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Meeting with Argentine External Affairs Minister Guido di Tella 4o :
Tuesday, July 30, 1996 at 12:40 p.m. Presrdlunt Morens
Briefing Note LS ,

Meeting Participants

e  Mr. Guido di Tella, Argentine Minister of External Affairs
e  Shahid Javed Burki, LACVP

Key Issues for Discussion

Purpose

e  Minister Guido di Tella is meeting with you to advise the Bank officially of
recent changes in the economic team in Argentina, and provide assurances of
President Menem's intentions to continue with the general thrust of economic
policy, especially the Convertibility Plan.

Facts

e  On Friday, July 26, President Menem requested the resignation of Economy
Minister Domingo Cavallo. Outbreaks of public in-fighting between the
President and his most prominent Minister had become increasingly
commonplace to the extent that rumors of Cavallo's imminent departure were
rampant.

e  President Menem appointed Roque Fernandez, previously head of the Central
Bank, as Cavallo's successor as Minister of Economy. Dr. Fernandez, a
University of Chicago graduate and one of the architects of the Convertibility
Plan, is expected to provide continuity to existing policies and strong
commitment to that Plan. Other changes in the economic team have been
announced; most of the new appointees have similar economic orientation,

e  President Menem held a press conference with Dr. Fernandez on Friday
afternoon; this was followed by a Cavallo press conference on Saturday. We
and the IMF have issued statements of support for Dr. Fernandez. Most large
industrial and banking groups are reassured by Dr. Fernandez' appointment.



e Investor confidence has stabilized. After falling by about 4 percent on Friday
afternoon, amidst rumors and incomplete information, the Buenos Aires stock
market rose 3 percent on Monday, July 29. Prices of Brady Bonds trading in
New York fell 3 1/2 percent on Friday afternoon but stabilized and rose
slightly on Monday.

His concern

e  Minister di Tella is expected to bring a strong message from President Menem
to the effect that his Administration remains fully commited to the
Convertibility Plan.

e The Minister may relate the priority the Government is assigning to tightening
fiscal policy. The federal deficit for the first half of 1996, reached US$2.5
billion, equivalent to the IMF target for the entire calendar year. The IMF is
expected to send a mission in August to discuss measures to address this
situation. Minister Fernandez 1s expected to focus on measures to improve
tax administration, and generate additional revenues (e.g. fuel taxes and
tougher penalties for tax evasion).

Your Message

e The Bank has worked closely with Dr. Fernandez, and is confident that his
appointment as Minister of Economy represents a continued commitment to
the Convertibility Plan and the corresponding economic policies that have
been beneficial to Argentina.

e The Bank is providing, and will continue to provide, support for the
Convertibility Plan and the Government's other major policy imtiatives and
investments in key sectors, including banking, provincial reform, social
security reform, health reform and social protection.

e The Bank is currently in contact with Dr. Fernandez and his team to determine
the suitability and convenient timing of a mission to reconfirm the priorities for
Bank assistance.

Biographical Information
K knamws
Dr. Guido di Tella, Minister of External Affairs since 1991, holds a PhD. in Economics ne Pawde
from M.I.T. He has had a long career in academic activities, concurrently with high-level weed . Hels
political positions. The latter include: National Deputy of the Peronist Party; Argentine waiaed 5
Ambassador to the U.S_; and Minister of Defense. He was Chairman of the National Fine LV‘W/
Arts Fund from 1974 to ]975



@7/29/36 14:36  WB LACSA 282 522 3638 » 202 522 3130 NO.315 Pegi @ol

A LAl DMT
& _ = Mr. Kharas

= " — & Ms. Augusto
|FOR IMMEDIATE RELEAS

£ ‘ Ms. Bernard
e |

The World Bank |

Mr. Colliou
1818 H Street NW, Washington, DC 20433, USA

Mr. Meo

Mr. Grimes
Mrs. Dy Tang
Mr. Millan
Mr. Mahar
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WORLD BANK PRESIDENT JAMES D. WOLFENSOHN BACKS NEW ARGENTINE
ECONOMIC MINISTER AND THE COUNTRY’S CONVERTIBILITY PLAN

WASHINGTON, :hbr 29, 1996—World Bank President James D. Wolfensohn said
today, “I am confident that the appointment of Mr. Roque Fernandez as Argentina’s new
Minister of Economy represents a continued commitment to the Canvertibility Plan and the
corresponding economic polices that have benefited Argenting.” Mr. Wolfensohn added, "The
World Bank has been a strong supporter of Argentina's reform efforts and has worked very
closely with all members of the Argentine economic team in the different aspecis of its work in
support of the government s economic and social reform program.” The World Bank President
also noted that the Bank is providing and will continue to provide support for the Convertibility
Plan and the Argentine Government’s other major policy initiatives and investments in key
sectors of the economy including banking, provincial reform, health reform, and social

protection.

