
� � � � � � � � � 	 � 
 � � � � 	 � 
 	� � � � � � � � � � � � � � � � � � � � � � � � � 	 � � � � � � � � � � � � � � ��  ! " # " � $ " % & ' ( ! & ) * ' + ! � % #, ' # #  - + . #  % " / � 0 � + � &  % & 1 1 # ( % � 2 3 % & ' ( ! 4 � 5 � � � � � � � � � 6 7 � � � � 8 �9 � � � � : ; < � � : � � ; � � � = � < <> � � � � � � ? � � ? � � 	 �. @ A B C @ �1 ( * ' + ! � % # . ' ( ! &  D D D D D D D D D D D D D D D D D D D D D. @ E F @ @ G H1 # ! 3 � ) # + # $ ' ( & + / # ( # ! � ( & + I 2 I % J K L M K G EN K G O N* P 1 & ( $ 2  % " 2 + # . 2  Q R  2 ! � &  2 32 + + & % � 2 ! � &  / @ A @ G O K G ED D D D D D D D D D D D D D D D D D D D DD D D D D D D D D D D D D D D D D D D D D* B S G ! K T J B C , % � � � � � � � 8 � � : � 5 ! K T J B C U @ V V L G W 3 3 P � 6 � � � X � % J K L M K G E/ K Y L O U B J A V B G , % K G O P K E C L Z L K . [ C G V � � � � � � � 8 � � : � 5 2 J J @ G \ & Y @ C T 3 3 P � 6 � � � X �/ @ A @ G O K G E� � � � � � ] : � � � � � � � ; � 	 ; � � ; � � ; � ^ 7 � � � � � 5 � � : � ; � 
 � � � � � � 5 � � 	 �D D D D D D D D D D D D D D D D D D D D D* [ O W M @ G E



1 C * [ V E L Z @ . [ C E B G H	 _ ` X � 8 � � � � � 5 � X � � � � � � � � � � a � � < � 6 � � � � 6 � � � � � � � � � � ] � : � � � � : � � � � � � � 5 � X �> � 6 � � : � � � � 7 b a � � ] � � � c � � � � � � � � � � � � � 8 � � � � : d 9 > � � : � � 4 D < � � e � : � � � � � � � � � � : � �a � � < � 6 � ; 6 � � f X � 8 X � � � � � � 8 � � � � : � � � 
 � � � � � � 5 � � � � ; � � : f X � � � � � � � � � � 5 : � � � f � � �
 � � � � � � 5 � � 	 	 _ ` X � > � 6 � � : � � � X � � c � � : � � � � � � X � � � � � � � � 5 : � � � � � � � � � : � � � � � � X � g �� � � � : � � � � : � � � X � � � � � � ; � � : � X � � � � � � � � � � � � � ] � � � X � � 6 � � � X � � � � � � � � � � � �� � � � � � � : � � ] _� _ ` X � � � � � � � � � � � � � 8 � � � � : 6 � � � � � ; � � 
 ; h � h = � ] � � � � � � b � � � � � i = 4 9 j � � � � X � � � � � �� � � � k � 8 � � � � � ] � � � X � � f � � � � � � � � � � X � > � 6 � � : � � � l � 9 � � � � � b � � � c � 8 � � � � � � c c � � � � � � � :f X � � � � � 8 � � � � � 5 � 5 � X � 7 b a � � ] � � m � � � b � � � c � 8 � � � � � � : � � � X � 
 � � � � ` � � � � ; � � � X: � � � : � 
 � � � � � � 5 � � � � _ ` X � 
 � � � � 4 � : � � c � � � � = � � � � � � i 
 4 = j � c � 5 � � � � � � � X �� � � � � � � 5 : � � � : � c � � : � : � c � � � X � � � 8 � � � � � � � � � 6 � � � � � � � � � f � � � � � 7 � � � � � 5 � � � � � � : �
 � � � � � � 5 � � 	 	 ; � � � � � � � : � 5 � � 6 � � � � 8 � � � � X � � � 4 � � � � � X � � � : � � � � _ ` X � � � 4 � �: � 6 � � � : � � � X � 
 � � � � ` � � � � � � �i
in respect of any day, the Argentine Coeficiente de 

Estabilización de Referencia published in respect of such day 
by the Banco Central de la Republica Argentina (“the BCRA”) 
as reported

