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Global GDP will grow by 6.3% in 2021 and by 4.7% in 2022, after dropping by 3.2% in 2020.
Economic reopening, favored by a fast vaccine rollout and significant policy responses, has
facilitated rapid recovery and strengthened prospects for global growth.

In Argentina, following an increase in the number of infections in April
and May, cases are declining while the vaccination plan revs up. 60%
of the population will have had both doses by year-end. However, the
emergence of the Delta variant could complicate this improvement if
vaccine rollout is too slow.

The electoral calendar has been postponed to hold the primary
elections on September 12 and the legislative elections on November
14. The candidates were only recently announced on July 24.

Data for 1Q21 show that activity saw a weak start to the year
and slowed further during 2Q21 due to lockdown measures in
May, which prompted the growth forecast to be revised down
from 7% to 6.5% for 2021. By next year, we expect 3.5%,

when the activities affected by the pandemic return to normal.
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Recent fiscal data, explained by several extraordinary factors, are slightly better than
expected, but we maintain our primary deficit estimate of 4%. In 2022, improved economic
activity and the new program under the IMF agreement would lead to an improvement in
the result up to -2% of GDP.

The Central Bank will keep interest rates unchanged until the elections,
although inflation require an upward correction, with a two-fold
objective: sustain the economic recovery and contain the interest on its
large interest-bearing liabilities.

We expect inflation to stand at 50% for 2021. Monetary
pressures impose a high inflation floor, while exchange rate
and tariff anchors are proving somewhat inefficient in
containing prices. A partial regularization of these
imbalances, within the framework of the IMF agreement,
would boost prices in 1H22. We therefore raised the
expected inflation in 2022 to 50% (formerly 45%).
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Key points

Exchange
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The government intensified its strategy of curbing the exchange rate to contain inflation. It has
the resources to sustain this position until the end of the year, so we lowered our FX rate
forecast for December 2021, However, we increased the expected depreciation for 2022, as
the FX rate will have to recover some of the ground lost to prices this year and an agreement
with the IMF would involve a slight liberalization of some capital controls.

Although high commodity prices boost exports, the real exchange rate
appreciation and the premium between official and alternative exchange ‘ ;

rates erode the trade balance, leaving a smaller-than-expected surplus
during the last quarter. However, the balance of goods remains the

main FX inflow behind the current account surplus in 2021 (0.8% of \q
GDP).

The government postponed its maturity with the Paris Club
until 31-Mar-22. This reinforces the scenario of the p
Government reaching an agreement with the IMF in 1Q22. The J
subsequent economic program should address the Argentine
economy's main inconsistencies (mainly on the fiscal,
monetary and exchange rate front). p
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The recovery is gaining momentum, favored by an increasing control of the
pandemic and policy stimuli, but inflation is a rising source of concern

RECENT EVOLUTION OF THE GLOBAL ECONOMY

*‘ Covid-19 Acceleration of vaccination; declining infections despite new strains. ‘ b

inflation Solid recovery; significant rebound of inflation.

EC(_momiC Focus on growth, but the withdrawal of stimuli by
policy the Fed and the ECB is getting closer

Financial A more complex environment, despite the

markets still ample global liquidity.
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The acceleration of vaccination has paved the way for a reduction of
infections and an economic reopening, mainly in developed countries

WORLD: DAILY CODIV-19 CASES, POPULATION VACCINATED AND MOBILITY RESTRAINT INDEX ©)

(THOUSANDS OF CONTAGIONS, 7-DAY MOVING AVERAGE; SHARE OF THE POPULATION WITH AT LEAST ONE DOSE OF THE ANTI-COVID
VACCINES; MOBILITY RESTRAINT: 7-DAY MOVING AVERAGE)

1100 22
1000 20
900 18
800 Lower 16
200 mobility 14
600 12
500 10
400 8
300 6
200 4
100 2
0 0
S § § § & &8 & 8§ § § § &§ § &§ ¥ F 7
== Daily Covid-19 cases (Ihs) = Global mobility restraint index (rhs) Vaccination (rhs)

(*) The mobility restraint index reflects changes with respect to the period of reference (January 3 to February 6 2020). Higher values represent lower mobility. Vaccination data does not include figures for China.
Source: BBVA Research based on data by John Hopkins University, Google and Our World in Data.
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Vaccination has already reached much of the population in the US and
Europe, and is accelerating in emerging countries

POPULATION VACCINATED AND MOBILITY RESTRAINT ©® & Vaccination has reduced infections and
SHARE OF THE POPULATION WITH AT LEAST ONE DOSE OF THE

VACCINES; MOBILITY RESTRAINT INDEX: 7-DAY MOVING AVERAGE) increased mObIIIty in the US and Europe.

