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U.S. Commodities Markets
Argentine Elections Pose Long-Term Price Risks for
U.S. Corn and Soy Exports

Argentina’s presidential election on Nov. 19 represented a seismic shift in the country’s
political and economic discourse. Facing a depreciating currency, high unemployment,
egregious budget deficit, and rampant inflation the electorate backed the right of
center Libertarian candidate Javier Milei. Despite being a congressman, Milei essentially
campaigned as a political outsider. Lower taxes, reduced capital controls, trade
liberalization, lowering inflation, and government spending were cornerstones of the
campaign.

As Milei’s election pertains to Argentina’s agriculture sector we see the removal of capital
controls, reduced tariffs, and trade liberalization can have impact on U.S. agriculture
exports.

Historically, when Argentina pivots to a right of center presidency agricultural
exports rise. We believe that Milei’s campaign rhetoric of lower taxes and trade
liberalization will come to fruition and should hasten corn, soybean meal, and
soybean oil exports. Increased local exports volumes will likely pressure U.S. volumes
and prices.
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Political Background

Argentina’s modern political history has been dominated by a leftist social and economic
populist party known as the Peronists. The Peronist party has several different ideological
factions that are represented throughout the national government. The largest of these
groups is the Justicialist Party (PJ). Since the 1970s when the country started pivoting
from military rule the Peronist party has dominated Argentine politics and the PJ faction
is a proving ground for the country’s presidents. Since 2001, 5 of the 6 Presidents have
originated from the PJ wing of the Peronist party.

The single break occurred during December 2015 — 2019 when right of center Mauricio
Macri was president. Milei's 2023 election represents the first time in local history that a
member of the libertarian party is elected president.

Agricultural Background

Historically Argentina is an important source of global corn and soy meal and soy oil
supplies. Corn: Excluding China, since 2000 Argentina has maintained its position as the
third largest global producer and exporter. Over a 20-year period, Argentina averages
16% of the annual global corn trade. Soy: Argentina is the world’s third largest producer
of soybeans and the largest exporter of soybean meal and oil. Over a 20-year period the
country averages of 43% of annual global soybean meal exports and 47% of the global
soybean oil trade.

Annual Global Corn Exports
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Populist Economic and Political Policies Have a Long History of Negatively

Impacting Argentina’s Agricultural Sector

Removing the 4-year period when Macri reduced export tariffs on Argentine agricultural
commaodities, the Peronists have exploited the country’s agricultural sector for political
and economic gain. Spanning several decades, the PJ populists have categorized the
Argentine farmer as right-winged, land-owning and, aristocrats. The political benefits of
this categorization have been used to extract economic gains through asymmetrical tax
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revenue schemes that targeted a vast array of agricultural commodities. Specifically, the Historically, Argentine export tariffs
local agricultural tax centric policies are directed at farmland transfers, commodities in have maintained a price premium

- for soybeans over their derivatives.
storage and commodities for export.

Historically, Argentine export tariffs have maintained a price premium for soybeans over
their derivatives. This tariff differential helped develop a robust local soy processing
industry, which is led by multinational firms, has helped Argentina lead in global soy meal
and oil exports.

Taxing the Agricultural Sector Is an Argentine Political Football

After winning election in 2015 former president Macri lowered export tariffs which
helped propel export volumes to record levels. After Macri lost his reelection bid in 2019,
current President Alberto Fernandez raised agricultural export tariffs to record levels.
Citing the application of “social equality”, in 2020 Fernandez raised export taxes on soy
and soy derivatives to a record 30% and 33%. Corn, sorghum, and wheat tariffs remained
unchanged at 12%. Milei’s campaign platform included a “gradual reduction and an
eventual elimination of the agricultural export tariffs.”We have no reason to believe
that Milei will rescind this proposed policy.

History Shows That When Argentina’s Agricultural Export and Import Tariffs Are B |
Milei’s campaign platform

Lowered, Corn and Soy Production Along with Exports Rise included a ‘gradual reduction and
The Macri administration’s approach to trade liberalization highlighted this fundamental an eventual elimination of the
economic theory. During Macri's term, import tariffs on fertilizers and agricultural Zgﬂfﬂfg’;ﬁgﬂZi'zﬂv,f,%e
exports tariffs declined which resulted in record large domestic corn production and rescind this proposed policy.
exports. During 2015-2019 domestic corn harvested acres rose by 170% to a record

6.3 mha. Domestic corn production rose by 75% from 29.5 mmt to a record 52.0 mmt

while exports averaged 18% of the world total., +3% from the previous 15 years. Soy

production during the same period also reached record levels while the pace of soy meal

and oil exports expanded at a slightly above trend pace.

