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Ou} of Crisis Mode?

After declaring an energy crisis, the Macri administration has sought to repair its struggling en-
ergy sector by actively seeking foreign direct investment. Macri is pictured here at the launch
of the RenovAr renewable energies program in May. // Photo: Argentine Government.

In an attempt to improve Argentina’s international credibil-
ity for its economy, the country’s government on June 15
released its first set of official inflation figures since Pres-
ident Mauricio Macri took office late last year. Since 2013,
the International Monetary Fund has said Argentina’s official inflation
index has been inaccurate, accusing the government of underreporting
economic problems. Meanwhile, the Argentine government has been
pushing to boost investment in its energy sector in order to lower the
country's reliance on imported energy, which weighs heavily on the
country’s fiscal deficit. Will releasing inflation statistics ultimately help
or hinder Macri’s push for more international investment in Argentina’s
energy sector? What policies should the government pursue as it tries to
pay down its debt while expanding the energy sector? Will the effects of
efforts to decrease reliance on imported energy arrive in time to make a
meaningful impact on Argentina’s economy in the near-term?

Carlos St. James, founder of the Argentine Renewable Ener-
gies Chamber: “Argentina’s credibility problem is far greater
than any of its economic woes, so the government needs to
focus on transparency, data accuracy and acting profession-
ally. The latter was shown clearly when the energy minister declared an
energy crisis as soon as he took office—and also set the crisis’ end: Janu-
ary 2018. The Macri administration has until then to show clear progress.
Ministry staffers are being dispatched around the globe to make the case
for investing in the Argentine energy sector. They've announced a tender
to attract capital into long term energy generation assets, most notably

Continued on page 3

TransCanada on Friday filed
paperwork to recoup some
$15 billion from U.S. taxpayers
following U.S. President Barack
Obama'’s decision to reject the
construction of the Keystone XL
pipeline in November of last year.
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Union Oil and Gas
Group Plans to
Enter Nicaragua

Privately-held Union Oil and Gas
Group plans to sign an explora-

tion agreement with Nicaragua’s
state oil company, Petronic.
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PDVSA Signs
Agreements With

Service Firms

Venezuelan state-run oil company
PDVSA, led by President Eulogio
Del Pino, has signed financing
agreements with oil field services
companies following payment
difficulties.
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Del Pino // File Photo: Venezuelan
Government.
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OIL & GAS SECTOR NEWS

TransCanada Seeks
$15 Billion from U.S.
Following Rejection
of Keystone XL

Alberta-based energy infrastructure firm Tran-
sCanada on Friday filed paperwork to recoup
some $15 billion from U.S. taxpayers following
U.S. President Barack Obama’s decision to
reject the construction of the Keystone XL
pipeline in November of last year, the Lincoln
Journal Star reported Tuesday. TransCanada,

Girling // File Photo: TransCanada.

headed by CEO Russ Girling, filed paperwork
seeking reparations through arbitration allowed
under a provision of the North American Free
Trade Agreement (NAFTA), arguing that it
believed the pipeline would gain approval and
that it had been rejected for political rather
than more substantial reasons. In the filing,
TransCanada says the Obama administration
repeatedly delayed giving a decision on begin-
ning the construction of the pipeline, which
would cross over the border between the Unit-
ed States and Canada. The approval process
took over seven years and, according to the
company'’s filing, left TransCanada with no oth-
er option than to continue spending money on
the project. Over the seven years, the Keystone
XL pipeline became politically controversial,
with many environmental groups opposed to
its construction and frustrated with the Obama
administration for not taking what they saw as
adequate steps toward limiting greenhouse gas
emissions. “President Obama wanted to prove
his Administration’s environmental credentials

to a vocal activist constituency,’ TransCanada
says in the paperwork. “Keystone XL was no
longer just part of the network of hundreds

of thousands of miles of other oil pipelines
crisscrossing the United States, but a symbol
of the entire oil industry.” Opponents of the
pipeline criticized TransCanada’s efforts to
recoup U.S. taxpayer dollars, saying the move
highlights how foreign corporations manipulate
trade agreements to influence U.S. domestic
environmental policies. “TransCanada is trying
to bully the American taxpayers and President
Obama and any future president in that they
should not dare mess with big oil,” Jane Kleeb,
founder of Bold Nebraska and the multi-state
Bold Alliance, said Monday. The NAFTA
process could take years and would be heard
by a three-person tribunal. TransCanada said it
spent $3.1 billion on the Keystone XL project.
It said the $15 billion it seeks would take into
account lost value of its investments and
economic return.

