I I:O

Santiago Resico
Strategist
sresico@tpcgco.com
+54 11 4898 6615

In yesterday’s elections,
JxC managed to retain the
province of Mendoza, as
Mr. Cornejo comfortably
secured the governor’s
seat.
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Provinces Strategy Flash:
Mendoza elections

JXC secured policy continuity, ensuring a 12-year tenure at the helm
of the provincial government.

In yesterday’s elections, JxXC managed to retain the province of Mendoza, as Mr. Cornejo
comfortably secured the governor’s seat. However, the space underperformed relative to the
PASO. The provincial elections followed closely the trend showcased by the rest of the districts,
as a very eroded peronism was not able to put up a competitive performance. In this case, both
JxC and LLA managed to surpass the Peronist voter haul by a significant margin. The former made
a good election, assuring the win, but underperformed relative to both the PASO and the 2019
elections by a fair margin. On the other hand, Mr. Milei’s win at the national level rallied libertarian
votes in Mendoza, and Mr. Marchi’s alliance proved to be even more competitive than what it
conveyed in the PASO, winning some ground since then. The number of total voters amounted to
1,015,719, accounting for 68.2% participation, which was 1.9% higher than in the recent provincial
PASO when it amounted to 66.4%. However, participation rates continue to be low, as the
showing in 2019’s provincial elections amounted to 79.07%. In this context, Mr. Cornejo,
representing JXC, obtained 36.2% of the votes, with the Libertarian Alliance coming in nearly 9pp
behind, at 27.2%. Instead, Peronism came in as a very far third (13.5%), halving the LLA votes.
Completing the results, the Green Party did a decent election, obtaining 10.9% of the votes, while
the FIT obtained roughly its usual haul, which stood near the 3.9% mark. The performance of LLA
was positively affected by Milei’s shocking victory at the national level in the PASO. We believe
the libertarian list was also competitive due to it being composed mainly of local JxC and UCR
figures which decided to split from the JxC alliance and form a provincial block allied to the
libertarian space, rather than it being purely formed by LLA candidates. Even being the best
performance of La Libertad Avanza at the provincial level, the libertarian haul still exhibited nearly
a 17pp spread with Mr. Milei’s result at the national level in the province, showing there still is a
disconnect between the provincial and the national levels, which the libertarians are unable to
capitalize. This also suggests the governors’ strategies to hold separate elections at the provincial
level are bearing some fruit, especially for the local officialisms. Blank and Null votes also made a
noteworthy apparition, coming in at 8.4% of the total votes. The final results were strongly
anticipated, and once the preliminary count showcased the first numbers, it was clear that Mr.
Cornejo and JxC as a whole were in for a comfortable victory.

Figure 1: Mendoza 2023 and 2019 elections
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The victory prolonged
JxC’s tenure in the
province to 12 years,
albeit the results convey
the party has lost some
traction, both relative to
2019 and the recent
provincial PASO in mid-
June.

We believe the election
result should be positive
for the credit. Still, this

will largely depend on the

outcome of the electoral
scenario at the national
level.

The victory prolonged JxC’s tenure in the province to 12 years, albeit the results convey the
party has lost some traction, both relative to 2019 and the recent provincial PASO in mid-June.
The JxC win assured policy continuity in the province, securing a JxC mandate for 12 consecutive
years. However, ever since 2019, the officialism has lost traction, with its voter support dropping
significantly, and also taking a hit relative to the PASO results. In the former, the provincial election
was a two-horse race in between JxC and the Peronist party, where JxC was able to capitalize on its
good tenure in the province, securing a comfortable win against the PJ. In those elections, JxC
obtained 49.9% of the votes, while Peronism secured 35%, trailing the winner by nearly 15pp. With
this in mind, both Peronism and JxC have seen a significant decrease in voter support, giving the
Libertarian party room to grow as a main political force in the province. Relative to 2019, JxC lost
roughly 13.7% of votes. Still, Peronism bled even more profusely, counting their loss in voting
intention at around 21.5%, marking an extremely weak performance from the PJ at the provincial
level. Relative to the PASO, the positions of the general election remained the same, with JxC
winning, followed by LLA, then Peronism, then the Green Party, and finally the FIT. However, JxC lost
a significant amount of traction (6.5pp), having obtained 42.7% in the PASO. Peronism also lost
around 2pp relative to the primaries, as blank and null votes followed suit dropping by 4.5pp. These
losses were capitalized mainly by two parties. The Libertarians added nearly 7pp to their haul relative
to the PASO, with Milei’s win at the national level probably fueling the rally. And the Green Party also
saw an increase in votes, rising by 6.4pp. Mr. De Marchi’s political origin probably suggests that LLA
could mainly have capitalized on the loss in JXC votes. All in all, JXC managed to maintain the
province and did so by a comfortable 9pp margin. However, the spike in Libertarian votes post-PASO
could trigger some alarms at the national level for JxC.

We believe the election result should be positive for the credit. Still, this will largely depend on
the outcome of the electoral scenario at the national level. We find the Mendoza election came
largely in line with our overarching view of the provincial results, where an extremely weak peronism
gave way for JxC to retain the province. Still, the electorate’s desire for change did reflect on JxC’s
weakened voter base and also translated into low turnout figures (Mendoza’s historical figures hover
around the 79.6% participation mark), and a high volume of null and blank votes. In this context, the
election results generally followed those of the PASO, making it a low-uncertainty election, and
reaffirming the very weakened state of peronism in the province. From a national standpoint, JxC
has now posted three back-to-back victories at the provincial level, in three consecutive weeks.
These came in the Santa Fe, Chaco, and now Mendoza elections. These three significant victories at
the local level could reinvigorate Mrs. Bullrich’s campaign going forward. However, with the results
of the provincial election looking decoupled from the national scenario, it does not seem wise to read
into the effect of the provincial results at the national level. In terms of strategy, we believe that policy
continuity should be credit-positive if the change in political sign also corresponds to the one seen
at the national level, allowing the province to have fluid relations with the national government in the
next tenure. However, the national scenario currently looks extremely muddled, and JxC does not
part as the frontrunner for the October elections, making a scenario where Mr. Cornejo has to face
an unfriendly administration at the national level more likely. Still, Mendoza exhibited solid
management even with a JxC administration at the local level and Peronism at the national level,
which conveys that the province’s financial position is robust enough to face a possibly hostile
national administration. We do identify some risks for the fiscal balance of the province due to the
soon-to-be-discussed Income Law proposed by the government. The impact of the measure in the
province could amount to a 3.6% drop in revenues, which could compound with weak economic
activity hampering tax revenues and inflexible opex and salary outlays, scenario which could strain
the provincial financial position in the medium run.
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Figure 2: Provincial Election Results 2023
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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 (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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