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Words are easier said than done

We are a little skeptical about the decrease in energy subsidies next year. First, the government must
designate the new authorities of the ENRE, ENARGAS, and CAMMESA to call a public hearing to
increase electricity bills tariff transitory. Then, the process can take a month. It means that the results
of the public hearing may come out in February. Thus, the increase would be implemented as of March.
The integral revision of tariffs (RTl — Revision Tarifaria Integral) is expected to take place in April. If we
look in the past, the RTI process took over 6 months. In Sept-2016, Edenor submitted the ENRE the
electricity rate proposal. By the end of Oct-2016, the public hearing was held. The RTI process was
completed by the end of January 2017 and enforced as of February 1%, 2017. However, the new
power and electricity reference prices for the different categories of electricity users were in force as
of March 1st, 2017.

In the meantime, Edenor and Edesur revenues will dilute by inflation, as it happened in the past years.
Considering that 49.6% of low-income households are fully subsidized and that mid-income
households’ bills are barely above the aforementioned stratum, the increase would have to be enough
to compensate for the increase in power generation costs and the accumulated inflation. On top of
that, the Massa administration decreased the seasonal energy price paid by GUDIs (Industrial
customers), which are not subsidized, and mid income households, which are partly subsidized, as of
November. With this in mind, the price correction for mid-income households would be stratospheric.
For this reason, we find it difficult for public hearings to approve that level of tariff correction.

We expect the same dynamics that we saw in Cammesa’s payments performance in the past years,
as Cammesa’s income will deteriorate due to the lack of adjustment in tariffs and the increase in
thermal power and renewable energy generation costs and fuel and natural gas costs due to the ARS
devaluation. Because of the government transition, companies’ collection days could deteriorate
between January-March, until the new work teams of the Secretariat of Energy, and the rest of the
entities are fully operative.

On the positive side, we expect companies with revenues predominately USD-linked to show an
improvement in their margins, driven by the positive effect of the devaluation on costs and SG&A in
USD terms. Among these companies are MSU Energy, Genneia, and YPF Luz, with a high % of
revenues deriving from PPAs. Pampa Energia will show stronger results, not only from the PPA
revenues but also from the E&P and liquids business, as natural gas, crude oil, and its derivatives,
prices are denominated in USD. This last applied to O&G companies focused on the Upstream sector,
like CGC and Vista. Despite companies in the Downstream sector, like YPF and PAE, increased pump
prices twice in the past week, the accumulated increase was below the rate of devaluation. It means
that gasoline and diesel prices at gasoline stations remain cheap at a regional level. Companies should
continue with the catch-up of prices to avoid shortages, as it happened in October, even more if we
consider that December and January are the strongest months in terms of demand.

We believe it is a positive signal that Alejandro Lew, the previous YPF’s CFO, is a new director at the
Central Bank. It leads us to think that the O&G sector and YPF are key for the government. Horacio
Marin is the new CEO and President of the company. Considering his extensive experience on shale
production in Tecpetrol, we expect Mr. Marin to continue Mr. Lew’s crude oil growth production
strategy. To accomplish that, YPF will have to further adjust pump prices, as it relies on downstream
cash generation to increase hydrocarbon production. It is worth mentioning that diesel and gasoline
account for 75% of total refined volumes sold. Thus, the positive effect of the FX devaluation will
impact the prices of 25% of refined volumes, crude oil and natural gas exports, and grain and flour
exports.
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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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