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Argent 35 & 38 The Best Way to Play the Deal Trade

* As we reached the final stage of the negotiation with the IMF,
we recommend buying the 2035s and 2038s as we expect
upsides exceeding 55% from yesterday’s close assuming
Argentina reaches a full agreement by March.

+ We see very limited downside with the 2035s trading at $28 at
levels and, given its high beta, it should lead the recovery and
outperform the rest the Sovereign bonds.

+ We expect the 2038s to outperform since the market has
shown its preference for the higher coupon bonds and we
approach to the step-up by which the 2038 will almost double
its coupon to 3.88% from the current 2.00%.

*  We maintain our preference for NY Law Bonds as we do not
see Arg Law bonds especially cheap though they could look
more attractive in terms of lower downside to a certain
recovery price.

According to the local media, Argentina and the IMF reached an
understanding by which parties agreed on limited primary deficit
reductions in 2022 and 2023 but faster fiscal consolidation in 2025, as
the Fund originally required (Fig. 1)

After the technical agreement, which will need to be approved by the
IMF board and Argentina’s Congress, we expect Argentina will reach a
full program by March. Although there is still a lot of work to be done,
we believe this program will provide a clear macroeconomic framework
to anchor fiscal and monetary expectations and it will significantly
reduce uncertainty in the near term. More importantly, we believe this is
a critical step in the right direction towards moderation and the
normalization of the economy in the years to come.

Market Preference for the Higher-Coupon Bonds

As we pointed out in several reports in the past, Sovereign Bonds have
had different behaviors since the debt exchange in September 2020,
showing a significant preference for the higher coupon bonds. In this
period, the Argentina 2041s —the highest coupon bond at 2.5% so far-
clearly stands out outperforming the Argentina 2030s —the lowest
coupon bond at 0.5%- by 22% (Fig 2).
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Fig 1: Fiscal Consolidation in 2025
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Fig 2: Sovereign Bonds - Total Return
Index since the 2020 Exchange
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Historical Behavior and Expected Returns

Behavior during Corrections and Recoveries Fig. 3 - Sovereign Bonds Behaviour during Ups & Downs
Argent Argent Argent Argent Argent Argent
29 30 35 38 41 46

Sep20 - Oct20 -25.3% -29.1% -29.7% -27.8% -25.9% -24.9%|-27.1%
Oct20 - Nov20 8.0% 11.0% 14.5% 11.9% 14.7% 15.4% | 12.4%
Nov20 - Dec20 -5.6% -6.6% -9.0% -8.5% -9.5% -9.7% | -8.1%

In particular, we see the Argentina 2041 has outperformed the average D020 -Dec20 43%  7.4% - 8.3% 7.8% 8.6%  8.0% | 7.3%
Dec20 - Mar21 -18.3% -19.1% -21.0% -16.5% -15.6% -18.5%|-18.1%

most of the tllmes and specially since December 2020, whgn the market Va2t - Junod 18.0% 18.0% 18.9% 18.4% 18.7% 16.3% | 18.0%
started to price to step up to 2.5%. In contrast, the Argentina 2030s has Jun2t - Jun21  -8.8% 7.5% -8.0% -6.9% -63% -81% | -7.6%
underperformed the market most of the times (Fig 4). Jun21-Sep21 11.5% 11.5% 13.6% 10.8% 10.4% 13.1% | 11.8%

Sep21 - Nov21 -20.3% -21.7% -20.3% -18.7% -18.8% -20.1% | -20.0%
In other words, the 2041s have a +0.04% alpha and captures 109% of Now2l-Dec21 97% 12.3% 13.1% 14.3% 14.5% 14.3% | 13.0%

the recoveries and only 96% of the corrections. In contrast, the 2030s Dec21-Jan22 -13.0% -13.7% -14.7% -12.1% -11.9% -15.0%| -13.3%
have a negative alpha, with the similar volatility and only captures only Jan22-Jan22  1.2% 16% 2.0% 22% 23% 24% | 1.9%
95% of the recoveries and 103% of the corrections. In the following Source: AdCap based on Bloomberg
table (Fig 5), we summarize different performance parameters to help Fig. 4 - Out / Underperformance vs Avg Sov Bond
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We gain comfort on this approach as we review the historical behavior
of each of the Sovereign Bonds in NY Law during corrections and
recoveries as compared to the Average returns (Fig 3).

