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Notes From the Road -
Argentina Edition: Meetings

with Public Companies

We visited Buenos Aires earlier this month to meet
with the investor relations teams from six major
Argentine public companies, seeking insights into
how firms are navigating political and macroeco-
nomic volatility ahead of the upcoming mid-term
elections.

Argentina’s energy sector, particularly the Vaca
Muerta Basin, stands out as a source of long-term
potential that should transcends politics; govern-
ment incentives like the RIGI offer 30 years of regu-
latory stability for major investments.

Key energy players such as YPF, Pampa Energia,
and Transportadora de Gas del Sur (TGS) are
leading developments in Vaca Muerta: YPF through
advanced technology and efficiency initiatives,
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Pampa through strategic reinvestment in oil and gas,
and TGS by expanding its midstream infrastructure.

Part One

We were in Buenos Aires in the first half of this
month, meeting with the investor relations teams of
six of Argentina’s most important public companies.
Given the recent developments in Argentina, and
ahead of the upcoming mid-term elections this
Sunday, we wanted to get a true, boots on the
ground, sense of the situation in the country and
how these companies are positioned to face polit-
ical and macroeconomic volatility. Over the course
of our visit, we met with YPF, Pampa Energia,
Transportadora de Gas del Sur, Grupo Financiero
Galica, Banco Macro, and Ternium.

In the first part of this series, we will focus on one of
Argentina’s most important industries - energy. But
first,afew notes onthe general sense of Argentinians
on the ground regarding their views of the upcoming
election. Please note that these views are those of
a small sample set of the population and do not
represent our views.

While in the country, we tried to speak with everyone
that we could regarding their sense of the current
situation. From company management teams to Uber
drivers, opinions varied, as expected. However, the
general feeling was that although Argentinians
elected President Javier Milei as an attempt to move
away from the “Kirchnerismo” of previous administra-
tions, Milei’s administration was not fully delivering
as expected. Interestingly, the consensus appeared
to be focused not on dissatisfaction from the prog-
ress of economic reform. In fact, painful as this has
been for some segments of the population, most
people that we spoke with appeared to welcome
progress in economic reforms.
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Most of the dissatisfaction however appeared to
stem from the corruption scandals surrounding the
President’s inner circle, with the general view being
“we expected something different, but so far we are
getting more of the same”. Some hoped that the
heavy losses suffered in recent elections in Buenos
Aires would serve as a wakeup call to the Milei admin-
istration to get back on track, while others saw Milei
as “the lesser of two evils”. While there were fervent
supporters on either side of the political spectrum,
the hope of those in the middle appeared to be
that Milei would win enough supportin congress to
be able pass at least some of his economic and
fiscal reforms to get the country on better footing,
while moving away from the corruption scandals
that have plagued the country in years past. We will
see what the results reveal this Sunday.

Energy

Although Argentina’s energy industry is not immune
from political and economic volatility, the benefits of
its potential could transcend political affiliations. It is
becoming increasingly apparent that government
officials from either side of the aisle are recognizing
the potential that the Vaca Muerta Basin represents
for the country. A reflection of this is the fact that the
country’s Regimen de Incentivo para Grandes
Inversiones, or RIGI, enacted by the Milei administra-
tion, provides 30 years of regulatory stability for
certain investments in the energy sector. At the fore-
front of the development of the country’s energy
industry is YPF. After a two and a half hour meeting
with YPF’s investor relations team, we came out even
more impressed by the company than we already
were. In our opinion, the main factors that will
contribute to YPF’s long-term success are 1) the
scale of its position in Vaca Muerta, 2) its clear and
coherent strategy, 3) an experienced management
team, and 4) the efficient use of technology. As the
largest operator in Vaca Muerta, with one of the
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largest acreage positions in the basin, YPF’s strategy
is clearly delineated by a short-, medium-, and long-
term focus, also known as its “4x4 Plan”. Headed by
industry veteran CEO Horacio Marin, a petroleum
engineer himself, the company is currently focused
on developing the oil production of its assets in Vaca
Muerta first, by shifting away from conventional oil
production and into shale oil production, a practice
that is more efficient and profitable than the former.
Mr. Marin appears to be successfully applying his
industry knowledge by prioritizing this shift in the
short term, while divesting non-core assets over the
medium term to focus on the company’s core opera-
tions. Over the long term, YPF’s strategy calls for a
measured shift in focus from the production of oil to
that of natural gas, through the joint development of
the Vaca Muerta Sur pipeline and export plant
complexes over time. At the same time, Mr. Marin is
also heavily focused on the use of technology to
improve production efficiency and reduce costs,
thus enhancing the company’s overall production
profile. As a result, YPF is currently operating several
“Real Time Intelligence Centers” in Buenos Aires and
Nequen to monitor the drilling and completion oper-
ations of various wells throughout the region. | have
covered the energy and materials industries as an
equity analyst for many years, and in my opinion, |
never saw an energy intelligence center as advanced
and well run as YPF’s Real Time Intelligence Center
in Puerto Madero, which integrated many teams
from different stages of the wells’ operations, and
enhanced their performance through the use of
artificial intelligence. We were glad to see that
Argentina appears to be moving towards more effi-
cient methods of oil production, and YPF may be
leading the charge.