Argentine Oil
Workers Go
on Wage Strike

Approximately 24,000 Argentine oil workers
went on strike Monday to demand higher
wages, Reuters reported. The work stoppage
affected national oil company YPF as well

Oil workers are striking
for higher wages to
match the inflation rate.

as private oil firms in the Chubut, Tierra del
Fuego, Santa Cruz and Mendoza provinces.
Workers threatened to expand work stoppages
if negotiations did not yield a change in wages
and job security. Union leaders expected the
work stoppage, which started at midnight on
Monday, to affect crude output, which averaged
532,000 barrels per day last year. Almost all Ar-
gentine oil is used domestically. Labor strikes

NEWS BRIEFS

PDVSA Signs
New Agreements
With Service Firms

Venezuelan state-run oil company PDVSA has
signed financing agreements with Hous-
ton-based oil field services companies Halli-
burton and Weatherfield following high-profile
payment difficulties, Reuters reported Thurs-
day. PDVSA currently has more than $20 billion
in outstanding bills to providers, which has
caused contractors to slow work. PDVSA Pres-
ident Eulogio Del Pino said the company is in
negotiations with other companies as well. Del
Pino did not offer details on the agreements
reached with Halliburton and Weatherfield. The
two companies declined to comment.

McDermott Wins
$454 Million Platform
Contract from Pemex

Houston-based oil services company McDer-
mott International said Monday it has been
awarded a $454 million contract from Mexican
state oil company Pemex for engineering, pro-
curement, construction and installation work
on the Abkatun-A2 platform. McDermott said it
is the largest project in size and total value for
the company to-date from Pemex. Located in
Mexico's Bay of Campeche in 124 feet of water,
the platform is scheduled to be handed over to
Pemex in the fourth quarter of 2018.

Union Oil and Gas Group
Plans to Enter Nicaragua

Privately-held Union Qil and Gas Group plans

to sign an agreement with Nicaragua’s state

oil company, Petronic, to search for hydrocar-
bons in four offshore oil and gas blocks in the
Sandino Basin, Energy Voice reported Sunday.
The deal marks the Uruguay-based company’s
first expansion into Central America after
recent deals in Peru, Paraguay, Uruguay and
Bolivia. The blocks are located in a basin where
Norway's Statoil is already operating.
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for higher wages are common, due to the
country’s inflation, which is currently estimated
by the government to be about 40 to 42 percent
a year. While YPF has offered strikers a wage
increase of 30 percent, workers in the four
Argentine provinces have continued to strike.
“That showed good faith on the part of the
government, but it's a long way from the 42 per-
cent we are asking for,” said Eduardo Tavella,

a spokesman for the Union of Private Oil and
Gas Workers. Workers in the Neuquen province
returned to work Monday, after striking a deal.
Neugquen is home to the world’s second-largest
shale deposit, Vaca Muerta.

Harvest Natural
Resources to Leave
Venezuela Market

Financially struggling Harvest Natural Resourc-
es on Thursday announced that it is leaving
Venezuela and selling all its assets there for
about $100 million to an Italian-Venezuelan
consortium called CT Energy. Last month, the
Houston-based company said that during the
first three months of 2016, its Petrodelta unit
drilled and completed six development wells in
Venezuela and sold 3.96 million barrels of oil
at an average of 43,507 barrels of oil per day,
an increase of 9 percent over the same period
in 2015.

