus in Argentina’s balance of payments began to decrease, declining 65.1% to U.S.$1.2
billion, as a result of a decrease in the net capital flowing into the Argentine economy. This trend continued in 2000,
turning the surplus into a U.S.$439 million deficit, and accelerated in 2001, as net capital inflows turned for the first
time since 1991 into net capital outflows. In 2001, the balance of payments deficit reached U.S.$12.1 billion (4.5%
of GDP).

During 2002, the deficit in the balance of payments decreased 62.6% to U.S.$4.5 billion, reversing the
trend of prior years. In 2003, Argentina registered a surplus in its balance of payments accounts of U.S.$3.6 billion,
resulting from a 78.9% decrease in the country’s capital account deficit, which was partly offset by a 18.4%
reduction in Argentina’s current account surplus.

Current Account

The current account deficit fell 17.6% in 1999, 24.9% in 2000 and 57.1% in 2001, finally turning into a
U.S.$9.1 billion surplus in 2002, which decreased 18.4% to U.S.$7.5 billion in 2003.

These adjustments were caused primarily by changes in the level of imports of goods, which declined from
1999 through 2001 due to the reduction in domestic demand, and in 2002 as a result of the devaluation of the peso.
Imports recovered in 2003 due to the appreciation of the peso and the beginning of the recovery of the Argentine
economy. Exports of goods remained relatively more stable than imports from 1999 through 2003.

From 1999 through 2003, Argentina registered deficits in its non-financial services trade, although this
deficit declined significantly in 2002, in part as a result of the devaluation of the peso. During this period,
Argentina’s significant external indebtedness weighed heavily on its current account balance due to the considerable
amounts devoted to service this debt, which resulted in large deficits in financial services trade.

Exports

Exports decreased 11.8% in 1999, due to the devaluation of the Brazilian real and sluggish growth in the
Brazilian economy (Argentina’s largest export market), which reduced demand for Argentine goods. In 2000,
however, exports increased 13.0%, returning to the levels seen prior to the devaluation of the real, as a result of the
growth of the Brazilian economy during that year. In 2001, the level of exports registered almost no change,
increasing by less than 1%. The level of exports in 2001 was only U.S.$109 million or 0.4% higher than the level of
exports in 1998.

In 2002, following the end of the Convertibility regime, there was a 3.1% reduction in exports. Although
the devaluation of the peso in January 2002 tended to boost the competitiveness of Argentine goods abroad, the
following factors undermined the level of exports during 2002:

o the collapse of the banking sector at the end of 2001, which significantly undercut credit to Argentina’s
export producers, thus increasing their borrowing costs and limiting their ability to meet rising demand
abroad for Argentine products; and

o the rise in the price of imported intermediate and capital goods, which increased the production costs
of Argentine exporters.

In 2003, exports increased 15.0%, notwithstanding the economic slowdown that affected certain of
Argentina’s main trading partners (Brazil and certain European countries). This increase in exports was attributable
primarily to an increase in the international prices of oil and other commodities (such as wheat and soy) and a
significant increase in Argentine soy production, which resulted in greater exports of soy-based products.
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Imports

The shift in the current account between 1999 and 2002 resulted primarily from a significant decline in
imports. Imports fell 18.4% in 1999, 0.9% in 2000, 19.8% in 2001 and 55.8% in 2002. By 2002, imports had
dropped by a total of U.S.$21.1 billion from their 1998 level, a 71.3% decline.

The decline in imports between 1999 and 2001 resulted primarily from the recession, which reduced
consumer demand, including demand for foreign goods. The less-pronounced reduction in imports in 2000 reflected
the more moderate decline of the Argentine economy during that year, as compared to other years of the recession.
The decline in imports in 2002 resulted from the combined effect of the recession and the devaluation of the peso,
which increased the price of foreign goods.

In 2003 this trend was reversed, as imports increased 54.8% as compared to 2002. This increase in imports
resulted from the following factors:

e the growth of the Argentine economy during 2003, which generated greater domestic demand for
foreign products; and

o the appreciation of the local currency, which made foreign products relatively cheaper.

Despite the increase in imports during 2003, total imports during that year remained significantly below the
historic levels registered during most of the 1990s.

Merchandise Trade Balance

As aresult of the sharp reduction in imports and the relatively stable level of exports, between 1999 and
2002 there was a significant shift in Argentina’s merchandise trade balance, from a U.S.$795 million trade deficit in
1999 to a U.S.$2.5 billion surplus in 2000. This surplus subsequently increased 201.2% in 2001 and 133.4% in
2002. This significant turnaround in the merchandise trade balance was the principal cause for the shift in
Argentina’s current account between 1999 and 2002. In 2003, this trend was reversed, as the trade surplus
decreased 4.6% due to a 54.8% increase in imports during that year (compared to a 15.0% increase in exports).

Non-Financial Services Trade

The non-financial services trade balance reflects the amount of services (other than financial services,
encompassing payments of interest, dividends and other income) that Argentine residents purchase outside
Argentina, relative to the amount of non-financial services that foreigners purchase in Argentina. For instance, a
deficit in non-financial service trade would indicate that the value of non-financial services purchased by Argentine
residents outside Argentina exceeds the value of non-financial services purchased in Argentina by foreigners.
Argentina’s non-financial services account reflects in part Argentina’s overall level of trade in goods, since it
includes the freight and insurance services associated with these transactions.

The services sector (excluding financial services) consistently registered a trade deficit from 1999 through
2003, although this deficit decreased by a total of 62.9% during this period. The deficit in non-financial services
from 1999 through 2001 was one of the factors that slowed the reduction in the current account deficit needed to
offset the reduction in net capital inflows that began in the second half of 1998.

The deficit in non-financial services trade declined 7.5% in 1999, as the economic recession undercut
domestic demand for foreign services, but increased again in 2000 (by 3.7%), reflecting the less pronounced
economic contraction during that year. In 2001, the trade deficit in non-financial services again declined (by 8.7%),
as economic conditions deteriorated.

A more drastic adjustment in the non-financial services trade finally materialized in 2002, when the deficit
declined by 57.9%. This decline resulted from the following factors:
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o the devaluation of the peso and the various restrictions on capital flows imposed by the Government
significantly curtailed the ability of the Argentine public to travel and purchase foreign services; and

e the reduction in Argentina’s trade of goods during that year, which reduced the value of freight and
insurance services purchased in connection with Argentina’s export and import transactions.

The deficit continued to decline in 2003, but only by 6.1%. This decline was driven primarily by a surge in
tourism in Argentina and by an increase in services related to import transactions, which increased during this year.

Financial Services Trade

The financial services trade balance reflects the net amount of dividends, interest and other financial
income flowing into and out of Argentina. For example, a deficit in net dividend payments would indicate that
Argentine companies pay more in dividends to foreign shareholders than what foreign companies pay in dividends
to Argentine shareholders.

Between 1999 and 2002, significant deficits in financial services trade (net interest and dividend payments)
continued to weigh heavily on Argentina’s current account, reflecting high levels of external debt service,
particularly from the public sector.

Following a steady rise that began in 1994, by 1998 the deficit in net interest and dividend payments had
come to represent approximately 51% of the current account deficit. Although this deficit in financial services
stabilized after 1998, increasing by no more than 1% in each of 1999 and 2000 and by 2.7% in 2001, the sustained
high levels of external debt service prevented a more rapid reduction of the current account deficit needed to offset
the drastic changes taking place in the capital account.

The relative stability in the financial services deficit from 1999 through 2001 reflected the divergent trends
of interest payments and dividends during this period. While dividend payments flowing out of Argentina decreased
due to the effects of the economic recession on corporate profits, the amount of interest payments flowing out of
Argentina continued to increase, reflecting both an increase in the total amount of external debt owed by Argentine
debtors (particularly the Government) and the rise in the interest rates charged on this debt.

In 2002, however, the deficit in financial services trade declined 9.4%, resulting from:

e ashift in net dividend payments, from a U.S.$258 million deficit in 2001 to a U.S.$230 million surplus
in 2002. This shift in dividend payments resulted in part from the combined effect of the recession and
the devaluation of the peso, both of which reduced the profits of Argentine companies with foreign
shareholders. It also reflected the restrictions on foreign exchange transactions imposed by the
Government in 2002 (for a description of these restrictions see “Monetary System—Foreign Exchange
and International Reserves”); and

e a3.5% reduction in the net amount of interest payments made by Argentine residents to foreign
creditors. This reduction in interest payments reflected the decline in international interest rates during
this period. A more significant reduction in the deficit of net interest payments was not reflected
despite the widespread defaults by Argentine debtors (including the Government) and the restrictions
on foreign exchange transactions imposed by the Government, since deferred interest payments were
accounted for on an accrual (and not a cash) basis and thus appeared as having been paid for purposes
of financial services trade. To offset this accounting treatment, the amount of deferred interest
payments is reflected as a capital inflow under the capital account.

In 2003, the financial service deficit increased 14.7% to U.S.$8.0 billion, as a result of a shift in net
dividend payments, from a U.S.$230 million surplus in 2002 to a U.S.$868 million deficit in 2003. This shift in net
dividend payments reflected the growth of the Argentine economy during this year, which increased corporate
profits and thus the amount of dividends paid by Argentine companies to foreign shareholders, and the lifting of
restrictions on capital transfers. This trend in the net dividend payments was partially offset by a 1.0% reduction in
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the net amount of interest payments made by Argentine residents to foreign creditors. This decline in net interest
payments again reflected the reduction in international interest rates and also the reduction in the total amount of
debt owed by Argentine companies, as they began to restructure their debt.

Capital Account

1999

In 1999, Argentina registered a 25.3% drop in its capital account surplus to U.S.$13.7 billion, as the
reduction in net capital inflows originally triggered by the Russian financial crisis accelerated due to:

o the devaluation of the Brazilian rea/ in January 1999; and
o the decision by the U.S. Federal Reserve in June 1999 to begin raising U.S. interest rates.

The reduction in net capital inflows in 1999 affected the entire private sector and the entire financial sector
(including public and private financial institutions). Only the non-financial public sector continued to see a rise in
capital inflows during 1999, mainly as result of the sale of the Government’s remaining stake in YPF (the state-
owned energy company) to Spain’s Repsol S.A.

2000

The capital account surplus dropped 36.3% in 2000 to U.S.$8.7 billion. During this year the Argentine
economy entered a contractive cycle and investors were less willing to commit capital to the Argentine economy.

In 2000, the reduction in net capital inflows encompassed both the private and non-financial public sectors
of the economy. Inflows to the Central Bank increased, however, as it increased borrowings in order to maintain its
international reserves at the level required by the Convertibility Law.

2001

In 2001, Argentina registered the first deficit in its capital account in almost ten years, as Argentines braced
for the imminent collapse of the Convertibility regime, triggering a run on bank deposits and a rush to convert pesos
into dollars and pull them out of the Argentine economy. This capital flight, coupled with the reluctance of foreign
investors to invest in the Argentine economy, plunged the capital account into a U.S.$5.4 billion deficit in 2001,
from a U.S.$8.7 billion surplus in 2000.

In 2001, net capital flows to the non-financial private sector plunged to a U.S.$13.8 billion deficit from a
U.S.$305 million surplus in 2000. Similarly, net capital flows to the non-financial public sector dropped to a
U.S.$3.4 billion deficit in 2001 from a U.S.$8.3 billion surplus in 2000.

In 2001, capital inflows to the private financial sector increased, resulting in a U.S.$845 million surplus,
compared to a U.S.$695 million deficit in 2000. This increase resulted from the repatriation of reserves held by
Argentine financial institutions abroad in response to the Central Bank’s decision in November 2001 to lower the
limit on the reserves financial institutions could maintain outside Argentina.

In 2001, net capital inflows to the Central Bank increased to a U.S.$10.7 billion surplus, reflecting
disbursements from the IMF under the aid packages it provided to Argentina in December 2000 and August 2001.
The proceeds from these IMF loans were channeled through the Central Bank and were partly intended to increase
the Central Bank’s international reserves.
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2002

In 2002, the capital account deficit increased an additional 115.8% to U.S.$11.7 billion, as significant
capital flight continued to plague the Argentine economy, despite the Government restrictions on foreign-exchange
transactions and transfers of funds from Argentina. This deficit reflected:

e aU.S.$1.8 billion deficit in capital flows to the Central Bank, compared to a U.S.$10.7 billion surplus
in 2001. This shift resulted from the suspension of disbursements from the IMF due to the
Government’s inability to meet agreed-upon fiscal targets. Additionally, the end of the Convertibility
regime in January 2002 relieved the Central Bank of its obligation to maintain international assets
equivalent to 100% of the monetary base, which reduced its need to obtain foreign capital; and

e aU.S.$765 million deficit in capital flows to financial institutions (other than the Central Bank),
compared to a U.S.$845 million surplus in 2001. This shift reflected primarily the fact that in the prior
year private financial institutions had repatriated their foreign reserves in order to comply with new
minimum reserve requirements implemented by the Central Bank.

The results for the capital account in 2002 are partly distorted by the accounting treatment of past-due
interest on debts owed by Argentine residents and the Government. Since these amounts were recorded on an
accrual basis, and thus appear as having been paid under the current account, they appear as a capital inflow in the
capital account. The amounts of past-due interest in 2002 were as follows:

e U.S.$3.6 billion for the non-financial public sector;

e U.S.$603 million for the non-financial private sector; and

e  U.S.$44 million for public and private financial institutions (other than the Central Bank).

The accounting treatment of these past-due interest payments accounted for the U.S.$3.6 billion surplus in
net capital inflows to the non-financial public sector in 2002. It also accounted for a 4.4% reduction in the deficit of
capital flows to the non-financial private sector during the same year.

2003

In 2003, Argentina’s capital account deficit decreased 78.9% to U.S.$2.5 billion. This decrease resulted
primarily from a 68.3% decrease in the deficit of capital flows to the non-financial private sector, to U.S.$4.2
billion, as a result of renewed confidence in the Argentine economy and the appreciation of the peso.

Net capital flows to the Central Bank also increased, resulting in a 52.0% reduction in the corresponding
deficit to U.S.$868 million. This increase reflected renewed disbursements from multilateral lenders, some of which
were channeled through the Central Bank.

Net capital flows to financial institutions other than the Central Bank, however, continued to decrease,
resulting in a 178.9% increase in the corresponding deficit to U.S.$2.1 billion. This decrease reflected the lower
need of Argentine financial institutions to seek external funding, due to their increased level of liquidity and the lack

of demand for credit. See “Monetary System—Assets and Liabilities of the Financial System.”

Only the non-financial public sector registered a capital surplus of U.S.$4.6 billion in 2003 (a 28.2%
increase over the surplus in 2002), as a result of:

e the accrual accounting treatment applied to past-due interest on Argentina’s external debt, which
increased by U.S.$222 million in 2003 to U.S.$3.9 billion; and

e renewed disbursements to the Government from multilateral lenders.
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In 2003, past-due interest totaled U.S.$189 million for the non-financial private sector (a decrease of
U.S.$414 million from the previous year) and U.S.$42 million for financial institutions (a decrease of U.S.$2 million
from the previous year). The accrual accounting treatment of these amounts as capital inflows reduced Argentina’s
capital account deficit.

Trade Regulation

Until the beginning of the 1990s, Argentina’s was a relatively closed economy, modeled around import-
substitution policies and with significant trade barriers. Although certain reforms were pursued from the 1960s
through the 1980s to liberalize trade, it was only during the Menem administration in the 1990s that significant trade
liberalization measures were implemented. These measures included:

e the creation in 1991, along with Brazil, Paraguay and Uruguay, of the Mercosur Common Market, a
customs union intended to eliminate all tariffs between member countries by 2006 and to establish
common external tariffs;

e areduction of import tariffs and the elimination of most non-tariff barriers; and

e the elimination of export taxes and the introduction of tax reimbursements to exporters of amounts
they paid on internal taxes, such as income and value-added tax, or VAT. The amount of these
reimbursements is determined by applying a rate established by the Government to the value-added by
an exporter to its export products.

Trade policies remained relatively stable during the 1990s, marked by few export tariffs and low import
tariffs applicable to certain sectors of the economy.

Measures Adopted Prior to the Collapse of the Convertibility Regime

In response to the economic downturn, in 2001 the Government began to implement a series of trade
policies, including the following:

e  Tax advantages. The Government implemented a series of tax measures to stimulate export growth.
These measures included tax advantages for export companies and for companies in sectors of the
economy heavily dependent on exports, such as the cargo transportation and the agricultural and
livestock sectors. Additionally, companies in targeted industries were generally allowed to credit their
social security contributions and other select taxes (such as fuel taxes for cargo companies) towards
their VAT obligations.

e Reduction in import tariffs for capital goods. The Government also lowered import tariffs on capital
goods with the goal of promoting capital investment. It sought to offset the resulting loss of revenue
by raising import tariffs on consumer goods. As of December 31, 2003, tariffs on consumer goods
ranged from 0% to 35%, although certain products, such as textiles, footwear and toys were exempted.
See “Public Sector Finances—Tax Regime—Taxes on Foreign Trade.”

e Reduction of tax reimbursements. To bolster its finances, the Government reduced tax reimbursements
to exporters by 7% (in September 2001 certain of these reimbursements were increased to their
original level to avoid a reduction of exports).

In general, the various trade policies adopted during 2001 failed to stimulate the domestic economy or to
materially affect the trade balance. Many (though not all) were reversed following the end of the Convertibility
regime on the expectation that the devaluation of the peso would be sufficient to correct any imbalances in
Argentina’s current account.
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Measures Adopted After the Collapse of the Convertibility Regime

In 2002, following the collapse of the Convertibility regime, the Government introduced trade measures
intended to increase Government revenues and stem the outflow of foreign currencies. These measures included the

following:

Export taxes. The Government sought to capitalize on the expected surge in exports following the
significant devaluation of the peso by introducing a series of exports taxes on a variety of products. Set
forth below are the export tax rates that were in effect, with certain minor exceptions, on June 30, 2004:

—  25% on exports of crude oil;

—  20% on exports of oils, grains and products derived from soy and sunflower (and additional rate of
3.5% was applied on exports of oilseeds such as soy);

— 10% on exports of certain regional products such as fruits, honey, rice and vegetables;

— 5% on exports of gasoil (except for exports of two derivatives of gasoil, to which a 20% rate
applied); and

— 5% on all other exports.

Restrictions on foreign-exchange transactions. The Government also adopted restriction on foreign-
exchange transactions related to export and import activities, in order to stem the outflow of foreign-
currency reserves from the Argentine economy. For a description of these measures see “Monetary
System—Foreign Exchange and International Reserves.”

Reduction of tax reimbursements. The Government in 2002 further reduced tax reimbursements to
exporters by 50%. As of December 31, 2003, these reimbursements range between 1.35% and 6% of
the value of the exported product.

The Government has benefited from the recent increase in international oil prices (from an average of
U.S.$26.09 per barrel of Western Texas Intermediate (WTI) crude oil in 2002, to an average of U.S.$31.11 per
barrel of WTI in 2003 and U.S.$36.57 per barrel of WTI in the first half of 2004), due to the export taxes it collects
on petroleum products. In August 2004, the Government modified the rate of this tax to vary according to
international oil prices. The new rate ranges from 25% when the price per barrel of WTI equals U.S.$32.00 or less,
to 45% when the price per barrel of WTI equals or exceeds U.S.$45.00.

Composition of Exports

Argentina’s main exports in recent years have primarily been commodities such as soy, processed
agricultural products and industrial goods. In 2003, 56.1% of all exports were agricultural (either primary or
processed). In recent years, fuel and energy exports have also represented a larger portion of Argentina’s total

exports.
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The following tables set forth information on Argentina’s major export products for the periods indicated:

Exports by Groups of Products
(in millions of U.S. dollars)

Primary products:
Creal ..ottt
Seeds and oilseeds ..

Vegetables .......ooovivieieiiirieeeee e
TODACCO ..t

Manufactured goods of agricultural origin:
ReSIAUES. ....onvvereiiiciiccceeeeceeee e

Hides and skins..........c............
Vegetable and fruit products..........ccccccoenenennne.
Processed fiSh.........ocooevviieiiiiiiiiiiceeeeee e
Processed wool.....

Manufactured goods of industrial origin:
Basic metals......
Chemicals .......ccccoveeveeneennnne

Machinery and equipment ............cccceevveeeecuennenne
Transport eqUIPMENt.........ccveevevereereerreerrenrennens
Plastics

(1) Measured on an FOB basis.
(2) Preliminary figures.

1)

1999 2000 2001? 2002? 2003?
US.$ 2,063 USS$ 2414 U.S$2446 USS$ 2,135 U.S.$2,314
870 1,014 1,400 1,295 1,987
505 590 709 482 621
459 416 506 391 470
269 210 234 185 186
166 120 162 148 152
96 87 72 115 160
39 43 30 35 35
724 534 491 505 539
5,189 5,428 6,049 5,289 6,465
2,049 2,432 2,633 2,798 3,505
2,332 1,677 1,637 2,095 2,830
829 790 365 579 736
779 831 821 701 730
340 307 325 291 365
297 242 236 236 254
70 89 101 109 127
1,486 1,478 1,346 1,358 1,446
8,182 7,848 7,463 8,168 9,993
1,077 1,407 1,441 1,602 1,520
1,368 1,380 1,431 1,349 1,560
1,052 1,098 1,125 942 863
1,751 1,954 1,984 1,615 1,439
369 517 628 643 697
278 303 264 228 211
36 28 18 12 18
1,021 1,510 1,415 1,244 1,390
6,952 8,196 8,307 7,635 7,697
2,942 4,790 4,644 4,551 5,155
28 147 148 67 38
2,970 4,938 4,791 4,618 5,193
U.S.$23,293  U.S.$26,409 U.S.$26,610 U.S.$25,709  U.S.$29,349

(3) Figures in this table are updated less frequently than those presented in the “Balance of Payments” table and thus total exports in this table
may differ from those in the “Balance of Payments” table.

Source: Ministry of Economy.
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Exports by Groups of Products”

(as % of total exports)

1999 2000 2001?  2002®  2003?
Primary products:
CEICAL .ttt ettt ettt ere e 8.9% 9.1% 9.2% 8.3% 7.9%
Seeds and oilseeds....... 3.7 3.8 5.3 5.0 6.8
Fish and raw seafood...... 2.2 2.2 2.7 1.9 2.1
Fruits.....ccoevveveerieennne. 2.0 1.6 1.9 1.5 1.6
Vegetables.... 1.2 0.8 0.9 0.7 0.6
Tobacco ..... 0.7 0.5 0.6 0.6 0.5
Honey ........ 0.4 0.3 0.3 0.4 0.5
WOOL . ittt ettt 0.2 0.2 0.1 0.1 0.1
OHET ..ot 3.1 2.0 1.8 2.0 1.8
TOtAL et 22.3 20.6 22.7 20.6 22.0
Manufactured goods of agricultural origin:
RESIAUES. ....vveieeiieiieieeie ettt ettt st sae e 8.8 9.2 9.9 10.9 11.9
Oils and fats...... 10.0 6.4 6.2 8.2 9.6
Meat................. 3.6 3.0 1.4 2.3 2.5
Hides and skins........... 33 3.1 3.1 2.7 2.5
Vegetable products.................. 1.5 1.2 1.2 1.1 1.2
Processed fish and seafood ...... 1.3 0.9 0.9 0.9 0.9
Processed wool ..........cccvevennene 0.3 0.3 0.4 0.4 0.4
ONET ..ot 6.4 5.6 5.1 5.3 4.9
TO AL ettt 35.1 29.7 28.0 31.8 34.1
Manufactured goods of industrial origin:
Basic MeEtals.........cceoviiiiiiiiieiecie e 4.6 5.3 54 6.2 5.2
Chemicals .......cccceveerveneenenne 5.9 5.2 5.4 5.2 53
Machinery and equipment .... 4.5 4.2 4.2 3.7 2.9
Transport equipment... 7.5 7.4 7.5 6.3 4.9
PlasticS....ccvveeverveeenennn. 1.6 2.0 2.4 2.5 2.4
Textiles...... 1.2 1.1 1.0 0.9 0.7
Footwear.... 0.2 0.1 0.1 0.0 0.1
Other.......... 4.4 5.7 5.3 4.8 4.7
Total.. 29.8 31.0 31.2 29.7 26.2
Fuel and energy:
FUCL ..ot 12.6 18.1 17.5 17.7 17.6
ENETEY .o 0.1 0.6 0.6 0.3 0.1
TOAL...oceeeeceeeeeeeee et 12.8 18.7 18.1 18.0 17.7
TOtal EXPOILS w.ouvvieiieiiitieieieieieitete ettt eae e 100.0% 100.0% 100.0% 100.0% 100.0%

(1) Measured on an FOB basis.
(2) Preliminary figures.
Source: Ministry of Economy.

Primary Products

Exports of primary products consist primarily of cereal, seeds and oilseeds and represented approximately
22.0% of total exports in 2003.

Exports of primary products decreased most significantly in 1999, as a result of a 28.4% decrease in cereal,
seed and oilseed exports, and a 41.6% decrease in vegetable exports. This decrease resulted primarily from a
decrease in the international prices for these products, due in part to increases in export subsidies in other countries,
and, in part, greater competition from Brazil following the devaluation of the real. Exports of honey declined during
2000 and 2001, as a result of countervailing duties imposed by the United States. The United States announced in
June 2004 that it would no longer impose these countervailing duties.
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Exports of primary products registered a 12.6% decline in 2002. This decline resulted primarily from a
10.8% decrease in exports of cereal, seed and oil seed as a greater amount of soy was sold in the domestic market
for production of soy-based products. In 2003, exports of primary products increased 22.2%, mainly as a result of a
53.5% rise in the export of seeds and oilseeds and a 39.5% increase in the export of honey. The increase in exports
of seeds and oilseeds resulted from a record harvest in Argentina, coupled with a reduction of worldwide supply of
these crops. The increase in exports of honey resulted from an increase in international honey prices.

Processed Agricultural Goods

Exports of processed agricultural goods consist primarily of residues, oils and fats, and meat products and
represented approximately 34.1% of total exports in 2003.

Exports of meat products registered the most pronounced decline in this sector, as a result of the bans on
meat imports from Argentina imposed in 2001 by the United States, the European Union and other countries,
following detections of foot-and-mouth disease in Argentine cattle. Total meat exports decreased 4.7% in 2000 and
53.8% in 2001. They recovered by 59.0% in 2002, as a result of the gradual lifting of the bans on meat imports from
Argentina beginning in February 2002, after evidence mounted that the spread of foot-and-mouth disease in
Argentine cattle had begun to abate. Processed agricultural products were the only ones to record an increase in
exports in 2002 (of 9.4%), largely offsetting the decreases in exports from the other sectors of the economy during
that year.