While in Buenos Aires, we also met with the investor
relations teams of Pampa Energiaand Transportadora
de Gas del Sur, also known as TGS. As one of
Argentina’s largest fully integrated electricity
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Our visit to YPF’s Real Time Intelligence Center in Puerto Madero.

companies, Pampa Energia is a staple in the power
generation and transmission industry in the country.
Responsible for 15% of the country’s power genera-
tion, Pampa has grown to be a reliable cash gener-
ator with sustainable levels of debt. During our
meeting, we were pleased to see that the company
is repositioning its focus to participate in the devel-
opment of the Vaca Muerta basin, using its heavy
cash flow generation and deploying it to focus on
the development and production of oil and gas in
the region. However, Pampa is doing things differ-
ently, choosing to focus on the Rincon de Aranda
region of the basin, a slightly different strategy from
other players such as YPF and Vista Energy. We
inquired as to why Pampa chose to produce in this
region, and the answer was that it was able to
acquire acreage in this now promising area at arela-
tively low price, an opportunity that it could not pass.

As Pampa focuses on efficiently deploying its cash
flow into oil and gas production, it should also see
its profit margins expand over time. In addition to
power generation and oil and gas production, Pampa
also enjoys a vast midstream pipeline network that
continues to expand; this is where TGS comes in.

Through a consortium in partnership with others
large investors, Pampa Energia is involved in the
ownership of approximately 50% of TGS. As Pampa
describes it, TGS is the backbone of gas distribution
in Argentina. In fact, transporting approximately 60%
of the country’s gas needs, it can be argued that TGS
is the most important pipeline distribution company
in the country. However, gas distribution in Argentina
is subject to regulations which are meaningfully
impacted by changes in inflation. To this point, TGS is
in the process of renewing its government
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concessions, possibly under more favorable terms.
However, in order to diversify its revenue stream
away from aregulated industry, TGS is also expanding
its midstream and natural gas processing operations
in the country. Through the development of new
natural gas distribution pipelines stemming from
Nequen out to the coast for processing and export,
TGS is also poised to participate in the long-term
potential that Vaca Muerta has to offer.

Going into our meetings with YPF, Pampa Energia,
and TGS, we were well aware of the potential of
Vaca Muerta, and what this could mean for the
companies involved and the country in general.
However, it was encouraging to experience first-
hand the fact that this potential is translating into
reality. The one factor that unfortunately permeates
this industry, and the country as a whole, is the
obvious risk associated with Argentina’s political
situation. However, out of most industries in the
country, the energy industry is one whose potential
should transcend political volatility. That being said,
as we have seen in the past, country risk is a very
real risk.

insigneo

Stay tuned for Part Two of our “Notes from the Road
— Argentina Edition” coming out next week, where we
will discuss our meetings with Grupo Financiero
Galica, Banco Macro, and Ternium, as well as do a
preliminary dive into the results of Sunday’s closely
watched election. B
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Important Disclosures

Insigneo Financial Group, LLC comprises anumber of operating businesses
engaged in the offering of brokerage and advisory products and services
in various jurisdictions. Brokerage products and services are offered
through Insigneo Securities, LLC, a broker-dealer registered with the U.S.
Securities and Exchange Commission (“SEC”) and member of FINRA and
SIPC. Investment advisory products and services are offered through
Insigneo Advisory Services, LLC, an investment adviser registered with the
SEC. Insigneo has affiliated companies in different locations, so it is
important to understand which entity you are conducting business with.
Please visit https://insigneo.com/legalentities/ for more information about
the differences between these companies, their locations, and what that
means for you.

This material should not be construed as an offer to sell or the solicitation of
an offer to buy any security. It is for general information purposes only. To the
extent that this material discusses general market activity, industry or sector
trends or other broad-based economic or political conditions, it should not
be construed as research or investment advice. To the extent that itincludes
references to securities, those references do not constitute a
recommendation to buy, sell or hold such security. It does not constitute a
recommendation or a statement of opinion, or a report of either of those
things and does not, and is not intended, to consider the particular
investment objectives, financial conditions, or needs of individual investors.
Any target prices provide reflect our current expectations, are subject to
change and may not be achieved due to a variety of risks, including changes
in economic conditions, interest rates, geopolitical developments, and
issuer-specific factors. The target price does not guarantee future results
and should not be relied upon as a sole basis for investment decisions.

Not All Risks Are Disclosed - Past performance is not indicative of
futures results. Investments involve significant risks, and it is possible to
lose some or all of your principal investments and therefore may not be
suitable for everyone. Always consider whether any investment is suitable
for your particular circumstances and, if necessary, seek professional
advice from your Investment Professional.

This material may contain opinions, expressions, and estimates that
represent the analysis and perspective of Insigneo Securities, LLC’s
Investment Strategy department or its providers at the time of publication.
These are subject to change at any time, without notice.

