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The real effective exchange rate of the Argentine auscral, as 
measured by the standard index developed in connection with the 
information notice system, is set out in the attached table and chart. 
Based on this index, as of June 1989 Lhe austral had depreciated in real 
effective terms by significantly more than 10 percent since the Last 
occasion on which Argentina’s exchange rate developments were brought to 
the attention of the Executive Board. in the Information Notice on the 
Real Effective Exchange Rate and Modification of the Exchange System of 
February 27, 1989 (EBS/89/32). The real effective depreciation of the 
austral is estimated to have been 44 percent since February 1989 and 
24 l/2 percent in the 12 months to June 1989. 

The recent slide of the austral began with the ending on 
February 6, 1989 of the Plan Primavera, a package of stabilization 
measures introduced in August 1988 (see EBS/88/170, S/17/88). Capital 
outflows intensified over the subsequent four months against the 
background of uncertainty as to the direction of economic policy, a 
marked weakening in the public finances, and an acceleration in 
inflation that by the month of June reached an unprecedented monthly 
rate of around 115 percent. 

Over the past several months, frequent changes have been made in 
Argentina’s exchange system. As communicated ro the Executive Board in 
EES/89/32, on February 6, 1989 the authorities introduced a multiple 
exchange rate system comprising a commercial exchange race applicable ri) 
agricultural exports and to 50 percent of industrial exports. a special 
exchange rate (25 percent above the commercial exchange rate) applicable 
LO 50 percent of industrial exports and to the major part of imports, 
and a free market exchange rate applicable to all other services and 
capital related transactions. This system was replaced on April 13, 
1989 by a unified floating exchange rate for all current and capital 



- 2 - 

transactions, subject to a tax on exports equivalent to the difference 
between the free rate and a reference rate set at A 36 per 
U.S. dollar. On May 2, 1989, the export tax was modified to a tax of 
20 percent on the value of exports. 

On Hay 28, 1989, the floating exchange rate was replaced by a 
unified fixed exchange rate that was set at A 177 per U.S. dollar. At 
the same time, exchange controls were reintroduced and the export tax 
was raised from 20 percent to 30 percent for agricultural products. 

The Government that assumed office on July 8, 1989, five months 
ahead of the date stipulated by the Constitution, has announced measures 
to combat inflation as well as to introduce fundamental structural 
reforms. especially in the area of the public enterprises and the tax 
system. These measures included the adjustment of the official exchange 
rate to A 650 per U.S. dollar or to a level some 20 percent above the 
race prevailing in the parallel market imediately prior to the 
devaluation. The authorities also announced chat export taxes would be 
retained through year-end, as part of their effort to limit central bank 
financing of the public sector. These taxes will be phased out in the 
context of a tax reform during 1990. 

As noted in .a” earlier notification of delay circulated to the 
Executive Board (EBD/88/264, 10/7/88), the 1988 Article IV consultation 
with Argentina should have been concluded by October 23, 1988. 
Consultation discussions with the previous administration were initiated 
in July 1988 and continued thereafter in conjunction with discussions on 
an economic program that might have been supported by use of Fund 
resources. On February 9, 1989 a report was circulated to the Executive 
Board on Recent Economic Developments in Argentina (SM/89/30). In July 
1989. the staff initiated discussions with the new authorities on the 
1989 Article IV consultation as well as on the design of an economic 
program that could be supported by the use of Fund resources. A mission 
is currently in Buenos Aires to continue these discussions. 
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