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The hard way

With Milei as the new President, we expect a faster correction of energy prices than if Massa had been
elected. As Juan Manuel Pazos’ said in Do you have a clue what happened now? report, the biggest
issue will be the transition. Argentina’s energy prices are lagging behind inflation. The more time the
government delays its correction, the higher will be the rates of increases, and thus, the higher the
negative impact on households’ disposable income. Among energy prices, we believe YPF’s gasoline
and diesel prices are the easiest to adjust. According to a local media, Horacio Marin would be
appointed as the new President and CEO of YPF. Considering that Mr. Marin was Exploration and
Production President in Tecpetrol, we expect him to improve YPF’s downstream profitability through
local prices corrections, in order to boost cash generation for ramping-up the Upstream business.
For this reason, we expect the O&G sector to be the outperformer.

The increase in natural gas and electricity tariffs paid by households are not an easy task. The Macri
administration wrestled to implement energy price corrections. In April 2016, water and natural gas
prices increased on avg. 300%. In September 2016, the Supreme Court of Argentina put on hold a
further rise in natural gas for residential users until the public hearings. In 2017, new reference prices
in power and natural gas in all the chain, generation, transportation, and distribution, were agreed with
the Integral Tariff Review (RTI). In this way, there was a virtuous circle, in which Cammesa’s liquidity
position improved, reducing transfer needs from the government. Companies were paid in a timely
manner, which helped them to carried out their expansionary projects.

Eduardo Chirillo will be the new Energy Secretariat. He is of the opinion that power should be valued
using marginal costs, like in the 90s or currently in Chile. Changing the current framework to marginal
costs would drive a material improvement in companies that sell electricity in the spot market or
Energia Base. However, the implementation of the marginal cost framework faces various problems.
The first one is that companies would have to purchase natural gas or fuel oils to produce energy.
Currently, Cammesa pays for it. Most natural gas production is under Plan Gas contract. The question
is what would happen with those contracts. Second, Energia Base has helped the government to
maintain energy costs down. Consequently, the correction in household bills would be more
aggressive than with the current framework.

Next year, we expect the new government to push for the new RTI that should have taken place in
2022. With 2023 annual inflation heading to 175%, we believe Milei will face a more vulnerable macro
scenario than Macri did. Considering the low acceptance of Macri’s tariff increases by the general
public, it is difficult to say if Milei will have enough support to overcome the social unrest. We cannot
rule out the opposition wreaking havoc, which could lead to the slowing of the pace of price
corrections or sabotage regulatory changes. For this reason, we are moderately optimistic about the
power generation sector.

Figure 1: The rate of tariff adjustment will denote Milei’s power.
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Important Disclaimer

The document, and the information, opinions, estimates and recommendations expressed herein, have been prepared by TPCG
Valores SAU to provide its customers with general information regarding the date of issue of the report and are subject to changes
without prior notice. TPCG Valores SAU is not liable for giving notice of such changes or for updating the contents hereof. The
document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any securities or other
instruments, or to undertake or divest investments. Neither shall the document nor its contents form the basis of any contract,
commitment or decision of any kind.

Investors who have access to the document should be aware that the securities, instruments or investments to which it refers may
not be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these have not been taken
into account to prepare the report. Therefore, investors should make their own investment decisions considering the said
circumstances and obtain such specialized advice as may be necessary.

The contents of the document are based upon information available to the public that has been obtained from sources considered
to be reliable. However, such information has not been independently verified by TPCG Valores SAU, and therefore no warranty,
either express or implicit, is given regarding its accuracy, integrity or correctness. TPCG Valores SAU. accepts no liability of any
type for any direct or indirect losses arising from the use of the document or its contents. Investors should note that the past
performance of securities or instruments or the historical results of investments do not guarantee future performance. The market
prices of securities or instruments or the results of investments could fluctuate against the interests of investors. Investors should
be aware that they could even face a loss of their investment.

Transactions in futures, options and securities or high-yield securities can involve high risks and are not appropriate for every
investor. Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in such
circumstances; investors may be required to pay more money to support those losses. Thus, before undertaking any transaction
with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks implied by the same
and the underlying stocks. Investors should also be aware that secondary markets for the said instruments may be limited or even
not exist.

TPCG Valores SAU. and/or any of its affiliates, as well as their respective directors, executives and employees, may have a position
in any of the securities or instruments referred to, directly or indirectly, in the document, or in any other related thereto; they may
trade for their own account or for third-party account in those securities, provide consulting or other services to the issuer of the
aforementioned securities or instruments or to companies related thereto or to their shareholders, executives or employees, or
may have interests or perform transactions in those securities or instruments or related investments before or after the publication
of the report, to the extent permitted by the applicable law.

TPCG Valores SAU or any of its affiliates’ salespeople, traders and other professionals may provide oral or written market
Commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions expressed herein. Furthermore,
TPCG Valores SAU, or any of its affiliates’ proprietary trading and investing businesses, may make investment decisions that are
inconsistent with the recommendations expressed herein.

No part of the document may be (i) copied, photocopied or duplicated by any other form or means (i) redistributed or (jii) quoted
without the prior written consent of TPCG Valores SAU. No part of the report may be copied, conveyed, distributed or furnished
to any person or entity in any country (or persons or entities in the same) in which its distribution is prohibited by law. Failure to
comply with these restrictions may breach the laws of the relevant jurisdiction.

For U.S. persons only:

This report is a product of TPCG, which is the employer of the research analyst(s) who has prepared the informative report. The
research analyst(s) preparing this report is/are resident(s) outside the United States (U.S.) and is/are not associated person(s) of
any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to supervision by a U.S. broker-dealer and is/are
not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or regulations.

This report is intended for distribution by TPCG only to U.S. Institutional Investors and Major U.S. Institutional Investors, as defined
by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by the U.S.
Securities and Exchange Commission (SEC), in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a a US Institutional
Investors nor a Major U.S. Institutional Investor, as specified above, then he should not act upon this report and return it to the
sender. Further, this report may not be copied, duplicated and/or transmitted to any U.S. person, which is not a U.S. Institutional
Investor, nor a Major U.S. Institutional Investor.

In order to comply with the US regulations, our transactions with US Institutional Investors and Major US Institutional Investors are
effected through the US-registered broker-dealer Marco Polo Securities Inc. (“Marco Polo”). Transactions in securities discussed
in this report should be effected through Marco Polo or another U.S. registered broker dealer.
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