FOR AFFILIATES LOCATED IN CHILE

Insigneo Asesorias Financieras SPA se encuentra inscrito en Chile, en el
Registro de Prestadores de Servicios Financieros de la Comision para el
Mercado Financiero. Este informe fue efectuado por area de Research &
Strategy de Insigneo Securities LLC. o sus proveedores, en base a la
informacion disponible a la fecha de emision de este. Para evitar cualquier
conflicto de interés, Insigneo Securities LLC dispone que ningun integrante
del equipo de Research & Strategy tenga su remuneracién asociada
directa o indirectamente con una recomendacion o reporte especifico o
con el resultado de una cartera.

Aunque los antecedentes sobre los cuales ha sido elaborado este informe
fueron obtenidos de fuentes consideradas confiables, no podemos
garantizar la completa exactitud e integridad de estos, no asumiendo
responsabilidad alguna al respecto Insigneo Securities LLC, Insigneo
Asesorias Financieras SPA ni ninguna de sus empresas relacionadas.

Este material esta destinado unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta o solicitud de compra o venta de ningun valor en
ninguna jurisdiccion en la que dicha oferta o solicitud no esté autorizada o
a ninguna persona a la que sea ilegal hacer dicha oferta o solicitud. Las
inversiones en cuentas de corretaje y de asesoramiento de inversiones
estdan sujetas al riesgo de mercado, incluida la pérdida de capital.

La informacién base del presente informe puede sufrir cambios, no
teniendo Insigneo Securities LLC ni Insigneo Asesorias Financieras SPA la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios. Cualquier opinion,
expresion, estimacion y/o recomendacion contenida en este informe
constituyen el juicio o vision de area de Research & Strategy de Insigneo
Securities LLC. o sus proveedores, a la fecha de su publicacion y pueden
ser modificadas sin previo aviso.

FOR AFFILIATES LOCATED IN URUGUAY

Insigneo Asesor Uruguay S.A. esta inscripto en el Registro de Mercado de
Valores del Banco Central del Uruguay como Asesor de Inversiones. En
Uruguay, los valores estan siendo ofrecidos en forma privada de acuerdo
al articulo 2 de la ley 18.627 y sus modificaciones. Los valores no han sido
ni seran registrados ante el Banco Central del Uruguay para oferta publica.
Este material esta destinado Unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted segun su perfil y
estrategia de inversion. Este documento no constituye un asesoramiento
ni una recomendacion u oferta o solicitud de compra o. Las inversiones en
valores negociables estan sujetas al riesgo de mercado, incluida la pérdida
parcial o total del capital invertido. Cualquier opinién, expresion, estimacion
y/o recomendacion contenida en este informe constituyen el juicio o vision
de area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, a la fecha de su publicacion y pueden ser modificadas sin
previo aviso. Rentabilidades histéricas de los productos anunciados no
aseguran rentabilidades futuras.

FOR AFFILIATES LOCATED IN ARGENTINA

Insigneo Argentina S.A.U. Agente Asesor Global de Inversion se encuentra
registrado bajo el N° 10563 de la Comision Nacional de Valores (CNV) e
inscripto ante la Inspeccion General de Justicia (IGJ) bajo el N° 12.278 del
Libro 90, Tomo —, de Sociedades por Acciones. Este informe fue efectuado
por area de Research & Strategy de Insigneo Securities LLC. o sus
proveedores, en base a la informacion disponible a la fecha de su emision.
Para evitar cualquier conflicto de interés, Insigneo Securities LLC dispone
que ningun integrante del equipo de Research & Strategy tenga su
remuneracion asociada directa o indirectamente con una recomendacion
o reporte especifico o con el resultado de una cartera. Aunque los
antecedentes sobre los cuales ha sido elaborado este informe fueron
obtenidos de fuentes consideradas confiables, no podemos garantizar la
completa exactitud e integridad de estos, no asumiendo responsabilidad
alguna al respecto Insigneo Securities LLC, Insigneo Argentina S.A.U. ni
ninguna de sus empresas relacionadas. La informacion base del presente
informe puede sufrir cambios, no teniendo Insigneo Argentina S.A.U. la
obligacion de actualizar el presente informe ni de comunicar a sus
destinatarios sobre la ocurrencia de tales cambios.

Este material esta destinado Unicamente a facilitar el debate general y no
pretende ser fuente de ninguna recomendacion especifica para una
persona concreta. Por favor, consulte con su ejecutivo de cuentas o con su
asesor financiero si alguna de las recomendaciones especificas que se
hacen en este documento es adecuada para usted. Este documento no
constituye una oferta, recomendacion o solicitud de compra o venta de
ningun valor negociable en ninguna jurisdiccion en la que dicha oferta o
solicitud no esté autorizada o a ninguna persona a la que sea ilegal hacer
dicha oferta o solicitud. Las inversiones en valores negociables estan
sujetas al riesgo de mercado, incluida la pérdida parcial o total del capital
invertido. Cualquier opinion, expresion, estimacion y/o recomendacion
contenida en este informe constituyen el juicio o vision de area de
Research & Strategy de Insigneo Securities LLC. o sus proveedores, a la
fecha de su publicacion y pueden ser modificadas sin previo aviso.
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