In 2003, exports of processed agricultural goods increased 22.3%, due to a rise in exports of oils and fats,
residues and meat products of 35.0%, 25.3% and 27.0%, respectively. The increase in exports of oils and fats and
residues resulted primarily from the increased production, as well as the increase in prices, of soy and its related
products. Meat exports continued to recover in 2003 (by 27%) as fears of foot-and-mouth disease in Argentine
cattle continued to abate.

Industrial Products
Exports of industrial products represented approximately 26.2% of total exports in 2003.

Total exports of industrial products declined 19.4% in 1999 due to the devaluation of the Brazilian real,
which reduced exports of industrial products across the board. As the Brazilian economy recovered in 2000, exports
of industrial products returned to their 1998 levels, increasing by 17.9%. They remained relatively constant in 2001,
increasing by less than 2.0%.

Exports of industrial products decreased 8.1% in 2002 due primarily to an 18.6% reduction in exports of
transport equipment and a 16.3% reduction in exports of machinery and equipment. Both of these reductions
resulted from lower Brazilian demand for these products.

In 2003, exports of industrial products increased by only 0.8%. This sector registered the lowest increase in
2003 since it did not benefit from the increase in prices registered for other sectors.

Fuel and Energy Products

From 1999 through 2002, exports of fuel and energy products represented an increasing percentage of total
annual exports, in large part as a result of the increase in the international prices of oil registered in 1999 and 2000.
Fuel and energy exports registered their most significant increase of 66.2% in 2000, as a result of rising oil prices,
but declined by 3.0% in 2001 and 3.6% in 2002.

Exports of fuel and energy products increased 12.5% in 2003, due to an increase in the price of oil and
related products. Exports of fuel and energy products represented approximately 17.7% of total exports in 2003.
For a discussion of the impact of the energy crisis on fuel and energy products in the first half of 2004, see
“Economy—Principal Sectors of the Economy—Electricity, Gas and Water.”
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Composition of Imports

Argentina’s main imports are intermediate and capital goods, such as machinery and equipment, chemicals,
vehicles and other transport products. In 2003, imports of machinery and equipment, vehicles and transport products
and chemicals together accounted for approximately 60.1% of total imports.

Imports in all categories declined significantly from 1999 through 2002, due to decreasing domestic
demand resulting from the economic recession. The sharpest decline in imports was registered during 2002, as a
result of the devaluation of the peso, which made almost all imports prohibitively expensive, the continuing
recession, and the waiting periods imposed by the Government on the purchase of imports with foreign currencies.
In 2002, imports of chemicals and minerals registered the least pronounced declines, with decreases of 30.5% and
37.6%, respectively. All other imports decreased in excess of 46%. The most significant reduction was registered
in imports of machinery and equipment (decreased by 69.1%), which are most closely linked to the level of
economic activity.

During 2003, imports increased by 53.7% from the levels recorded in 2002. Over 60% of this increase is
attributable to a 79.2% increase in imports of machinery and equipment, a 75.2% increase in imports of vehicles and
transportation products and a 30.1% increase in imports of chemicals.

The following tables set forth information on Argentina’s major import products for the periods indicated:

Imports by Groups of Products'’

(in millions of U.S. dollars)

1999 2000 2001? 2002? 2003@

Machinery and equipment .......... U.S.$ 8,135 U.S.$ 8,121 U.S.$ 6,084 U.S.$ 1,879 U.S.$ 3,366

Vehicles and transport products.. 3,796 3,119 2,123 951 1,666
Chemicals .......ccoveeeeeeiieiecieeieieeeeie s 3,916 3,933 3,618 2,514 3,270
1,609 1,452 1,306 591 814

1,556 1,678 1,394 750 1,235

1,119 1,112 924 366 482

927 989 814 253 612

Optics and precision equipment 785 737 620 213 353
Footwear, hats and umbrellas ................. 198 221 208 30 100
MINETalS....ccvvevieeieieceeeieee e 875 1,171 1,005 628 733
488 477 391 182 266

615 617 630 217 248

30 50 35 18 33

Leather and hides. 101 99 82 35 41
Wood and CorK.......cccvevvievenierreiinieiene 174 154 119 43 76
Other Products .......c.oeeeeeeevevveeeerren, 1,185 1,219 969 321 519
Total imports™ ........ovovvveerrrrreree U.S.$25,508 U.S.$25,148 U.S.$20,322 U.S.§ 8,991 U.S.$13,814

(1) Measured on a CIF basis.

(2) Preliminary figures.

(3) Figures in this table are updated less frequently than those presented in the “Balance of Payments” table and thus total imports in this table
may differ from those in the “Balance of Payments” table.

Source: Ministry of Economy.
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Imports by Groups of Products

(1)

(as % of total imports)

Machinery and equipment ..........coccoevvevueeveeeenenenennenns
Vehicles and transport products......
Chemicals ........cccoeivieeineieennn

Optics and precision equipment......
Footwear, hats and umbrellas .....
MineralS......cccoooevvveeeviveeeeineeeene.

Total IMPOrts® ..o,

(1) Measured on a CIF basis.
(2) Preliminary figures.

1999 2000 20019 2002 2003?

31.9% 32.3% 29.9% 20.9% 24.4%
14.9 12.4 10.4 10.6 12.1
15.4 15.6 17.8 28.0 23.7
6.3 5.8 6.4 6.6 5.9
6.1 6.7 6.9 83 8.9
44 44 45 4.1 35
3.6 3.9 4.0 2.8 44
3.1 29 3.1 2.4 2.6
0.8 0.9 1.0 0.3 0.7
3.4 47 4.9 7.0 5.3
1.9 1.9 1.9 2.0 1.9
24 2.5 3.1 2.4 1.8
0.1 0.2 0.2 0.2 0.2
0.4 0.4 0.4 0.4 0.3
0.7 0.6 0.6 0.5 0.5
4.6 48 48 3.6 3.8

100.0% 100.0% 100.0% 100.0% 100.0%

(3) Figures in this table are updated less frequently than those presented in the “Balance of Payments” table and thus total imports in this table

may differ from those in the “Balance of Payments” table.
Source: Ministry of Economy.

Composition of Non-financial Services Trade

The main components of Argentina’s non-financial services trade are transportation (freight and passenger)
and travel (such as hotel and restaurants), which generally account for more than 50% of the country’s total services
trade. The table below sets forth the net results of Argentina’s non-financial services trade for the periods indicated:

Non-Financial Services
(in millions of U.S. dollars)

1999 2000 2001 2002 2003
Transportation
Freight...ooooveveieieieecec U.S.$ (880) US.$ (864) US.$ (692) US.$ (169) UsS.$ (327)
Passenger.......cccocoeeveviniiniinieins (756) (744) (883) (249) (132)
Other....coeveviieieieeeeeeeeiee 269 302 319 168 218
Total..oveiieieieeieeeeeeeee e (1,367) (1,306) (1,255) (251) (241)
Travel..ooioeeeeeeieieeeeieeeeee e (1,297) (1,521) (1,251) (793) 471)
ROYAItiES ..o (520) (509) (478) (257) (296)
Professional, technical, business
SCIVICES wvvevvererenrereerereeeaenseeneneeens (413) (367) (252) 95) 3D
Ohers ... (570) (616) (716) (292) (507)
Total non-financial services...... U.S.$(4,166) U.S.$(4,318) U.S.$(3,953) U.S.$(1,688) U.S.$(1,546)

(1) Preliminary figures.

(2) Includes communication, construction, insurance, financial, information, entertainment and recreational services, as well as certain

Government services.
Source: Ministry of Economy.
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The tourism sector registered deficits consistently from 1999 through 2001, as the strong peso enhanced the
purchasing power of Argentines abroad, fostering foreign travel, and conversely, tended to reduce the purchasing
power of foreigners, discouraging tourism in Argentina. These deficits fluctuated slightly between 1999 and 2001,
while the peso remained pegged to the dollar. The devaluation of the peso in January 2002, however, forced an
adjustment in the tourism sector, reducing the deficit in this sector by 36.6%.

The following tables sets forth tourism information for the dates indicated.

Tourism Statistics

1999 2000 20017 2002 2003
Foreign non-resident arrivals............ccceevennenn. 10,183 10,273 10,979 10,779 11,984
Average length of stay (number of nights)...... 9.87 9.93 10.69 9.85 10.34
Income from tourism (in millions of U.S.$)..... 2,898 2,904 2,642 1,535 2,097
Expenses from tourism (in millions of U.S.$). 4,195 4,425 3,893 2,328 2,575
Balance (in millions of U.S.$) .....ccoeviernnnenn. (1,297) (1,521) (1,251) (793) (479)

(1) Preliminary figures.
Source: Ministry of Economy.

Geographic Distribution of Trade
Argentina’s primary trading partner is Brazil, which accounted for 15.7% of Argentina’s exports and 34.0%
of imports in 2003. Chile accounted for 11.7% of Argentina’s exports and 2.1% of Argentina’s imports in 2003 and

the United States accounted for 10.4% of Argentina’s exports and 16.2% of imports in 2003. Argentina also
conducts a substantial amount of trade with other Latin American and European countries.
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The following tables provide information on the geographic distribution of Argentina’s exports for the
periods indicated:

Geographic Distribution of Exports
(in millions of dollars)

1999 2000 20019 20029 2003®
v U.S.$ 5,689 U.S.$6,991 U.S.$6,189  US.S$ 4846  U.S.S$ 4,619
ChLE cvvoeeeeeeeeeeeeeee e 1,867 2,674 2,849 2,975 3,421
United States™.....o.vveeveeeeeeeeeeen. 2,656 3,149 2,884 2,884 3,051
ChINA® oo 582 885 1,224 1,099 2,453
Netherlands ........c.veeveeeeeeeeeeeeerreren 1,013 746 802 1,043 1,095
TEALY .o 689 735 853 851 933
GOIMANY ..o 623 595 455 607 723
JAPAN ..o, 521 380 351 371 343
Rest of ALADI® ..o, 2,645 2,774 2,968 2,817 2,929
Rest Of BUTOPE «.....oveveeeeeeeernenn 2,630 2,832 2,680 3,060 3,774
Rest 0f World......ooeoeeeeeeeeeeeereen, 4,130 4,124 4,915 4,900 5,700
Indeterminate..........ccccceevveerveeneennns 264 456 373 256 307
Total® ..o U.S.$23,308  U.S.$26341  U.S.$26543  U.S.$25709  U.S.$29,348
Memorandum items:
MERCOSUR ... US.S$ 7,074  U.S.S$ 8441 US.$ 7434  USS$ 5710 U.S.S$ 5,570
N N0 ) (S U.S.$10,201  U.S.$12,439  US.$12,006 U.S.$10,606  U.S.$10,970

(1) Including Puerto Rico.

(2) Including Hong Kong and, beginning in 2000, Macao.

(3) Preliminary figures.

(4) Asociacion Latinoamericana de Integracion.

(5) Figures in this table are updated less frequently than those presented in the “Balance of Payments” table and thus total exports in this table
may differ from those in the “Balance of Payments” table.

Source: Ministry of Economy
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Geographic Distribution of Exports
(as % of total exports)

1999 2000 20019 20029 20039
BLAZIL v 24.4% 26.5% 23.3% 18.9% 15.7%
CHILE oo 8.0 10.2 10.7 11.6 11.7
United States'” 11.4 12.0 10.9 11.2 10.4
China® 2.5 3.4 4.6 43 8.4
4.4 2.8 3.0 4.1 3.7
3.0 2.8 3.2 3.3 3.2
2.7 2.3 1.7 24 25
JaPaAN .o 2.2 1.4 1.3 1.4 1.2
Rest of ALADI? . 11.3 10.5 11.2 11.0 10.0
Rest of EUIOPe .....oovevviviiieiciceeeeeeee 11.3 10.8 10.1 11.9 12.9
RSt OF WOILId. ..ot 17.7 15.7 18.5 19.1 19.4
Indeterminate.........c.oeeeeeeveeeieeiiiecieeieeeee e 1.1 1.7 1.4 1.0 1.0
TOAL v eeen 100.0% 100.0% 100.0% 100.0% 100.0%
Memorandum items:
MERCOSUR ...t 30.4% 32.0% 27.9% 22.2% (2.5)%
ALADI ..o 43.8% 47.1% 45.1% 41.3% 3.4%

(1) Including Puerto Rico.

(2) Including Hong Kong and, beginning in 2000, Macao.
(3) Preliminary figures.

(4) Asociacion Latinoamericana de Integracion.

Source: Ministry of Economy.
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The following tables provide information on the geographic distribution of Argentina’s imports for the
periods indicated:

Geographic Distribution of Imports
(in millions of U.S. dollars)

1999 2000 2001® 2002® 2003®

BIazil ..o U.S.$ 5,599 U.S.$ 6,478 U.S.$ 5,278 US.$ 2,517 U.S.$ 4,701

United States™ ........ooveereeereeeenen. 4,996 4,822 3,781 1,789 2,232

1,409 1,262 1,052 554 767

1,051 1,222 1,113 330 720

1,355 1,014 839 311 440

1,068 1,006 767 314 395

639 608 506 177 290

252 165 131 74 106

1,501 1,572 1,306 614 805

Rest of Europe 4915 4,155 3,235 1,546 2,041

Rest of World....... 2,599 2,820 2,229 688 1,227

Indeterminate ...........ocoevevveeeeeeeeennn. 123 156 82 77 89

Total® U.S.$25,508 U.S.$25,280  U.S.$20,320  U.S.$ 8,990  U.S.$13,813
Memorandum items:

MERCOSUR ..o, U.S.$ 6,229 US.$ 7,119 US$ 5910  USS$ 2,896  US.S$ 5,158

ALADI ..o U.S.$ 7,739 U.S.$ 8,658 U.S.$ 7,090 U.S.$ 3,309 U.S.$ 5,796

(1) Including Puerto Rico.

(2) Including Hong Kong and, beginning in 2000, Macao.

(3) Preliminary figures.

(4) Asociacion Latinoamericana de Integracion.

(5) Figures in this table are updated less frequently than those presented in the “Balance of Payments” table and thus total imports in this table
may differ from those in the “Balance of Payments” table.

Source: Ministry of Economy.
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Geographic Distribution of Imports
(as % of total imports)

1999 2000 20019 20029 2003®
Imports
BLAZIL evvveeeeeeeee e 21.9% 25.8% 26.0% 28.0% 34.0%
United States™V..... 19.6 19.2 18.6 19.9 16.2
Germany ............. 5.5 5.0 5.2 6.2 5.6
China® ...... 4.1 49 55 3.7 52
Italy............ 5.3 4.0 4.1 3.5 3.2
Japan...... 4.2 4.0 3.8 3.5 2.9
Chile .o, 2.5 24 25 2.0 2.1
Netherlands.......... 1.0 0.7 0.6 0.8 0.8
Rest of ALADI? ... 5.9 6.2 6.4 6.8 5.8
Rest of Europe ..... 19.3 16.5 15.9 17.2 14.8
Rest Of WOIld.....eeeeeeeeeeeeeeeeeeeeeeeeeee e 10.2 11.2 11.0 7.6 8.9
INAEtErMINate ... 0.5 0.1 0.4 0.9 0.6
100.0% 100.0% 100.0% 100.0% 100.0%
Memorandum items:
MERCOSUR.... 24.4% 28.3% 36.6% 32.2% 78.1%
PN DN 5 ) (OO 30.3% 34.4% 34.9% 36.8% 75.2%

(1) Including Puerto Rico.

(2) Including Hong Kong and, beginning in 2000, Macao.
(3) Preliminary figures.

(4) Asociacion Latinoamericana de Integracion.

Source: Ministry of Economy.

Trade with Brazil and Other Mercosur Countries
Trade with Brazil

Trade Relations. Trade relations between Brazil and Argentina are defined primarily by their membership
in Mercosur and are thus tied to the evolution of this common market. Nonetheless, from time to time Argentina
and Brazil enter into bilateral trade arrangements to enhance their level of trade and economic integration.

Starting in 1999, Argentina and Brazil signed a series of bilateral agreements that eliminated tariffs on trade
between the two countries (with certain exceptions) and addressed issues in specific areas of commerce, including
an agreement implementing a common framework for regulation of trade in automobiles. As part of that regulatory
framework, the two countries established common external automotive tariffs, most of which will be set at 35% in
2006. The other Mercosur countries subsequently joined this agreement.

The devaluation of the Brazilian real in January 1999 altered Brazil’s trade patterns with Argentina,
reducing Argentina’s trade surplus with this country. In 1999, the Government imposed import tariffs on certain
Brazilian products in order to offset these distortions. Some of these restrictions remain in place, despite the
devaluation of the peso in January 2002. Argentine and Brazilian officials, however, have indicated in discussions
since 2002 their willingness to reestablish a duty-free zone between their two countries.

Evolution of Trade. Argentina has traditionally maintained a trade surplus with Brazil. In 1999, Argentina
registered U.S.$90 million trade surplus with Brazil, although this amount represented a 90% reduction from the
trade surplus in 1998 (which totaled approximately U.S.$900 million). This decrease resulted from the devaluation
of the Brazilian real, which increased the price of Argentine exports to Brazil and decreased the price of imports
from Brazil.

The trade surplus with Brazil increased 470% in 2000 (to U.S.$513 million) and 78% in 2001 (to U.S.$911
million), primarily due to the recovery of the Brazilian economy during these years. In 2002, Argentina’s trade
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surplus with Brazil increased 156% to U.S.$2.3 billion, primarily as a result of the devaluation of the peso, which
reduced the prices of Argentine exports to Brazil and increased the prices of imports from Brazil. The economic
recession in Argentina also contributed to the increase in the trade surplus with Brazil, since it reduced domestic
consumption, including consumption of Brazilian imports.

In 2003, Argentina registered a trade deficit with Brazil of U.S.$82 million. This trade deficit reflected the
growth of the Argentine economy, which was fueled by an increase in domestic consumption, including
consumption of Brazilian products.

Trade With Other Mercosur Countries

Common market framework. The Mercosur common market was established among Argentina, Brazil,
Paraguay and Uruguay with the signing in March 1991 of the Treaty of Asuncion. Chile and Bolivia subsequently
became associate members in 1997.

Mercosur’s objective is to gradually integrate the economies of its member countries, through the
elimination of trade barriers, the harmonization of macroeconomic policies and the establishment of a common
external tariff and a common external trade policy.

e [Internal trade barriers. Internal trade barriers, including import tariff and export subsidies, were
originally scheduled to expire in 1994. This goal has not yet been achieved, although internal barriers
have been gradually reduced, with the exception of import tariffs imposed by Argentina on certain
Brazilian products after the devaluation of the Brazilian real in 1999.

o External tariffs. In 1995, the Mercosur countries agreed to a schedule of common external tariffs,
which ranged from 0% to 20%. In 1997, the external common tariffs were temporarily increased by
3.0%. From 2000 through 2003, this additional tariff was reduced several times. As of December 31,
2003, the external common tariff ranged from 0% to 35%. The Mercosur countries have also agreed to
exceptions to the external common tariffs that encompass a broad range of products.

e  External trade policy. The Mercosur countries have agreed not to undertake individual trade
negotiations with non-member countries or organizations unless previously authorized by Mercosur.

Trade relations. During the early 1990s, trade among Mercosur countries expanded, not only because of
the liberalization of trade among its member countries, but also because of improved economic conditions in the
region and the convergence of the economic policies of Brazil and Argentina, Mercosur’s largest members.
However, the series of international financial crises that affected emerging markets starting in the mid-1990s
hampered the evolution of Mercosur.

Following the devaluation of the Brazilian real in 1999, the focus of Mercosur shifted from implementing
the various agreements that had been reached and addressing outstanding issues in areas such as services trade and
government procurement, to tackling more immediate concerns. These included the artificial disruption of trade
patterns resulting from differences in real exchange rates among member countries. As a result of this disruption
and the downturn in the regional and global economies, it became increasingly difficult to effectively coordinate
macroeconomic and trade policies and trade among Mercosur countries declined.

In 2000, the Mercosur countries launched an initiative to revitalize the evolution of Mercosur. Known as
the Programa de Relanzamiento del Mercosur (Program to Re-Launch Mercosur), this initiative sought to establish
a set of goals for the convergence of the principal macroeconomic variables of member countries, such as fiscal
benchmarks, pricing levels and level of indebtedness. Moreover, in September 2003, the Mercosur countries agreed
to plan the launch of the Instituto Monetario del Mercosur (the Mercosur Monetary Institute) to foster cooperation
among the central banks of member countries.
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Foreign Investment
Regulation

Prior to the 1990s, Argentina maintained significant barriers to foreign investment. Following the
implementation of the Convertibility regime and related reforms in the early 1990s, the Government enacted
structural reforms designed to attract foreign investment. These reforms included the adoption of a legislative
framework that ensures equal treatment of foreign and local investors, privatization of state enterprises, foreign
access to all sectors of the economy and the lifting of barriers and procedural hurdles to capital flows.

In December 2001, to stem the significant capital outflows that were crippling the Argentine economy,
particularly its banking sector, the Government imposed strict restrictions on transfers of funds from Argentina,
reversing some of the reforms adopted during the 1990s. These restrictions significantly impaired the ability of

foreign investors to remit their profits abroad or withdraw their investments from the Argentine economy. Some of

these restrictions were lifted in 2003, as the significant shift in the current account in 2002 and 2003 eased the
outflow of foreign reserves from the Argentine economy. For a description of these restrictions see “Monetary
Section—Foreign Exchange and International Reserves.” In addition, in 2004 the Government placed certain

restrictions on the ability of foreign companies to make investments in Argentina through special purpose vehicles.

Evolution of Portfolio and Foreign Direct Investment

The following table sets forth information on portfolio investment, foreign direct investment and other
investment in the Argentine economy:

Flows of Portfolio, Foreign Direct and Other Investment
(in millions of U.S. dollars)

1999 2000 2001 2002 2003
Direct Investment:
In Argentina by non-Argentine
residents ..o U.S.$23,988  U.S$10,418 US.$2,166  USS$S 785  USS 478
Outside Argentina by Argentine
residents @ ..., (1,730) (901) (161) 627 (774)
Direct Investment, net.................... 22,257 9,517 2,005 1,412 (296)
Portfolio Investment:
In Argentina by non-Argentine
residents™V...o.ooeeees (4,780) (1,331) (9,574) (6,802) (7,588)
Outside Argentina by Argentine
residents @ ........ooooveeieeeeeenn, (2,005) (1,252) 212 477 (95)
Portfolio Investment, net (6,785) (2,584) (9,362) (6,325) (7,683)
Other Investment:®
In Argentina by non-Argentine
residents".......co.oeerrrvineniinnn. 1,012 3,065 3,863 1,207 9,326
Outside Argentina by Argentine
residents @ .......ccooooeriieriennn, (2,862) (1,368) (1,907) (8,780) (4,302)
Other Investment, net.................... U.S.$(1,850)  U.S.$ 1,697 U.S.$ 1,956 U.S.$(7,573)  U.S.$5,024

(1) Reflects the variation in the value of net local assets owned by non-Argentine residents. If during any period, non-Argentine residents
purchased more local assets than they sold, the amount for that period would be positive.

(2) Reflects the variation in the value of the net external assets owned by Argentine residents. If during one period, Argentine residents
purchased more external assets than they sold, the amount for that period would be negative.

(3) Includes assets (loans, commercial loans and others) and liabilities (trade credit, loans, arrears and others).

Source: Ministry of Economy.
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Foreign Direct Investment

Foreign direct investment in Argentina increased significantly following the implementation of the
Convertibility regime and the elimination of barriers to foreign investment. A significant portion of the capital
inflows in the early to mid-1990s resulted from the privatization of state-owned entities that attracted private foreign
capital.

Net foreign direct investment peaked in 1999 with the last major privatization in Argentina, the acquisition
of the state-owned energy company YPF by Spain’s Repsol S.4. This acquisition accounted for U.S.$15.2 billion of
the U.S.$24.0 billion in total foreign direct investment for that year.

In 2000, as privatizations came to an end and foreign investors increasingly lost confidence in the
Argentine economy, capital inflows from foreign direct investment declined significantly. Net direct investment
decreased 57.2% in 2000 to U.S.$9.5 billion, 78.9% in 2001 to U.S.$2.0 billion and 29.6% in 2002 to U.S.$1.4
billion.

In 2003, net foreign direct investment continued to decline, resulting in a net outflow of capital of U.S.$296
million. This net outflow in foreign direct investment was partially offset by an increase in the returns on foreign
direct investment by Argentine residents outside of Argentina.

The following tables set forth information on net foreign direct investment in Argentina by sector of the
economy, for the periods shown:

Foreign Direct Investment by Sector
(in millions of U.S. dollars)

1999 2000 2001 2002 2003

Mining and extractives (including

petroleum and gas).........coceeveveeeinnne U.S.$15,896 U.S.$17,657 U.S.$ 18,110 U.S.$ 12,009 n/a
Manufacturing .........ceceeveeeeveneneenueneenn 18,610 19,919 19,289 12,075 n/a
Electricity, gas and water............ccccceuee. 8,306 7,951 8,611 4,427 n/a
Transportation, storage

and communication.............ccceeeevveeenne.. 5,196 6,997 6,243 455 n/a
Commerce, hotels and restaurants ........... 3,002 2,938 3,220 1,133 n/a
Financial services, insurance and real

[Ty 72 1R 6,403 5,102 6,450 2,079 n/a
Other™ ..., 4,673 7,206 7,012 2,610 n/a

Total Foreign Direct Investment........... U.S.$62,087 U.S.$67,770 U.S.$ 68,935 U.S.$ 34,790 n/a

(1) Includes agriculture, livestock, fisheries and forestry, construction, and community, social and personal services.
Source: Ministry of Economy.
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Foreign Direct Investment by Sector
(as % of total foreign direct investment)

1999 2000 2001 2002 2003

Mining and extractives (including petroleum and

ZAS) 1ttt 25.6% 26.1% 26.3% 34.5% n/a
Manufacturing .........oceeeevvereerieneerieneeiereeseeneeenes 30.0 294 28.0 34.7 n/a
Electricity, gas and water.........c.ccocevereenenenennenes 13.4 11.7 12.5 12.7 n/a
Transportation, storage and communication.......... 8.4 10.3 9.1 1.3 n/a
Commerce, hotels and restaurants ..........cc.coeuee.... 4.8 43 4.7 33 n/a
Financial services, insurance

and real estate ...........oceveeieiiiiiiiice 10.3 7.5 9.4 6.0 n/a
Other™ ..o 7.5 10.6 10.2 75 n/a

Total foreign direct investment.........c..c.ceueueeee 100.0% 100.0% 100.0% 100.0% n/a

(1) Includes agriculture, livestock, fisheries and forestry, construction, and community, social and personal services.
Source: Ministry of Economy.

