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After tumbling over 50% in 2018 and 20% in 2019, Argentine equities have quietly 

stabilized and returned 12.70%, 20.95%, and 35.91%, respectively, over the past 

three years.1 Argentina’s market has begun this year on the right foot as well, with 

the MSCI Argentina index rising 15.43% year-to-date as of January 31, 2023. Key 

drivers of the recent rally include proximity to this year’s election, US dollar weak-

ness, and China’s reopening. Despite the strong run, fundamentals appear relatively 

attractive, as the Argentine market trades at 3.9x earnings and 0.8x book value (vs. 

15.8x and 3.2x for the S&P 500 and 10.9x and 1.4x for the MSCI Emerging Markets 

Index).2 Though valuation multiples look inexpensive, fundamentals are difficult to 

analyze amidst hyper-inflation. We believe politics and macroeconomics will drive 

near term performance. With growing pressure on solvency accompanied with a 

potential change in governance, 2023 could send Argentina in one of two directions.   

1MSCI Argentina Index (USD) Net Returns for 2020, 2021 and 2022
2Bloomberg, MSCI Argentina Index, as of 1/25/2023
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Brief Background
Historically, irresponsible government spending in Argentina has led to economic instability, 
which has translated into a weaker currency, high inflation, and various sovereign defaults. 
Recent history has led the country on a dangerously similar path. In 2018, the International 
Monetary Fund (IMF) and Argentina agreed on USD 50 billion line of credit, which was 
extended in March of 2022. In this program, the IMF provides monetary support in exchange 
for commitments for the country to focus on inclusive growth, containing inflation, managing 
its balance sheet, and addressing gaps in infrastructure. Argentina appears on track to meet 
the IMF targets for fiscal deficit and international reserve accumulation thus far. However, it 
may be challenging to reduce the fiscal deficit in 2023, as the spending pressures of an 
election year mount on the incumbent party.

Headwinds
Argentina continues to face a challenging macroeconomic scenario. Economists expect 
an inflation rate above 95% and the country’s key rate to finish the year just below 70%. 
Argentina’s fiscal deficit hovers around 4% and unemployment remains above 8%.3 In 
addition, the country carries low US Dollar reserves and currently faces a drought that could 
translate into a weak 2023 harvest. On the positive side, 2023 is an election year and the 
combination of high inflation, low growth, and a weaker Peso could lead to a change in 
government and necessary fiscal reforms, which would draw attention from the investment 
community. The challenge will be to walk a line where weak data leads to improvements 
(change) on the political side, but does not lead to another default.

Tailwinds
October 2023 brings a presidential election, which introduces the opportunity for Argentine 
voters to shift away from the market unfriendly policies historically implemented by Peronist 
and Kirchnerist parties. Importantly, the current government recently suffered a significant 
setback after Vice President (and former President) Christin Fernandez de Kirchner received 
a six year prison sentence for corruption and fraud. This leaves a vacuum and creates an 
opportunity for centrist candidates to succeed. New political leadership would open the door 
for necessary economic reforms that could include new policies on spending, currency 
controls, and other orthodox economic measures. This would improve the country’s credit 
profile, attract foreign direct investment, support the Peso, tame inflation, and eventually 
leave room for the central bank to normalize interest rates. Current polls show low levels of 
support for the incumbent government, which improves the chances for “Juntos por el 
Cambio” and outsiders — both of which should be seen as market positive. The near term 
risk is that, being an election year, the current government grows more expansionary and 
pushes the country off a fiscal cliff.

Conclusion
We see significant potential within select Argentine equities, especially if we see a change 
in government from the forthcoming presidential election. We continue to monitor the fiscal 
situation and presidential polls and incorporate country risk and opportunities within our 
bottom-up fundamental process for stock selection. 

3Bloomberg Economic Forecast Function, as of 1/25/2023
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Past performance is no guarantee of future results. Index performance is not indicative of fund performance. Standardized fund performance can be 
obtained by visiting https://investments.miraeasset.us/.
The views and information discussed are subject to change and may not reflect the current views of the writer(s). The views expressed represent an assessment of market 
conditions at a specific point in time, are opinions and may not be relied upon as investment advice regarding a particular investment or markets in general. Such informa-
tion does not constitute a recommendation to buy or sell securities or investment vehicles.
Book value is a company’s equity value as reported in its financial statements.
Fiscal Deficit is a shortfall in a government’s income compared with its spending.
MSCI Argentina Index is designed to measure the performance of the large and mid cap segments of the Argentine market.
MSCI Emerging Markets (EM) Index captures large and mid cap representation across 24 Emerging Market countries.
Price/earnings (P/E) ratio is the ratio for valuing a company that measures its current share price relative to its per-share earnings.
S&P 500 Index is a market-capitalization-weighted index of 500 leading publicly traded companies in the U.S.
Investment Risk: There can be no guarantee that any investment strategy (risk management or otherwise) will be successful. All investing involves risk, including the 
potential of loss of principal.
Emerging Markets Risk — The risks of foreign investments are typically greater in less developed countries, which are sometimes referred to as emerging markets. For 
example, legal, political and economic structures in these countries may be changing rapidly, which can cause instability and greater risk of loss. These countries are also 
more likely to experience higher levels of inflation, deflation or currency devaluation, which could hurt their economies and securities markets. For these and other reasons, 
investments in emerging markets are often considered speculative. Similarly, investors are also subject to foreign securities risks including, but not limited to, the fact that 
foreign investments may be subject to different and in some circumstances less stringent regulatory and disclosure standards than US investments.
Market Disruption and Geopolitical Risk — Geopolitical and other events, including war, terrorism, economic uncertainty, trade disputes, natural and environmental 
disasters, systematic market dislocations, public health crises and related geopolitical events have led, and in the future may lead, to increased market volatility, which may 
disrupt US and world economies and market and may have significant adverse direct or indirect effects on the value of a Fund and its investments.
An investor should consider the Fund’s investment objectives, risks, charges and expenses carefully before investing. This and other important information 
about the investment company can be found in the Fund’s prospectus and summary prospectus. To obtain a prospectus or summary prospectus, please 
contact your financial advisor or call (888) 335-3417. Please read the prospectus carefully before investing.
Mirae Asset Global Investments (USA) LLC is the investment advisor for the Mirae Asset Discovery Funds. The Mirae Asset Discovery Funds are distributed by Funds Dis-
tributor, LLC. Mirae Asset Emerging Market Specialists are registered representatives associated with Funds Distributor, LLC which is not affiliated with Mirae Asset Global 
Investments (USA) LLC or its affiliates.
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