
 

   
 11-Aug-23 2 

Juan Manuel Pazos 
Chief Economist 
+54 11 4898 6606 
jmpazos@tpcgco.com 
 
Santiago Resico 
LATAM Strategist 
sresico@tpcgco.com 
+54 11 4898 6615 

Strategy Flash – Uruguay August 11, 2023 
 

Uruguay Strategy Flash 

 The PIT-CNT is preparing to challenge the pension system reform 

Yesterday, the PIT-CNT 
resolved in a split decision 
to start a campaign to 
support a referendum 
against the newly instated 
pension reform, and the 
pension system. 

Yesterday, the PIT-CNT resolved in a split decision to start a campaign to support a 
referendum against the newly instated pension reform, and the pension system. Yesterday, 
key representatives of the PIT-CNT approved by a simple majority the decision to start 
campaigning in favor of a referendum that will try to overturn some of the changes to be 
implemented by the new pension reform. However, the initiative is even more ambitious, as it is 
expected to also campaign against the existence of the AFAP’s, Uruguay’s pension funds. In 
particular, the key points to be hammered in the referendum are an increase in minimum pensions 
to an amount above the poverty line, the maintenance of the retirement age at 60 years old, and 
the elimination of any profit-seeking firms inside the social security system, which is a direct threat 
to the AFAPs. In this context, the alternative that finally prevailed in the council of the PIT_CNT 
was the most extreme, as other, more moderate proposals which were limited to overrule the last 
pension system reform were discarded. However, the split vote left a significant part of the 
organization unhappy. In particular, representatives from the Communist Party, and the MPP 
(Popular Participation Movement), which are very significant inside the Frente Amplio, did not find 
this resolution to their liking, which will probably affect the amount of support they inject into the 
campaign, both from political mobilization and financing. 

From a legal standpoint, the 
constitution offers two 
ways of promoting a 
referendum, both of which 
need to gather a significant 
amount of support before a 
year has passed since the 
promulgation of the law. 

From a legal standpoint, the constitution offers two ways of promoting a referendum, both 
of which need to gather a significant amount of support before a year has passed since the 
promulgation of the law. The last time around, when trying to overturn the LUC, the PIT-CNT 
opted for the more direct route, which requires the presentation of the signatures of at least 25% 
of the registered voters in the country (roughly 675.000) within the year of the implementation of 
the challenged law. A less direct approach requires fewer signatures (only 2% of the registered 
voters, aka 54.000) within 150 days of the law being promulgated, which triggers a pre-
referendum, in which, if the option to derogate the law reaches 25% of votes, then a full 
referendum is organized to define the matter. For the LUC referendum, the PIT-CNT managed to 
muster nearly 800.000 signatures, comfortably complying with the threshold contemplated in the 
first alternative route. In addition to the requirements mentioned above, the constitution also 
prevents referendums to challenge laws that have constitutional force, are incumbent to the 
Executive Power, or refer to any tributary matters. Therefore, from a legal perspective, it is clear 
that the PIT-CNT’s idea of challenging the new pension system reform is possible, however, 
challenging the existence of the AFAP’s and updating minimum pensions will require some 
creative wording, as it is difficult to envisage how these matters comply with the conditions to be 
challenged by the referendum, especially in the case of the AFAP’s, which have been an integral 
part of the Uruguayan pension system for quite some time now. What the PIT-CNT could try to 
challenge more easily is the bill which grants more flexibility to the AFAP’s in their portfolio 
allocation, allowing them to invest a greater part of their assets in external securities. This change 
was expected to pass with the Budget Law bill and can still be challenged by the PIT-CNT. 
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In our view, these 
developments are credit 
negative, as they threaten a 
key public policy, even as 
the very nature of the repeal 
undermines its chances of 
being successful. 

In our view, these developments are credit negative, as they threaten a key public policy, 
even as the very nature of the repeal undermines its chances of being successful. As we 
argued when the Pension Reform was approved, a key problem with its implementation (mostly 
unsurmountable, granted), was that most of the key savings in the pension system were very 
gradual and very far off in the future. While from a stability perspective, this was desirable, it 
allowed the more extreme sectors of the Frente Amplio to challenge the law via referendum, or, 
given a strong enough change in political color, a favorable Congress to amend the law to their 
liking or revoke it. Now, the pension system reform must endure its first test. The importance of 
this law to stabilize public finances in the medium run is significant, as it would stabilize pension 
system outlays at 9% of GDP, instead of seeing them increase to 11.5% of GDP by 2100. 
Furthermore, it prevents the deficit of the system from reaching the 4.5% of GDP mark, keeping it 
at a reasonable 2%. Regarding the probability of success of the referendum challenge, initially, 
we are somewhat skeptical of its chances. Even if the topic is a controversial one, and should 
wind up with some support, the approved law is mostly beneficial for the citizenry. The most 
unpopular point of discussion could be the increase of the retirement age to 65. However, data 
shows that Uruguayans, on average, already retire at an older age than what was established in 
the previous law (62.5 years vs. 60), which could curb the support for the proposal to reduce it 
back to 60 years. However, we do believe that the main threat to the approval of a possible 
referendum is the challenge itself. It is not a moderate proposition, and we believe that threatening 
the AFAP’s existence could be a mistake. The project has already generated controversy inside 
the FA, with the more moderate segments not supporting such an extensive challenge. This should 
translate to, a less fierce campaign in those sectors, and to the general public, where some of the 
proposals will struggle to find footing. Still, the result of any referendum will also be tied to the 
popularity of the FA and the current administration at the time, as was exhibited in the LUC 
challenge. If the FA manages to get enough traction, then the social security system could find 
itself under some serious threat. 

 Figure 1: Estimated impact of the pension system reform 
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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 (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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