Sep20 - Oct20
Fig 5: Sovereign Bonds Performance Parameters 0ct20 - Nov20

Upside Downside Capture
Capture  Capture  Ratio

Nov20 - Dec20
Dec20 - Dec20

Bond Alpha Beta Volatility

Argent 29 -0.03% 0.87 17.2%  79% 98% 0.80 Dec20 - Mar21 1ol 260 04
Argent 30 -0.02% 1.00 19.4% 95% 103% 0.93 Mar21 - Jun21 0.1  0.7P _1|]%
Argent 35 0.00% 1.08 21.0%  112%  106% 1.06 Jun21 - Jun21 o7l 1.3 04
Argent 38 0.01% 1.00 19.4%  101% 98% 1.03 Jun21 - Sep21 0.8% '1ﬂ;/° 1-T°
Argent 41 0.04% 1.02 19.8%  109%  96% 1.14 Sep21 - Nov21 13 2 0%

Nov21 - Dec21 130 16l 1.3
Argent 46 0.02% 1.06 20.7%  110%  101% 1.09

Dec21 - Jan22 120 150 -l

Avg Sov 0.00% 1.00 19.0%  100%  100% 1.00 Jan22 - Jan22 0] . Y Y
Source: AdCap based on Bloomberg Source: AdCap based on Bloomberg
Expected Returns for Sovereign Bonds in a Constructive Scenario Constructive Scenario

Fig 6: Holding Period - Total Return

Since we believe most of this market preference is explained by the Jan 27

higher coupons, we expect the 2038s to replace the 2041s as the Bond  (pee Mar-22  Jun-22  Sep-22
preferred Sovereign Bond as we approach to the step up of the 2038s, Argent29 § 324  48% 51% 56%
which will almost double its current coupon from the current 2.00% to Argent30 $ 309  45% 49% 54%
3.875% in July 2022. Argent35 $ 282  57% 59% 63%
Argent 38 $ 343  55% 61% 65%
In a constructive Scenario, in which Argentina reaches a full deal by Argent41 $ 322 47% 50% 54%
March, we expect returns for the Sovereign Bonds ranging from 45% to Argent46 $ 286  48% 50% 54%
57% assuming the yield curve takes Ecuador’s shape in Jan 21 (before Source: AdCap based on Bloomberg

Lasso’s victory which also removed political uncertainty).

We expect the 2035s and 2038s to outperform given its high beta and
higher coupon, respectively (Fig 6).
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LIMITATION OF LIABILITY
Although the information provided to you on this presentation is obtained and compiled from sources we believe to be reliable, AdCap Securities Ltd (ACS) cannot and does not guarantee the accuracy,

validity, timeliness or completeness of any data made available to you for any particular purpose. AdCap Securities Ltd (ACS) does not warrant the accuracy of the information provided herein, either
expressly or impliedly, for any particular purpose and expressly disclaims any warranties of merchantability or fitness for a particular purpose. The information provided on this site is provided "AS IS" and
cannot be guaranteed. Neither AdCap Securities Ltd (ACS) nor any of its a liates, directors, o cers, shareholders or employees will be liable or have any responsibility of any kinds for any loss or damage
that you incur in the event of any failure or interruption of this site, or resulting from the act or omission of any other party involved in making this site or the data contained therein available to you, or from any
other cause relating to your access to, inability to access, or use the site or the information contained therein, whether or not the circumstances giving rise to such cause may have been within the control of
AdCap Securities Ltd (ACS) or any vendor providing software or services support. In no event will AdCap Securities Ltd (ACS), its a liates or any such parties be liable to you for any direct, special, indirect,
consequential, incidental damages or any other damages of any kind even if AdCap Securities Ltd (ACS) or any other party have been advised of the possibility thereof. AdCap Securities Ltd (ACS) will not
be responsible for any loss or damage that could result from interception by third parties of any information made available to you via this site. AdCap Securities Ltd (ACS) does not conduct business in the
United States and does not ofer any services of a registered broker-dealer to persons in the United States. This report is delivered for information only and does not constitute an ofer or sale of securities
nor shall it be construed or interpreted by any person as a solicitation to efect, or attempt to efect transactions in securities. Further, this report does not make any representation or warranty, express or
implied, as to the advisability of investing in any securities. None of the entities or individuals named herein will be liable to any person for any reliance on this report when making or omitting to make any

investment decision, or when taking or omitting to take any action which has legal consequences.
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