Most of the foreign direct investment in Argentina has traditionally come from Europe, and in particular
Spain. Foreign direct investment from Europe represented approximately 52.8% of total foreign direct investment in

2002, while foreign direct investment from the United States represented approximately 27.7% during this year.

The following table sets forth information on net foreign direct investment in Argentina by country of

origin:
Foreign Direct Investment by Country of Origin
(in millions of U.S. dollars)
1999 2000 2001 2002 2003
France .......cccceceveeinincnccciiiicceee U.S.$ 4,993 U.S.$ 5,458 U.S.$ 6,958 U.S.$3,302 n/a
2,047 2214 1,909 1,160 n/a
3,191 3,418 3,219 1,195 n/a
2,707 2,478 2,500 1,338 n/a
14,194 18,530 19,031 9,156 n/a
1,503 1,629 1,674 850 n/a
1,945 2,298 2,296 1,359 n/a
Total EUrope......cccceevveevevienveieeieienne 30,580 36,026 37,587 18,362 n/a
United States........coeoeverineneencnenienes 20,435 20,825 20,576 9,627 n/a
OthErS ..o 1,407 858 1,108 459 n/a
Total North America..........c.c.cceeeveene. 21 7842 21 7956 21 7685 107085 n/a
747 694 441 277 n/a
3,081 3,334 3,492 1,593 n/a
899 1,030 1,068 1,407 n/a
3,980 4,364 4,560 3,000 n/a
Other 1egions ........cceevveveeveneneneeenne 4,939 4,729 4,662 3,066 n/a
S DN US$ 62,087 USS 67770  U.S.$68935 ~ U.S.$34,790 n/a

Source: Ministry of Economy.
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Foreign Direct Investment by Country of Origin
(as % of total foreign direct investment)

1999 2000 2001 2002 2003
8.0% 8.1% 10.1% 9.5% n/a
33 33 2.8 33 n/a
5.1 5.0 4.7 34 n/a
4.4 3.7 3.6 3.8 n/a
SPAIMN .t 229 27.3 27.6 26.3 n/a
United Kingdom .... 2.4 2.4 2.4 2.4 n/a
Others 3.1 34 33 3.9 n/a
Total BUTOPE ....eveveeeeeieiiieieieieieeeie e 49.3 532 54.5 52.8 n/a
United States......covereeviirienierieeenieie et 329 30.7 29.8 27.7 n/a
OHETS ..ot 23 1.3 1.6 1.3 n/a
Total North AMerica..........cceeveveiereerieeeieienenes 352 324 315 29.0 n/a
1.2 1.0 0.6 0.8 n/a
5.0 4.9 5.1 4.6 n/a
1.4 1.5 1.5 4.0 n/a
6.4 6.4 6.6 8.6 n/a
8.0 7.0 6.8 8.8 n/a
Total.oeececececcc e 100.0% 100.0% 100.0% 100.0% n/a

Source: Ministry of Economy.
Portfolio Investment

Portfolio investment, consisting of the purchase of stocks, bonds or other securities, tend to be highly liquid
and short-term, making them highly responsive to fluctuations in the market. During the 1990s, Argentina’s active
securities markets in bonds and equities attracted significant amounts of foreign portfolio investment, which fed the
country’s need for foreign capital and fueled economic growth.

Following the Russian crisis in late 1998 and the devaluation of the Brazilian real in January 1999, net
portfolio investment dropped from a U.S.$8.8 billion surplus to a U.S.$6.8 billion deficit. The capital flight eased
slightly in 2000, with portfolio outflows decreasing 62% to a U.S.$2.6 billion deficit.

The portfolio outflows in 1999 and 2000 resulted primarily from the reluctance of foreign investors to
invest in Argentina, due to external factors but also the country’s deteriorating economic and fiscal conditions. It
was also the byproduct, however, of the manner in which foreign direct investment transactions were sometimes
structured, which resulted in an increase in portfolio outflows. For instance, domestic shareholders (other than the
national and provincial governments) that sold their shares of YPF to Repsol S.A4. in 1999, received in exchange
shares of Repsol. This acquisition of foreign shares by Argentine residents resulted in a portfolio outflow.

In 2001, as it became increasingly evident that the Convertibility regime and the Government’s debt burden
were unsustainable, net portfolio investment plummeted 262.4%, reaching a U.S.$9.4 billion deficit.

The restrictions on capital flows imposed by the Government in 2002 eased slightly the capital flight,
particularly of domestic capital. Accordingly, in 2002 net portfolio outflows decreased 32.4% to a U.S.$6.3 billion
deficit. In 2003, however, net portfolio outflows increased, to U.S.$7.7 billion. This increase reflected the lifting of
certain restrictions on capital flows in 2003, which allowed Argentine debtors who were in a position to resume debt
payments to do so, and gave Argentine residents greater latitude to invest abroad.
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MONETARY SYSTEM
The Central Bank

Founded in 1935, the Central Bank is the principal monetary and financial authority in Argentina. It is
responsible for maintaining stability in the value of the domestic currency, establishing and implementing monetary
policy and regulating the financial sector. It operates pursuant to its charter and the Ley de Entidades Financieras
(the Financial Institutions Law).

The Central Bank is governed by a ten-member board of directors, which is headed by the governor of the
Central Bank. The governor of the Central Bank and the members of the board of directors are appointed by the
President and approved by the Senate. They serve for fixed terms of six years, may be re-appointed and may be
removed by the President only for cause. Under the terms of its charter, the Central Bank must operate
independently from the Government.

On September 23, 2004, the term of Alfonso Prat-Gay as governor of the Central Bank expired along with
that of the vice-governor and four directors. On September 18, 2004, the Government appointed Hernan Martin
Pérez Redrado to replace Mr. Prat-Gay. Mr. Pérez Redrado assumed the governorship of the Central Bank on
September 24, 2004 under executive appointment. The Senate confirmed Mr. Redrado’s appointment on October
13,2004. He will serve for a six-year term. Mr. Redrado previously served as Secretary of Commerce and
International Economic Relations of the Ministry of External Relations, International Commerce and Worship. The
President also appointed replacements for the departing vice-governor and directors.

Monetary Policy
Monetary Policy Prior to the Crisis

Argentina’s monetary policy from 1991 through 2001 was dictated by the Convertibility Law of 1991,
which fixed a one-to-one exchange rate between the peso and the U.S. dollar and required the Central Bank to
maintain international reserves at least equal to the monetary base (consisting of domestic currency in circulation
and peso-denominated deposits of financial entities with the Central Bank). Up to a third of these reserves could be
in the form of U.S. dollar-denominated Government securities, although the amount of these securities could not
increase by more than 10.0% each year. Under this monetary regime, the peso was fully convertible into the
U.S. dollar at a one-to-one exchange rate and the money supply could be increased only if the level of the Central
Bank’s gross international reserves exceeded the monetary base.

The Convertibility Law was complemented by the 1992 amendments to the Central Bank charter, which
limited the Central Bank’s discretion with respect to the money supply. These amendments established as the
Central Bank’s principal goal maintaining the value of the domestic currency, precluded the Central Bank from
providing credit to the Government, except indirectly through purchases of Government securities, and allowed the
Central Bank to provide credit to the banking sector only on a temporary and secured basis and only for the purpose
of covering short-term liquidity needs. By limiting the Government’s ability to expand the money supply, the
Convertibility regime dramatically reduced annual inflation, from 1,344% in 1990 to 0.7% in 1998.

The monetary tools available to the Central Bank during the Convertibility regime included the capacity to
regulate banks’ reserves, a limited role as a lender of last resort to cover short-term liquidity needs of financial
institutions and a limited ability to engage in the sale and purchase of domestic assets such as peso-denominated
Government bonds (these transactions are generally referred to as open-market operations). The restrictions
imposed by the Convertibility regime, however, significantly curtailed the Central Bank’s ability to use these tools.
The Central Bank could only employ these tools if its international reserves exceeded the monetary base. These
limitations surfaced as the Central Bank struggled to address the liquidity crisis triggered by the devaluation of the
Mexican Peso in December 1994.

Several reforms were introduced following the devaluation of the Mexican peso to address the limitations
of the Convertibility regime, including the following:
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e  The traditional reserve system pursuant to which financial institutions were required to hold foreign-
currency deposits at the Central Bank was replaced by a liquidity system under which a portion of
banks’ liabilities could also be backed by other assets, such as deposits in foreign low risk institutions
and other financial instruments with low risk and high liquidity. This modification of the reserve
system effectively reduced the level of cash deposits that banks had to maintain at the Central Bank,
thus improving their level of liquidity.

e  The Central Bank charter was amended to allow the Central Bank to incur foreign-currency
denominated indebtedness.

e The Central Bank charter was amended to allow the Central Bank to provide short-term loans to
financial institutions (so long as the Convertibility regime requirements were not compromised).

e The Central Bank entered into contingent securities-repurchase agreements with 13 major international
banks, a portion of which were backed by lines of credit from the World Bank and the Inter-American
Development Bank. The Central Bank could draw on these repurchase facilities to provide short-term
liquidity to the banking sector.

These reforms increased the Central Bank’s ability to inject liquidity into the banking system at times of
crisis, without compromising the peso’s one-to-one peg to the U.S. dollar.

Monetary Policy During the Initial Stages of the Crisis

The Russian financial crisis of late 1998 and the devaluation of the Brazilian real in January 1999
weakened investors’ confidence in emerging markets and in Argentina’s ability to maintain the Convertibility
regime. This triggered a significant reduction in net capital inflows to Argentina’s private sector. By 2000, the
amount of dollars leaving the Argentine economy exceeded the amount of dollars entering the Argentine economy.
To maintain the peso’s one-to-one exchange rate as required by the Convertibility regime, the Central Bank was
forced to sell dollars for pesos in Argentina’s foreign exchange market. As pesos were taken out of circulation, the
monetary base contracted 8.7% during 2000, fueling recessionary conditions in the country.

As the crisis deepened, the Central Bank struggled to provide liquidity to the economy, while maintaining
the value of the peso against the dollar. In 2001, the Central Bank introduced several reforms to the system of
minimum reserves that financial institutions were required to maintain at the Central Bank, including the following:

e In May 2001, the Central Bank introduced greater flexibility by separating the minimum reserve
requirements applicable to demand deposits from those applicable to term deposits, giving the Central
Bank greater flexibility. The Central Bank set the minimum reserve requirements at 15.5% for demand
deposits and from 10.0% to 22.0% for term deposits, depending on the maturity of the deposit. No
reserve requirement applied to term deposits with a maturity in excess of 360 days.

e In May 2001, the Central Bank also began to pay interest on deposits made by banks to meet their
minimum reserve requirements, allowing banks to meet their reserve requirements in either local or
foreign currency, so long as they maintained their reserves in currencies equivalent to those in which
the underlying deposits were denominated, and permitted banks to fulfill their minimum reserve
requirements with Government bonds and not only with cash.

e InJuly 2001, the Central Bank began a gradual reduction of minimum reserve requirements for term
deposits in order to stimulate lending and economic activity. Between July and December 2001, the
Central Bank progressively reduced the minimum reserve requirements for term deposits from a range
0f 10.0% to 22.0% to a range of 3.0% to 15.0%.

e In October 2001, the Central Bank increased minimum reserve requirements for demand deposits from
15.5% to 18.5%.
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e In order to increase the level of international reserves in the financial system, in November 2001 the
Central Bank lowered the limit of reserves financial institutions could maintain outside Argentina,
causing the repatriation of a portion of these external reserves.

The Collapse of the Convertibility Regime

The efforts to sustain the Convertibility regime failed because, regardless of the technical merit that the
different initiatives may have had, the economic policy in itself was unsustainable for Argentina. The crux of the
problem was that the Convertibility regime was associated with an over-appreciated real exchange rate, while at the
same time, due to its intrinsic characteristics, it lacked the necessary flexibility to react to the external shocks that so
frequently affected the Argentine economy. This rigidity was exacerbated by regulatory changes, especially in the
financial sphere, which were enacted as part of the commitment to the maintenance of the peso peg to the dollar.
Consequently, the Convertibility regime generated structural imbalances in production, employment, fiscal situation,
external accounts, and evolution of the public debt.

By December 2001, the continued capital flight from the Argentine economy had made the Convertibility
regime unsustainable. On January 6, 2002, the Argentine Congress enacted the Law of Public Emergency and
Reform of the Exchange Rate Regime (which we refer to as the “Public Emergency Law”), which effectively
brought an end to the Convertibility regime by eliminating the requirement that the Central Bank’s gross
international reserves be at all times equal to at least 100% of the monetary base. The Public Emergency Law
abolished the peg between the peso and the U.S. dollar and granted the executive branch the power to regulate the
foreign exchange market and to establish foreign exchange rates. The peso currently floats against the U.S. dollar.

These changes in the foreign exchange regime completely altered the monetary framework of Argentina.
Although the Central Bank continues to intervene in the foreign exchange market from time to time by buying or
selling pesos in order to minimize drastic fluctuations in the exchange rate, the Central Bank is no longer legally
required to maintain the value of the peso against the dollar. Accordingly, increases in the demand for U.S. dollars
no longer force the Central Bank to contract the money supply by limiting the amount of pesos in circulation.

Since the approval of the Public Emergency Law, the Government has introduced several amendments to
the Central Bank’s charter. These amendments:

e allow the Central Bank to print pesos in excess of its international reserves;

e allow the Central Bank to provide direct temporary advances to the Government, but only up to an
overall cap equal to 12% of the monetary base plus 10% of the Government’s total tax collections for
the prior twelve months. Additionally, temporary advances intended for purposes other than repayment
of debt owed by the Government to multilateral lenders may not exceed 12% of the monetary base.
The Government pays no interest on these temporary advances and must repay them within one year.
If it fails to do so, it may not receive additional advances from the Central Bank; and

e loosened the restriction on the Central Bank’s ability to provide credit to private financial institutions
facing liquidity and solvency difficulties, primarily by lifting restrictions on the term and maximum
amount of these credits.

Monetary Policy Following the Collapse of the Convertibility Regime

After the devaluation of the peso, the Central Bank focused its monetary policy on providing adequate

liquidity to the economy to foster its recovery, while trying to manage the rate of inflation and stabilize the exchange
rate. During 2002, particularly during the first half of the year, the Central Bank’s ability to implement its monetary
policy was hindered by:

e the volatility in the demand for pesos following the devaluation;

o the collapse of the financial sector at the end of 2001,
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o the onerous restrictions on deposit withdrawals and on the extension of credit imposed by the
Government; and

e the issuance of quasi-currency by the Government and the provinces.

Beginning in the second half of 2002, the adjustments in Argentina’s balance of payments and the
stabilization in the value of the peso allowed the Central Bank to more effectively manage the level of liquidity.

During 2002 and 2003 the Central Bank’s principal monetary policies were as follows:

o Increase credit to the public sector. The Central Bank increased its level of credit to the Government
by providing it with temporary advances of Ps.3.4 billion in 2002 and Ps.7.4 billion in 2003. The
amounts borrowed by the Government in 2002 were repaid in 2003 and those borrowed in 2003 are
being paid in 2004 as scheduled.

o [ncrease credit to the financial system. The Central Bank increased its level of credit to the financial
system through collaterized loans (known as rediscounts) and temporary advances by Ps.12.6 billion in
the first half of 2002. During the second half of 2002, the Government eliminated the rediscount
mechanism, although it continued to make Central Bank credit available to the financial system in
other ways. Central Bank credit to the financial system increased only marginally in 2003 due to a
reduction in the demand for these funds. This resulted from the increase in deposits and the reduction
in non-financial private sector lending in 2003, both of which left banks with an excess supply of funds
to lend. As aresult, during 2003, several financial institutions began repaying funds they had
borrowed from the Central Bank in 2002. The Central Bank allowed financial institutions to repay
credits in the form of rediscounts by canceling Government debts.

o Introduction of new financial instruments. To increase the efficiency with which it could manage the
level of liquidity in the banking sector and to establish benchmark reference interest rates, the Central
Bank introduced two different types of financial instruments. In March 2002, it began issuing short-
term notes known as LEBACs and in December 2003 it began issuing medium-term notes known as
NOBACs. LEBACs are issued principally in pesos, but also in U.S. dollars and pesos adjusted for
inflation by CER. NOBACs are issued only in pesos and pesos adjusted for inflation. By buying or
selling these instruments through open-market operations, the Central Bank can more efficiently
manage the money supply and affect interest rates. As of December 31, 2003, the Central Bank had
placed a total of Ps.9.4 billion in LEBACs and Ps.178.4 million in NOBACs in the market.

o Increase international reserves. Beginning in the second half of 2002, as income from trade increased
and the demand for pesos began to recover, the Central Bank was able to begin replenishing its
international reserves. As a result, the Central Bank’s international reserves increased from U.S.$9.6
billion as of June 28, 2002 to U.S.$14.1 billion as of December 31, 2003. The Central Bank’s
purchase of foreign currencies increased the amount of pesos in circulation.

o Modifications of minimum reserve requirements. During 2002 and 2003, the Central Bank regularly
modified minimum reserve requirements to foster an adequate level of credit in the economy, without
compromising the viability of the financial system. As of December 31, 2003, the minimum reserve
requirement for demand deposits was 20%, and for term deposits it ranged from 3% to 18%, depending
on the maturity of the deposit.

To improve its decision-making ability, on September 10, 2003 the Central Bank announced that beginning
in January 2005 it would adopt inflation targeting as the basis of its monetary policy. Currently, the Central Bank
adjusts its monetary policy based on targets for the various monetary aggregates (M1, M2 and M3). These
aggregates measure the different levels of liquidity of the financial sector, with M1 measuring the level of pesos in
circulation (including the level of peso-denominated demand deposits). Under inflation targeting, instead of setting
a target for the monetary aggregates, the Central Bank would establish a target for the rate of inflation, and adjust its
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monetary policy to meet this target. Inflation forecasting is expected to improve the information that the Central
Bank uses to make decisions.

During 2003, the Central Bank also redeemed a substantial portion of the quasi-currency bonds circulating
in the economy. For a discussion of this redemption process see “Public Sector Finances—Fiscal Relations With the
Provinces—Federal Assistance to the Provinces.”

Monetary Policy During the First Nine Months of 2004

During the first nine months of 2004, the Central Bank sought to maintain an expansionary monetary
policy, without sparking a significant increase in the inflation rate, while maintaining stability in the peso’s
exchange rate. It pursued this policy primarily by purchasing foreign currencies in the foreign-exchange market,
which tended to increase the monetary base. To absorb excess liquidity, however, the Central Bank continued to
issue LEBACs and NOBACs and began to engage in repurchase transactions with financial institutions. These
repurchase transactions are in effect loans backed by collateral in the form of securities. In 2004, the Central Bank’s
ability to expand the monetary base was limited by the Government’s purchase of foreign currencies from the
Central Bank, for the purpose of servicing the Government’s obligations to multilateral lenders.

On May 28, 2004, the Central Bank introduced further changes to the minimum reserve requirements for
bank deposits. While reserve requirements for peso deposits remained constant, reserve requirements for U.S. dollar
deposits were increased, from 20% to 30% for U.S. dollar denominated demand deposits and from a range of 3% to
18% to a range of 6% to 35% for U.S. dollar denominated term deposits (depending on the maturity of the deposit).

The following table sets forth information on the Central Bank’s balance sheet as of the dates indicated:

98



Central Bank Balance Sheet
(in millions of pesos, except where otherwise stated)

As of
As of December 31, June 30,
1999 2000 2001 2002 2003 2004
Assets:
International reserves:
GOId .o Ps. 122 Ps. 97  Ps. 3 Ps. 11  Ps. 11 Ps. 1,589
Foreign currency .........cccceveeveeneeieneneenne. 1,063 643 1,980 2,470 3,611 13,697
Placements of foreign currency................. 17,816 17,694 12,968 32,755 37,910 36,416
Public bonds.........ccovveerieeiiiiiiiieeieeiees 137 428 3,345 0 0 0
Other'™ ..o, 12 3 (5) (62) (100) (48)
Total international reserves®........... 19,151 18,775 18,289 35,173 41,433 51,643
Public bonds® ..........ccooovoervireerierees 1,636 1,812 2,548 2,895 7,790 8,093
Credits to:
The Government (temporary
advances) ... - - - 700 7,369 8,099
The financial system............. 1,354 1,005 4,967 17,602 17,813 21,558
International organizations(5) 6,152 6,863 15,770 54,835 51,535 50,157
Other assets® ..., 11,057 10,676 9,344 7,261 1,363 4,782
Total aSSetS......ccvvevevveeeeereeereeereennnn 39,351 39,132 50,918 118,466 127,303 144,332
Liabilities:
Monetary Base:
Currency in circulation”.............cco.coooeee.... 16,493 15,054 10,960 18,802 30,316 31,606
Current accounts in pesos® ...........cccoo...... - - 933 10,349 16,075 17,020
Total monetary base........ccccceevenennen. 16,493 15,054 11,892 29,151 46,391 48,627
Current accounts in foreign currencies ............. 31 23 5,876 1,014 3,767 7,848
Deposits:
Government deposits - - 4,000 67 259 581
Other deposits............. 961 1,789 396 662 704 399
Total deposits......ccevereververeerieneennns 961 1,789 4,396 729 963 1,480
Obligation to international organizations.......... 5,770 6,265 15,132 52,584 49,436 47,813
Central Bank notes:
Notes issued in foreign currency - - - 622 268 177
Notes issued in pesos........cccceevennene - - - 2,712 9,295 14,611
Total Central Bank notes® ............... - - - 3,334 9,563 14,788
Other liabilities ...........cocovvvevrvereeereeeeeeeeenne 12,259 11,780 10,480 12,968 7,521 8,406
Total liabilities 35,514 34,911 47,777 99,780 117,640 128,960
NEt ASSELS ..vviivvieeeieereeireeeree e Ps. 3,837 Ps. 4220 Ps. 3,142 Ps. 18,686 Ps. 9,662 Ps. 15371
Memorandum items:
International reserves (in millions of U.S.
dONIATS)...veeeeeieieeceeee e 19,151 18,775 18,289 10,459 14,119 17,443
International reserves of the central bank
(in months of total imports)...........ccceevervennene 9.5 9.4 11.5 14.8 12.9 10.4
Exchange rate Ps./U.S.$"? .....ccooovvvvrrerrs 1.00 1.00 1.00 3.36 2.93 2.96

(1) Includes the Asociacion Latinoamericana de Integracion or ALADI.

(2) Includes short-term foreign-currency denominated bonds and foreign-currency denominated deposits.

(3) Includes1990 Consolidated Treasury Note, IMF Obligation and others.

(4) For 2002 the total of transitory advances does not coincide with the total that appears in “Public Debt” because of differences in the dates on
which such amounts were recorded by the Government and by the Central Bank.

(5) Includes transfers to International Organizations from the Government accounts and transfers to the Government from issuances by the IMF.

(6) Includes transition accounts and others.

(7) Includes cash in vaults at banks and does not include quasi-currencies.

(8) Includes bank reserves in pesos at Central Bank.

(9) Includes LEBACs and NOBACs.

(10) Exchange rate used by the Central Bank to publish its balance sheet.

Source: Central Bank.
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Liquidity Aggregates

Argentina’s monetary base consists of domestic currency in circulation (including cash held in vaults by
banks) and peso-denominated deposits of financial entities with the Central Bank. Additionally, the Central Bank
employs the following monetary aggregates to measure the level of liquidity in the Argentine economy:

e  MI measures domestic currency in circulation plus peso-denominated demand deposits;
e M2 measures M1 plus peso-denominated savings deposits; and

e M3 measures M2 plus all other peso-denominated deposits and foreign-currency denominated
deposits.

During 1999, despite the pronounced decrease in net capital inflows triggered by the Russian financial
crisis of late 1998 and the devaluation of the Brazilian real in January 1999, the monetary base increased by 0.8% to
U.S.$16.5 billion, as the amount of dollars entering the Argentine economy continued to offset the amount of dollars
leaving the Argentine economy. However, because this increase in the money supply was significantly lower than
the rate of increase registered during the prior three years, it had an adverse effect on the level of economic activity.

In 2000 and 2001, the monetary base decreased significantly, as it became increasingly difficult to offset
the increasing conversion by the public of pesos into dollars and the reduction in net capital inflows to the private
sector (which turned into capital outflows of U.S.$5.4 billion by 2001) within the constraints of the Convertibility
regime.

As of December 31, 2000, the monetary base had decreased to U.S.$15.1 billion, an 8.7% decline from
December 31, 1999. As of December 31, 2001 the monetary base had further decreased to U.S.$11.9 billion, a
21.0% decline from December 31, 2000.

After the end of the Convertibility regime, the rise in the level of credit provided by the Central Bank to
both the public and private sectors resulted in an increase in the monetary base in nominal peso terms. The
monetary base thus increased 145.1% to Ps.29.2 billion in 2002. In 2003, the monetary base continued to increase,
by 59.1% to Ps.46.4 billion in 2003, this time fueled primarily by the Central Bank’s purchases of international
reserves, which put more pesos into circulation and the redemption of federal and provincial quasi-currencies in the
market. In total, from December 31, 2001 to December 31, 2003, the monetary base expanded by 290.1%. The
issuance of LEBACs and NOBACs in 2002 and 2003 served as the Central Bank’s monetary-policy tool to reduce
liquidity.

During the first six months of 2004, the monetary base increased 5.7% to Ps.48.0 billion, due primarily the
Central Bank’s continued policy of acquiring international reserves in the foreign-exchange market. During the
third quarter of 2004, however, Argentina’s monetary base decreased by 3.4% to Ps.46.3 billion. This decrease
resulted from reductions in liquidity levels caused by the Government’s purchase of foreign currencies from the
Central Bank in order to service its debt obligations to multilateral creditors, the cancellation of rediscounts by
financial institutions in Argentina and by the issuance of LEBACs and NOBACs by the Central Bank.

The following tables set forth information on Argentina’s liquidity aggregates as of the dates indicated:
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Liquidity Aggregates”
(in millions of pesos)

As of
As of December 31, June 30,

1999 2000 2001 2002 2003 2004
Currency in circulation® ........... Ps. 13,721 Ps. 12,556 Ps. 9,073 Ps. 16,416 Ps. 26,631 Ps. 31,606
MI® e 22,843 22,117 15,834 30,847 48,975 63,836
M2 e 30,936 30,012 20,478 40,140 63,724 83,707
M3 e 92,383 96,374 74,237 84,107 117,063 140,920
Monetary base©@............ccccoo....... 16,493 15,054 11,892 29,151 46,391 48,627

(1) Figures in this table reflecting amounts of deposits may differ from those presented in the tables “Deposits by Sector and by Type of Financial
Institution” and “Deposits by Sector and by Type of Deposit” because the numbers in this table are updated more frequently by the Central
Bank.

(2) Does not include cash in vaults at banks or quasi-currencies.

(3) MI1: Domestic currency in circulation + peso-denominated demand deposits.