70 ISR o chi = Vaccine inoculation has recently accelerated

UK . . . . . .
° GURU ¢ in Latin America, although infections remain at
60 ' GER @POR high levels.
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S O FrA = Recent outbreaks in countries with advanced
S e, . . . .
§ . OtR Tt aRG vaccination (UK, Israel, Spain, Chile, etc.)
§ BRA® Tttt maintain the concerns about new strains.
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E 0 VORPT wex ¥ 40 main vaccines are effective against the new
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IS ° variants of the coronavirus.
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Global mobility restraint index

(*) The mobility restraint index reflects changes with respect to the period of reference (January 3 to February 6 2020). Higher values represent lower mobility. Vaccination data does not include figures for China.
Source: BBVA Research based on data by John Hopkins University, Google and Our World in Data.
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Growth accelerates somewhat more than expected in the US, restarts in
Europe, and remains high in China despite the recent moderation

REAL GDP LEVEL )

(4Q19=100)
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(*) Observed data till 1Q21. 2Q21: BBVA Research forecasts.
Source: BBVA Research based on local statistics.
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Inflation surprises to the upside, mainly in the US, driven by the reopening,
supply bottlenecks and commodity prices

INFLATION: CPI ®)
(Y/Y %, END OF PERIOD)
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== == 2010-19 average Observed ® Forecast

(*) Forecast: BBVA Research Apr/21 estimations.
Source: BBVA Research based on local statistics.



Inflation and significant fiscal stimuli increase the pressure on central banks,
which, however, remain focused on the recovery

GDP LOSS IN 2020 AND STIMULI FROM 2021®)
(PP, % OF GDP)
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B GDP loss in 2020 Fiscal stimulus Growth in CB's balance sheet

(*) GDP loss in 2020: difference between forecast GDP before the crisis and the actual data. Fiscal stimuli:

US: USD 0.9tn approved in Dec/20, USD 1.9tn approved in Mar/21, and further USD 1.5tn expected ahead;
UE:NGEU and measures announced by the main countries
expected accumulated expansion between the end of 2020 and the end of 2022.

Source: BBVA Research.

The Fed has suggested that it will soon begin
to discuss tapering bond purchases and that it
will bring forward rate hikes, but not until 2023.

Political debate in the US about additional fiscal
stimuli, possibly less significant than
anticipated and more focused on investment.

In Europe, after the approval of the NGEU, the
details for its implementation are being
finalized; suspension of fiscal targets in 2021-
22 increases scope for further stimulus.

The ECB maintains a high rate of asset
purchases; strategic
inflation target of 2%.

in the region. Central bankdéds balance sheet:

r
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Markets are more convinced that the Fed will act to control inflation:
the prospect of stimulus withdrawal generates volatility

10-YEAR US BOND YIELD AND VIX

a Short-term bond yields have risen in the US on
(%, INDEX) the prospect of higher rates in early 2023 (or
earlier).
2,0 100
a |Long-term bond yields have fallen on the view
L6 80 that inflation will be controlled, the stabilization
1.2 60 of growth expectations and lower bond supply.
0,8 40 = The rise in short-term rates has appreciated
o . the US dollar and generated volatility ...
00 0 = ... but global liquidity continues to back equity
'8 88888888 IS markets, certain risk assets and moderate
§ § 8 3 5 9 &2 3 3 &8 & S flows into emerging markets.
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VIX (rhs) —Yields: 10Y US bonds (lhs)

Source: BBVA Research based on data by Bloomberg.
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Baseline scenario: a faster recovery going forward, with higher inflation and
increasing challenges for central banks

GLOBAL ECONOMIC PROSPECTS

Convergencet owa r ds 0, firstin dexeloped and later
Covid-19

in emerging countries.

Activity and  stronger growth; higher inflation than in recent past, with
inflation upside risks.

_ Tapering in 2022, stable rates until 2023 (risk of
Economic earlier hikes), and expansionary fiscal policy in
policy developed economies.

