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Argentina: opportunities for business and 

cooperation next door* 

 

Since the rise of China, Argentina has become Brazil's 

second largest trading partner, but this has not 

stopped Argentina finding new opportunities for 

business. ABGF's executive manager, Pedro Carriço, 

discusses the new avenues pursued by Argentina, as 

well as how political transitions have impacted on the 

ECA. 

Argentina is historically one of Brazil’s most important trading 

partners. Along with Uruguay and Paraguay, the two countries share 

the economic and agricultural heartland that surrounds the 

extensive Paraná-Paraguay river basin. There is intense trade in the 

border areas and a high level of economic integration, especially 

between the southern region of Brazil – where much of Brazilian 

manufacturing is located, and Argentine industrial centres. Supply 

chains for some key sectors, such as the automotive industry, are 

spread across either side of the border of the two neighbors. 

The rise of China as a market for Brazilian commodities demoted 

Argentina from the rank of second most important destination and 

10% export share 20 years ago to a more modest, yet still highly 

relevant, position today. Despite this diversification of trade 

partners and a recent precipitous decline in bilateral trade between 

the Mercosur partners brought on by economic slowdown in the 

region and tit-for-tat trade restrictions, Argentina was still the third 

largest export destination for Brazil in 2016, representing 7% of total exports (one fifth of 

Argentine imports). As for Argentine exports, the large northern adjoining market has 

remained in first place (six percent of total goods imported by Brazil) but its share of total 

shipments has fallen from 28% to 18% in the same period. 

The Brazilian export credit insurance system saw a similar evolution of its portfolio 

exposure to Argentina risk. After a rapid increase sustained by the recovery that heated up 

demand in post-Currency Board Argentina after 2002, the Brazilian ECA had reached 

between 25% and 30% of its total commitments in the country by 2012. From that point 
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on, the share of exposure to Argentina began declining yearly until 2016 as the 

commitments to other countries continued to grow, but new transactions involving 

Argentina were few and far between. 

Both demand from exporters for cover and ECA appetite for Argentina risk gradually 

declined. On the one hand, the Brazilian system still had fresh memories of the 

commercial claims paid a little over a decade earlier as a result of the currency devaluation 

crisis. Not only was that event the first default experienced by a still young ECA scheme, 

but the recovery process, which had yet to be concluded for a number of claims, was a 

daily reminder of potential negative results. Furthermore, a feeling of déjà-vu hovered in 

the minds of the people who had lived through the Argentine crisis. From 2012 on, once 

again the peso was artificially maintained over-valued, hard currency was rationed by the 

authorities and a thriving black market for US dollars gave a real time reading of the 

pressures mounting in the system. The outcome seemed to be an inevitable repeat of 

what had come before. Although not formally off cover, economic and financial 

conditions on the ground in Argentina prompted the ECA to request sovereign 

guarantees whenever appropriate along with explicit government support for projects, as 

well as to turn down private risk as long as hard currency availability remained on a 

downtrend. Nevertheless, the Argentine government’s ability to extend sovereign 

guarantees, even for public works projects, weakened as the government encountered 

fiscal difficulties and Congress focused on the coming elections. As a result, fewer and 

fewer projects moved forward. 

If the system was reluctant to assume more risk, demand from exporters was similarly 

subdued. Applications for medium and long term cover in Argentina in the previous 

decade had been concentrated mainly in public works led by large engineering and 

construction firms that mobilised suppliers back home to provide a substantial share of 

equipment and machinery used in the projects. As the second Christina de Kirchner 

administration drew to a close, decision making came to a halt due to generalised 

uncertainty over policy direction in the next government. A list of approved projects with 

promise of cover never broke ground during this period and remained stuck in the 

pipeline after the Mauricio Macri administration was inaugurated. In addition, the 

financing for these transactions was called into question when the recession in Brazil 

brought about spending cuts and dried up credit in the system. Financing difficulties were 

compounded by the involvement of some of the engineering firms in corruption 

investigations that all but shut them out of the credit markets. On top of all this, broad 

bilateral trade negotiations encompassing supply chains, non-tariff trade barriers, 

Mercosur relations, and trade/export financing were frozen during the political transitions 
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in Argentina and Brazil. Had these talks advanced, there was hope that a framework 

agreement on the project pipeline would have been part of the package. 

Gradual political and economic stabilisation allowed for the disagreements between the 

two countries to begin slowly being resolved with the new governments in place. A 

concurrence of economic management approaches to include more market-friendly 

policies helped to prod negotiations forward. In the meantime, the backdrop was 

evolving favourably: the resolution of the long-lasting battle with hold-out creditors and 

renewed market confidence in the direction of economic policy taken by President 

Macri’s team reopened international credit access to Argentina. External liquidity fears 

subsided and investors were able to focus once again on the country’s enormous potential 

in various sectors, from energy and logistics to manufacturing and services.  

On the domestic front, after the 

longest recession in a century, 

Brazilian credit markets have 

shown signs of normalising again, 

with the Central Bank reducing 

policy rates and loan quality 

deterioration ceasing. Financing 

availability for medium/long term 

exports has returned, although at 

a lower level than previously seen 

and with a plethora of compliance 

requirements. As a result of 

improved conditions in both 

countries, new opportunities for 

export contracts started to 

emerge in earnest in 2017. There 

has been a significant shift in demand for cover: engineering and construction firms have 

yet to submit new applications while capital goods manufacturers have returned from 

their long absence. According to market news, it seems that although competition from 

other exporters has increased, Argentina simply has not been concluding public works 

transactions lately. In other words, Brazilian engineering firms are not necessarily missing 

out on export opportunities to Argentina because of internal and domestic issues. Proof 

of this may lie in the fact that the Macri government apparently has yet to revise the list of 

priority infrastructure projects in Argentina. Having said this, there is no doubt that 

competition has intensified with the normalisation of Argentina’s financial relations with 

the rest of the world. Fortunately, it is often the case that even when transactions are 
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closed by firms from third countries, part of the production of goods sold to Argentina 

has a good chance of occurring in Brazil, given the manufacturing presence maintained in 

the country by a large number of multinational firms. Furthermore, increased competition 

also has an effect on the ability of exporters and lenders/insurers to extract additional 

guarantees from their buyers. The new government, naturally reticent to offer sovereign 

guarantees due to its laissez-faire approach, has been able to resist calls for such 

commitments. As a result, more creative solutions need to be developed, proposed and 

negotiated within the context of transactions, bringing together parties that may be 

unfamiliar to each other in more complex structures involving a larger number of players 

and steps. As necessity is the mother of invention, the future seems to be bright for 

cooperation and risk sharing opportunities between the Brazilian ECA and other export 

credit insurance industry players. 

 

 

 