(4) M2: MI + peso-denominated savings deposits.

(5) M3: M2 + all other peso-denominated deposits + total foreign currency denominated deposits, principally in U.S. dollars.

(6) Consists of domestic currency in circulation (including cash held in vaults by banks) and peso-denominated deposits of financial entities
with the Central Bank.

Source: Central Bank.

Liquidity Aggregates”
(% change from previous year)

As of

As of December 31, June 30,
1999 2000 2001 2002 2003 2004

Currency in circulation® ... 1.7% (8.5)% 7.7)% 80.9% 62.2% 18.7%
MID e, (3.9) (3.2) (28.4) 94.8 58.8 30.3
M2D e 4.7) (3.0) (31.8) 96.0 58.8 314
M3 e, 23 43 (23.0) 13.3 39.2 20.4
Monetary base®.............ccoo...... 0.8 (8.7) (21.0) 145.1 59.1 4.8

(1) Figures in this table reflecting amounts of deposits may differ from those presented in the tables “Deposits by Sector and by Type of
Financial Institution” and “Deposits by Sector and by Type of Deposit” because the numbers in this table are updated more frequently by
the Central Bank.

(2) Does not include cash in vaults at banks or quasi-currencies.

(3) MI1: Domestic currency in circulation + peso-denominated demand deposits.

(4) M2: MI + peso-denominated savings deposits.

(5) M3: M2 + all other peso-denominated deposits + total foreign currency denominated deposits, principally in U.S. dollars.

(6) Consists of domestic currency in circulation (including cash held in vaults by banks) and peso-denominated deposits of financial entities
with the Central Bank.

Source: Central Bank.

In 1999, the increase in M3 as compared to the decreases in M1 and M2 reflected transfers of deposits from
short-term peso-denominated deposits to longer-term and dollar-denominated deposits. This shift was due to
investors’ increasing lack of confidence in the stability of the peso coupled with their seeking higher interest rate
returns. At the same time, currency in circulation increased only modestly. In 2000, currency in circulation
declined as the other liquidity aggregates reflected the same trends as in 1999. The economic recession and
investors’ transfer of deposits from pesos into dollars was most significant in 2001, as currency in circulation
declined 27.7%, which was also attributable to the introduction of federal and provincial quasi-currencies into the
market in that year that are not reflected as currency in liquidity aggregates. The 23.0% decline in M3 in 2001
reflected the overall withdrawal of deposits from the financial system.

Renewed confidence in the value of the peso in the second half of 2002, coupled with low inflation and an
increase in the reserves of the financial system, drove the increase in all of the liquidity aggregates during this
period. The larger increase of M1, M2 and M3 in 2002, as compared to currency in circulation, reflected the return
of deposits to the financial system. In 2003, the increase in all of the liquidity aggregates followed the same trends
as for 2002, although the larger relative increase of currency in circulation as compared to the other monetary
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aggregates reflected the redemption of the federal and provincial quasi-currencies from the market. All liquidity
aggregates continued to increase during the first six months of 2004. As of June 2004, M1 had increased by 30.3%
since December 2003. M2 increased by 31.4% and M3 by 20.4% during the same period. These increases were due
primarily to the increase in economic activity during the first half of 2004, as low interest rates and optimism about
future economic growth continued to fuel demand for the local currency.

Foreign Exchange and International Reserves

Until the collapse of the Convertibility regime in January 2002, the Central Bank regularly intervened in
the foreign exchange market, selling and buying dollars as necessary to maintain the peg between the value of the
peso and the value of the dollar. Under the Convertibility regime there were no foreign exchange restrictions, all of
which had been removed on or prior to December 1989. Due to the ease of conversion between pesos and dollars
and the lack of restrictions on capital flows, Argentina’s foreign exchange market was vulnerable to external shocks
such as increases in international interest rates (in particular U.S. interest rates), and speculative outflows triggered
by foreign financial crises.

The capital flight triggered by the external crises beginning in late 1998 forced the Central Bank to
intervene in the foreign exchange market to maintain the peso’s value against the dollar as follows:

e In 2000, the Central Bank’s net sales of U.S. dollars totaled U.S.$376 million. As a result, its gross
international reserves decreased by 2.0%, to U.S.$18.8 billion (of which U.S.$428 million or 2.3%
consisted of U.S. dollar-denominated Government securities).

e In 2001, the Central Bank’s net sales of U.S. dollars totaled U.S.$486 million. As a result, the Central
Bank’s gross international reserves decreased 2.6% to U.S.$18.3 billion (of which U.S.$3.3 billion or
18.3% consisted of foreign-currency denominated Government securities).

Following passage of the Public Emergency Law in January 2002, the Central Bank was no longer legally
required to maintain the a one-to-one exchange rate between the peso and the U.S. dollar. The executive branch was
given authority to establish the exchange rate and to regulate the foreign exchange market.

The Government initially established a temporary dual exchange rate system, with an official exchange rate
for certain types of trade-related transactions and a floating exchange rate for all other transactions. This temporary
dual exchange rate system was quickly abandoned and the Government allowed the peso exchange rate to float. In
2002, the peso depreciated more than 236% against the dollar, reaching its lowest level of Ps.3.87 per one U.S.$1.00
on June 26, 2002.

During 2002, the Central Bank continued to sell dollars in the foreign exchange market, but in a less
pronounced manner, with the goal of slowing the devaluation of the peso. As a result, the Central Bank’s
international reserves further decreased 42.8% to U.S.$10.5 billion as of December 31, 2002. Additionally, during
2002 the Central Bank adopted new regulations for foreign exchange transactions designed to increase the demand
for pesos and curb the capital outflows. For a description of these regulations see “Monetary System —Restrictions
on Foreign Exchange Transactions.”

By the fall of 2002, the devaluation of the peso had triggered a sharp reversal in the external sector’s
current account, as imports decreased due primarily to the rise in the prices of foreign goods. The resulting decrease
in the balance of payments deficit, combined with the new regulations on foreign exchange transactions, eased the
downward pressure on the peso and began to stabilize the exchange rate.

During 2003, the net amount of dollars entering the Argentine economy through trade finally exceeded the
amount of capital leaving the Argentine economy. As a result, the peso began to appreciate in value against the
dollar. As of December 31, 2003, the exchange rate had reached Ps.2.93 per U.S.$1.00 and the Central Bank’s
international reserves increased 35.0% to U.S.$14.1 billion.
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During the first six months of 2004, the Central Bank continued to purchase foreign reserves in the foreign-
exchange market, absorbing the inflow of foreign currencies into the Argentine economy reflected in country’s
balance of payments surplus. As a result the Central Bank’s international reserves increased 23.5% to U.S.$17.4
billion as of June 30, 2004. This trend continued during the third quarter of 2004, resulting in a 4.5% increase in the
Central Bank’s international reserves to U.S.$18.2 billion.

The following table sets forth the peso’s exchange rate against the U.S dollar since the end of the
Convertibility regime:

Nominal Exchange Rate
(pesos per U.S. dollar)

At end of
Average period
1.00 1.00
3.07 3.36
2.95 2.93
2.89 2.94
2.93 2.92
2.90 2.86
2.84 2.85
2.92 2.96
2.96 2.96
2.96 2.98
3.01 3.00
3.00 2.98
2.97 2.98
2.95 2.95

(1) From January 1, 2002 until March 3, 2002, the nominal exchange rate used is the “valuation exchange rate” and since March 4, 2002, the
exchange rate used is the “reference exchange rate” (both of which are published by the Central Bank).
Source: Central Bank.

Restrictions on Foreign Exchange Transactions

To stem the capital flight and stabilize the peso exchange rate, in 2002 the Central Bank imposed
restrictions on foreign exchange transactions and capital outflows from Argentina. Set forth below is a summary of
these restrictions, some of which remain in place:

o Export and Import Transactions

— Beginning in February 2002, exporters were required to exchange in the local exchange market the
foreign currency proceeds of their export activities within a certain period after the transaction was
consummated. This period varies depending on the type of product or service, with the maximum
term extending up to 360 days after the export transaction was consummated. This restriction
remains in place.

— Beginning in June 2002, exporters were required to sell the foreign currency proceeds of their
export activities in excess of U.S.$1.0 million to the Central Bank (this threshold was
subsequently decreased several times, but in January 2003 was reset at U.S.$1.0 million, as the
demand for pesos increased). In May 2003, the Central Bank lifted this requirement.

— Beginning in February 2002, importers were required to make payments for imported goods (not

services) 90 to 180 days in advance. In November 2002, the Central Bank lifted this requirement
for capital goods and in March 2003 it began to ease this requirement for all imported goods.
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o  Capital Transfers

— Beginning in the first quarter of 2002, with limited exceptions, purchases of foreign currencies for
debt service (including principal and interest payments) and remittance of investment profits had
to be authorized by the Central Bank. The Government began easing these requirements in March
2003. Additionally, as of June 30, 2004, recipients of foreign-currency proceeds of financial debts
were required to exchange such proceeds for local currency within 30 days of their receipt.
Moreover, they were precluded from purchasing foreign currencies for repayment of such debt
until 90 days prior to their maturity. Foreign currencies, however, could be freely purchased at
any time for effecting interest payments on such debts.

— Beginning in September 2002, residents’ purchases of foreign currencies in excess of
U.S.$100,000 per month for certain transactions (including real estate transactions, portfolio
investment and purchases of travelers checks) had to be authorized by the Central Bank. This
threshold was subsequently increased several times. As of June 30, 2004, this threshold generally
stood at U.S.$2,000,000. In June 2004, however, these limits were temporarily relaxed for
portfolio investments made prior to December 31, 2004 by entities of Argentina’s non-financial
private sector, if the proceeds from such investments were used to repay certain restructured debt
obligations (subject to various restrictions, including a U.S.$40 million per month limit).

— As of June 30, 2004, non-Argentine residents in Argentina were limited to monthly purchases of
foreign currencies of up to U.S.$5,000, except in connection with debt payments in relation to
import transactions, collection in local bankruptcies and sales of portfolio investments, which
were subject to a U.S.$2.0 million limit.

— As of June 30, 2004, recipients of foreign currency transfers from abroad were required to wait
180 days before retransferring such amounts abroad, with exceptions for certain foreign
commercial transactions and foreign direct investment.

Inflation

Prior to the adoption of the Convertibility regime, Argentina had been plagued by high inflation. By the
late 1980s, Argentina was facing its latest bout of hyperinflation, with the CPI increasing by 1,344% in 1990. The
restrictions imposed by the Convertibility regime brought this to an end. By 1996, the year-to-year increase in the
CPI had dropped below 1%, as was the case for the WPI in 1997.

The downturn in economic activity starting in the last quarter of 1998, however, brought about price
deflation. Wholesale prices were impacted by deflation first, with the WPI decreasing 6.3% in 1998. Price deflation
was first observed in the wholesale market due to a worldwide decline in commodity prices, particularly in the
agricultural and industrial sectors, in addition to the effects of the recession.

Wholesale prices increased 1.2% in 1999 and 2.4% in 2000, due in 2000 to strong growth in the Brazilian
economy, which increased the demand for Argentine goods, and a recovery of worldwide commodity prices. The
return to inflation in the wholesale market in 2000, however, was short-lived, as the WPI registered a 5.3% decline
in 2001.

Consumer prices began to decline in 1999, with the CPI decreasing 1.8% in 1999, 0.7% in 2000 and 1.5%
in 2001, due primarily to the drop in consumer demand resulting from the recession.

Price deflation with respect to the CPI further aggravated Argentina’s economic downturn, as it tended to
discourage consumption and put downward pressure on wages. This in turn undermined the ability of debtors to

repay debts, increasing the bad-loan portfolio of the banking sector.

Deflation in both consumer and wholesale prices came to an end in 2002 with the devaluation of the peso,
which resulted in a significant increase in the price of foreign goods. The sharp rise in the price of imports created
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inflationary pressures in the Argentine economy, prompting a significant rise in both consumer and wholesale
prices. In 2002, the CPI increased 41% and the WPI increased 118%.

The rate of inflation stabilized during 2003, due primarily to the appreciation of the peso and prudent fiscal
policy. During 2003, the CPI increased 3.7% and the WPI increased 2.0% as compared to the levels registered as of
December 31, 2002. During the first eleven months of 2004, the CPI and the WPI increased by 5.2% and 6.9%,
respectively, compared to their levels as of December 31, 2003. This increase in inflation reflected the continued
increase in private consumption during 2004.

The following table sets forth inflation rates for the periods indicated:

Inflation”
(% change from previous period unless otherwise stated)

Consumer Price Index Wholesale Price Index
(1.8)% 1.2%
0.7) 24
(1.5) (5.3)
41.0 118.0
3.7 2.0
0.4 (0.3)
0.1 1.4
0.6 0.4
0.9 0.8
0.7 1.3
0.6 0.2
0.5 0.9
0.3 2.4
September? ... 0.6 0.2
OCLODEID .ot seeees 0.4 0.6
NOVEIMDEI™ ... 0.0 (1.3)
First eleven months of 2004 @ oo 5.2% 6.9%

(1) Annual figures reflect accumulated annual inflation. Monthly figures reflect inflation for that month as compared to the prior month.
(2) Preliminary figures for Wholesale Price Index.

(3) Change from December 31, 2003.

Source: Ministry of Economy.

Regulation of the Financial Sector

The Financial Institutions Law confers significant power on the Central Bank to regulate the financial
sector. These powers include authority to fix minimum capital, liquidity and solvency requirements, approve bank
mergers, approve certain capital increases and transfers of stock, grant and revoke banking licenses and authorize
the establishment of branches of foreign financial institutions in Argentina. The Central Bank also regularly
monitors the activities and operations of financial institutions, requiring them to submit periodic financial reports,
and is authorized to adopt regulations that further the intent of the Financial Institutions Law.

The Central Bank regulates the financial sector primarily through the Superintendency of Financial
Institutions, which is responsible for enforcing Argentina’s banking laws, establishing accounting and financial
reporting requirements for the banking sector, monitoring and regulating the lending practices of financial
institutions, and establishing rules for participation of financial institutions in the foreign exchange market and the
issuance of bonds and other securities.
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Financial Sector Reforms Adopted During the Convertibility Regime

During the liberalization of the economy in the 1990s, the Government implemented significant reforms of
the financial sector. These reforms included the following:

e privatization of most state-owned banks and several provincial banks;
e the opening of the financial system to foreign investment; and
e the establishment of minimum capital and liquidity requirements.

In light of the liquidity crisis following the devaluation of the Mexican peso in 1994, the Government
implemented further measures to enhance the stability of the financial system. These measures included the
following:

o the creation of two fiduciary funds, one designed to provide liquidity to and further the privatization
of provincial banks, the other to finance the restructuring or merger of troubled banks; and

e amendments to the Financial Institutions Law to improve the Central Bank’s ability to restructure
banks in financial distress by dividing the assets and liabilities of a troubled bank into a financially-
sound bank to be sold, and an insolvent bank (which would own all non-performing assets of the
original bank) to be liquidated.

Measures Adopted During the Economic Crisis

Restrictions on bank withdrawals and rescheduling of deposits. As a result of the reforms instituted by the
Government prior to 1998, the monetary and financial system had achieved substantial stability and strength prior to
the onset of the economic crisis and remained relatively stable during the first two years of the recession. However,
as the crisis deepened and speculation of a potential devaluation mounted, confidence in the banking sector began to
erode, triggering a significant run on deposits in 2001. By December 31, 2001, total deposits (peso and dollar) had
declined 23.2% from the level at December 31, 2000 levels, thus threatening the liquidity of the system.

To reduce the threat of a collapse of the banking sector, in December 2001 and February 2002 the
Government imposed the following strict limits on bank withdrawals:

o The “corralito.” The first wave of restrictions on deposits, known as the “corralito,” froze all dollar-
and peso-denominated demand deposits. Depositors were permitted to withdraw a maximum of
U.S.$250 or Ps.250 per depositor per week (later increased to Ps.300 per week or Ps.1,200 per month,
except for accounts where salaries were deposited directly by an employer, which were subject to a
Ps.1,500 monthly limit).

o The “corralon.” The second wave of restrictions on deposits, known as the “corralon,” froze and
rescheduled all term deposits in excess of Ps.3,000. The Government extended the maturity of these
term deposits and ordered that they be repaid in installments. The repayment schedules varied
depending on the amount of the deposit and its original denomination, with dollar-denominated
deposits subject to lengthier extensions. Additionally, under the corralon the Government also
converted demand deposits over a certain amount into term deposits.

Along with the corralito and the corralon, the Government set limits on the extension of credit, briefly
precluding banks from issuing loans in pesos and requiring that loans in excess of U.S.$1,000 be credited to

accounts held at financial institutions.

The restrictions imposed by the corralito and the corralon shielded banks from further massive
withdrawals and reduced capital flight. Nevertheless, these restrictions also led to a severe reduction in all
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commercial and financial activities in the country, greatly aggravating the economic downturn and sparking
increased social unrest and the political crisis that brought down the De la Rua administration.

Pesification. Under the Convertibility regime, a large portion of the debt obligations within the Argentine
economy were denominated in dollars. The collapse of the Convertibility regime and subsequent devaluation of the
peso threatened to bring about the insolvency of many individuals and institutions owing foreign-currency
denominated debts in Argentina. To relieve this situation, in February 2002 the Government ordered the
pesification of the economy, which consisted primarily of the following measures:

o The conversion of debts. The Government ordered the conversion into pesos at a rate of Ps.1.00 per
U.S.$1.00 of substantially all foreign-currency denominated, Argentine-law governed debts owed to
financial institutions (except those owed by public sector entities or other financial institutions). This
conversion was subject to adjustments for inflation based on the CER or CVS, as applicable.

e The conversion of deposits. The Government also ordered the conversion of all substantially foreign
currency denominated deposits into peso denominated deposits at an exchange rate of Ps.1.40 per
U.S.$1.00. This conversion was subject to adjustments for inflation based on the CER.

e The Government issued to banks a new type of financial instrument, known as a Boden Compensation
(Boden 2007 and Boden 2012), to compensate them for losses they incurred as a result of the
difference between their pesified assets and their pesified liabilities (known as “asymmetric
pesification”).

e In addition to the Boden Compensation, in May 2002 the Government issued a new type of bond
(Boden 2012), known as the Boden Coverage, to compensate banks for losses they incurred (based on
their balance sheets as of December 31, 2001) reflecting any amounts by which their remaining
foreign-currency denominated liabilities not subject to pesification exceeded their remaining
foreign-currency denominated assets not subject to pesification.

e In October 2003, the Government authorized the issuance of an additional Boden (Boden 2013) to
compensate financial institutions for losses they might have incurred (based on their balance sheets as
of December 31, 2001) reflecting any amounts by which their CER-indexed liabilities may have
exceeded their CVS-linked assets, to the extent that differences in the applicability of each of the two
indexes generated such a difference. As of December 31, 2003, no such Boden had yet been issued.

The different exchange rates applied to the conversion of foreign-currency denominated deposits and loans,
resulting in a substantial decrease of banks’ assets relative to their liabilities, caused banks to suffer heavy losses.
This exchange rate disparity, along with increases in the banks’ bad-loan portfolios and the decline in value of their
substantial holdings of Government debt, left much of the sector virtually insolvent.

Litigation resulting from withdrawal restrictions and pesification. The restrictions on bank withdrawals
and the pesification of deposits in 2002 resulted in depositors bringing thousands of cases before the Argentine
courts. The claims were brought by two different types of claimants. The first series of cases were brought by
claimants who had refused to accept any of the compensation offered by the Government and/or financial
institutions in relation to the restrictions on bank withdrawals and the pesification. These claimants sought the return
of the original value of their deposits from their financial institutions. The second wave of cases was brought by
claimants who had accepted the compensation offered by the Government and/or financial institutions, but later
sought the difference between this compensation and the amount that they would otherwise have been entitled to
receive at market exchange rates.

In both types of cases, suit was brought against the financial institution, and in many instances against the
Government, alleging that several of the restrictions on deposits and the pesification were unconstitutional. Most of
these cases were brought in the form of amparos, or expedited court proceedings which permitted the return of part
or all of disputed amounts to the claimant before a final decision was rendered. In almost none of the cases in which
the claimants have been entitled to receive payment has the Government itself been required to pay. In almost all
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instances, payment has been made by the financial institution where the corresponding deposit was held. As of
June 30, 2004, claimants had received approximately Ps.19.8 billion from their financial institutions as a result of
these legal challenges.

On February 1, 2002, the Argentine Supreme Court ruled that the restrictions on demand deposit
withdrawals were unconstitutional in a case involving deposits of an individual depositor with Banco de Galicia y
Buenos Aires. The following day, the Government suspended for 180 days all judicial challenges to the freeze on
deposits, a decision also disputed as unconstitutional by claimants.

The court decisions finding the limits on withdrawals illegal and uncertainty as to what additional
restrictions the Government might impose contributed to the uncertain outlook of the banking system in 2002. On
March 5, 2003, the Supreme Court ruled that the Government’s conversion of U.S. dollar-denominated deposits into
pesos, as well as its 180-day suspension of judicial challenges, was unconstitutional in the case of deposits of the
province of San Luis with Banco de la Nacion Argentina. The decision provided a 60-day period during which the
contending parties were to agree upon the distribution of compensation pursuant to the court’s decision. The
San Luis decision has no binding effect in other cases, only over the parties involved in the controversy. There have
been no further decisions in line with the San Luis decision.

On July 13, 2004, the Supreme Court issued a decision in the case of a bank depositor who had accepted
compensation for his original U.S. dollar-denominated deposit in the form a peso-denominated instrument applying
the official conversion rate of Ps.1.4 plus CER per U.S. dollar. The claimant sought the difference between the
value of this compensation and the value that he would have received if the higher market exchange rate had been
used for the conversion. The Court denied the claimant’s request. Prior to this decision, many lower courts had
ruled in favor of the claimant in similar cases. In a more recent case, however, the Supreme Court issued a decision
in which it upheld the constitutionality of pesification. On October 26, 2004, the Supreme Court of Argentina ruled
that the Government’s pesification of bank deposits in 2002 was constitutional in light of the prevailing economic
conditions at the close of 2001. As in the San Luis decision, the decision in each of these cases was limited in its
application to the parties involved in the controversy and has no binding effect on other litigants.

The Government continues to defend its position that the withdrawal restrictions and pesification of
deposits were necessary and reasonable responses to the economic and financial crisis, and has appealed all judicial
decisions that have invalidated these measures.

Compensation for pesification and rescheduling of deposits. To compensate depositors for the pesification
and rescheduling of their deposits, during the course of 2002 and 2003 the Government in two separate phases gave
depositors the option of exchanging their rescheduled deposits for various kinds of financial instruments intended to
provide increased liquidity to the financial system. In the first phase, these financial instruments included the
following:

e Boden Depositor. Government bonds (Boden 2005, Boden 2007 and Boden 2012) with various
maturities and denominated in either dollars or pesos depending on the denomination of the original
rescheduled deposit, which could also be used for certain economic transactions, such as real estate
transactions, vehicle purchases and construction transactions and could also be used to repay certain
bank loans and certain taxes owed to the Government.

e Cedros. Negotiable instruments issued by financial institutions that represent a claim on the
rescheduled deposit, which could be used to repay certain bank loans. Cedros are not backed by the
Government and trade on the Buenos Aires Stock Exchange.

In the second phase of the exchange, these financial instruments included the following:

e Boden Depositor. During the second phase, depositors that had received Cedros in the first phase had

the option to exchange those Cedros for dollar-denominated Boden Depositor (Boden 2006 and Boden
2013) with different financial terms from those offered in the first phase. The Boden 2006 and Boden
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2013 include an option of the holder to sell to the financial institution holding the original deposit the
right to future payments of principal or interest on these bonds at a rate of Ps.1.40 plus CER.

e  Fixed-term notes. Peso-denominated notes issued by financial institutions with a nominal value equal
to the pesified value of the rescheduled deposit plus CER. The Government issued an option to
provide holders with the peso-plus-CER value in respect of payments on the notes.

Easing of Restrictions During Economic Recovery

As the demand for pesos recovered in the fall of 2002, easing the pressure of capital flight from the
Argentine economy and its banking system, the Government was able to lift all restrictions on withdrawals of
demand deposits in November 2002.

Similarly, in April 2003, depositors were permitted to withdraw their term deposits, subject to the
following requirements:

o Deposits originally denominated in pesos. Depositors could freely access term deposits that were
originally denominated in pesos.

e Deposits originally denominated in foreign currencies. With respect to deposits originally made in
foreign currencies and converted into pesos, depositors had the various options, which depended on the
amount of the deposit, of receiving a combination of cash, term deposits and Government bonds.

Some depositors chose not to withdraw their deposits in order to preserve the original value of the account
in its original currency in hopes of pursuing a lawsuit against the Government. Restrictions on withdrawals are no
longer in effect.

Composition of the Financial Sector

The number of financial institutions in Argentina began to decrease first after the financial crisis of 1981
and at a more rapid pace in the late 1990s as significant consolidation took place in this sector in response to the
liquidity crisis triggered by the devaluation of the Mexican peso in 1994. Due to the wave of privatizations in this
sector during the 1990s, only 15 of these institutions were state-owned as of December 31, 2003. Following the
opening of this sector to foreign investment in 1995, a growing number of the banks operating in Argentina were
foreign-owned. Of the 116 financial institutions that comprised the banking sector on December 31, 1999, 46 were
foreign entities.

From January 1, 1999 through December 31, 2003, the number of financial institutions in Argentina
declined due to the rise in non-performing loans caused by the recession, the liquidity crisis triggered by the run on
deposits beginning in 2001 and the measures implemented by the Government to regulate the financial sector during
and after the collapse of the Convertibility regime. As of December 31, 2003, there were 96 financial institutions
operating in Argentina. Foreign participation in the sector also declined somewhat, to 40 foreign entities as of
December 31, 2003.
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The following table sets forth the number of financial institutions operating in Argentina as of the dates
indicated:

Number of Financial Institutions in Operation in the Financial System, by Type

As of December 31,
1999 2000 2001 2002 2003
State-owned banks™ .............ccoccooreriiiiieennnn. 16 14 13 16 15
Private banks............ccceeeeiiiiiiiiiieiiieceee e 76 75 71 62 60
Financial entities other than banks..... 24 24 22 21 21
Total ..o 116 113 106 99 96

(1) National, provincial and municipal.
Source: Central Bank.

