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 Mr. Lacalle Pou announced tax cuts amounting to USD150mn 
 

Yesterday in his state of the 
union address in Congress, 
Mr. Lacalle Pou announced 
tax cuts and other 
measures to support small 
businesses, roughly costing 
USD150mn. 

Yesterday in his state of the union address in Congress, Mr. Lacalle Pou announced tax cuts 
and other measures to support small businesses, roughly costing USD150mn. In his speech, 
the President highlighted the strong points of the administration’s tenure, pointing out Uruguay’s 
strong recovery and growth, the drop in unemployment, and the solid management of the COVID 
crisis and public finances, in addition to other topics. As expected, the President announced cuts 
to the Personal Income Tax (IRPF) and the Social Security Assistance Tax (IASS), which requires 
retirees with high pensions to pay a percentage to the state. The proposed measures included 
increasing the deduction rate for the IRPF from 10% to 14% for citizens with low income, 
increasing the annual deduction rate for having children from 13bpc to 20bpc (one bpc is 
equivalent to 5660 UYU, or 135USD), and maintaining the doubling of said deduction in the case 
of disability. In addition, the ceiling on the cost of properties to access the mortgage credit 
deduction will be increased to UI1mn (USD137.000), and the credit for leases increased to 8%. 
These measures should impact around 75% of the taxed individuals, while 14% (nearly 60 
thousand Uruguayans) should not pay the IRPF anymore. The total cost of the reductions related 
to the IRPF is budgeted at USD80mn, the largest of the three. In the case of the IASS, the 
administration will increase the minimum non-taxable pension, from 8bpc to 9bc (from UYU 
45.280 to UYU 50.940), and credit leases also increase to 8%. In this case, the cuts should affect 
the entire tax base, and nearly 20.000 Uruguayans are expected to stop paying the IASS, with the 
estimated cost hovering around the USD30mn mark. Finally, in the business department, the 
government announced the regime for the Income tax for economic activities (IRAE) would shift 
from a fixed-rate scheme, based on the income level, to a progressive model more similar to the 
IRPF, benefiting 26.600 small businesses. In addition, small businesses whose income surpasses 
310.000UI in a year will not have to forcibly remain as IRAE contributors for the next two years. 
Finally, the administration raised the floor to pay for the IMEBA, to UI2.5mn, and is prepared to 
condone some credits to independent workers, with the barrage of business-related policies 
costing around USD40mn. 

Mr. Lacalle Pou also 
pointed out that the tax 
reductions should boost 
economic activity and 
consumption, while also 
declaring that the cuts have 
a progressive element, 
targeting some weaker 
sections of the Uruguayan 
workforce. 

Mr. Lacalle Pou also pointed out that the tax reductions should boost economic activity and 
consumption, while also declaring that the cuts have a progressive element, targeting some 
weaker sections of the Uruguayan workforce. These sayings come on the back of the 
controversy that the news generated, as the administration received critics from both sides of the 
political spectrum. Some analysts pointed out that tax reductions could be dangerous, and could 
threaten fiscal consolidation if growth perspectives were stumped, or if outlays were not trimmed 
accordingly. On the other hand, some political actors chose instead to criticize the taxes chosen 
to be cut, as they argued that the reduction would increase inequality, leaving more resources to 
the wealthier part of the Uruguayan society, while taking away government resources to tend to 
the more vulnerable sections of the population. Amidst these critics, Mr. Lacalle Pou pointed out 
that the ones to benefit from the tax cuts the most would be middle class citizens, and that he 
expected the boost in disposable income to bolster consumption. 
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In our view these measures 
fit well in the overarching 
government strategy ahead 
of the 2024 elections, even 
as they present a mild 
threat to fiscal 
consolidation.  

In our view, these measures fit well in the overarching government strategy ahead of the 
2024 elections, even as they present a mild threat to fiscal consolidation. Taking a look at 
2022 figures, we notice the IRPF and the IASS jointly collected USD2.4bn, roughly amounting to 
18% of the total tax revenues. Most of this comes from the IRPF, as it represents 15.3% of the 
total collection, vs. the IASS 2.6%. So, in this context, the IASS collection would suffer a USD30mn 
drop this year, that against a 2022 figure of 362mn would mean an 8% decrease. Besides the 
IRPF category affected by the measures corresponds to the one taxing salary income, which in 
2022 harvested USD1.66bn. The USD80mn decrease would represent a -5% decrease in the 
collection. Overall, the income measures would result in a -0.18% of GDP drop in tax revenues 
next year, and in addition to the business aid, the number would total 0.25% of GDP. To put the 
number in context, the administration this year managed to surpass its structural fiscal target by 
0.2% of GDP. So, these measures mostly compensate for last year’s overperformance, and should 
not be a major threat to fiscal figures, leaving the administration still in a solid position to comply 
with this year’s target. In addition, economic growth could help to further offset these decreases. 
However, we do believe the announcements are in line with the administration’s strategy of 
bolstering real wages in the medium run, especially in the context of a sharp popularity drop in Mr. 
Lacalle Pou’s image during recent months, which came on the back of the Astesiano scandal. We 
believe the government will try to shore up voter support with a stronger policy bias regarding 
income, with the recent announcements coming in that line. 
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Important Disclaimer 

The document, and the information, opinions, estimates and recommendations expressed herein, have been prepared by TPCG 
Valors 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 (ii) redistributed or (iii) 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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