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Capital Controls Heighten Default Risk
Seven of nine Fitch-rated Argentine corporates have ‘CCC’ ratings. The others, Arcor
and Pan American Energy, have ‘B–’ ratings with Negative Outlooks. Capital controls
are prevalent in Argentina as the government seeks to stem the decline in international
reserves. The risk that companies will be prohibited from transferring dollars abroad or
converting pesos into dollars or euros to service debt remains high.
Strong Corporate Balance Sheets
Most Argentine corporates have strong capital structures to mitigate high inflation,
government intervention and economic uncertainty, but limited access to international
capital markets. The nine rated corporates had a median net leverage ratio of 3.5x in
2014 and a median liquidity ratio of cash plus FFO to short-term debt of 1.4x.
Manageable Regional Risk
Contagion risk is limited. Only 26 corporates in the region domiciled outside of Argentina
have operations in that country. Tenaris, Masisa, Hochschild Mining and Cencosud are
the only corporates in the group that generate more than 20% of consolidated EBITDA in
Argentina. Nine Fitch-rated Latin America corporates — Ambev, Vale, Petroleo Brasileiro
(Petrobras), Tenaris, Cencosud, America Movil, Empresas CMPC, Coca-Cola FEMSA
and Celulosa Arauco y Constitucion — have assets valued at more than USD500 million.
Elections Spur Optimism
Presidential elections are scheduled for Oct. 25, 2015; a run-off, if necessary, would be
Nov. 24, 2015. The three major candidates — Mauricio Macri, Sergio Massa and, to a
lesser degree, ruling party candidate Daniel Scioli — are perceived as more businessfriendly than the current administration. President Cristina Fernandez de Kircher and
Nestor Kircher before her have ruled since 2003 based on a state-led development
model that stifled economic growth.
Change Will Be Gradual
The new government will face significant macroeconomic, external and fiscal challenges,
due to a deteriorating environment for commodity exporters and growing inconsistency of
the policy framework reflected in FX market distortions, high inflation and rising deficits.
Key challenges for the new administration include reaching a deal with sovereign debt
holdouts and the gradual easing of currency controls.
Rating Impact: Neutral
Fitch’s Argentine corporates have low leverage to mitigate inflation, government
intervention and limited access to debt markets and capital controls. Reliance on
increasingly expensive short-term debt and anemic cash flow generation somewhat
undermine capital structures. These risks are captured in the various ‘CCC’ ratings.
Rating actions in 2015 are likely to follow those related to the sovereign. Argentina’s
foreign currency long-term Issuer Default Rating is ‘RD’; the country ceiling is ‘CCC’.
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ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE
READ THESE LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK: HTTPS://FITCHRATINGS.
COM/UNDERSTANDINGCREDITRATINGS. IN ADDITION, RATING DEFINITIONS AND THE TERMS
OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY’S PUBLIC WEB SITE AT WWW.
FITCHRATINGS.COM. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM
THIS SITE AT ALL TIMES. FITCH’S CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST,
AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT POLICIES AND PROCEDURES ARE
ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE. FITCH MAY HAVE
PROVIDED ANOTHER PERMISSIBLE SERVICE TO THE RATED ENTITY OR ITS RELATED THIRD
PARTIES. DETAILS OF THIS SERVICE FOR RATINGS FOR WHICH THE LEAD ANALYST IS BASED IN
AN EU-REGISTERED ENTITY CAN BE FOUND ON THE ENTITY SUMMARY PAGE FOR THIS ISSUER ON
THE FITCH WEBSITE.
Copyright © 2015 by Fitch Ratings, Inc., Fitch Ratings Ltd. and its subsidiaries. 33 Whitehall Street, NY, NY 10004.
Telephone: 1-800-753-4824, (212) 908-0500. Fax: (212) 480-4435. Reproduction or retransmission in whole or
in part is prohibited except by permission. All rights reserved. In issuing and maintaining its ratings, Fitch relies on
factual information it receives from issuers and underwriters and from other sources Fitch believes to be credible.
Fitch conducts a reasonable investigation of the factual information relied upon by it in accordance with its ratings
methodology, and obtains reasonable verification of that information from independent sources, to the extent
such sources are available for a given security or in a given jurisdiction. The manner of Fitch’s factual investigation
and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and
its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or
the issuer is located, the availability and nature of relevant public information, access to the management of the
issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports, agreed-upon
procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided
by third parties, the availability of independent and competent third-party verification sources with respect to the
particular security or in the particular jurisdiction of the issuer, and a variety of other factors. Users of Fitch’s ratings
should understand that neither an enhanced factual investigation nor any third-party verification can ensure that
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all of the information Fitch relies on in connection with a rating will be accurate and complete. Ultimately, the
issuer and its advisers are responsible for the accuracy of the information they provide to Fitch and to the market
in offering documents and other reports. In issuing its ratings Fitch must rely on the work of experts, including
independent auditors with respect to financial statements and attorneys with respect to legal and tax matters.
Further, ratings are inherently forward-looking and embody assumptions and predictions about future events
that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings can
be affected by future events or conditions that were not anticipated at the time a rating was issued or affirmed.
The information in this report is provided “as is” without any representation or warranty of any kind. A Fitch rating
is an opinion as to the creditworthiness of a security. The rating does not address the risk of loss due to risks other
than credit risk, unless such risk is specifically mentioned. Fitch is not engaged in the offer or sale of any security.
A report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled, verified
and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings
may be changed, suspended, or withdrawn at anytime for any reason in the sole discretion of Fitch. Fitch does
not provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security.
Ratings do not comment on the adequacy of market price, the suitability of any security for a particular investor,
or the tax-exempt nature or taxability of payments made in respect to any security. Fitch receives fees from
issuers, insurers, guarantors, other obligors, and underwriters for rating securities. Such fees generally vary from
US$1,000 to US$750,000 (or the applicable currency equivalent) per issue. In certain cases, Fitch will rate all or a
number of issues issued by a particular issuer, or insured or guaranteed by a particular insurer or guarantor, for a
single annual fee. Such fees are expected to vary from US$10,000 to US$1,500,000 (or the applicable currency
equivalent). The assignment, publication, or dissemination of a rating by Fitch shall not constitute a consent by
Fitch to use its name as an expert in connection with any registration statement filed under the United States
securities laws, the Financial Services and Markets Act of 2000 of the United Kingdom, or the securities laws of
any particular jurisdiction. Due to the relative efficiency of electronic publishing and distribution, Fitch research
may be available to electronic subscribers up to three days earlier than to print subscribers.
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