Number of Financial Institutions in Operation in the Financial System, Domestic and Foreign

As of December 31,
1999 2000 2001 2002 2003
National institutions'............ 70 63 57 57 56
Foreign-owned institutions® .. 46 50 49 42 40
Total...oooveeeeieecieieiene 116 113 106 99 96

(1) Includes state-owned banks, private banks and other financial institutions (such as credit unions).
(2) Includes private foreign banks and other foreign financial entities other than banks.
Source: Central Bank.
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Assets and Liabilities of the Financial System

The following tables set forth the assets and liabilities of the Argentine financial system as of the dates
indicated:

Total Assets and Liabilities of the Financial System by Type of Institution
(in millions of pesos)

As of December 31,
1999 2000 2001 2002 2003
State-owned banks!”
ASSEES .ttt Ps. 41,925 Ps. 41,985 Ps. 39337 Ps. 71,147 Ps. 74,801
LAAbIlItES ..o 38,111 37,695 35,197 61,745 67,539
NEL ettt e 3,814 4,290 4,140 9,402 7,262
Private banks
AASSES v 108,542 119,133 82,645 114,617 109,426
96,247 106,975 71,168 98,980 94,860
12,295 12,158 11,477 15,637 14,566
2,349 2,362 1,999 1,778 1,677
1,880 1,808 1,332 726 679
468 554 667 1,053 998
Total assets and liabilities
Assets.......... 152,815 163,480 123,981 187,542 185,904
Liabilities 136,238 146,478 107,698 161,451 163,078
TOtal NEt ... Ps. 16,577 Ps. 17,002 Ps. 16,283 Ps. 26,091 Ps. 22,826

(1) National, provincial and municipal.
Source: Central Bank.

Total Assets and Liabilities in the Financial System by Type of Institution
(% change from previous period)

As of December 31,
1999 2000 2001 2002 2003
State-owned banks'"
ASSEES ...ttt (5.9% 0.1% (6.3)% 80.9% 5.1%
Liabilities 0.4 (1.1) (6.6) 754 9.4
NEL et (42.4) 12.5 3.5) 127.1 (22.8)
Private banks
ASSCES ..ttt 10.6 9.8 (30.6) 38.7 4.5)
8.8 11.1 (33.9) 39.1 4.2)
(26.7) (1.1) (5.6) 36.2 (6.8)
21.7 0.6 (15.4) (11.0) (5.7
20.3 (3.8) (26.3) (45.5) (6.5)
27.5 18.3 20.3 57.9 (5.2)
Total assets and liabilities
ASSEES .t 5.6 7.0 (24.2) 51.3 0.9)
LAADIIHES 1. 6.5 7.5 (26.5) 49.9 1.0
Total net... 0.7)% 2.6% 4.2)% 60.2% (12.5)%

(1) National, provincial and municipal.
Source: Central Bank.
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Assets

The total assets of the financial system increased from Ps.144.7 billion as of December 31, 1998 to
Ps.152.8 billion as of December 31, 1999 and to Ps.163.5 billion as of December 31, 2000.

In 2001, total assets of the financial system decreased 24.2% to Ps.124.0 billion, as lending to the private
sector decreased dramatically. This reduced lending resulted from the diminishing liquidity of banks due to the run
on deposits, reduced demand for credit and the significant rise in interbank lending rates, caused by the capital flight
from Argentina and the contraction of the monetary base. It also reflected the higher risks associated with lending,
as the recession continued to depress incomes and fears of an impending devaluation heightened. A substantial
portion of bonds and loans held by financial institutions in 2001 were denominated in dollars, which created a high
risk of nonpayment upon a devaluation of the peso.

In 2002, total assets of the financial system (measured in U.S. dollars) decreased 55.0% (to U.S.$55.8
billion), due to the combined effect of the pesification of loans and Government bonds ordered by the Government
and the devaluation of the peso. Measured in peso terms, however, total assets of the financial system increased to
Ps.187.5 billion.

In 2003, total assets of the financial system (measured in U.S. dollars) increased by 0.9% to
U.S.$63.4 billion. In peso terms, total assets decreased by 0.9%, from Ps.187.5 billion at December 31, 2002 to
Ps.185.9 billion at December 31, 2003. This decrease in assets resulted in part from a decrease in credit to the non-
financial private sector attributable to the measures that the Government adopted following the pesification and
devaluation, including the CER adjustment in August 2002 of a portion of outstanding loans to the non-financial
public sector, the permitted use of Government securities for payment through May 2002 of certain unpaid and
overdue debt obligations, and the permitted use of Cedros and Boden Depositor to pay certain debts to financial
institutions.

Loan Portfolio and Risk Profile

Beginning in 1999, total outstanding credit to the non-financial private sector began to decrease as a result
of a decline in the demand for loans attributable to the economic recession and the rise in interest rates. As of
December 31, 1999, credit to the non-financial private sector had declined 2.2% to Ps.68.0 billion, compared to
December 31, 1998. This trend continued in 2000 and accelerated in 2001, as the recession deepened and interest
rates reached higher levels. During these years, heightened risk of defaults and the fear of a peso devaluation further
dampened lending to the non-financial private sector. As of December 31, 2000, credit to the non-financial private
sector had decreased to Ps.64.5 billion, a 5.2% decline from 1999, and as of December 31, 2001, it had further
declined to Ps.52.0 billion, a 19.4% decline from 2000.

In 1999 and 2000, the total level of credit provided by Argentina’s financial system remained relatively
constant, as the reduction in credit to the non-financial private sector was offset by the greater credit extended to the
public sector. In 1999, total credit increased 0.8% to Ps.77.7 billion, while in 2000 it declined 2.0% to Ps.76.2
billion. In 2001, however, total credit declined 7.8% to Ps.70.2 billion, despite the significant increase of public
sector credit during that year.

In 2002, as the economy came to a standstill, credit to the non-financial private sector further declined
26.0% to Ps.38.5 billion. This decline in total outstanding credit to the non-financial private sector in 2002 was due
in part to the repayment of outstanding loans in that year. First, the Government announced in February 2002 that in
August 2002 a portion of outstanding loans to the non-financial private sector would be adjusted by the CER.
Foreseeing an increase in the outstanding amount of their debt obligations, debtors affected by this announcement
began to pay their outstanding obligations with financial institutions at a more rapid pace after the announcement.
Second, until May 2002, debtors were permitted to pay unpaid and overdue debt obligations with certain
Government securities. Additionally, after banks’ issuance of Cedros in exchange for rescheduled deposits and the
Government’s issuance of Boden Depositor as compensation for the rescheduling of deposits, holders of these
instruments were permitted to use them to pay certain debt obligations with financial institutions.
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In 2003, outstanding credit to the non-financial private sector continued to decline due to the same factors
that contributed to the 2002 decline. The decline in 2003 was offset in part by an increase in domestic demand,
which led to increases in loans to individuals and short-term loans to businesses and in part by the stabilization in
the value of the peso, which, coupled with the creation of a new CER-adjusted loan instrument, decreased banks’
uncertainty with respect to lending (thereby driving down interest rates).

In 2002, total credit increased 3.8% to Ps.72.8 billion, despite the decrease in non-financial private sector
credit, reflecting the substantial increase in public sector credit. In 2003, total credit decreased 19.3% to Ps.58.8
billion, reflecting reduced credit to both the private and the public sectors.

In contrast to lending to the non-financial private sector, from 1999 through 2001, lending to Argentina’s
public sector increased. This trend generally reflected the Government’s increasing demand for domestic credit to
finance its fiscal deficit, as foreign lending sources become increasingly scarce due to fears of a default. Credit to
the public sector increased 27.4% in 1999 to Ps.12.1 billion, 25.2% in 2000 to Ps.15.2 billion and 49.6% in 2001 to
Ps.22.7 billion. In 2002, following the Government’s default on its debt, credit to the public sector increased 95.4%
to Ps.44.3 billion, which was provided primarily by state-owned banks to finance the public sector’s fiscal deficits.
In 2003, credit to the public sector decreased 24.6% to Ps.33.4 billion, reflecting the fiscal surplus achieved by the
Government in that year.

The recovery of the economy and the stabilization of the exchange rate in 2003 also had a positive effect on
the risk classification of the assets of the financial system, with fewer than 1% of outstanding loans classified as
irrecoverable in 2003.

During the first six months of 2004, total credit increased by 10.6%, as compared with December 31, 2003,
to Ps.65.0 billion. Between June 30 and September 30, 2004, total credit increased by 3.9% to Ps.67.5 billion.
Loans to the non-financial public sector increased by 4.4% between December 31, 2003 and June 30, 2004, but
decreased by 0.6% between June 30 and September 30, 2004. Loans to the non-financial private sector increased by
10.9% between December 31, 2003 and June 30, 2004, and increased by 6.2% between June 30 and September 30,
2004.

The following tables set forth loan data by type of institution in the financial sector as of the dates
indicated:

Outstanding Loans by Type of Financial Institution
(in millions of pesos)

As of December 31,
1999 2000 2001 2002 2003
State-owned banks!"” Ps.22,060 Ps.21,700 Ps.20,388 Ps.28,429 Ps. 18,180
Private banks..........ccccoevevveieiirinreienene. 53,732 52,707 48,293 43,958 40,126
Financial entities other than banks........ 1,907 1,745 1,495 453 494
Total..ocvceveeeeieeeeeeeeeeeee Ps. 77,699 Ps. 76,152 Ps.70,176 Ps. 72,840 Ps.58,800

(1) National, provincial and municipal.
Source: Central Bank.
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Outstanding Loans by Type of Financial Institution
(as a % of total)

As of December 31,

1999 2000 2001 2002 2003
State-owned banks'"..............cccooorerrennn.. 28.4% 28.5% 29.1% 39.0% 30.9%
Private banks.........ccccvevvieievieiieiierieiens 69.2 69.2 68.8 60.4 68.2
Financial entities other than banks.......... 2.5 2.3 2.1 0.6 0.8
Total..ceeeeeieeeeeeeeeeee e 100.0% 100.0% 100.0% 100.0% 100.0%
(1) National, provincial and municipal.
Source: Central Bank.
Allocation of Outstanding Loans by Sector
(in millions of pesos)
As of December 31,
1999 2000 2001 2002 2003
Non-Financial public sector.................... Ps. 12,110 Ps. 15,165 Ps.22,689 Ps.44,337 Ps.33,430
Financial sector (public and private)....... 3,779 3,650 2,617 1,985 1,485
Non-Financial private sector........... 68,016 64,497 51,994 38,470 33,069
Provisions for doubtful accounts (6,206) (7,160) (7,125) (11,952) (9,185)
Total..cveeeieieeieeeee e Ps.77,699 Ps.76,152 Ps.70,176 Ps.72,840 Ps. 58,800
Source: Central Bank.
Allocation of Outstanding Loans by Sector
(% change from previous year)
As of December 31,
1999 2000 2001 2002 2003
Non-Financial public sector...........ccccoceeeneeen. 27.4% 25.2% 49.6% 95.4% (24.6)%
Financial sector (public and private).. 5.5 34 (28.3) (24.2) (25.2)
Non-Financial private sector.............ccccecevveee. 2.2) (5.2) (19.4) (26.0) (14.0)
Provisions for doubtful accounts..................... 12.4 15.4 (0.5) 67.7 (23.2)
Total.coeerieieeeeeeeee e 0.8% (2.00% (7.8)% 3.8% (19.3)%

Source: Central Bank.
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The following table sets forth information regarding loans of the financial system by risk category and type
of institution:

Risk Classification of Aggregate Assets of the Financial System
by Type of Institution
(as a % of total loans, as of December 31, 2003)

Public Private Non-Bank Financial Credit Financial
Banks Banks Entities Companies Unions System
Risk category:
Current™ ..o, 73.0% 78.8% 81.6% 81.5% 85.0% 77.0%
Potentially Problematic:
Under observation and
inadequate payment® ................ 5.4 52 3.6 3.6 32 52
Under negotiation or
restructuring®.........ocoocoveenenn. 23 4.6 2.7 2.6 4.7 3.9
Problematic™® ..........ccccoovvrrirrennnnne. 4.6 6.8 2.6 26 3.0 6.0
InSOIVent™ ........cooooorveeriienriesis 14.2 4.4 9.4 9.6 38 7.6
Irrecoverable® .......oovvvveveeeeeeean, 0.5 0.2 0.2 0.2 0.3 0.3
R TE) DO 100% 100% 100% 100% 100% 100%

(1) Loans where financial condition of debtor demonstrates its ability to meet financial obligations. The Superintendency of Financial
Institutions requires loan-loss reserves of 1% for current loans (secured and unsecured).

(2) Loans where financial condition of debtor demonstrates its ability to currently meet financial obligations, although external circumstances
exist which, if not corrected, could compromise the debtor’s ability to fulfill its obligations in the future. The Superintendency of Financial
Institutions requires loan-loss reserves of 3% (with guarantees) and 5% (without guarantees) for these loans.

(3) Loans to debtors that have entered into restructuring negotiations within 60 days of declaring their inability to meet certain financial
obligations. The Superintendency of Financial Institutions requires loan-loss reserves of 6% (with guarantees) and 12% (without
guarantees) for these loans.

(4) Loans where inability of debtor to meet its financial obligations would result in significant financial losses to the lender. The
Superintendency of Financial Institutions requires loan-loss reserves of 12% (with guarantees) and 25% (without guarantees) for these
loans.

(5) Loans where there is a high probability that debtor would become insolvent upon meeting its financial obligations. The Superintendency of
Financial Institutions requires loan-loss reserves of 25% (with guarantees) and 50% (without guarantees) for these loans.

(6) Loans where financial condition of debtor demonstrates low probability that payments in default may be recovered. The Superintendency
of Financial Institutions requires loan-loss reserves of 50% (with guarantees) and 100% (without guarantees) for these loans.

Source: Central Bank.

Deposits

Total deposits increased 4.2% during 1999 to Ps.81.6 billion and 6.1% in 2000 to Ps.86.6 billion, reflecting
continued confidence in the stability of the financial system, despite the economic contraction. During 1999 and
2000, deposits of the non-financial private sector in demand and savings accounts decreased, while deposits in term
accounts increased, as depositors sought higher returns on their deposits.

In 2001, however, total deposits in the banking sector decreased 23.2% to Ps.66.4 billion as a result of the
run on deposits triggered by speculation about a potential devaluation of the peso. This run on deposits threatened
the liquidity of the banking system and forced the Government to adopt restrictions on deposit withdrawals in late
2001 and early 2002. For a description of these restrictions see “—Regulation of the Financial System—Measures
Adopted During the Economic Crisis.” Beginning in 2001, deposits of the non-financial private sector in term
accounts began to decline, as depositors began to withdraw their deposits from the financial system amidst a climate
of decreasing investor confidence in the stability of the financial system. The significant increases in deposits in
demand and savings accounts in 2001 reflects a shift from term accounts to accounts from which deposits could be
quickly and easily withdrawn.

During the first half of 2002, despite the restrictions on bank withdrawals, the level of deposits continued to
decline, albeit at a reduced rate. However, during the second half of the year, as the peso/dollar exchange rate and
the inflation rate stabilized, the level of deposits began to increase. Two additional factors contributed to this trend
in the second half of the year:
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o the high level of interest rates paid by banks on deposits, reflecting their efforts to preserve their
liquidity; and

o the low levels of interest rates in the United States and other countries, which discouraged transfers of
funds abroad.

These improved conditions allowed the Government to begin lifting restrictions on bank withdrawals in
November 2002. As of December 31, 2002, total deposits in the Argentine banking system had increased by 12.9%
to Ps.75.0 billion, from Ps.66.4 billion as of December 31, 2001. In 2002, the preference of the non-financial private
sector for more liquid accounts was again reflected by the decline in term deposits, while overall deposits grew at a
modest 7.2%. The growth in overall deposits in 2002, attributable to increased confidence in the peso/dollar
exchange rate, the inflation rate, and the financial system overall, was offset in part as a result of the use of deposits
(in the form of bank-issued Cedros) to cancel certain debt obligations with banks as well as the exchange of deposits
for Government-issued Boden Depositor.

In 2003, the ongoing recovery of the Argentine economy, the appreciation of the peso, the reduction in
inflation and the improved liquidity of the financial system resulted in a rise in the total amount of deposits. As of
December 31, 2003, total deposits had increased 24.0% to Ps.93.0 billion, compared to Ps.75.0 billion as of
December 31, 2002. All types deposits of the non-financial private sector increased in 2003, led by increases of
69% and 78% in term accounts and savings accounts, respectively, reflecting a shift toward longer-term instruments
as investor confidence in the financial sector continued to recover.

During the first six months of 2004, total deposits in Argentina’s banking system increased by 18% to
Ps.109.8 billion. Non-financial public sector deposits increased by 81.1% and non-financial private sector deposits
increased by 5.3% during this period. The increase in deposits of the non-financial private sector reflected a 14.6%
increase in demand deposits and a 31.6% increase in savings accounts. Term deposits, however, decreased by 2.4%
during this period. During the third quarter of 2004, total deposits increased by 2.6% to Ps.112.6 billion. Non-
financial public sector deposits increased by 11.1%, while non-financial private sector deposits decreased by 0.5%
during this period.

The following tables set forth information on total deposits in the financial sector as of the dates indicated:

Deposits by Type of Financial Institution
(in millions of pesos)

As of December 31,
1999 2000 2001 2002 2003
State-owned banks™ ..........c..ccococrrrecnnn. Ps. 26,946 Ps. 28,498 Ps. 21,454 Ps. 32,851 Ps. 44,860
Private banks..........cccccoveeveeevveeveeecreeenens 54,275 57,679 44,767 41,954 47,943
Financial entities other than banks.......... 352 393 226 196 216
Total...oeeeeiceeeeeeeeeee e Ps. 81,573 Ps. 86,570 Ps. 66,447 Ps. 75,001 Ps. 93,019

(1) National, provincial and municipal.
Source: Central Bank.
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Deposits by Type of Financial Institution
(as a % of total)

As of December 31,
1999 2000 2001 2002 2003
State-owned banks' ..............cooorrirnerriennn. 33.0% 32.9% 32.3% 43.8% 48.2%
Private banks.........cceeeeerieeiienieeieeeieens 66.5 66.6 67.4 55.9 51.5
Financial entities other than banks............ 0.4 0.5 0.3 0.3 0.2
Total .o 100.0% 100.0% 100.0% 100.0% 100.0%
(1) National, provincial and municipal.
Source: Central Bank.
Deposits by Sector and by Type of Deposit
(in millions of pesos)
As of December 31,
1999 2000 2001 2002 2003
Non-financial public sector..................... Ps. 7,244 Ps. 7,289 Ps. 4,327 Ps. 8,497 Ps. 16,087
Financial sector (public and private)....... 290 670 352 289 652
Non-financial private sector.................... 74,039 78,611 61,768 66,215 76,281
Demand Deposits........ccoceeeereeneeenee. 6,492 6,458 13,267 15,913 20,746
Savings Accounts...........ceceevvereennene 12,960 12,944 15,363 6,019 10,722
Term Deposits 51,529 56,011 28,717 19,674 33,208
Others......ccoeevevinineneiceereeene 3,058 3,197 4,422 24,609 11,604
Total Deposits .......cccceeeeuereenuennee Ps. 81,573 Ps. 86,570 Ps. 66,447 Ps. 75,001 Ps. 93,019
Source: Central Bank.
Deposits by Sector and by Type of Deposit
(% change from previous year)
As of December 31,
1999 2000 2001 2002 2003
Non-financial public sector..................... (10.5)% 0.6% (40.6)% 96.4% 89.3%
Financial sector (public and private)....... (22.3) 130.8 (47.4) (17.9) 125.5
Non-financial private sector.................... 6.0 6.2 (21.4) 7.2 15.2
Demand Deposits 5.7) 0.5) 105.4 19.9 30.4
Savings Accounts (1.0) (0.1) 18.7 (60.8) 78.1
Term Deposits.......cccevereereeneenenne. 9.2 8.7 (48.7) (31.5) 68.8
Others.......ccccevveeuennene 14.2 4.6 383 456.5 (52.8)
Total Deposits 4.2% 6.1% (23.2)% 12.9% 24.0%

Source: Central Bank.

Interest Rates

Interest Rates on Bank Loans

Interest rates increased in 1999 as a result of the decline in net foreign capital flowing into the Argentine
economy during this period, and the negative effect this had on the country’s monetary base and the availability of
credit. For 1999, average prime rates on 30-day peso-denominated and dollar-denominated loans increased to
11.0% and 9.1%, respectively, from 10.7% and 9.0% for 1998. Average rates on peso-denominated interbank loans
increased to 7.0% for 1999, from 6.8% for 1998, while average rates on dollar-denominated interbank loans
decreased to 6.1% for 1999, from 6.6% for 1998.
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Interest rates decreased slightly during the first half of 2000, as the Argentine economy briefly stabilized
due to the recovery of the Brazilian economy. In the second half of 2000, however, interest rates began to rise
again, as the reduction in net capital inflows continued. For 2000, prime rates on 30-day peso-denominated and
dollar-denominated loans averaged 11.1% and 9.7%, respectively, and rates on peso-denominated and dollar-
denominated interbank loans averaged 8.2% and 7.6%, respectively.

In 2001, as fears of a peso devaluation mounted and confidence in the Government’s ability to service its
foreign-currency debt eroded, interest rates soared. For 2001, average prime rates on peso-denominated and dollar-
denominated 30-day loans increased to 26.5% and 17.7%, respectively, and interest rates on peso-denominated and
dollar-denominated interbank loans averaged 20.7% and 12.8%, respectively.

For most of 2002, no representative market interest rates existed due to the freeze on deposits and the
stagnation of lending activity, although 2002 figures indicate that interest rates continued to increase in that year.
For 2002, prime rates on peso-denominated and dollar-denominated 30-day loans averaged 53.0% and 20.6%,
respectively, and interest rates on peso-denominated interbank loans rose to 41.4%. Interest rates on dollar-
denominated interbank loans declined to 11.0% in 2002. The overall increase in interest rates in 2002, despite the
greater level of credit afforded by the Central Bank to the banking system and the expansion of the monetary base,
reflected both the heightened risk of defaults due to the uncertain economic outlook and banks’ efforts to retain
deposits by offering higher rates. The aversion towards lending and investment at the peak of the economic crisis in
the first-half of 2002 severely limited the Central Bank’s ability to affect interest rates through monetary policy.

In 2003, interest rates declined significantly due to the following factors:

o the combined effect of the appreciation of the peso and the stabilization of the inflation rate. As
expectations increased that the value of the peso would continue to increase, both in terms of other
currencies and in terms of domestic purchasing power, the cost of capital decreased;

e the greater liquidity of the banking sector, resulting primarily from the rise in deposits; and

e the improved economic outlook in 2003.

For 2003, the average prime rate on peso-denominated 30-day loans dropped to 19.1%, while the interbank

rate on peso-denominated loans dropped to 3.8%. These trends continued during first six months of 2004, with the
average prime rate on peso-denominated loans decreasing to 7.7% and the average interbank rate on peso-

denominated loans decreasing to 1.8%.

The following table sets forth information regarding average interest rates on bank loans for the periods
indicated:
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Interest Rates on Bank Loans
(nominal annual interest rate)

Six months
ended
June 30,
1999 2000 2001V 2002 2003 2004
Domestic currency:
Interbank®................ 7.0% 8.2% 20.7% 41.4% 3.8% 1.8%
Prime® ..oooveen 11.0 11.1 26.5 53.0 19.1 7.7
Foreign currency:
Interbank®................. 6.1 7.6 12.8 11.0 1.7 2.0
Prime® 9.1 9.7 17.7 20.6 n/a n/a

(1) Figures published by the Argentine Central Bank in 2001 through November 30, 2001, only.
(2) Average interbank rate.

(3) Represents 30-day prime rate.

Source: Central Bank.

Interest Rates on Deposits

Between 1999 and 2003, interest rates on deposits for the most part tracked changes in interest rates on
loans. Between 1999 and 2001 banks were forced to offer higher interest rates to attract depositors, as fears of
devaluation and higher interest rates in the United States led investors to pull deposits out of Argentine accounts.
The average rate paid on peso-denominated deposits rose from 6.2% in 1999 to 9.4% in 2001, while the average rate
on foreign-currency denominated deposits rose from 5.9% to 7.4% during the same period.

In 2002, interest rates on peso-denominated deposits continued to rise as banks struggled to attract deposits
in light of the Government’s restrictions on access to bank accounts. The average rate paid on peso deposits rose to
32.0% in 2002, with the rate on peso-denominated term deposits rising to 39.3%. Rates on foreign-currency
denominated deposits declined in 2002 to 4.2%.

In 2003, interest rates on deposits decreased primarily due to the increase in deposits due to the renewed
confidence in the banking sector and stability in the peso’s exchange rate. In 2003, average rates on peso-
denominated deposits decreased to 7.9% and average rates on foreign-currency denominated deposits decreased to
0.9%.

During the first half of 2004, interest rates continued to decrease. During this period, peso-denominated
interest rates on term deposits averaged 2.5% while the average interest rate for savings accounts was 0.7%. For
dollar-denominated deposits, the average term deposit interest rate reached 0.6%, while the figure for savings
accounts was 0.1%.

The following table sets forth information regarding average interest rates on bank deposits for the periods
indicated:
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Interest Rates on Deposits
(nominal annual interest rate)

Six months
ended
June 30,
1999 2000 2001 2002 2003 2004
Domestic currency:
Savings deposits.......ccevvereerverierieerienieieriennns 2.9% 2.8% 3.1% 6.4% 1.3% 0.7%
Term deposits™ ............ 8.3 8.5 16.3 39.3 10.5 2.5
Average deposit rate® ............c.occoooerrrriin. 6.2 6.2 9.4 32.0 7.9 1.9
Lebac™ ... n/a n/a n/a 67.9 8.3 6.4
Foreign currency:
Savings deposits........ceovererrierereenienenienenene 2.5 2.7 34 2.0 1.0 0.1
Term depositst” ............ 6.4 7.0 9.7 4.4 0.9 0.6
Average deposit rate 59 6.6 7.4 4.2 0.9 0.4
Lebac™ ..o n/a n/a n/a 5.8 n/a n/a

(1) Weighted average interest rate on all term deposits.

(2) Weighted average interest rate on term deposits plus savings deposits.

(3) Average annual rate using 14-day LEBACs issued through November 2002 and, from November 2002 through June 30,
2003 using the average rate on 28- and 30-day LEBACs, and for July through December 31, 2003 using the average rate on
89-day LEBACs, and for 2004, using the average rate on one-year LEBACs.

(4) Average annual rate on 14-day LEBACs.

Source: Central Bank.

Securities Markets

Since the early 1990s Argentina has had active bond and equities markets. Trading on the Argentine stock
market is dominated by Government bonds, followed by trading of corporate equity securities, followed by
corporate bonds. Trading of other instruments such as futures and options represents only a small portion of market
activity, although futures trading has increased somewhat since mid-2002 due to the development of the futures
trading market.

