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TRENDS TO KEEP AN EYE ON  
Argentina – a better deal for bond holdouts after all? 
Cyprus – the capital controls that are now on the books; 
Venezuela – a first Sicad FX auction. 
 

ARGENTINA  

The weakness of the peso in the black market suggests 
growing problems for the policies of President 
Fernandez. While the nationalized YPF sharply 
increased its profits last year, the numbers are 
misleading. Critical foreign investment is being driven 
away. And now, soybean farmers are threatening to 
withhold supplies despite government efforts to force 
them to sell.  
 
CHILE  
The economy will slow this year, but only slightly, 
keeping a robust pace. Real wages are rising, but for 
now the authorities show little interest in raising interest 
rates. While Pres. Pinera has seen his popularity ratings 
improve, he is not up for re-election. The Left hopes that 
former Pres. Bachelet will run and win. 
 
CHINA  
The economy has had a weaker start this year than most 
officials and economists had anticipated, but inflation is 
proving to be a growing threat and concern about it will 
dominate official policy in the near term. The use of the 
yuan as an international payment currency, while still 
modest, is gaining fast. 
 
CYPRUS  
The 11th-hour bailout for this country’s troubled banks 
will not end the arguments that leaving the Eurozone 
would ease the economic pain. The economy is now 
headed for very rough waters. There will be 
repercussions elsewhere in the Eurozone and the 
imposition of capital controls is setting a dangerous 
precedent. 
 

 
EGYPT  
Parliamentary elections may now be delayed until 
October, and this will add to the tensions between the 
Muslim Brotherhood and its opponents. Economic 
conditions will make a bad situation worse as Pres. 
Morsi needs to build a political consensus for an aid deal 
with the IMF.  
 
INDONESIA   
The economy will continue to do well, although external 
deficits serve as warning signals. Inflation is still 
moderate, but could be spurred by increases in fuel 
prices. The job of CB Governor will soon be handed off 
to a new man, which brings up other political questions.   
 
RUSSIA  
President Putin’s choice of a replacement for the retiring 
CB President makes it clear that he means to get a 
tighter grip on this supposedly independent institution, 
and this, in turn, means that interest rates will be cut to 
spur economic growth, inflation risks notwithstanding. 
Lower rates could lead to increasing capital flight.  
 
TURKEY  
The ceasefire declared by Abdullah Ocalan, head of the 
PKK, is the clearest signal yet that he and Prime 
Minister Erdogan are making progress in paving the 
road to an end to a war that has lasted for three decades. 
Turkey would benefit economically as well as politically 
and this time the openness of the process encourages 
some optimism. 
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