RENEWABLES NEWS

Brazil’s Wind Energy
Generating Capacity
Jumps by 560 Percent

Brazil's wind energy generation increased more
than 560 percent between 2010 and 2014,
SeeNews reported last week. According to data
released by the Brazilian Institute of Geography
and Statistics, or IBGE, power from wind sourc-
es surged from 2,177 GWh to 12,210 GWh per
year over those four years. Despite that growth,
wind energy still contributed only 2.1 percent

to the Brazilian energy mix in the study period,
while hydropower remains the source with the
highest share, accounting for 63.2 percent of

Wind energy only made up
2.1 percent of Brazil's
energy mix over the
period, compared to
63.2 percent for hydro.

the energy mix in 2014. Brazil's northeastern
states registered 76 percent of all the installed
wind capacity in the country during the period
in question, with Rio Grande do Norte at the
top with a 31 percent share. More recently,
Brazilian wind farms accounted for 7.2 percent
of total power supplied through the national
grid on June 22, a daily record reached thanks
to good wind conditions and the expansion of

installed capacity, RechargeNews reported last
Friday. In related news, German turbine maker
Enercon GmbH said last week it is planning to
build its own wind farms in Brazil, Bloomberg
News reported. The company bought some
50,000 acres of land in the northeastern state
of Piaui, an area big enough to build about

1 gigawatt of wind capacity, according to
Fernando Real, president of Enercon’s Wobben
Windpower unit in Brazil, with plans for $2.7
billion in investment. The company’s goal is to
sell the wind farms once they are developed
and to supply turbines for the projects.

YPF to Open First
Wind Park in 2017

Argentine state-run energy company YPF
expects to begin generating power from its
100 megawatt wind park in Chubut province
by October 2017, SeeNews reported Monday,

FEATURED Q&A / Continued from page 1

seeking one gigawatt in fresh renewable
energy—in which significant weight will be
given to projects that can be generating by

‘ The big picture shows
a government trying
to resolve decades of
mismanagement and
short-term policies.”
— Pablo Rueda

December 2017. The government is also
making the most of thawing relations with
supranational organizations. The World
Bank, for example, will provide a guarantee
for this same tender to reduce off-taker
(essentially, sovereign) risk. Releasing
inaccurate or doctored economic data would
be the death of the Macri government from
an investor standpoint. Foreign investors
may be traveling to Argentina these days,
but only the boldest (and locals, who have

the best understanding of what is taking
place) are actually investing. If they stay the
course, the energy crisis will be over by the
self-imposed deadline; the renewable energy
tender may even be over-subscribed.”

Pablo Rueda, partner at Buenos
Aires-based law firm PAGBAM:
“Releasing inflation statistics
favors international investment
in Argentina's energy sector as well as other
sectors of the economy. Hiding inflation
figures and other comparable measures
the past administration took have proved
useless to resolve economic problems,
let alone to serve as long-term policies to
attract foreign investment. Inflation is now
being tackled at its root: the fiscal deficit.
However, it is also true that the resolution of
this deficit is being slowly corrected to avoid
aggravating the fragile economic situation,
as well as to sustain incentives to new
investments entering the depressed oil and
gas and electricity sectors, as well as the

Continued on page 6
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citing local media. The wind farm in Manantia-
les Behr will have 30 3.4-megawatt turbines.
The total cost for the construction of the wind
farm is expected to be about $120 million. The
move will be YPF’s first major step in providing
renewable energy; the firm is also looking into
investing in solar photovoltaics, biogas and
the production of lithium batteries. It is also
currently conducting tests for a tidal energy
project in the Strait of Magellan in the Tierra
del Fuego region.

POLITICAL NEWS

Senate Passes
Puerto Rico Debt Bill

Legislation aimed at avoiding a catastrophic
debt default for Puerto Rico passed the U.S.
Senate with solid bipartisan support Wednes-
day, the Hill reported. President Barack Obama
is expected to sign the bill into law before
Friday, when Puerto Rico had been expected to

¢G

| wish we had done
more, but I'm satisfied
that this will be a broad,
broad step forward.”

— Harry Reid

default on $2 billion in debt payments. Alejan-
dro Garcia-Padilla, the governor of Puerto Rico,
wrote in a commentary in CNBC Wednesday
that Puerto Rico does not have the ability to
repay the $70 billion debt that was generated
by past administrations and their creditors. “No
amount of contingency planning can shield us
from the fallout of the defaults in the coming
days; no amount of contingency planning will
replace the necessity of a debt restructuring
regime,” Garcia-Padilla wrote. The legislation—
called the Puerto Rico Oversight, Management
and Economic Stability Act, or PROMESA—es-
tablishes a board to oversee the U.S. territory’s
finances. “The alternative to this bill was to
throw this into the courts, where creditors

ADVISOR Q&A

What Does the Brexit Mean for

Latin America?