Regulation of the Securities Markets

The markets are regulated by the Comision Nacional de Valores (the National Securities Commission, or
“CNV?), the stock exchanges and Caja de Valores, a clearing house. The CNV regulates all agents that carry
out transactions in Argentina’s public securities markets and has the authority to regulate and control the public
offering of all securities, other than the primary issue of Government securities. There are 10 stock exchanges
in Argentina, six of which are authorized to quote securities: Buenos Aires, Cordoba, Mendoza, Del Litoral
(Santa Fe), La Rioja and Rosario. The oldest and largest is the Buenos Aires Stock Exchange, which was founded in
1854. Argentina also has an electronic trading system known as the Mercado Abierto Electronico or “MAE”, on
which bonds also trade. In addition, several rating agencies operate in Argentina.

Since 1989 the Government has introduced substantial reforms in the capital markets to promote foreign
investment. The elimination of previously existing restrictions on foreign capital transactions allowed greater access
to the Argentine securities markets to foreign investors. The Government subsequently created a framework to
permit the introduction of non-bank financial products into the financial system, increasing the number of alternative
investment vehicles available to foreign investors. During the 1990s, Argentina’s active bond and equities markets
attracted significant amounts of portfolio investment from abroad, fueling the expansion of the country’s capital
markets. The Argentine stock market index (known as the Merval index) hit its peak value of 850 points in 1997
and closed at 688 points at year-end 1997.

In 1998 and 1999, as a result of the financial crises in Russia and Brazil, the shrinking Argentine economy

and high U.S. interest rates, investor sentiment towards Argentine soured. This resulted in a significant decline in
foreign portfolio investment which drove Argentine capital market index levels down. In 1998, the Merval index
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dropped to 430, 38% lower than its level as of the end of 1997. The Merval index recovered somewhat in 1999,
increasing 30% to 550 points, but still well below its 1997 levels.

In 2000, the Merval index fell to 417 points, reflecting declines in investor confidence in Argentine
securities and paralleling declines in stock market indices worldwide during that year. The Merval index plummeted
29.3% in 2001 to 295 points, as speculation of an imminent Government default on its debt and a devaluation of the
peso mounted. In 2002, the Merval Index rose by 78.0% to 525 points and in 2003 it rose 104.2% to 1072, as the
economic recovery fueled increased investment and as investors turned back to the bond and equities markets as
alternatives to Argentina’s banking system. As of June 30, 2004, the Merval Index had decreased 11.8% to 945
points, since December 31, 2003. This decrease was due primarily to the uncertainty on the part of domestic
investors about the Government’s debt restructuring.

In response to the economic crisis, and in particular the significant capital flight that crippled the Argentine
economy, the Government has retreated from some of the free-market policies of the 1990s. During the peak of the
crisis, in late 2001 and the beginning of 2002, the Government imposed strict restrictions on foreign-exchange
transactions, which contributed in part to the decline in the value of the Merval index during these years as trading
declined substantially. While the economic recovery has allowed the Government to lift many of the more onerous
restrictions, some still remain. For a description of some of these restrictions see “—Foreign Exchange and
International Reserves.”

The total value, or market capitalization, of Argentina’s securities markets for equities as of December 31,
2003, was Ps.475.4 billion.

Pension Funds and Mutual Funds

Individuals, pension funds and mutual funds constitute the largest groups of investors in Argentina’s capital
markets. Investment by banks and insurance companies in the equity markets is limited by law. The development
of mutual funds and the increase in the assets of Argentine institutional pension funds have created a broader
domestic capital market and increased the level of activity on the Buenos Aires Stock Exchange. Since the reform
of the social security system in 1994, total assets managed by pension funds grew significantly through 2001,
reaching levels of Ps.20.8 billion in 2001 as compared to Ps.11.5 billion in 1998. In 2002, total assets managed by
pension funds rose to Ps.40.1 billion due to the pesification of most pension funds’ assets, resulting in an increase in
the peso-denominated value of those assets, and the valuation of certain equity assets at market prices. Pension
funds’ holdings of Government debt securities continued to be valued at their principal amounts due at maturity. In
2003, pension funds’ assets increased 17.2% from Ps.40.1 billion at December 31, 2002 to Ps.47 billion at
December 31, 2003, attributable in part to the increase in contributions from employees from 5% to 7% of their
salaries and to a lesser extent to the general increase in contributions attributable to an increase in wages in
Argentina. During the first half of 2004, pension funds’ assets remained relatively constant. As of June 30, 2004,
assets had increased by only 2.0% to Ps.47.9 billion, since December 31, 2003.

The assets of Argentina’s pension funds were impacted significantly by several Government measures
taken in 2001 and 2002, including the pesification of previously foreign-currency denominated Government debt
securities held by the pension funds, the replacement of certain deposit accounts owned by the pension funds by
Boden and the replacement of other assets with Government guaranteed loans. Additionally, during the economic
crisis private pension funds invested heavily in Government debt instruments. The Government’s suspension of
debt payments encompasses a substantial portion of the Government debt held by the private pension funds.

While Argentina’s mutual funds currently account for a relatively small portion of total funds invested in
Argentina’s capital markets, total mutual fund investments in Argentina decreased to Ps.3.8 billion as of
December 31, 2001 from Ps.6.9 billion as of December 31, 1998. This decrease resulted from the withdrawal of
investors from mutual fund investments stemming from the lack of confidence in the Argentine economy coupled
with a perception of increased risk associated with investing in Argentine securities. In 2002, mutual fund
investments fell to U.S.$1.0 billion, as a result of a 93% decline in certificates of deposit denominated in U.S.
dollars held by a number of mutual funds and a decline of more than 50% in U.S. dollar-denominated fixed income
and equity funds.
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Government Bonds

The Argentine bond market is dominated by Government securities. The Treasury bond market,
established by the Government in 1994, is supervised and managed by the Treasury. Prior to the establishment of
the Argentine Treasury bond market, the short- to medium-term peso debt market was composed exclusively of
certificates of deposits. CRYL, a clearing house managed by the Central Bank, handles Treasury bond issues. The
Government publishes an annual timetable for the regular public auction of Treasury bonds. For a description of the
types of domestic bonds issued by the Government see “Public Debt—Domestic Debt.”

Corporate Bonds

Corporate bonds are issued in bearer or registered form and may be repaid in local or foreign currency,
according to the terms and conditions of their issuance. Interest rates on corporate bonds may be fixed or floating
and can vary substantially with market conditions and the creditworthiness of the issuer. Prior to the devaluation of
the currency in January of 2002, most corporate bonds were denominated in U.S. dollars. Given that most of such
issuances were contractually foreign-law governed, they were not subject to pesification and maintain their original
foreign-currency denominated face value.

The economic crisis and the devaluation of the currency have had a significant impact on Argentine
companies’ ability to make payments on their debt obligations. Companies with foreign-currency denominated debt
obligations have generally been negatively affected because their debts have become more expensive to service in
peso terms.

During 2002 and 2003, approximately 46 Argentine companies with listed securities defaulted on their debt
obligations. At December 31, 2002, approximately U.S.$1.7 billion of corporate bonds were in default and at
December 31, 2003, approximately U.S.$0.4 billion was in default. During 2003, approximately 12 Argentine
companies with listed debt securities were either forced into or voluntarily filed for some form of bankruptcy
proceedings and reached successful agreements, as compared to 6 companies in 2002. A number of bankruptcy
proceedings are now being channeled through a new legal mechanism (an Acuerdo Preventivo Extrajudicial, known
in Argentina as an “APE”) which is an out-of-court agreement requiring the approval from holders of two-thirds of
the outstanding principal and accrued interest on existing debt as well as from holders representing a majority in
number of the holders of its existing debt, at which point the agreement must be submitted to an Argentine court for
approval, which is required for the agreement to be binding on all unsecured creditors.

It has been difficult, if not impossible, for most Argentine companies to access the international capital
markets since the devaluation of the peso.

Equities

The Argentine equities market is regulated by the CNV. The stock exchanges set the rules that companies
must follow in order to list their equity securities on those exchanges.

The number of listed companies in Argentina declined to 114 as of December 31, 2002 from 130 as of
December 31, 2000, 129 as of December 31, 1999, and 140 as of December 31, 1998. On December 31, 2003, 109
companies were listed. The decline through 2002 was primarily due to foreign acquisitions that led to the delisting
of the acquired company, as well as merger activity and the effects of the economic crisis. The market capitalization
of the Buenos Aires Stock Exchange increased from 1999 (U.S.$83.9 billion ) through 2001 (U.S.$192.5 billion),
declined in 2002, to U.S.$103.6 billion and recovered in 2003, to U.S.$185.4 billion. The daily average trading
volume on the Buenos Aires Stock Exchange decreased progressively in the period from 1999 through 2002,
reflecting the economic crisis, the flight of capital from the country, the shift from longer-term investments to
shorter-term demand deposits in cash and the devaluation of the peso during the same period.
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The following table sets forth certain data regarding the market capitalization and average daily trading

volume on the Buenos Aires Stock exchange as of the dates indicated:

Market Capitalization and Traded Volume
on the Buenos Aires Stock Exchange and Mercado Abierto Electronico
(in millions of U.S. dollars, unless otherwise stated)

As of December 31,
1999 2000 2001 2002 2003
Market Capitalization (in billions of U.S.$)............ U.S.$ 83.9 U.S.$165.8 U.S.$ 1925 U.S.$ 103.6 U.S.$ 185.4
Average Daily Traded Volume:
SRATES ..ottt 37.0 24.1 17.4 5.3 12.1
Corporate bonds.... 0.8 1.7 1.3 0.1 0.1
Public bonds ......... 124.3 110.9 66.5 38.8 46.3

Source: Buenos Aires Stock Exchange.
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PUBLIC SECTOR FINANCES
Scope and Methodology

Argentina’s public sector comprises national, provincial and municipal entities. The national entities are
divided into the non-financial public sector and the financial public sector. The non-financial public sector consists
of the National Administration, state-owned enterprises and certain special-purpose fiduciary funds. The National
Administration, in turn, is composed of the Central Administration, decentralized agencies and social security
institutions (including former provincial pension funds). The financial public sector consists of the Central Bank,
the Banco de la Nacion Argentina, the Banco de Inversion y Comercio Exterior (Foreign Investment and Trade
Bank, or BICE) and thirteen other public financial entities (including provincial and municipal banks).

The chart below sets forth the organizational structure of Argentina’s national public sector:

Non-financial Public Sector Financial Public Sector
State-Owned National Fiduciary Funds Central Bank
Enterprises Administration

Banco de La Nacion

Decentralized Central Social Security BICE
Agencies Administration Institutions Provincial Banks
Municipal Banks

Other

The Central Administration comprises the institutions of the executive, legislative and judicial branches of
the Government, including the public ministries. Decentralized agencies consist of governmental institutions, such
as the Administracion Federal de Ingresos Publicos or “AFIP” — the agency that administers the Government’s tax
collections and customs — with a budget, revenues and expenditures separate from the Central Administration. The
national social security institutions consist of the National Social Security Administration, the Armed Forces
Pension Fund and the Federal Police Pension Fund. To date, ten provinces and two municipalities, including the
City of Buenos Aires, have transferred their social security obligations to the National Administration. See “—
Social Security.” These former provincial obligations are currently managed by the National Social Security
Administration.

The national public accounts reflect the consolidated results of the non-financial public sector. Transfers
from the Central Bank to the National Treasury, however, are included in the Government’s fiscal revenues.
Argentina’s provincial and local authorities are independent from the federal government and maintain separate
fiscal accounts. Accordingly, the fiscal results of the provinces and local governments are not reflected in the
national public accounts. The Central Administration, however, is legally required to transfer a portion of its
revenues to the provinces and from time to time has also provided to the provinces other forms of financial
assistance. See “—Fiscal Relations With the Provinces.”

Except where otherwise stated in the discussion below, the national public accounts are presented using a

cash-basis method, which computes revenues and expenditures in the period in which cash flows take place,
regardless of the period in which they were accrued. In the discussion of the National Public Accounts below, we
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refer to the national non-financial public sector as the Government. Additionally, we refer to the fiscal balance of
the non-financial public sector, excluding interest payments and proceeds from privatizations, as the primary
balance. This primary balance does not reflect the issuance of Bocones, which the Government issues to pay for
certain of its expenditures. Fiscal revenues (unless otherwise stated) exclude proceeds from privatizations. The
overall balance of the non-financial public sector includes interest payments and any proceeds from privatizations
unless otherwise stated.

National Public Accounts
Overview

The Government registered overall fiscal deficits (including interest payments and proceeds from
privatizations) every year from 1994 through 2002. These deficits played a significant role in Argentina’s economic
crisis, forcing the Government to incur increasing amounts of debt and severely restricting its ability to apply fiscal
measures to stimulate economic activity. The Government’s mounting debt was also a contributing factor to the
imbalances in Argentina’s external sector. Its effect in this regard was twofold: On the one hand, the considerable
amounts allocated by the Government to service its external debt contributed significantly to the country’s current
account deficit. On the other hand, growing doubts about the sustainability of the Government’s debt burden
contributed to the decline in the net capital inflows that eliminated Argentina’s capital account surplus in 2001. This
capital account surplus had become vital for sustaining gross investment in the Argentine economy and for financing
the country’s trade and fiscal deficits.

The Government achieved primary fiscal surpluses throughout the 1990s (except in 1996) and from 2000
through 2003. From 1993 through 2001, these primary surpluses averaged Ps.1.9 billion (representing, on average,
0.7% of annual GDP), and ranged from a low of Ps.0.9 billion (0.3% of GDP) in 1999 to a high of Ps.5.1 billion
(2.2% of GDP) in 1993. In 2002 and 2003, the Government registered primary surpluses of Ps.2.3 billion (0.7% of
GDP) and Ps.8.7 billion (2.3% of GDP), respectively.

From 1994 through 2001, however, the Government registered overall fiscal deficits, which averaged
Ps.3.6 billion (representing, on average, 1.3% of annual GDP), and ranged from a deficit of Ps.84.3 million (0.03%
of GDP) in 1994 to a deficit of Ps.8.7 billion (3.2% of GDP) in 2001. In 2002, the Government registered an overall
fiscal deficit of Ps.4.6 billion (1.5% of GDP). In 2003, however, the Government registered an overall fiscal surplus
of Ps.1.8 billion (0.5% of GDP). The Government overall fiscal results in 2002 and 2003 benefited from the
Government’s suspension of payments on a substantial portion of its debt beginning in December 2001.

The most significant long-term factor in the Government’s deteriorating finances has been a steady and
pronounced rise in net interest payments on the Government’s debt, which increased 249% from U.S.$2.9 billion
(1.2% of GDP) in 1993 to U.S.$10.2 billion (3.8% of GDP) in 2001. This increase resulted primarily from the
following factors:

e a107.5% increase in the Government’s total debt, from U.S.$69.6 billion (29.4% of GDP) in 1993 to
U.S.$144.5 billion (53.8% of GDP) in 2001, incurred primarily to finance the recurring overall fiscal
deficits of the non-financial public sector, although this increase also reflected the conversion into debt
of the Government’s obligations to pensioners and suppliers;

e astep-up in interest rates on existing debt incurred in prior debt restructurings; and

e anincrease in the Government’s costs of borrowing, as foreign and local investors grew skeptical of
the Government’s ability to sustain the Convertibility regime and balance its budget.

See “Public Sector Debt” for a discussion of the Government’s debt burden from 1999 through 2003.
Another factor that adversely affected the Government’s finances was the privatization of the social

security system in 1994. In total, from 1995 through 2003, the Government’s social security outlays exceeded its
revenues from social security contributions by Ps.52.4 billion. During this period, the annual deficit in the public
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social security system increased on average each year by 8.8% and ranged from a low of Ps.1.9 billion (0.7% of
GDP) in 1995 to a high of Ps.7.8 billion (2.1% of GDP) in 2003. See “—Social Security.”

The Government’s finances were also adversely affected during the late 1990s by changes to its revenue-
sharing arrangement with the provinces. While historically a certain percentage of the Government’s revenues had
been transferred to the provinces, in 1992 the Government agreed to guarantee minimum monthly transfers to the
provinces. These minimum amounts were subsequently increased and in December 1999 converted to fixed monthly
payments. These fixed payments became a significant financial burden as revenues declined with the latest
recession. The strain these fixed transfers imposed on the Government’s finances eventually forced the Government
to reduce certain revenue transfers to the provinces in the second half of 2001. In 2002, after the end of the
Convertibility regime, the Government reached an agreement with the provinces to eliminate fixed transfers and
revert to a percentage-based system. See “—Fiscal Relations With the Provinces—Revenue Transfers.”

Although the liberalization of the economy during the 1990s was marked by the privatization of
substantially all state-owned enterprises, proceeds from privatizations did not significantly improve the
Government’s overall fiscal results (except in 1995 and 1999, which together accounted for 65.6% of all
privatization proceeds from 1993 through 2003). On average, each year from 1993 to 2001, proceeds from
privatizations accounted for only 1.2% of the Government’s annual revenues.

Fiscal Policy: 1999-2004

From 1999 through 2001, the Government’s finances were plagued by the rising costs of servicing its debt
and the widening gap between its social security revenues and social security outlays. Increasingly after 1999,
faltering fiscal revenues resulting from the downturn in economic activity and fixed monthly transfers to the
provinces further strained the Government’s finances. From 1999 through 2001, the Government sought to address
its recurring fiscal shortfalls through a combination of austerity measures and tax increases. These fiscal tightening
measures, however, tended to reduce economic activity, aggravating the recession. To counterbalance this effect, in
2001 the Government increasingly sought to provide targeted fiscal stimuli to the economy, with little effect.

In December 2001, the Government announced that it would suspend interest and principal payments on a
significant portion of its public debt. Following the end of the Convertibility regime in January 2002, the
Government partly retreated from some of the austerity measures of prior years. It also sought to bolster its finances
through a variety of export taxes, anticipating an increase in exports as a result of the devaluation of the peso.

Two laws spearheaded the austerity measures pursued by the Government in the years leading up to the
termination of the Convertibility regime. These were the Fiscal Convertibility Law approved by Congress in August
1999 and the Zero-Deficit Law approved by Congress in July 2001.

The Fiscal Convertibility Law required the Government to balance its overall budget by 2003 (this deadline
was later extended to 2005), and set a ceiling on the overall fiscal deficit of the non-financial public sector of 1.9%
of GDP in 1999, with further deficit reductions required for the years 2000, 2001 and 2002. It also established a
limit on increases in public primary expenditures (with certain limited exceptions) at a rate no greater than the GDP
growth rate. For any year with negative GDP growth, primary expenditures could not exceed those for the prior
year. To achieve these fiscal targets, the Government sought to cut its primary expenditures. In 1999, the overall
deficit for the non-financial public sector remained within the limit specified by the Fiscal Convertibility Law.
While the deficit target was not achieved in 2000, total expenditures for that year decreased by 2.2%, reflecting a
6.0% reduction in Government wages, a 15.7% reduction in Government purchases of goods and services, an 8.6%
reduction in capital spending and a 4.1% reduction in other transfers (including transfers to the private sector, and
transfers to autonomous public entities such as public universities).

Further reductions in primary expenditures, however, proved politically difficult to achieve, as evidenced
by the resignation of Ricardo Lopez-Murphy as Minister of Economy in March 2001, due to the lack of support for
his proposed package of spending cuts. However, as further cuts became inevitable, the Government obtained
passage of the Zero-Deficit Law in July 2001. This law provided that the Government’s estimated expenditures
(including interest payments on its public debt) could not exceed its projected budgetary revenues, and required the
Government to reduce its expenditures (including wages, pensions, payments to suppliers and contractors, as well as
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transfers to other Government entities) by equal percentages in order to achieve an annual overall fiscal balance.
During the second half of 2001, after passage of the Zero-Deficit Law, the Government’s primary expenditures were
reduced by 14.8% as compared to the same period for the prior year.

The Government accompanied its austerity measures with a series of tax increases starting in 1998, the
most important of which were the following:

e In December 1998, Congress approved a tax reform law designed to promote employment, increase tax
revenues and eliminate incentives to finance growth through the issuance of debt instead of equity.
Key components of this tax reform package included the following:

— an extension of the VAT tax to a number of previously exempted activities, such as advertising
and cable television subscriptions;

— anincrease in corporate and personal income tax rates; and
— the partial elimination of the deductibility from income taxes of interest payments.

e In December 1999, Congress approved a second package of tax increases. The tax package raised
personal income and personal property tax rates, introduced new excise taxes on soft drinks, alcoholic
beverages, cigarettes, airport use and private medical services, eliminated VAT exceptions for private
medical services and raised the VAT rate for cable television subscriptions.

e In 2001, as the Government’s fiscal results worsened, Congress adopted the following additional tax
measures:

— In March 2001, as part of a series of reforms under the newly enacted Competitiveness Law,
Congress introduced a tax on financial transactions such as credits and debits to checking
accounts. Congress conferred upon the executive branch authority to set the applicable tax rate,
which would be levied not on the value added by a transaction but on the full amount of the
transaction, up to a limit of 0.6%. Originally set at 0.25%, in May 2001 the Government raised
the tax rate to 0.4% following disappointing tax collection results for the first quarter of 2001.
Congress subsequently increased the tax to the maximum permitted rate of 0.6%. To ease the
additional burden imposed by this increase, the Government allowed taxpayers, subject to certain
restrictions, to deduct from VAT and income taxes they owe up to 37.5% of the additional
payments resulting from this increase. Additionally, to avoid aggravating Argentina’s trade
deficit, the Government exempted from this tax transactions associated with exports, including
foreign currency transfers into Argentina and crediting of letters of credit as a form of payment.

— In April and May 2001, the Government implemented several amendments to the VAT tax
regime. These included an increase in the VAT rate on entertainment-related goods and services,
from 10.5% to 21%, the elimination of certain VAT exemptions, including an exemption on the
sale of newspapers and magazines, and the introduction of a new VAT tax of 10.5% on passenger
transportation services.

The Government’s fiscal tightening measures could not control the spiraling costs of the Government’s
debt. As a result, the Government’s overall deficit continued to increase, from U.S.$4.8 billion in 1999 to U.S.$8.7
billion in 2001. Moreover, by reducing the public’s disposable income, the fiscal tightening measures tended to
aggravate the economic downturn.

To counterbalance this effect, while the Government in 2001 still sought to increase tax revenues through a
variety of initiatives (including the new tax on financial transactions mentioned above), it increasingly attempted to
provide a fiscal stimulus to the economy through targeted tax relief and by eliminating or reducing taxes that
discouraged investment and commercial activity. Most of these measures were adopted in March 2001, and formed
part of what the Government labeled the “Competitiveness Plan.” As part of these measures, the Government
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allowed employers to treat social security contributions as credits to be applied against VAT obligations and reduced
the VAT tax rate on the sale and import of capital goods to 10.5%.

These tax measures were accompanied by a series of trade measures intended to foster export activity and
domestic production without compromising the Government’s revenues. For a description of these measures, see
“Foreign Trade and Balance of Payments—Trade Regulation.”

The fiscal tightening measures the Government had pursued since 1998 and the fiscal stimulus measures it
increasingly pursued in 2001 proved ineffective, as both the Government’s finances and the economy deteriorated
significantly during the three years leading up to the termination of the Convertibility regime. In the second half of
2001, the Government’s deteriorating finances became unsustainable. In September 2001, the Government reduced
revenue-sharing transfers to the provinces. In December 2001, it announced that it would defer principal and interest
payments on a significant portion of Argentina’s public indebtedness. In January 2002, the Convertibility regime
was brought to an end.

The deferral of debt payments significantly altered the Government’s fiscal results, narrowing the overall
deficit by 48.7% in 2002 as compared to 2001. To further improve its finances, in 2002 the Government introduced
a variety of export taxes. For a description of these taxes, see “Foreign Trade and balance of Payments—Trade
Regulation.”

On the expenditure side, the Government increased pensions and salaries to public employees by 13%,
restoring them to 2001 levels. This increase was retroactive, entitling pensioners and public employees to receive
the amount by which their pensions and salaries had been reduced. The Government issued bonds (Boden 2008,
known as Boden Restitution) as compensation for these unpaid wages and a portion of these pensions. Most unpaid
pensions, however, were paid in cash in pesos. Additionally, the Government introduced a number of social support
programs designed to ameliorate poverty. The most prominent of these was the Head of Household Program
sponsored by the World Bank, under which unemployed heads of households received monthly Government
allowances for working in certain community-service programs and public-works projects.

In February 2002, the Government also entered into a new revenue-sharing agreement with the provinces
that eliminated fixed transfers and reverted to a percentage-based system. See “—Fiscal Relations With the
Provinces—Revenue Transfers.”

In 2003, the Government eliminated most of the tax relief measures adopted under the Competitiveness
Plan of 2001, and implemented tax reform measures designed to deter widespread tax evasion. At the same time,
the Government sought to maintain fiscal discipline by applying inflation adjustments only to Government
expenditures that constituted essential necessities (such as wage adjustments for the lowest-paid public sector
employees, which took effect in December 2004, and increases in minimum public pension payments).
Additionally, the Government implemented targeted increases of capital expenditures and increased transfers to the
energy sector in order to limit the impact of Argentina’s developing energy crisis.

Due to higher-than-expected fiscal results during 2004, the Government implemented the following
measures in order to stimulate consumption and reduce the growing demand for wage increases:

— A 50% increase in Social Security payments to workers who are heads of households with dependents
(asignaciones familiares), beginning on October 1, 2004 (with retroactive payments for the months of
October and November, 2004). The Government also raised the salary limit necessary to qualify for
these payments.

— A one-time, Ps.75 increase in the monthly economic aid package provided to the beneficiaries of the
Heads of Households Program and the Program for Attention to Vulnerable Groups (Programa de
Atencion a Grupos Vulnerables), to be paid in December 2004. The Program for Attention to
Vulnerable Groups provides social services to vulnerable groups, including women who are heads of
households, at-risk youth, senior citizens, people with disabilities and the indigenous population.
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— A one-time, Ps.200 increase in social security payments, to be included in payments due to recipients
in December 2004.

On December 9, 2004, the Government announced a Ps.100 increase in the minimum wage, to take effect

on January 1, 2005. The increase would apply to private sector employees as well as public sector employees whose
monthly salary is below Ps.1,250. The decree authorizing the increase has not yet been signed.

