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On Sunday, August 11th, Argentina’s current president since 2015, Mauricio 
Macri, lost the Argentine presidential primary election by a much greater 
margin than expected. This development was a surprise to the markets that 
sent shockwaves through emerging markets asset classes. Macri’s loss seriously 
reduces his chances of reelection on October 27th, as this primary election was 
generally viewed as a referendum on Macri’s austerity measures and reforms. 
Macri is seeking reelection on a platform that commits to continued austerity if 
he were to be reelected.

With 47.7% of the vote from the primaries, Alberto Fernandez, a center-left 
whose VP candidate is former president and populist Cristina Fernandez de 
Kirchner, achieved a much wider than expected margin above Macri’s 32.1%. 
Macri is viewed as a business-friendly leader who is pushing a free markets 
reform agenda along with austerity measures — a tough “ripping off the 
bandage” in the context of a persistent recession and 55% inflation in the 
country. On the other hand, Fernandez would be expected to dismantle many 
of the economic reforms put in place by Macri, including the IMF’s 2018 bailout 
package. Fernandez’s populist platform is seen as less business-friendly and 
less free markets-friendly, thereby raising the likelihood of a potential default of 
Argentine sovereign bonds, which drove the sell-off. 

Impact on Emerging Markets Asset Classes and Strategies

On Monday, August 12th, the hard currency sovereign emerging markets debt 
index (JPMorgan EMBI Global Diversified) fell by 1.0% with a 2.4% exposure 
to Argentina, the local currency sovereign emerging markets debt index 
(JPMorgan GBI-EM Global Diversified) fell by 0.1% with a much lower 0.4% 
exposure to Argentina. Many emerging markets debt strategies retrenched by 
between 1.4% to 2.1% on Monday. The Argentine peso weakened by 15% while 
Argentina’s stock market fell by 30%+. The S&P 500 lost 1.3% for the day, driven 
in part by fears of spill-over contagion.

Many EMD strategies held roughly 3–6% in Argentina, in mostly hard currency 
with some local currency. Thus, despite Argentina’s having been a contributor 
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for most EMD strategies for the year, after Sunday’s election, the country is now a significant detractor, with 
price depreciation from both hard currency and local currency bonds, as well as the currency weakening, 
being key detractors.

Both the hard currency and local currency Argentine bonds were trading at 70–80% of par prior to the 
election. After the election, they are now trading at 50% of par, a level at which most EMD managers 
would not want to sell as they deem the bonds to be oversold. Certain strategies intend to maintain 
their exposure and wait for the bonds to rebound before paring down some of the exposure. Certain 
other strategies have completely exited their local currency exposure and already pared down their hard 
currency exposure on Monday.

What to Watch for in the Next Few Days in the Markets

As of Tuesday, August 13th, global markets were on an upwards trajectory as the Trump administration 
announced delaying to December 15th certain tariffs against China that were to take effect on September 1st. 
Further movement in the markets driven from Argentina would be dependent on Macri’s and Fernandez’s 
speeches on any adjustments to their campaigns, on up to the October 27th election.

The lesson from the primaries is that Argentines are rejecting austerity. It is yet to be seen whether Macri 
will adjust his campaign by attenuating his promise of austerity in order to garner more votes. If he does 
not, the vote may go to Fernandez/Kirchner, and enhance the populist force in the region. In a speech 
Macri delivered directly after the election, he was especially hard-nosed by telling the public to look 
at the market reaction. It was apparent that his intention was to make the market reaction detrimental 
enough to force voters to reassess their stance and to shift to Macri if they want to avoid a poor financial 
markets outcome. Macri is expected by most asset managers to continue with this strategy while leaning 
towards more of a middle ground with his campaign. We expect any hard-nosed speeches given by Macri, 
potentially leading up to Fernandez’s victory, to further pressure the Argentine peso as well as Argentine 
stocks and bonds downward, with a spill-over effect to the rest of EM and the global markets. If Macri’s polls 
improve, we would expect upwards pressure on the market. However, these effects would be expected to 
be overshadowed by any major developments in the U.S.-China trade war.
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