In a surprise decision, voters in

the United Kingdom decided on

Thursday to leave the European

Union, a move that shook finan-
cial markets and called into question future
economic growth and political stability in
Europe and beyond. What are the implica-
tions of the “Brexit” for Latin America and
the Caribbean? How will the decision alter
the status of free-trade agreements in place
and those under negotiation? What are the
political implications for the region of the
United Kingdom's turn toward “indepen-
dence”?

Arturo Sarukhan, member of the
Advisor board and former Mex-
ican ambassador to the United
States: “With their vote in favor
of Brexit, Britons have thrown a spanner in
the works of the European Union, jeopar-
dized the TTIP negotiations with the United
States, and forced the two Latin American
nations that have free trade agreements
with the E.U.—Chile and Mexico—to start
contemplating the challenge of initiating
negotiations with a U.K. outside the Union.
But more critically, Brexit has injected new
energy into populist currents that are roiling
politics on both sides of Atlantic. The vote
comes at a time of worldwide uncertainty,
with the global economy at a potential
inflection point. The dark forces of history—
nationalism, fragmentation and xenopho-
bia—could simply skyrocket. While it would

would be seeking protections of their individual
interests even if orders to pay creditors meant
leaving no funds to pay for schools, hospital
and police and fire," Treasury Secretary Jacob
Lew told reporters Wednesday. The Senate bill
passed in a 68 to 30 vote Wednesday night
after the measure overcame a key procedural

be too deterministic—and simplistic—to
state that what has happened in Britain will
have direct implications for the Americas,
Brexit could be like manna from heaven for
an isolationist, demagogue and nativist like
the presumptive Republican presidential can-
didate. And it will certainly be relevant not
only for the way in which the two campaigns
in the U.S. react to the tectonic shift that
has just taken place in Europe, but also for
how citizens across the Americas interpret
the motivations and reasons for how Britons
voted. It's not just that Brexit has channeled
skepticism or outright rejection of economic
interconnectedness and globalization. It
again points to a fundamental conundrum of
our age. Thanks to digital platforms, social
media and the real-time connections that the
Internet has unleashed, there is a growing
cleavage between society and public policy;
while the demands, aspirations and con-
cerns of citizens ride in an express elevator,
the responses of national governments to
those demands use the stairs. Brexit again
shows that in the 21st Century, we have
more knowledge, but less wisdom; more
data but less judgment; and wider connec-
tions but deeper balkanization.”

EDITOR’S NOTE: More commentary on this
topic appeared in Monday's issue of the
Latin America Advisor.

hurdle earlier in the day. Some Democratic
senators, fearing the bill took too much power
from local authorities in Puerto Rico, had
threatened to hold up the measure with amend-
ments, a move that would have put the bill
back in the House next week, past Friday’s debt
payment deadline. “I wish we had done more,

COPYRIGHT © 2016, INTER-AMERICAN DIALOGUE


http://www.thedialogue.org/wp-content/uploads/2016/06/LAA160627.pdf

LATIN AMERICA ENERGY ADVISOR

July 1, 2016

NEWS BRIEFS

Bolivian Workers’
Strike Over Enatex
Closure Turns Violent

At least nine people were injured in Bolivia on
Wednesday and 29 were arrested in clashes
between protesters and security forces on the
first day of the 72-hour textile worker strike,
EFE reported. Four police officers were among
the wounded. The strike has been called by
the Bolivian Workers Central (COB), a union
opposing the closure of the state-run textiles
firm, Enatex, which resulted in 850 jobs lost.
The strike began with street blockades and
marches in several cities, but the biggest clash
was in Cochabamba, where police fired tear
gas at workers who responded with violence.