Evolution of Fiscal Results: 1999-2004
The following tables set forth the national public accounts for the periods indicated:

National Public Accounts
(in millions of pesos)

Six months ended

June 30,
1999 2000 2001 2002 2003 2003 2004
Fiscal revenue:
Current revenue:
National administration taxes" ............. Ps.38,626 Ps.40,672 Ps.37,165 Ps.40,034 Ps.60,738 Ps.28,750 Ps.42,149
Social security tax" ........cc..coooveriinrrnnn, 10,892 10,684 9,640 9,710 11,689 5,502 6,931
Net operating result from state-owned
CNEETPIISES. c.veuveneeneeneenieieeierieieeeieeaens 26 79 21 124 (33) (26) (54)
Other non-tax revenue @ ..................... 5,086 3,774 3,435 5,113 4,677 2,473 3,739
Capital revenue ®.........o.cooveoiveeeeeen 200 257 128 93 81 24 37
Total fiscal revenues...........cc..ccvveue..n. 54,829 55,466 50,388 55,075 77,152 36,723 52,802
Primary Expenditures:®
Current expenditures:
National administration wages............... 7,124 6,700 6,353 6,777 8,745 4,102 4,429
Go0ods and Services..........oveevreeveereveene, 2,281 1,924 1,889 2,186 2,825 1,260 1,478
Social security ................ 17,436 17,431 16,617 16,535 19,464 8,770 10,375
Transfers to provinces.... 15,641 15,823 13,917 14,768 20,576 9,415 14,978
Other transfers ©............ 8,290 7,949 7,551 10,360 13,434 6,430 6,952
Other expenditures ...........cceevereeeecnnennn, 4 15 23 10 239 117 43
Capital expenditures............ccceceververecnncnn 3,177 2,903 2,644 2,182 3,191 1,700 2,716
Total primary expenditures............... 53,952 52,746 48,993 52,819 68,475 31,793 40,970
Primary fiscal balance ................cccooo.on.. Ps. 876 Ps. 2,720 Ps. 1,395 Ps. 2,256 Ps. 8,677 Ps. 4930 Ps.11,832
Interest payments(ﬁ) .................................... (8,224) (9,656) (10,175) (6,810) (6,883) (3,507) (2,804)
Privatization proceeds ...........ccccoovevrveennn. 2,579 145 60 5 11 1 14
Overall balance of non-financial
PUDLIC SECtOr ... v Ps.(4,768) Ps.(6,792) Ps.(8,719) Ps.(4,549) Ps. 1,805 Ps. 1,424 Ps. 9,043

(O]

2
(3)
“
(&)
(6)

Figures presented in this table differ from those presented in the tables titled “Composition of Tax Revenues” because they were calculated
using different methodologies and because they are published after the figures in the “Composition of Tax Revenues” table and thus reflect
updated information.

Includes sale of goods and services of the public administration, operational revenues, transfers from the Central Bank, current transfers and
other transfers.

Excludes revenues from privatization.

The Government pays for certain of its expenditures by issuing bonds known as Bocones. These additional expenditures are not reflected in
the Government’s primary expenditures. The amount of such Bocones issued in 1999 through 2003 was Ps.1.44 billion, Ps.1.29 billion,
Ps.1.45 billion, Ps.369 million and Ps.2.08 billion, respectively.

Includes transfers to the private sector (including subsidies), to the public sector (e.g. transfers to universities) and to the Heads-of-
Household Program.

For 2002, 2003 and 2004, includes only interest payments on debt not subject to the suspension of debt payments.

Source: Ministry of Economy.
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National Public Accounts
(as a percentage of GDP)

Six months ended

June 30,
1999 2000 2001 2002 2003 2003 2004
Fiscal revenue:
Current revenue:
National administration taxes'".......... 13.6% 14.3% 13.8% 12.8% 16.1% 7.9% 9.7%
Social security tax" _..............co.cco.... 3.8 3.8 3.6 3.1 3.1 1.5 1.6
Net operating result from
state-owned enterprises................... 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other non-tax revenue ) ...........cc....... 1.8 1.3 1.3 1.6 1.2 0.7 0.9
Capital revenue ™ .........coccooovvevvrinnn, 0.1 0.1 0.0 0.0 0.0 0.0 0.0
Total fiscal revenues .............c..... 19.3% 19.5% 18.8% 17.6% 20.5% 10.1% 12.2%
Primary Expenditures:®
Current expenditures:
National administration wages 2.5% 2.4% 2.4% 2.2% 23 % 1.1% 1.0%
Goods and services ..........c......... 0.8 0.7 0.7 0.7 0.8 0.3 0.3
Social Security........ccooeeveveeviereenennen, 6.1 6.1 6.2 53 5.2 2.4 2.4
Transfers to provinces..........coceeeverueee, 5.5 5.6 5.2 4.7 5.5 2.6 3.5
Other transfers 2.9 2.8 2.8 33 3.6 1.8 1.6
Other expenditures...........ccccovecveueenenne, 0.0 0.0 0.0 0.0 0.1 0.0 0.0
Capital expenditures............c..ceeeuereenes, 1.1 1.0 1.0 0.7 0.3 0.5 0.6
Total primary expenditures ........... 19.0% 18.6% 18.2% 16.9% 18.2% 8.8% 9.5%
Primary fiscal balance........c..cccceceeuene, 0.3 1.0 0.5 0.7 23 1.4 2.7
Interest payments® ...........ccoocoevvevenenn. 2.9 3.4 3.8 22 1.8 1.0 0.6
Privatization proceeds..............coco........ 0.9 0.1 0.0 0.0 0.0 0.0 0.0
Overall balance of non-financial
PUblic SECtOT .....cvvveeiiiiiiiiiiicinn, (1.7% 2.4)% (3.2)% (1.5)% 0.5% 0.4% 2.1%
(1) Figures presented in this table differ from those presented in the tables titled “Composition of Tax Revenues” because they were calculated
using different methodologies and because they are published after the figures in the “Composition of Tax Revenues” table and thus reflect
updated information.
(2) Includes sale of goods and services of the public administration, operational revenues, transfers from the Central Bank, current transfers and
other transfers.
(3) Excludes revenues from privatization.
(4) The Government pays for certain of its expenditures by issuing bonds known as Bocones. These additional expenditures are not reflected in
the Government’s primary expenditures.
(5) Includes transfers to the private sector (including subsidies), to the public sector (e.g. transfers to universities) and to the Heads-of-
Household Program.
(6) For 2002, 2003 and 2004, includes only interest payments on debt not subject to the suspension of debt payments.

Source: Ministry of Economy.

The figures in the discussion of fiscal results below are those presented in the immediately preceding

tables, with the exception of figures for revenues from social security taxes, VAT taxes, income taxes, taxes on
goods and services, and fuel taxes, all of which refer to figures presented in the table titled “Composition of Tax
Revenues” presented in “—Tax Regime.”

Fiscal Result of 1999 as Compared to Fiscal Result of 1998

Primary fiscal balance. As the economy went into recession in 1999, the Government’s primary surplus

decreased by a total of Ps.1.6 billion or 64.8%, to Ps.876 million from Ps.2.5 billion in 1998. This decrease was
primarily due to a 2.8% decline in total revenues.
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Fiscal revenues. In 1999, fiscal revenues (excluding proceeds from privatizations) declined by 2.8%, to
Ps.54.8 billion from Ps.56.4 billion in 1998. This decline was attributable to two main factors:

e 2a10.0% decline in VAT collections to Ps.18.8 billion, from Ps.20.9 billion in 1998, caused by the
reduction in economic activity; and

e an 8.2% decline in social security tax collections to Ps.10.1 billion, from Ps.11.0 billion in 1998,
caused by the continued effects of the privatization of the social security system, by a reduction in the
employer payroll tax rate and the reduction in economic activity.

Despite the economic downturn in 1999, tax revenues increased during that year as a result of the increase
in various tax rates adopted in 1998. As a result of these tax increases,

e revenues from income taxes increased 4.9% to Ps.10.1 billion, from Ps.9.6 billion in 1998;

e revenues from taxes on goods and services (other than VAT) increased 20.7% to Ps.3.2 billion, from
Ps.2.7 billion in 1998; and

e revenues from taxes on capital increased 13.7% to Ps.1.1 billion, from Ps.930 million in 1998.

Non-tax revenues also increased in 1999 by 41.8%, to Ps.5.1 billion, from Ps.3.6 billion in 1998, reflecting
the premium (i.e., the difference between the sales price and the market price) the Government received for the sale
of its remaining shares of YPF (the amount of this premium was not included in the proceeds from privatization for
1999, which reflected the market price of the shares sold by the Government).

Primary expenditures. In 1999, primary expenditures increased by less than 0.1%, to Ps.54.0 billion from
Ps.53.9 billion in 1998. This increase reflected the following results:

e a7.6% increase in other transfers to Ps.8.3 billion, from Ps.7.7 billion in 1998, resulting primarily from
an increase in transfers to the private sector; and

e 2 5.4% increase in Government wages to Ps.7.1 billion, from Ps.6.8 billion in 1998.

These increases were offset by reductions in capital spending and transfers to the provinces. The most
significant reduction was registered in capital spending, which decreased 15.7% to Ps.3.2 billion, from Ps.3.8 billion
in 1998. Transfers to the provinces decreased 1.2% to Ps.15.6 billion, from Ps.15.8 billion in 1998. Social security
outlays remained relatively constant in 1999 as compared to their 1998 levels, decreasing by only 0.3% to Ps.17.4
billion, from Ps.17.5 billion in 1998. The Fiscal Convertibility Law adopted in August 1999 tended to reduce
expenditures, but its effects would not be felt until 2000.

Overall fiscal balance. The Government’s sale of its remaining stake in YPF in 1999 significantly altered
its overall fiscal results for that year. Excluding the proceeds of this sale and other privatizations, in 1999 the
overall deficit of the non-financial public sector increased 76.2% to Ps.7.3 billion, from Ps.4.2 billion in 1998,
reflecting not only the decrease in the Government’s primary balance, but also a 23.5% increase in interest expense
on the Government’s debt to Ps.8.2 billion, from Ps.6.7 billion in 1998. Taking into account proceeds from the sale
of the Government’s remaining stake in YPF and other privatizations (which represented 4.5% of Government’s
total revenues in 1999), the overall fiscal deficit of the non-financial public sector increased 17.1% to Ps.4.8 billion,
from Ps.4.1 billion in 1998.

Fiscal Result of 2000 as Compared to Fiscal Result of 1999
Primary fiscal balance. In 2000, as the economic downturn became temporarily less pronounced due to the

recovery of the Brazilian economy, the Government’s primary surplus increased by a total of Ps.1.8 billion or
210.4%, to Ps.2.7 billion. This increase resulted primarily from the Government’s fiscal tightening measures, which
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resulted in a 2.2% reduction in primary expenditures and a 1.2% increase in fiscal revenues (excluding
privatizations).

Fiscal revenues. In 2000, fiscal revenues (excluding proceeds from privatizations) increased by 1.2%, to
Ps.55.5 billion from Ps.54.8 billion in 1999, primarily as a result of a series of tax measures introduced in late 1999.
This increase in revenues reflected the following results:

e Revenues from VAT taxes and from other taxes on goods and services increased in 2000 due to the
increase in select tax rates, the elimination of certain VAT exceptions and the introduction of new
excise taxes on a variety of products. Revenues from VAT taxes increased 1.3% to Ps.19.0 billion,
from Ps.18.8 billion in 1999, while revenues from other taxes on goods and services increased 12.0%
to Ps.3.6 billion, from Ps.3.2 billion in 1999.

e Revenues from income taxes increased 12.1% to Ps.11.3 billion, from Ps.10.1 billion in 1999 (with
revenues from personal income taxes alone increasing 28.9% to Ps.3.9 billion, from Ps.3.1 billion in

1999) as a result of an increase in income tax rates.

e Revenues from taxes on capital also increased, by 18.7%, to Ps.1.3 billion from Ps.1.1 billion in 1999,
due to an increase in personal property taxes.

These increases in tax revenues were partly offset by the following reductions in revenue:

e Revenues from import and export taxes decreased 11.9% to Ps.2.1 billion, from Ps.2.4 billion in 1999,
due to the reduction in imports resulting from the recession.

e Revenues from fuel taxes decreased 3.1% to Ps.3.5 billion, from Ps.3.6 billion in 1999.

e Revenues from social security taxes decreased 2.4% to Ps.9.8 billion, from Ps.10.1 billion in 1999, as
the privatization of the social security system continued to erode this revenue stream.

e Non-tax revenues (including sale of goods and services, other operational revenues and transfers from
the Central Bank) decreased 25.8% to Ps.3.8 billion from Ps.5.1 billion in 1999.

Primary expenditures. In 2000, primary expenditures declined by 2.2%, to Ps.52.7 billion from Ps.54.0
billion in 1999, reflecting across-the-board reductions resulting from the Government’s austerity measures following
passage of the Fiscal Convertibility Law. This reduction in primary expenditures reflected the following results:

e National administration wages decreased 6.0% to Ps.6.7 billion, from Ps.7.1 billion in 1999.

e  Government expenditures on goods and services decreased 15.7% to Ps.1.9 billion, from Ps.2.3 billion
in 1999.

e  Other transfers (including transfers to the private sector and transfers to public entities such as
universities) decreased 4.1% to Ps.7.9 billion, from Ps.8.3 billion in 1999.

e Capital expenditures decreased 8.6% to Ps.2.9 billion, from Ps.3.2 billion in 1999.

Social security outlays remained relatively constant in 2000, while transfers to the provinces and other
expenditures increased. Transfers to the provinces increased 1.2% to Ps.15.8 billion, from Ps.15.6 billion in 1999,
due to an increase in the amount of fixed monthly transfers to the provinces agreed by the Government.

Overall fiscal balance. The comparison of the Government’s overall fiscal results in 1999 and 2000 can be

distorted due to the relatively modest privatizations of 2000 (accounting for only 0.3% of Government revenues),
compared with the exceptional proceeds from the sale of the Government’s stake in YPF during the prior year.
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Taking into account proceeds from privatizations, the overall deficit of the non-financial public sector increased by a
total of Ps.2.0 billion or 42.4%, to Ps.6.8 billion from Ps.4.8 billion in 1999. Excluding proceeds from privatizations
however, the overall deficit of the non-financial public sector decreased by 5.6%, to Ps.6.9 billion from Ps.7.3
billion in 1999. This decrease in the overall deficit resulted from the Government’s fiscal tightening measures,
which were partly offset by a 17.4% increase in interest expenses on the Government’s debt, to Ps.9.7 billion from
Ps.8.2 billion in 1999.

Fiscal Result of 2001 as Compared to Fiscal Result of 2000

Primary fiscal balance. In 2001, the Government’s primary surplus declined by a total of Ps.1.3 billion or
48.7%, to Ps.1.4 billion from Ps.2.7 billion in 2000, primarily as a result of a 9.2% decline in fiscal revenues
(excluding privatizations), which was partly offset by a 7.1% reduction in primary expenditures.

Fiscal revenues. In 2001, fiscal revenues (excluding proceeds from privatizations) decreased by 9.2%.
This decline was attributable primarily to the deepening economic recession, the introduction of tax-relief measures
and the continued decline in social security revenues. The decline in fiscal revenues reflected the following results:

e VAT collections, the most directly affected by the severe economic contraction, decreased 19.2% to
Ps.15.4 billion, from Ps.19.0 billion in 2000.

e Revenues from other taxes on goods and services decreased 18.1% to Ps.3.0 billion, from Ps.3.6 billion
in 2000.

e Revenues from income taxes decreased 5.2% to Ps.10.7 billion, from Ps.11.3 billion in 2000, as the
enduring recession finally halted the rise in revenues from income taxes, which had increased every
year since 1991.

e Revenues from import and export taxes decreased 17.5% to Ps.1.7 billion, from Ps.2.1 billion in 2000,
reflecting the continued decline in imports.

e Revenues from fuel taxes decreased 1.7% to Ps.3.4 billion, from Ps.3.5 billion in 2000.

e Revenues from social security taxes decreased 11.6% to Ps.8.7 billion, from Ps.9.8 billion in 2000, due
in part to continued erosion of this revenue stream from the privatization of the social security system,
but also from a temporary reduction in employee social security contributions, from 11% to 5%.

e  Other non-tax revenue (including sale of goods and services, other operational revenues and transfers
from the Central Bank) decreased 9.0% to Ps.3.4 billion from Ps.3.8 billion in 2000.

Only taxes on capital registered an increase in revenue in 2001, of 206.9%, to Ps.3.8 billion from Ps.1.3
billion in 2000, due to the introduction of the tax on financial transactions.

Primary expenditures. In 2001, primary expenditures declined by 7.1%, to Ps.49.0 billion from Ps.52.7
billion in 2000, partly as a result of across-the-board reductions in primary expenditures due to the Government’s
efforts to comply with the Zero-Deficit Law, and partly as a result of the Government’s unilateral decision to reduce
transfers to the provinces in September 2001. The Government’s austerity measures under the Zero-Deficit Law
resulted in the following reductions in expenditures:

e National administration wages declined 5.2% to Ps.6.4 billion, from Ps.6.7 billion in 2000 due to the
13% reduction in public sector wages.

e Government purchases of goods and services declined 1.8% to Ps.1.89 billion, from Ps.1.92 billion in
2000.
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e  Social security outlays declined 4.7% to Ps.16.6 billion, from Ps.17.4 billion in 2000, due to the 13%
reduction in pension payments.

e Other transfers (including transfers to the private sector and transfers to public entities such as
universities) decreased 5% to Ps.7.6 billion, from Ps.7.9 billion in 2000.

e Capital expenditures declined 8.9% to Ps.2.6 billion, from Ps.2.9 billion in 2000.

Transfers to the provinces declined 12.0% in 2001, to Ps.13.9 billion from Ps.15.8 billion in 2000. Only
other expenditures increased 50.6% in 2001, to Ps.23.2 million from Ps.15.4 million in 2000.

Overall fiscal balance. In 2001, the overall fiscal deficit of the non-financial fiscal sector increased by a
total of Ps.1.9 billion or 28.4%, to Ps.8.7 billion from Ps.6.8 billion in 2000. This increase was more pronounced
than the decrease in the primary surplus due to the continued surge in interest payments on the Government’s debt,
which increased 5.4% in 2001, to Ps.10.2 billion from Ps.9.7 billion in 2000. The Government’s interest expense in
2001 accounted for 17.2% of the Government’s total expenditures for the year. Proceeds from privatizations in
2001 were negligible.

Fiscal Result of 2002 as Compared to Fiscal Result of 2001

Primary fiscal balance. In 2002, the Government’s primary surplus increased by a total of Ps.860 million
or 61.7%, to Ps.2.3 billion from Ps.1.4 billion in 2001. This increase resulted from a 9.3% increase in fiscal
revenues, which was partly offset by a 7.8% increase in primary expenditures.

Fiscal revenues. In 2002, fiscal revenues (excluding proceeds from privatizations) increased 9.3%, to
Ps.55.1 billion from Ps.50.4 billion in 2001. This increase was attributable in large part to the financial transactions
tax, an increase in domestic prices, and the reinstatement of various export taxes. The increase in revenues reflected
the following results:

e Revenues from import and export taxes increased 272.6%, to Ps.6.4 billion from Ps.1.7 billion in 2001
due to the reinstatement of export taxes.

e Despite the restrictions on deposit withdrawals and the pronounced economic decline during this year,
revenue from taxes on capital increased 43.7% to Ps.5.5 billion, from Ps.3.8 billion in 2001, due to the
continued effects of the tax on financial transactions introduced in March 2001.

e Revenue from taxes on fuels increased 31.1% to Ps.4.5 billion, from Ps.3.4 billion in 2001. This
increase resulted both from a modification in the tax rates applicable to gas-oil, and a global increase in
the price of oil.

e Non-tax revenues (including sale of goods and services, other operational revenues and transfers from
the Central Bank) increased 48.9% to Ps.5.1 billion, from Ps.3.4 billion in 2001.

e Revenue from social security contributions increased by 1.8%, to Ps.8.8 billion from Ps.8.7 billion in
2001.

Fiscal revenues from all other sources decreased in 2002 due to the economic contraction during this year,
particularly during the first-half of the year.

e Revenue from income taxes registered the most significant decline in 2002, decreasing 11.2% to Ps.9.5
billion from Ps.10.7 billion in 2001.

e VAT collections halted their sharp decline from the prior year, decreasing by only 0.7% to Ps.15.2
billion from Ps.15.4 billion in 2001. This more moderate decline in VAT revenues, despite the
recession, resulted from the inflation that followed the devaluation of the peso in 2002.
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e Revenue from other taxes on goods and services registered a 13.4% decline to Ps.2.6 billion, from
Ps.3.0 billion in 2001. Like VAT revenues, revenues from other taxes on goods and services benefited
from the rise in inflation following the devaluation of the peso. As a result, the reduction in this

revenue stream was less pronounced than in 2001, despite the reduction in economic activity during
2002.

In 2002, tax reimbursements or drawbacks — which had remained relatively stable during the prior three
years — increased by a total of Ps.690 million or 129.8%, to Ps.1.2 billion from Ps.532 million in 2001, as a result of
the devaluation of the peso. This devaluation increased in peso terms the value of exports, which formed the basis
for the amounts reimbursed. For a description of these reimbursements see “Foreign Trade and Balance of
Payments—Trade Regulation.”

Primary expenditures. In 2002, primary expenditures increased by 7.8%, to Ps.52.8 billion from Ps.49.0
billion in 2001. This increase resulted in large part from a 37.2% increase in other transfers, to Ps.10.4 billion from
Ps.7.6 billion in 2001, reflecting an increase in private sector subsidies and other transfers to the private sector as
part of the social support programs introduced by the Duhalde administration. The increase in primary expenditures
also reflected the following results:

e Transfers to the provinces increased 6.1% to Ps.14.8 billion, from Ps.13.9 billion in 2001, as a result of
the new revenue-sharing agreement reached between the Government and the provinces in February
2002, which normalized revenue transfers to the provinces. This increase in transfers to the provinces
in 2002 reflected the reduced transfers during the prior year as a result of the Government’s unilateral
reduction in payments.

e National administration wages increased 6.7% to Ps.6.8 billion, from Ps.6.4 billion in 2001, largely as
a result of the Duhalde administration’s implementation of a retroactive 13% increase in Government
wages to restore them to 2001 levels.

e Government purchases of goods and services increased 15.7% to Ps.2.2 billion, from Ps.1.9 billion in
2001.

Despite the retroactive reversal of the 2001 reductions in Government wages and public pension payments,
social security outlays decreased 0.5% in 2002, to Ps.16.5 billion from Ps.16.6 billion in 2001. Only capital
expenditures registered a considerable decline in 2002, of 17.5%, to Ps.2.2 billion from Ps.2.6 billion in 2001.

Overall fiscal balance. In 2002, the Government’s overall results improved, largely as a result of
suspension of payments on a substantial portion of the Government’s debt, but also due to the increase in the
Government’s primary surplus. The overall deficit of the non-financial public sector decreased by a total of Ps.4.2
billion or 48.1%, to Ps.4.5 billion from Ps.8.7 billion in 2001. As a result of the suspension of debt payments, the
Government’s interest expense declined by a total of Ps.3.4 billion (U.S.$8.0 billion) or 33.1%, to Ps.6.8 billion
(U.S.$2.2 billion) from Ps.10.2 billion in 2001. This decline was not greater since the Government continued to
make payments on certain of its debt obligations. Moreover, the interest expense (measured in peso terms) on the
Government’s performing foreign-currency denominated debt increased due to the devaluation of the peso. For a
description of the scope of the suspension of debt payments see “Public Sector Debt—Debt Records.” There were
no significant revenues from privatizations in 2002.

Fiscal Result of 2003 as Compared to Fiscal Result of 2002

Primary fiscal balance. The Government’s finances continued to improve during 2003, with the primary
surplus increasing by a total of Ps.6.4 billion or 284.7%, to Ps.8.7 billion from Ps.2.3 billion in 2002. This increase
resulted from a 40.1% increase in fiscal revenues, which was partly offset by a 29.6% increase in primary

expenditures.

Fiscal revenues. In 2003, fiscal revenues (excluding proceeds from privatizations) increased 40.1%, to
Ps.77.2 billion from Ps.55.1 billion in 2002. This increase resulted from an across-the-board increase in tax revenue
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due to the economic recovery and the Government’s efforts to reduce tax evasion. The increase in fiscal revenue was
attributable, in particular, to the following results:

e Revenues from income taxes increased 70.0% to Ps.16.2 billion, from Ps.9.5 billion in 2002.

e Revenues from VAT taxes increased 37.4% to Ps.20.9 billion, from Ps.15.2 billion in 2002.

Revenue from taxes on foreign trade increased 78.1% to Ps.11.4 billion, from Ps.6.4 billion in 2002.
e Revenues from taxes on capital increased 38.9% to Ps.7.7 billion, from Ps.5.5 billion in 2002.
e Revenues from social security taxes increased 20.2% to Ps.10.6 billion, from Ps.8.8 billion in 2002.

Non-tax revenues (including results from state-owned enterprises, capital revenues and other non-tax
revenues), on the other hand, decreased in the aggregate by 11.3% to Ps.4.7 billion, representing 6.1% of total fiscal
revenues in 2003.

Primary expenditures. In 2003, primary expenditures increased by 29.6%, to Ps.68.5 billion from Ps.52.8
billion in 2002. This increase resulted from an across-the-board increase in Government expenditures. The increase
in primary expenditures was primarily attributable to the following results:

e  Transfers to the provinces increased 39.3% to Ps.20.6 billion, from Ps.14.8 billion in 2002, due to the
overall increase in fiscal revenues.

e  Other transfers (including export and private sector subsidies, and transfers to autonomous public
entities such as universities) increased 29.7% to Ps.13.4 billion, from Ps.10.4 billion in 2002, due in
part to a one-time year-end payment to beneficiaries of the Heads-of-Household Program and in part to
increased transfers to the energy sector intended to reduce the impact of Argentina’s developing energy
crisis on economic growth.

e  Social security outlays increased 17.7% to Ps.19.5 billion, from Ps.16.5 billion in 2002, due in large
part to an increase in the minimum public pension benefit as well as a retroactive increase in military
wages that increased the pensions of some retired personnel.

e National administration wages increased 29.0% to Ps.8.7 billion, from Ps.6.8 billion in 2002 due in
part to an increase in military wages.

e  Capital expenditures increased 46.2% to Ps.3.2 billion, from Ps.2.2 billion in 2002 due to direct
Government investment intended to promote economic activity.

Overall fiscal balance. In 2003, the Government achieved its first overall fiscal surplus since 1994. This
surplus totaled Ps.1.8 billion, compared to a Ps.4.5 billion deficit in 2002. The Government’s overall results
improved almost entirely as a result of the increase in the Government’s primary balance. Interest expense on the
Government’s debt increased only marginally by 1.1% to Ps.6.9 billion, although the total mount of interest
payments was still 32.4% lower than at the peak of the fiscal crisis in 2001, due to the Government’s continued
suspension of debt payments on a substantial portion of its debt. There were no significant revenues from
privatizations in 2003.