� � � � � � �
website

_
The CER is calculated according 

to Resolution 47/2002 of the Argentine Ministry of Economy.
j4 � � � � � � � � � � ^ ? � � � � 8 � � � � � � � : � 6 � � � � � � 6 � � 8 � � 8 � � � � � � ] � X � � � 4 f X � 8 X � � g � � g � � � � � � ]� � � � X � 5 6 � ] � � � � 6 � � � � X � i

Índice de Precios al Consumidor
j ; � � � � � � ] = � ] � � � � � � l �� � � � X � 5 � � � � � � � � b � � 8 � n � : � o � i � b n j � 6 � � m � � � � � = � � � � � � � 5 � � : p � � � � � � m � � � � �= � � � � � i p m = j � ; 8 � � 8 � � � � � : � � : c � � � � � X � : � 5 � X � i

Instituto Nacional de Estadística y 
Censos

j ; � X � = � ] � � � � � � n � � � � � � � � � 6 � � � � � � � � 9 � � � � � � � 8 � ; e � � f � � � n � > � � _ n � > � �� � � � � � 8 � : � X � � � � � X � 5 � b n � � � � � f � � � � � � � 5 � X � � � g � � � X : � 5 � 6 � X � 6 � � � � f � � ] � � � � X _` X � m � 4 = � � � : � X � � 6 � ] � � � � � � � � � � � 8 � � X � � � 4 � � � � � f � � � � � � ; f X � 8 X � � : � : � � �: � � � 5 � � � � � _ = � � X � � � � � � 6 � X � � � � � � � 6 � X � � � � � � � X � � � � X � : � 6 8 � � 8 � � � � � � � c � � � � � � � � �4 � � � � � � � � � � ^ ? � � � � f X � 8 X f � � � � c � � 8 � ; � � : X � : � � � � � � � 8 � q 8 � � � � � � � � � ; f � �n � > � � l � a � � X � : � � � ] 5 	 � ; � � � � X � � � � � � f X � � � � � 6 � � � � : � � � � � X � � � � � � _� _ ` X � � � 4 � � � X � � � � � � � � � � 7 � � � � � 5 � � � � � ; 8 � � � � : � � 4 r s r t r u v ; f � � ; � � : f � � � � 8 � � : � : � �� X � � � � � � � � ; 	 _ ^ � 	 ^ _ = � � X � a � � � � � � 5 > � � � � X � � � 4 8 � � 8 � � � � � : � � : c � � � � � X � : � 5n � > � � f � � � _ � � � h ; � � : � 5 � � 6 � � � � 8 � � � � X � � 6 � ] � � � � � � X � � � 4 w r s u v � X � > � 6 � � : � � �c � � : � � � � � � X � 
 4 = � X � � � � � 6 d 9 x 	 ^ � ; � � 	 ; � � 	 _ � � ; 8 � � 8 � � � � � : � 5 � � 6 � � � � 8 � � � � � _ = �f � � � � � � � � � ; � X � � � � � � � � � � � � � � � � � X � � � X � � � X � : � � � � � i � � 4 � g � � � j f X � 8 X X � :� 8 8 � � � � : � � : f � � 8 � � � � � � � � ] � � � X � g � � � � � � � � : � � � ; � � 8 X � � � � � � � � ] � � X � � � � 8 � � � � � � �= ] � � � � � : � � � X � � � � � � � f X � 8 X f � � � � 6 � 8 � � X � > � 6 � � : � � � ; � 8 � � � ] � X � � � ] X � � � � � f y � � e� 6 6 � 8 � � ; � � � � D : � � � � � � � � � X � � � 4 w r s u v _ � � : � X � > � 6 � � : � � � � � � � � 8 � � � � � � � = ] � � � : � � �� � ; � X � � � � � � � � � � � � � � � � � X � � � X � � � � : � � � � � c � � d 9 x � ^ � ; � � � ; � � � ; � � 8 X � X � � � �8 � � � � � � X � � � � � � 8 � � 6 � � � � d 9 x 	 � � � � � � � � � � � : � � � ] � � 6 � � � � � � 8 X � 6 8 � � � � � 8 � _� _ ` X � 8 � � � � � � c � � g � � � � � � ; � X � � � � k � 8 � � 6 � X � : � � c � � � � � 6 � � � � � ; � � � X � c c � � � � � � � � � � � � �� 6 � X � 
 � � � � ` � � � � ; � � : � X � 5 � � � � � 6 � � � � f � �� � �
 

i
CER Event means the occurrence of one or more of the 

following: 