World Bank President Backs New Argentine Economic Minister = Taof?
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Argentina at a glance

Development diamond”

Life expectancy

GNP / \ Gross |:
per primary
capita \ / enroliment |

Access to safe water

—Argentina
— Upper-middie-income group

Economic ratios*

Openness of aconomy

Savings Investment

Indebtedness

— Argentina
— Upper-middie-income group

STRUCTURE of the ECONOMY
(% of GDP) 1976 1985 1994 1995 Growth rates of autput and investment (%)
Agriculture 66 7.6 49 i G
Industry 501  39.3 301 - | =y
Manufacturing 382 296 20.0 s i | - - =
Services 433 531 65.1 o o ﬁ v a1 a3 MR
Privale consumption 58.1 66.5 69.2 69.6 ey
General government consumplion 126 10.4 133 12.4
Imports of goods and non-factor services 6.0 6.3 9.2 8.7 —GDl  ===GDP
(average annual growth) 1976-84 1985-95 1984 1936 Growth rates of exports and imports (%)
Agriculture 1.7 16 38 21
Industry -1.1 27 6.5 60
Manufacturing -1.4 1.4 42 -6.5
Services 25 31 85 -3.4
Private consumption o . W % s ;
General government consumption . i @ i /;o N o om w %
Gross domestic investment 2.4 54 19.0 -15.9 .25
Imports of goods and non-factor services 45 14.0 208 -10.6 Ty
Gross national product 0.0 34 6.9 -5.0 = Exadits mpoits

Note: 1995 data ara preliminary estimates. Figures in italics are for years other than those specified.

* The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will
be incomplets.



Argentina

PRICES and GOVERNMENT FINANCE

% o 1978 1985 1994 1986 Inflation (%)
omestic prices
(% change) b
Consumer prices 1826 . 39 16 3000
Implicit GDP deflator 198.2 618.0 18 25 2000
Government finance 1000
(% of GDP) ) "
Current revenue 166 16.5 ' o0 o pot @ “ i
Current budget balance 0.7 -0.1
Overall surplus/deficit 0.0 -1.0 ——GDP def. =GRl
TRADE
(millions US3) 1978 1985 1994 1996 Export and import levels (mill. USS)
Total exports (fob) 2961 8396 15839 20968 | 2907
Food . 1323 1956 | 200001
Meat 1,546 1,572
Manufactures = 2 8,059 10,635 15,000 4
Total imports (cif) 3,947 3814 21590 20,124
Food = a4 % - | Teee
Fuel and energy 591 628 Eao0
Capital goods 6039 4,754 :
Export price index (1987=100) 18 124 A e i 7 ™
Import price index (1987=100) 115 120
Terms of trade (1987=100) 102 103 e
BALANCE of PAYMENTS
(millions USS) 1976 1985 1954 1995 Current account balance to GDP ratio (%)
s
Exports of goods and non-factor services 3498 10,038 18,507 23,857 2
Imports of goods and non-factor services 4324 5,285 25591 23,724 i
Resource balance 826 4754 7084 133 ﬂ
Net factor income 466 5706  -2,547 -2,842 e g
Net current transfers ] 0 320 432 1 w oW ‘:J 8 el ‘_”J
Current account balance,
before official transfers -1,286 952 9310 2277 |?]
Financing items (nef) 208 2,200 9868 2,208 s
Changes in net reserves 1078 -1,248 558 69 o
Memo:
Reserves including gold (miill. US$) 848 4,703 19,758 19,888
Conversion rate (local/l/S3) 3.70E-10 6.02E-05 1.0 1.0
EXTERNAL DEBT and RESOURCE FLOWS
B 1976 1986 1984 1986 | ;0 nosition of total debt, 1994 (mill, USS)
s
Total debt outstanding and disbursed 7723 50946 77388 80,413 S g
IBRD N 700 4,109 4375 AT 4211
IDA 0 0 0 0 D
1587
Total debt service 1,603 6,209 66892 10525
IBRD 43 114 709 565
IDA Q 0 0 0 E
Composition of net resource flows 11070
Official grants o 6 16
Officlal creditors 58 217 745
Private creditors 111 2,350 5,809
Foreign direct invesiment 0 9198 1,200
Portfolio equity 0 0 1,205 o
World Bank program 47240
Commitments 0 0 508 a A-BRD E - Bllateral
Disbursements 19 144 548 a4 B-IDA D - Other muititateral F - Private
Principal repayments 17 68 425 259 C- IMF G - Shart-term
Net flows 1 75 123 682
Interest payments 26 46 284 306
Nat transfers -25 30 -161 376
International Economics Department 7117196