Fiscal Results of the First Nine Months of 2004 as Compared to the First Nine Months of 2003

During the first nine months of 2004, the Government registered a primary surplus of Ps.16.8 billion,
compared with a primary surplus of Ps.7.2 billion during the first nine months of 2003. These results reflected fiscal
revenues of Ps.79.5 billion, compared to fiscal revenues of Ps.56.4 billion for the first nine months of 2003, and
primary expenditures of Ps.62.7 billion, compared to primary expenditures of Ps.49.2 billion for the first nine
months of 2003. The increase in fiscal revenues during this period resulted primarily from increases in consumption
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and employment rates, which increased revenues from VAT and income taxes, and from higher prices for
Argentina’s export products, which increased revenues from export taxes. During this period, the Government
registered an overall fiscal surplus of Ps.12.4 billion, compared to Ps.1.8 billion during the first nine months of
2003. These overall fiscal results reflected a 17.5% reduction in interest expense on the Government’s debt, from
Ps.5.3 billion during the first nine months of 2003 to Ps.4.4 billion during the first nine months of 2004.

Composition of Public Expenditures

The national public sector expenditures include general administrative expenses, debt service payments,
investments in public infrastructure and services, expenditures related to defense and security, administrative
expenses of the justice system and spending on social programs.

The following table sets forth the National Administration’s public expenditures for the periods indicated,
calculated using an accrual method, which computes revenues and expenditures in the periods in which they are
accrued, regardless of the period in which cash flows take place.

Composition of National Public Expenditures”
(in millions of pesos)

1999 2000 2001 2002 2003

General administration.............cccceeeeeeveeereeeveenenn. Ps. 4,477 Ps. 3,344 Ps. 2,656 Ps. 2,430 Ps. 3,340
Defense and SECUTItY .......ccceevvevveeiveriereeniieierieneens 3,497 3,379 3,168 3,701 4,572
JUSEICE 1ottt 802 810 793 812 856
Social programs 28,946 29,366 28,651 30,742 38,570
S0Cial SECULILY ...vvveeiveieieieieee e 19,283 19,496 19,859 19,896 22,491
Culture, education, science and technology...... 3,535 3,744 3,491 2,994 4,089
Health. ..o, 3,057 3,022 2,495 2,965 3,876
HOUSING . ...cveeitieeeee e 829 1,024 744 580 910
Social Welfare .........ccceevvvvevieeiieciiecie e, 1,899 1,834 1,749 1,926 3,221
LabOr it 342 246 313 2,380 3,984
Public expenditures on economic infrastructure ... 2,294 2,188 1,889 1,714 5,281
Public debt SErvICe® ..., 8,572 10,141 11,776 6,407 7,187
TOtAl e Ps.48,589 Ps.49,228 Ps.48,935 Ps.45,806 Ps.59,806

(1) Calculated using an accrual method.
(2) Based on performing debt.
Source: Ministry of Economy.

137



Composition of National Public Expenditures”

(as a percentage of total Government expenditures)

1999 2000 2001 2002 2003

General administration..........ccccoeeerieercrenennenne. 9.2% 6.8% 5.4% 5.3% 5.6%
Defense and SECUrity ..........ccoeveeerenerienienceencnnne 7.2 6.9 6.5 8.1 7.6
Justice 1.7 1.6 1.6 1.8 1.4
Social Programs ..........ccccecereerieneerienenieneneeiene 59.6 59.7 58.6 67.1 64.5
Social SECUTTLY......ccververiiniieiereeiecerereeeeee e 39.7 39.6 40.6 43.4 37.6
Culture, education, science and technology ....... 7.3 7.6 7.1 6.5 6.8
Health. ..o 6.3 6.1 5.1 6.5 6.5
HOUSING ...ovieiieiieieececeeeeeee e 1.7 2.1 1.5 1.3 1.5
Social welfare . 3.9 3.7 3.6 4.2 5.4
LabOT..c.ceieirieiieeeeiceneteeee e 0.7 0.5 0.6 52 6.7
Public expenditures on economic infrastructure ... 4.7 4.4 3.9 3.7 8.8
Public debt SErvIce™® ..o, 17.6 20.6 24.1 14.0 12.0

Total oo 100.0% 100.0% 100.0% 100.0% 100.0%

(1) Calculated using an accrual method.
(2) Based on performing debt.
Source: Ministry of Economy.

Expenditures on Social Programs

The Government devotes most of its revenues to social programs. Between 1999 and 2003, social
programs accounted on average for 61.9% of Government expenditures. These social programs include the social
security system, cultural, education, science and technology programs, the health-care system, low-income housing
programs, social welfare programs and labor subsidies. From 1999 through 2003, social security payments alone
accounted on average for 40.0% of the Government’s annual expenditures.

Total spending on social programs as a percentage of total expenditures decreased from 59.6% in 1999 to
58.6% in 2001, due in part to the implementation of fiscal austerity measures, and in part to the diversion of
Government resources to meet its growing debt service obligations. In 2002, social expenditures increased to 67.1%
of total expenditures, partly as a result of new social programs introduced by the Government to ameliorate poverty.
In 2003, despite a Ps.7.8 billion increase in social program spending in absolute terms (reflecting the continuation of
the Government’s anti-poverty initiative, including the Heads of Households program), social program expenditures
as a percentage of total expenditures decreased to 64.5%, reflecting the significant increase in public expenditures
on economic infrastructure.

Debt Service

The servicing of the Government’s public debt has represented the second largest portion of the
Government’s total expenditures, accounting on average, from 1999 through 2003, for 17.7% of the Government’s
annual expenditures.

The Government’s debt service payments, as a percentage of total expenditures, increased from 17.6% in
1999 to 24.1% in 2001, reflecting the significant increase in the Government’s debt and in its costs of borrowing
during this period. In 2002 and 2003, interest payments decreased to 11.4% and 9.1%, respectively, of total
expenditures, as a result of the Government’s suspension of payments on a substantial portion of its public debt.

General Administrative Expenses
From 1999 through 2003, general administrative expenses accounted on average for 6.5% of total
expenditures. During this period, general administrative expenses peaked at 9.2% of total expenditures in 1999 and

have since declined to 5.6% of total expenditures in 2003, reflecting in part the Government’s efforts to control its
level of spending.
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Defense and Security.

Spending on defense and security declined steadily from 7.2% of total expenditures in 1999 to 6.5% of total
expenditures in 2001. In 2002, however, spending on defense and security increased to 8.1% of total expenditures,
reflecting the Government’s efforts to maintain order in the face of rising crime and social unrest as a result of the
economic crisis. In 2003, spending on defense and security decreased to 7.6% of total expenditures due to the
reduced level of social tensions and attendant security risks that accompanied Argentina’s continued economic
recovery.

Public Infrastructure and Services

From 1999 through 2002, spending on public infrastructure and services decreased as a percentage of total
expenditures, from 4.7% of total expenditures in 1999 to 3.7% of total expenditures in 2002, as a result of necessary
cutbacks due to the shortfall in revenue caused by the recession. In 2003, however, spending on public
infrastructure and services as a percentage of total expenditures increased to 8.8% — more than doubling from the
previous year — reflecting the increase in capital expenditures intended to foster economic growth.

Tax Regime

In Argentina, the legal authority to impose taxes is shared by Congress, the provincial legislatures and,
within certain limits, the municipalities. The precise distribution of the taxing authority, however, is not clearly
defined by law. The Supreme Court of Argentina, in interpreting the Argentine Constitution, has concluded that
only the Government may levy taxes on external trade. The Supreme Court has also defined the federal taxing
authority as generally limited to certain indirect taxes and temporary direct taxes that the Government may levy only
under exceptional circumstances. However, as a result of fundamental changes in the Argentine economy initially
triggered by the global economic crisis of the 1930s, since 1935 the provinces have delegated to the Government
most of their taxing authority. See “—Fiscal Relations With the Provinces.”

Federal taxes must be authorized by an act of Congress, although the executive branch is empowered to
issue regulations and decrees necessary to implement congressional legislation. Argentina does not have a federal
revenue code; instead, separate laws, which are amended frequently, govern different categories of taxes. The
Ministry of Economy is responsible for the collection of fiscal revenues. The Ministry of Economy carries out this
task mainly through the Direccion General Impositiva (the General Directorate of Taxes), a division of the
Administracion Federal de Ingresos Publicos or “AFIP”, the agency that administers the Government’s tax
collection and customs.

Composition of Tax Revenues

The Government levies the following taxes:

e value-added taxes on goods and services (known as “VAT” taxes),

e income taxes,

e taxes on capital (including the financial transactions tax),

e social security taxes,

e taxes on foreign trade,

o fuel taxes, and

e other taxes (such as consumption taxes).
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Traditionally, the Government has derived most of its revenue from VAT taxes, from income taxes and
from social security contributions. Together, from 1999 through 2003, these three taxes generated on average
72.7% of the Government’s annual revenues. Since 2001, taxes on capital have become a more significant source of
revenue for the Government — accounting for 10.4% of total tax revenue in 2003 — due to the introduction of a new
tax on financial transactions. Similarly, since 2002 taxes on foreign trade have gained significance — accounting for
15.4% of total tax revenue in 2003 — as a result of a variety of export taxes introduced by the Duhalde administration
following the devaluation of the peso.

Revenues from VAT taxes were the most significantly affected by the recession, representing 28.4% of
total tax revenue in 2003, as compared to 38.3% in 1999. Income taxes have replaced social security contributions
as the second most important source of Government revenue since 1999. This shift resulted from the continued
decline of social security contributions following the privatization of the social security system in 1994, and from a
steady rise in income taxes — even during the first years of the recession — resulting in part from rate increases and
from improvements in tax enforcement. This steady rise in revenues from income taxes, however, came to end in
2001, due to the continued downturn in economic activity, which reduced corporate profits and wages. Revenues
from income taxes, however, were up sharply in 2003 due to the economic recovery.

The following table sets forth the composition of the Government’s tax revenues for the periods indicated:

Composition of Tax Revenues
(in millions of pesos)

1999 2000 2001 2002 2003
VAT X 1o s s s s seeen Ps. 18,771 Ps. 19,009 Ps. 15,351 Ps. 15,242 Ps. 20,948
Other taxes on goods and Services.........c..cecueuenne 3,218 3,605 2,954 2,559 3,055
Social security taxes® ...........coovoeoveeeecrreerrrinnns 10,057 9,817 8,683 8,841 10,626
Income taxes 10,081 11,303 10,719 9,514 16,170
Corporate earnings tax 6,183 6,575 6,243 4,885 10,111
Personal earnings tax ..........c.cceceveveeeecnennene 3,053 3,937 3,702 3,543 4,812
Others 845 792 774 1,085 1,247
Import and eXport taXes ........coeevereereerieneerienienne 2,364 2,082 1,717 6,398 11,394
Taxes on capital® ..........coocoovoeeeeeeeeeeeeeeeeeenan 1,057 1,254 3,848 5,527 7,678
FUel taXeS....ccovieieeeiieeiecciee et 3,588 3,478 3,420 4,484 4,973
OHELS v eeeeees e eeseeeseaseeeees 408 395 340 279 292
Gross t01aIPD ..o 49,544 50,943 47,032 52,844 75,136
Drawbacks ........cceeviieiiiiiicieeee e (574 (583) (532) (1,222) (1,367)
NEt 10IaL™ ..o Ps. 48,970 Ps. 50,361 Ps. 46,501 Ps.51,622 Ps. 73,769

(1) Preliminary figures.

(2) Figures presented in this table differ from those presented in the tables titled “National Public Accounts” because they were calculated using
different methodologies and because they are published before the figures in the “National Public Accounts” table and thus reflect less
up-to-date information.

(3) Includes the tax on financial transactions, which generated revenues of Ps.2.9 billion in 2001, Ps.4.9 billion in 2002 and Ps.5.9 billion in
2003.

(4) Includes drawbacks.

Source: Ministry of Economy.
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Composition of Tax Revenues
(as a percentage of total Government fiscal revenues)

1999 2000 2001 2002 2003
VAT 18X ettt 38.3% 37.7% 33.0% 29.5% 28.4%
Other taxes on goods and services .........c..coceeveuee 6.6 7.2 6.4 5.0 4.1
Social security taxes® 20.5 19.5 18.7 17.1 14.4
INCOME tAXES .. .eeveveeniiiieierieeteeeeeeeee e 20.6 22.4 23.1 18.4 21.9
Corporate earnings tax .......ccceeeeveerveeruerverreennes 12.6 13.1 13.4 9.5 13.7
Personal earnings tax 6.2 7.8 8.0 6.9 6.5
OLhErs ....ovveeieeiieieceee e 1.7 1.6 1.7 2.1 1.7
Import and eXport taXeSs ......cceecverveeververeerveneenenns 4.8 4.1 3.7 12.4 15.4
Taxes on capital® 22 2.5 8.3 10.7 10.4
FUEl taxeS....cuvvveuieeiirereiniceneceeceeeeeree e 7.3 6.9 7.4 8.7 6.7
OLNELS .voeeeeeieie et 0.8 0.8 0.7 05 0.4
Gross 101al® .....ooovoeeeeeeeeeeeeeeeeeeeenn 101.2 101.2 101.1 102.4 101.9
DIaWDACKS ... (1.2) (1.2) (1.1) (24) (1.9
Net total® 100.0% 100.0% 100.0% 100.0% 100.0%

(1) Preliminary figures.

(2) Figures presented in this table differ from those presented in the tables titled “National Public Accounts” because they were calculated using
different methodologies and because they are published before the figures in the “National Public Accounts” table and thus reflect less
up-to-date information.

(3) Includes the tax on financial transactions, which accounted for 6.3%, 9.4% and 8.0% of the Government’s fiscal revenues in 2001, 2002
and 2003, respectively.

(4) Includes drawbacks.

Source: Ministry of Economy.

We set forth below a brief a description of the principal taxes levied by the Government, except for social
security taxes. For a description of social security taxes see “—Social Security.”

VAT Tax

The VAT tax is a value-added tax levied on the sales of goods and services within Argentina, and the
rendering of services abroad when the effective use of those services takes place in Argentina and the user is
registered as an VAT taxable person.

As of the date of this prospectus, the standard VAT tax rate is 21%. An increased rate of 27% applies to
the provision of gas, electricity, water, sewage, and telecommunications services for non-residential purposes. A
reduced rate of 10.5% applies in certain cases, including, among others, housing projects, the sale of livestock and
other agricultural products, the sale of capital goods and certain financial revenues and expenses.

Other Taxes on Goods and Services

The Government also levies a variety of taxes on the consumption of certain goods and services. The
following table sets forth a sample of the tax rates applicable to certain products:

Composition of Taxes on Goods and Services

Product Rate
TODACCO PrOAUCLS.......eiieiiieiiciieiie et st 20 - 60%
ALCONOLIC DEVETAZES. ....c.veuiiiieiierieeiieieeit ettt ettt sttt ettt e st sae et 8-20
Non-Alcoholic beverages (including extracts, concentrates and mineral water).................. 4-8

LUXULY TEOITIS ..ottt ettt sttt 20
Recreational sporting equipment (including private planes and yachts) ...........ccoceevevvennenne 4-8
E1eCtronic PrOQUCES .....ccvieieiieieieeteiesiete et ete et eaesteeteste et e steesaesseensesseensesseensessessaenseensenee 17

Source: Ministry of Economy.
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Income Tax

Argentine legal residents and corporations domiciled in Argentina are subject to income tax on their
worldwide income. Nonresidents are subject to tax only on income from Argentine sources.

The income of national, provincial or local authorities, as well as non-profit organizations (including
cooperatives, religious institutions and foundations) is not subject to income tax. The Government also provides tax
exemptions or incentives for projects carried out in certain locations, such as Tierra del Fuego, and for certain
economic activities, such as public transportation and garbage collection.

There are three categories of income tax in Argentina:

e Impuesto a las ganancias (earnings tax). For resident individuals, the rate of this tax varies according
to income level from 9% to 35% (the latter applying to annual earnings exceeding Ps.120,000). For
nonresident individuals and for all business entities, the rate is 35%. Alternatively, individuals whose
annual income (or whose employers’ annual income) is less than a statutorily provided limit may opt to
pay a monotributo (single-presumptive tax), which is a fixed amount calculated on the basis of
employment categories.

e Gravamen de emergencia sobre premios de determinados juegos de sorteos y concursos deportivos
(emergency tax on wagers and gaming proceeds). The rate of this tax is 31% and it is levied on
winnings from wagers and gaming of Ps.1,200 or greater.

e Impuesto a la Ganancia Minima Presunta (Presumptive Minimum Income Tax). Subject to certain
exceptions, a 1% tax is levied on the value of certain assets held by individuals, businesses and other
entities at the end of each fiscal year. Amounts paid on the earnings tax are deductible from this tax.

Of these three categories, the earnings tax is the most significant source of Government revenue, accounting for
more than 90% of income tax revenues from 1999 through 2003.

Taxes on Foreign Trade

Taxes on foreign trade consist of export and import taxes. Import taxes are levied on goods and services
imported into Argentina for consumption. They are assessed either ad valorem (i.e., on the actual value of the good
or service) or based on CIF official prices (i.e., the cost of the good or service, plus insurance and freight to the
destination), whichever is higher. Rates for import taxes range from 0% to 22.5% for most goods and services,
except for taxes applied to the “vehicle and transport” sector, where the maximum rate is 35.0%. Certain products,
such as textiles, footwear and toys, are exempted from import taxes. An additional tax applies to imports from non-
Mercosur countries.

Export taxes were introduced in 2002. The standard export tax rate for most products ranges from 5% to
20%, with an additional rate of 3% to 5% for certain products based on the FOB value of the product. Export taxes
have become an important source of revenue for the Government since 2003, particularly in light of the high
international prices for commodities and the devaluation in the value of the peso, which have increased the peso
value of Argentina’s exports. In 2003, export taxes on agricultural products (including processed agricultural
products) and export taxes on fuel products accounted for 74.3% and 14.2%, respectively, of total export-tax
revenues. A decline in commodity prices could lead to a consequent decline in export tax revenues for the
Government. For a description of taxes on foreign trade currently in effect see “Foreign Trade and Balance of
Payment—Trade Regulation.”

Taxes on Capital

Taxes on capital include taxes on the value of personal assets owned by individuals, taxes on the net worth
of credit unions, a tax on the sales of real estate and the tax on financial transactions.
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The tax on financial transactions was introduced in 2001 and has become an important source of revenue
for the Government. The tax is levied on the full amount of most financial transactions, with certain limited
exemptions. The standard tax rate is 0.6% for credits and debits from checking accounts and 0.12% for transfers of
funds. On December 14, 2004, the Chamber of Deputies approved a bill that would extend the tax on financial
transactions, scheduled to expire in December 2004, until December 31, 2005. The Senate has not yet voted on the
bill.

Taxes on Fuels

The Government levies taxes on the sale of various fuels, including liquid fuels such as gasoline and diesel,
and compressed natural gas. The tax on the sale of liquid fuels is generally levied on importers, refineries and
distributors and ranges from 19% to 70% of the net sales price depending on the type of fuel. The tax on compressed
natural gas is levied on distributors at a rate of 16% of the sales price paid by the end consumer. Other taxes on
fuels include an additional 18.5% tax on the sale of gas-oil.

Tax Enforcement

Argentina historically has had a low rate of tax collections. Between 1999 and 2003, the Government’s
annual tax revenues (including social security contributions) as a percentage of GDP averaged 17.7%. The
Government has taken steps to improve its level of tax collections. On November 1, 2001, the Government
announced a restructuring of AFIP intended to give the agency greater autonomy, including providing it with an
independent budget and accounts separate from the Ministry of Economy. This initiative was intended to shield
AFIP from political pressures and introduce modern managerial techniques that would improve tax collections.

The Kirchner administration has placed emphasis on improving the Government’s tax collections. To this
end it has developed the Plan Antievasion (Anti-evasion Program), which is divided into two phases. Phase I was
approved by Congress in October and December 2003 and seeks to improve tax collections through the following
measures:

e  Facilitating prosecutions and increasing sanctions. Phase I of the Anti-evasion Program increased
sanctions and facilitated prosecutions for tax evasion. For instance, Phase I increased the sanctions for
providing false information on sales prices.

e Enhancing the AFIP’s monitoring powers. Phase | increased the AFIP’s enforcement powers by
enhancing its monitoring functions. To this effect, it introduced several measures, including the
following:

— a“risk registry” to track the tax-compliance profile of taxpayers,
— procedures for the use of certain financial instruments that facilitate tax evasion,
— mandatory inquiries via the Internet to verify the veracity of invoices, and

— an increase in the AFIP’s auditing functions.

Phase II of the Anti-evasion Program has not yet been approved by Congress. It is expected to focus on
increasing the AFIP’s monitoring functions over foreign trade transactions and social security contributions.

The Budget

The Jefatura del Gabinete de Ministros (the Chief of the Cabinet of Ministers) is responsible for preparing
the National Administration’s budget, which must project the National Administration’s fiscal results for the next
three succeeding years. Although the budget is tri-annual, Congress only approves the budget for the following year.
Once a budget is approved, the Government can supply the allocated amounts to the various agencies and to the
provinces on a quarterly basis. The Auditoria General de la Nacion (the National General Audit Agency) is
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responsible for supervising budgetary compliance by the National Administration and its agencies. The Public
Sector Financial Administration Law prohibits the Government from borrowing to meet primary deficits, except in
the case of national emergencies.

On November 26, 2003, Congress approved the proposed budget for 2004. The following tables set forth
budgetary assumptions and principal targets for 2003 and 2004. The figures for 2003 were prepared prior to the
submission of the 2003 budget to Congress in 2002. Accordingly, they differ from the actual results for 2003:

Principal Budgetary Assumptions for 2003 and 2004

2003 2004
Real GDP GIrOWH.....coiiiiiiiiiic et 5.5% 4.0%
TIETALION 1.ttt ettt b ettt e bt et e st e et e bt eat e teente b eneenbesaeene 6.0% 10.5%
AVEIage EXChANZE TALE ......ccevuirtiiiieieiiiti ittt ettt ettt ettt ettt eae et s e eae e 2.94 2.84

(1) 2003 figures were estimated prior to the end of 2002 and differ from actual 2003 data. 2004 figures were estimated prior to the end of 2003.
Source: Ministry of Economy.

Principal Fiscal Targets of the National Administration for 2003 and 2004""
(in millions of pesos)

2003° 2004

Total current gevenues(z)a) ...................................................................................................... Ps. 54,016 Ps. 61,343
TAX TEVENUES ™ ..ottt 50,673 57,175
Primary expenditures(4) ........................................................................................................... 47,481 53,050
Primary surplus (deficit) 2@ e 6,755 8,963

As a percentage Of GDP.......ccoociviiiiniiiinieicnceee e 1.84% 2.15%
Interest expenditures.............. 7,412 6,659

As a percentage of GDP. 2.02% 1.60%
Overall fiscal balance®®™ ... Ps.  (656) Ps. 2304

(1) The budget figures contained in this table do not reflect amounts budgeted for entities that form part of Argentina’s national non-financial
public sector, but are not part of the National Administration. The annual budgets of these entities are separate from those of the National
Administration and their revenues are not available to and may not be appropriated by the National Administration. Additionally, the
budget figures are determined on an accrual basis, while the actual fiscal results are calculated on a cash basis.

(2) Includes projected proceeds from privatizations.

(3) Includes projected revenues from social security system.

(4) Does not reflect the issuance of issuance of Bocones, which the Government issues to pay for certain of its expenditures.

(5) 2003 figures were estimated prior to the end of that year and differ from actual 2003 data. For 2003, the National Administration registered
an actual primary surplus of Ps.7.2 billion (1.9% of GDP) and an actual overall fiscal surplus of Ps.446 million. The differences between
projected and actual 2003 fiscal results for the National Administration are attributable to the different methodology used for calculating
budgeted and actual amounts (i.e., on an accrual versus a cash basis), and due to higher than expected tax revenues, which resulted largely
from GDP growth that exceeded projections, increases in international commodities prices and increased tax collections resulting from
efforts to reduce tax evasion. The higher than expected revenues enhanced the Government’s ability to increase expenditures as needed.
For a discussion of the actual fiscal results of Argentina’s non-financial public sector, including the National Administration, for 2003 see
“— National Public Accounts — Evolution of Fiscal Results: 1999 — 2003 — Fiscal Result of 2003 as Compared to Fiscal Result of 2002.”

Source: Ministry of Economy.

The 2004 budget estimates total tax revenues (including social security contributions) for 2004 of Ps.57.2
billion, which assumed a 12.8% increase in tax revenues (including revenues from social security taxes) relative to
2003 estimates. The projected increase resulted primarily from projected increases in economic activity and
domestic prices. The 2004 budget estimates total primary expenditures for 2004 of Ps.53.1 billion, a projected
11.7% increase from the Government’s estimated primary expenditures for 2003. This increase in primary
expenditures is expected to result primarily from an increase in capital expenditures due to investments in
infrastructure projects. The 2004 budget contemplates a decrease in the Government’s interest expense on its debt
of 10.2% to Ps.6.7 billion.

144



On April 20, 2004, the Government revised the budget targets it had initially established for 2004 based on
projections of higher-than-expected fiscal revenues. Accordingly, it raised the 2004 target for total tax revenues by
13.7% to Ps.65.0 billion and it raised the 2004 target for primary expenditures by 9.3% to Ps.58.0 billion. These
increases in primary expenditure targets consist of an increase of Ps.0.7 billion for social programs, an increase of
Ps.1.1 billion for pensions and retirement benefits and an increase of Ps.2.1 billion for the electricity sector.

On September 16, 2004, the Government presented the 2005 budget to Congress and it was approved on
November 24, 2004. The following tables set forth budgetary assumptions and principal targets for 2005.

Principal Budgetary Assumptions for 2005

2005
REAI GDP ZIOWLH ..ottt ettt ettt 4.0%
INFTALION ..ottt b e sttt b ettt ettt 7.9%
AVETAZE CXCRANZE TALC ......eutiiiieiietieie sttt ettt ettt et et e ae e te s et e be e st e besseenbeeseenbeentenbesseentesseensenseenes 3.05
Source: Ministry of Economy.
Principal Fiscal Targets of the National Administration for 2005
(in millions of pesos)
2005
Total CULTENE TEVEIIUES P ..ot e e et e s seeees s Ps. 82,106
TAX TEVEITUES T ..ot e e e e e et e e e e e e e e e e e e s eeee e s s eeee s s ees e e seeseseeeen 63,549
Primary eXpenditures™ ...............ccooiiiiiiieieee e 67,906
Primary surplus (deficit)? @@ e 14,199
As a percentage 0f GDP.......cccveviiiieiiieieieeee et 3.0%
Interest expenditures 9,548
As a percentage 0f GDP.......oooiiiiiiiie e 2.0%
Overall fiISCal BAlance@ D@ | o oottt ettt Ps. 4,652

(1) The budget figures contained in this table do not reflect amounts budgeted for entities that form part of Argentina’s national non-financial
public sector, but are not part of the National Administration. The annual budgets of these entities are separate from those of the National
Administration and their revenues are not available to and may not be appropriated by the National Admini