Financial Higher pressure on risky assets and EMs,

markets given the process of withdrawal of stimuli.
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Global growth will be stronger than expected in 2021 and will ease in 2022

REAL GDP
(LINES: GDP LEVEL 2019=100, FIGURES: GROWTH FORECASTS AND, BETWEEN PARENTHESIS, CHANGE WITH
RESPECT TO PREVIOUS FORECASTS)
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Source: BBVA Research.
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Inflation in the US and Europe is expected to slow down, but it will remain
above the previous decadeodos | evel s, I n

INFLATION: CPI = Expected moderation of inflation

(Y/Y %, PERIOD AVERAGE) A more favorable base effects
A lower commodity prices
5,0 A bottlenecks will ease on greater supply
4,5 A absence of widespread wage pressures

40
fl ati on Anor ma k1D lrvals |

22 CBs more tolerant with inflation
more supportive fiscal, social and labor policies
trade protectionism
energy transition and change in relative prices
labor market tensions

2,5 = = =

2,0

1,5

1,0 I

0,5

oo 1 R W N I B demand recovery and less positive base

In China, inflation will rise moderately on
20Q21 4Q21 4Q22 2Q21 4Q21 4Q22 2Q21 4Q21 4Q22 effects.
= USA B Eurozone M China

o o o o I

a  Monetary and fiscal policies will be key for the
— = 2010-19 average future inflation dynamics.

Source: BBVA Research.
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Commodity prices have increased more than expected, mostly on the back of
high demand, but should ease -remaining high though- as supply catches up

COMMODITY PRICES: ANNUAL AVERAGES
(INDEX: 2015 = 100 AVERAGE)
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Source: BBVA Research.



Economic policies remain focused on supporting growth, but monetary
policy keeps also an eye on inflation, and will gradually shift to exit policies

n Eurozone

Bl china

PROSPECTS FOR I . PROSPECTS FOR
MONETARY POLICY FISCAL POLICY
Tapering in the beginning of 2022 Additional stimulus of around 7% of
and stable interest rates until 1Q23 GDP, more long-term and investment-
(slightly earlier than expected) focused than previous bills
Accommodative stance and scale NGEU: minor short-term impact;
down of bond purchases (PEPP) potentially greater in the long run
from Sep/21
New strategy: Asymmetrico i nfFikcltruien suspended at least in
target of 2%; 2021-22

Unchanged rates in 2021-22;
. : Gradually
lower dynamism of credit and .
y : less expansionary
regulatory tightening
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Risks: inflationary pressures increase the room for policy mismanagement
and open the door for more negative macroeconomic scenarios

=i~ INFLATIONARY RISKS < 2 FINANCIAL RISKS

on larger demand pressures, slow supply
response or unanchoring of expectations,
specially if central ban
inflationary pressures

particularly in public and private debt markets,
and in emerging economies (weaker exchange
n 0 tates; eardiec Hikestof lavad polcy rates), mostly if
central banks overreact (or markets perceives
this way) to inflationary pressures.

& @R OTHER RISKS

new strains. slow vaccination in EMs... evolution of accumulated savings, investment
and potential GDP, social unrest, deglobalization,
strategic rivalry between the US and China...




BBVA

Argentina
Economic Outlook
30Q21



Weaker than expected economic rebound in 1H21, while the elections will
set the tone for the economic policy until the end of the year

OUTLOOKS FOR THE ARGENTINE ECONOMY

* COVID-19

]
&

Elections

Activity

Economic
program

The second wave has been overcome and the vaccination plan
is progressing well, but the risk posed by new variants is high.

November és | egislative elections
economic decisions, as it is trying to reach these elections with
a growing economy and strengthened real incomes, at the

expense of accumulating imbalances.

Growth will remain weak in 2021 due to high uncertainty,
in 2022 due to the adjustments the economy must make.
Activity will only return to pre-pandemic levels in 2023.

The agreement with the IMF in 1Q22 will define
Argentina'’s path for 2022-23. If the program is
consistent, it will represent an opportunity to
stabilize the economy.

and

&

.5'



The primary elections on September 12 will define the candidates for the

General Legislative Elections on November 14

HOUSE OF DEPUTIES:

SENATE:
72 SEATS, 24 RENEWED

Coalitions Seats
@® Frente de Todos 41

Other 6

Juntos por el Cambio 25

Source: BBVA Research

These el ections, in addition to

changing

257 SEATS, 127 RENEWED

Coalitions Seats
@® Frente de Todos 119

Other 23
Juntos por el Cambio 115

Source: BBVA Research

Congress

c onf i gtherSenate,o

the government has the majority, with 15 of its 41 senators at stake, while the opposition has 8 of its 25 seats at stake. In the House of

Deputies, Frente de Todos has 51 of its 119 seats at stake; Juntos por el Cambio has 60 of its 115, and Others renew 16 of their 23 seats.
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The 2nd wave is behind: the number of infections is falling and the vaccination
rollout is picking up pace. New variants of the virus are the main risk factor.