Pacific Alliance Business
Summit Gets Underway

The Third Pacific Alliance Business Summit
gets underway in Chile today, bringing more
than 500 business people together for meet-
ings on integration and innovation, Peruvian
state news agency Andina reported. The heads
of state from Chile, Colombia, Mexico and
Peru, the four alliance members, will be joining
the discussions and then meeting later this
week in Puerto Varas for the eleventh time
under the Pacific Alliance summit process. The
four countries claim a population of 216 mil-
lion people and represent 38 percent of total
GDP in Latin America and the Caribbean.

Peru Seeks to Formalize
Micro Business Banking

Peru's economy ministry has projected that 50
percent of micro- and small-sized enterprises
will rely on formal financial instruments by
2021, state news agency Andina reported Mon-
day. Only 6.5 percent of those sized compa-
nies currently use formal banking instruments.
The ministry has set a goal that 75 percent of
adults hold formal banking accounts by 2021.
The rate currently stands at 29 percent.

but I'm satisfied that this will be a broad, broad
step forward,” said Senate Minority Leader
Harry Reid (D-Nev.) Wednesday, adding that he
backed the bill because of the “humanitarian
disaster” facing Puerto Rico.

Questions Over
Trade, Trump
Loom Over Three
Amigos Summit

The leaders of Canada, the United States
and Mexico were pressed to emphasize their
commitment to free trade and integration

at the “Three Amigos” summit in Ottawa on

Peiia Nieto, Trudeau and Obama (L-R) // Photo: Govern-
ment of Canada.

Wednesday, The Wall Street Journal reported.
In a joint press conference, Prime Minister
Justin Trudeau, Mexican President Enrique
Pefia Nieto, and U.S. President Barack Obama
were repeatedly asked about calls this week
from Donald Trump, the presumptive Republi-
can presidential nomineg, to renegotiate the
North American Free Trade Agreement and to
abandon the 12-nation Trans-Pacific Partner-
ship that the three nations are part of, as well
as the United Kingdom'’s decision last week to
leave the European Union. “The prescription
of withdrawing from trade deals and focusing
solely on your local market, that's the wrong
medicine,” Obama said. “Trying to abandon
the field and pull up the drawbridge around

us is going to be bad for us,” he added. The
agenda for the talks this week focused on
advancing gender equality and gay rights, as
well as economic goals related to clean energy,
border crossing efficiency and better-coordi-
nated industrial ties, such as “cluster asset

mapping” to identify regions with intercon-
nected companies, suppliers and institutions
and help attract new industries, the Canadian
Press reported. The leaders agreed to generate
50 percent of the three countries’ electricity
from clean power sources by 2025, including
support for cross-border transmission lines
and new infrastructure for renewable energy.
International peacekeeping returned to the
continental security agenda with this summit,
CBC News reported. Canada pledged to help
train Mexican forces as peacekeepers, and
the three countries are exploring options for

a military peacekeeping mission in Colombia.
Elsewhere in the Americas, the trio also found
common cause against “irregular migration”
from Central American nations, pledging more
funding to address limited economic opportu-
nities, poor education and health services and
gang violence in those countries. Their joint
statement also condemned the political and
economic crisis underway in Venezuela.

Brazil Labor Market
Remains ‘Very Weak’

Brazil's government said Wednesday that the
country’s unemployment rate rose to 11.2
percent between March and May this year, up a
full percentage point from the previous three-
month period, The Wall Street Journal reported.
Average monthly wages fell to 1,982 reais
($582) adjusted for inflation, according to data
released by the Brazilian Institute of Geography
and Statistics. Formal salaried employment in
the private sector shrank 4.2 percent year-over-
year, while employment in the informal sector
remained relatively flat. Wall Street economists
expect the labor market to deteriorate further
given the forecasted weak performance of the
economy, particularly of the labor-intensive
services sector. “The labor market remains very
weak ,” Goldman Sachs economist Alberto Ra-
mos told clients Wednesday in a research note.
Brazil is struggling with one of the worst reces-
sions in its history. Gross general government
debt recently surpassed 68 percent of GDP.
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currently top-of-the-agenda renewable ener-
gy sector. On the positive side, the collapse
of international energy prices has reduced
the Argentine fiscal deficit by more than

two GDP points, providing some relief to the
Argentine economy. On the negative side,
this collapse raises doubts about the conve-
nience of developing domestic oil and gas
production through government subsidies
which in turn impact in the fiscal balance,
when domestic prices today are well above

‘ ‘ If they stay the course,
the energy crisis will
be over by the self-

imposed deadline.”