Annual Soy Meal & Oil Exports Percent of World Total
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When Argentina’s Corn Exports Rise Due to Favorable Tax Treatment, U.S. Corn We belleve Argentinas shift from a
) populist left ideology will result in
Exports As a Percent of World Total Decline reduced agricultural export tariffs.

From 2000 to 2015, annual U.S. corn exports averaged 52% of the world total. During the
Macri administration, annual U.S. exports averaged 33% of the world total. As U.S. global
corn export participation rate declined, spot and +30 day FOB differentials between
NOLA and Argentina Up-river displayed asymmetrical price deviations with NOLA
trading at premium. When Fernandez assumed the presidency and corn export tariffs
were reestablished at a higher rate, Argentina exports as a percentage of the world total
softened, U.S. exports reverted to a higher trend, and FOB differentials favored the U.S.

HTS Commodities Views

We believe Argentina’s shift from a populist left ideology will result in reduced agricultural
export tariffs. A lower export tariff structure on corn, soy meal, and soy oil should help
increase planted acres which should result in enhanced global export participation.

We believe that the historically weak Argentine peso should help provide an economic To combat this effect and to help
incentive for participants of the local agri-supply chain to export what could be record %iaéjiaefg’;;ﬁpg[ig;’ig.’;ﬁ;or
large volumes of corn and soy derivatives. OF MY 24/25 US. corn, Soyréea// /

and soy oil futures are vulnerable
As increasing Argentine corn and supplies are expected to increasingly enter the global to fundamentally driven downside
export markets we see the potential for U.S. commodities to be crowded out. To combat price risks.

this effect and to help clear domestic supply surpluses we believe that the price
trajectory of MY 24/25 U.S. corn, soy meal, and soy oil futures are vulnerable to
fundamentally driven downside price risks.

Trading on regulated commodity exchanges inherently involves risk of loss and is not suitable for everyone. The leverage
created by trading on margin can work against you just as much as it can benefit you, and losses could exceed the entire
investment as well as additional cash deposits. You may be required to immediately provide capital upon notice to maintain
any or all open positions, and failure to do so in a timely manner could result in penalties, liquidating debit balances,
unforeseen financial obligation and the loss of opportunity sought by participating in the commodity futures and options
marketplace. Only risk capital should be considered for alternative investment or speculation. Before opening an account
you should seek advice from related associations, requlators, certified public accountants, industry professionals and other
trusted advisors. Be certain that you understand the risks and can withstand the potential losses associated with SWAPS,
futures, options on futures or any other derivatives or cash commodity transactions in which you intend to participate.
HTSCommodities may not represent, guarantee or warrant that you will profit from any trading activity nor that realized
losses will be limited whatsoever.

This paper/commentary was prepared by HTSCommodities for informational purposes only. This paper represents historical
information only and is not an indication of future performance. Nor is it a recommendation or solicitation or any specific
product. This material has not been prepared in accordance with the guidelines or requirements to promote investment
research, it is not a research report and is not intended as such. SOURCES: Bloomberg, U.S. Department of Agriculture,
Commodity Futures Trading Commission, National Oceanic and Atmospheric Administration. Sources available upon request.

Principals, managers and some associates are registered with the National Futures Association (NFA) and all members
participate as part of an independent Introducing broker in good standing. Members operate under the governance and
qguidelines of the Commodity Futures Trading Commission (CFTC) and are authorized to represent multiple futures clearing
merchants or FCMs for the benefit of clients’ selection and or suitability.

Hilltop Securities Inc. is a registered broker-dealer, registered investment adviser and municipal advisor firm that does not
provide tax or legal advice. HilltopSecurities is a wholly owned subsidiary of Hilltop Holdings, Inc. (NYSE: HTH) located at 717
N. Harwood St Suite 3400, Dallas, Texas 75201, (214) 859-1800, 833-4HILLTOP
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