VACCINATION AND POSITIVE TEST RATIO

DAILY INFECTIONS AND ICU BED OCCUPANCY
(7-DAY MOVING AVERAGES)

(7-DAY MOVING AVERAGE)
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——Total Infections (left) ——ICU beds occupancy, % (right) ——Positive test ratio (right)

Source: BBVA Research and the Argentine Ministry of Health. Source: BBVA Research and the Argentine Ministry of Health.

The current pace of vaccination would enable 60% of the population to receive two doses by Dec-21, thus significantly

reducing the economic impact of the pandemic in 2022. However, the possibility of a new outbreak derived from the Delta
variant cannot be ruled out.
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The fall of confidence indices in May and June reflected the low social
tolerance for strict isolation measures

LOCKDOWN STRINGENCY INDEX CONFIDENCE INDICES
(LEVELS FROM 0 TO 100) (BASE 100 = HISTORICAL AVERAGE)
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Source: BBVA Research and Oxford University. The Oxford Stringency Index is an indicator that ——Consumer -———In government
measures lockdown severity in different countries at any given time based on the measures they
implement to address the pandemic. Source: UTDT and BBVA Research.

Historically low and falling confidence levels show the government's limited room for maneuver in the event of further

outbreaks of the pandemic. This is particularly relevant in a moment when the electoral race is starting.
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Economic recovery slows down in 1H21, especially in April and May, when
the impact of lockdown measures to curb the 2"d wave were felt in full

ECONOMIC ACTIVITY, EXPENDITURE ON FUEL WITH BBVA CARDS AND MOBILITY
(EXPENDITURE: BASE 100 = AVG. JAN-FEB 20, CONSTANT ARS; ACTIVITY AND MOBILITY: % CHANGE VS. JANi FEB '20)
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—8—Expenditures on Fuel (left) —@—Residential mobility -Inverted- (right)

Source: BBVA Research, Google and INDEC.
Note: the residential mobility series is expressed with reversed signs.

Monthly Economic Activity Indicator (right)
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Various sectorial indicators, both on the supply side and demand side,
reflect the impact of restrictions of April and May

LEADING ACTIVITY INDICATORS

(SECTORAL: M/M CHANGE SEASONALLY ADJUSTED; EXPENDITURE: AVG. JANT FEB '20= 100, CONSTANT ARS)

MANUFACTURING INDUSTRY
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Source: BBVA Research, Grupo Construya, CAFCP, ADEFA and INDEC.
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We revised our growth forecast for 2021 down to 6.5% and increased growth

for 2022 up to 3.5%

CONTRIBUTION TO GDP BY COMPONENT
(% CHANGE, Y/Y)
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2.0%

2023

Public Consumption ™ Investment

Imports

Source: BBVA Research and INDEC.

®GDP

After a poor GDP performance in the first half of
the year, in 2H21 there will be an improvement
thanks to activities returning to normal.

Private consumption is still unable to recover.
The labor market weakness and the fall in real
wages undermine demand.

Public consumption is growing, but is severely
constrained by the limited sources of funding.

Imports are outperforming due to the real
exchange rate appreciation and the economic
recovery.

Activity will grow 3.5% in 2022, maintaining a
lackluster performance, in a context of a
program which must tackle macro imbalances.

We estimate that GDP will return to pre-
pandemic levels by mid-2023.
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Better-than-expected improvement in the labor market, but the employment
recovery is still weak and centered on lower-quality jobs

MAIN LABOR MARKET INDICATORS EMPLOYMENT, BY CATEGORY
(%; PREVIOUS FORECAST IN GRAY) (4Q19 BASE = 100)
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Labor Faorce Employment Unemployment =@="Self-employed =@==Public employees
Private employees Informal employees
=@=Total
Source: BBVA Research and INDEC. Source: BBVA Research and INDEC.

The fall of the labor force due to the pandemic mitigates the impact on the unemployment rate, but employment levels have

not yet recovered to pre-pandemic levels.




The fiscal accounts in 1H21 performed very well, but with the aid of many
extraordinary revenues that will not be repeated in 2H21...

FISCAL REVENUES AND PRIMARY EXPENDITURES Fiscal revenues have been exceptionally high
(% YOY, INFLATION-ADJUSTED) 2021:

A Export duties will contribute 0.8% of GDP
more than in 2020 due to substantially higher
commodity prices this year.

A The extraordinary wealth tax collected 0.7%
of GDP so far, but it is a one-off.

Expenditure was controlled in 1H21, but will rise
due to seasonality and elections in 2H21.:

A The COVID-related expenditures fell from
3.4% of GDP in 2020 to 0.5% (expandable to
0.9%) in 2021.

A Social benefits, in real terms, fell by 8% on
average in the first half of the year.

Source: BBVA Research and Treasury