— Carlos St. James

international prices. However, Macri's admin-
istration is still sustaining these subsidies to
boost domestic energy production in order
to mitigate unemployment and other social
effects of economic recession. Furthermore,
the energy self-supply target that followed
the YPF expropriation in the last years of

the previous administration is still a target
of the new administration. The big picture
shows a government trying to resolve
decades of mismanagement and short-term
policies, without choosing neither drastic nor
shortcut paths, but rather taking the difficult

path of a transparent and austere long-term
policy, in a country full of impatient people
very much accustomed to take more than
what they are willing to give.”

Pablo Ferrara, energy consul-

tant, member of the Argentine

Institute of Energy and guest

columnist at Perfil in Buenos
Aires: “Transparency is a prerequisite of
good, proper and correct economic synergy.
That is the reason the IMF considers trans-
parency a cornerstone: without the faintest
perception to de facto reality, it is impossible
to start building up policies. Compliance
with the law and opening up the market are
the two leading policies for the government.
However, not only must they go hand in
hand, but also they must be implemented
gradually. That is the key for curing sickness
—otherwise, administering the dosage all at
once may bring unnecessary pain or even
kill the patient. The effects of the current
measures are likely to be seen within six to
12 months, taking into consideration time
to increase energy generation capacity. In
my opinion, the results of this energy policy
shall come in the midterm, and not in the
short term.”

The Advisor welcomes comments on its Q&A
section. Readers can contact editor Gene
Kuleta at gkuleta@thedialogue.org.

LATIN AMERICA ADVISOR

Financial
Services Advisor

The answers to questions that informed

executives are asking.

Upgrade your subscription with the Inter-American Dialogue’s

biweekly Financial Services Advisor. Send an email to

freetrial@thedialogue.org today.

SUBSCRIBE

LATIN AMERICA ADVISOR

is published every business day by the
Inter-American Dialogue, Copyright © 2016

Erik Brand
Publisher
ebrand@thedialogue.org

Gene Kuleta
Editor
gkuleta@thedialogue.org

Nicole Wasson
Reporter, Assistant Editor
nwasson@thedialogue.org

Jen Wagman
Editorial Intern

@ THEDIALOGUE

Michael Shifter, President

Genaro Arriagada, Nonresident Senior Fellow
Sergio Bitar, Nonresident Senior Fellow

Joan Caivano, Director, Special Projects

Kevin Casas-Zamora, Director,
Peter D. Bell Rule of Law Program

Ramon Espinasa, Nonresident Senior Fellow
Ariel Fiszbein, Director, Education Program
Alejandro Ganimian, Nonresident Fellow
Peter Hakim, President Emeritus

Claudio Loser, Senior Fellow

Nora Lustig, Nonresident Senior Fellow

Margaret Myers, Director, China and
Latin America Program

Manuel Orozco, Director, Migration,
Remittances & Development

Jeffrey Puryear, Senior Fellow
Tamar Solnik, Director, Finance & Administration
Lisa Viscidi, Director, Energy Program

Latin America Advisor is published every
business day, except for major U.S. holidays,
by the Inter-American Dialogue at

1211 Connecticut Avenue NW, Suite 510
Washington, DC 20036

www.thedialogue.org
ISSN 2163-7962

Subscription inquiries are welcomed at
freetrial@thedialogue.org

The opinions expressed by the members of the Board of
Advisors and by guest commentators do not necessarily
represent those of the publisher. The analysis is the sole
view of each commentator and does not necessarily
represent the views of their respective employers or firms.
The information in this report has been obtained from
reliable sources, but neither its accuracy and
completeness, nor the opinions based thereon, are
guaranteed. If you have any questions relating to the con-
tents of this publication, contact the editorial offices of the
Inter-American Dialogue. Contents of this report may not be
reproduced, stored in a retrieval system,

or transmitted without prior written permission

COPYRIGHT © 2016, INTER-AMERICAN DIALOGUE

from the publisher.


https://interamerican.z2systems.com/np/clients/interamerican/donation.jsp?campaign=60&