 (a) the CER is not timely announced by the BCRA; 
or  

 (b) the CER is replaced by a successor index; or  

 (c) the CER is no longer published and has not been 
replaced by a successor index; or  

 (d) The Republic of Argentina, or any of its 
agencies, instrumentalities or entities (including, 
without limitation, the BCRA) by means of any 
law, regulation, ruling, directive or 
interpretation whether or not having the force of 
law, takes any action which legally or de facto 
prevents or has the effect of restricting or 
limiting the calculation or announcement of the 
CER or any of the values used to determine the 
CER.
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If a CER Event has occurred and is continuing on the 

ARS Valuation Date then CERFINAL shall be determined 
and CERINITIAL may be recalculated as for January 23, 
2006 if determined to be necessary by the Calculation 
Agent, such determination and recalculation (if any) to 
be made by the Calculation Agent in good faith and in a 
commercially reasonable manner based on such 
available market information and other information as 
it deems necessary and relevant, including the new 
calculation method applicable to (i) the successor index 
or to (ii) the securities issued by the Republic of 
Argentina linked to CER or other obligations of the 
Central Bank linked to CER. 

 Notwithstanding any provision in the Notes that the 
determinations of the Calculation Agent are binding 
absent wilful default, bad faith or manifest error, the 
Calculation Agent’s determination of CERFINAL or 
CERINITIAL after the occurrence of a CER Event will only 
be binding if such determination is in good faith and in 
a commercially reasonable manner.
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34. Ms Trabuchi and I attended the meeting, which lasted 

approximately two and a half hours. Mr Moreno asked 
questions throughout the meeting about specific items included 
in INDEC CPI, and about the methodology for calculating 
INDEC CPI. Whatever answers we gave, he laughed at us and 
was abusive throughout the meeting, saying that we were 
incompetent. He also said at that meeting that his department 
wanted to lower inflation, specifically because of the effect it 
had on CER-linked government bonds.  The reason for this was 
that if the CER was low, the payments the government had to 
make to international bondholders was much lower than it 
would have been if the INDEC CPI reflected true inflation in 
Argentina.  Moreno said that he wanted all the items in the 
basket at zero per cent inflation. He also said that if we did not 
lower the INDEC CPI we were acting against the interests of 
the country and reminded us that he was a Secretary of State. 
In my opinion he expected us to comply with his instructions. 

35. The meeting finished with Ms Trabuchi saying that while 
Mr Moreno might not agree with our methodology, we did our 
best from a technical perspective; Mr Moreno's response to this 
was to say that the dictators in Argentina in the 1970s "did 
their best". He went on to say that if we did not provide him 
with the data he requested, he would do "as they did in the old 
Peron times", and sit down at the front entrance to INDEC and 
take each CPI surveyor away to "have a coffee with him" as 
they came into work at the INDEC building in the morning. I 
took this to be a direct threat against the confidentiality and 
safety of the data that INDEC surveyors delivered each 
morning (he implied he would personally alter such data) and, 
consequently, that he was threatening to manipulate the 
INDEC CPI.
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INDEC employees reported serious manipulation by the 

authorities of that national organisation. Through a press 
release the employees of the Consumer Price Index department 
indicated that since Monday 30 April, Beatriz Paglieri and her 
three trusted colleagues . . . have been deleting prices from the 
CPI database since April.
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Because the official statistics institute methodological 

intervention remains firmly in place, CPI measurement 
distortions continued in May, much as expected. . . . Seasonal 



patterns suggest that CPI inflation will remain modest in June 
. . . Following that, a pickup should be expected in July . . . the 
magnitude of the pickup will likely remain capped by INDEC's 
methodological changes, similar to what happened last 
January. The extent of CPI inflation underreporting - which 
according to JP Morgan estimates stood close to 40% in 1Q - 
gets harder to estimate as time goes by and distortions are 
amplified.
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We believe that the Argentine government has taken certain 

actions in the course of the last two years by means of . . . 
(INDEC) to manipulate the . . . (CPI).  Such manipulation of 
the CPI affects the CER as reported by the 

� m � 4 = �
, which in 

turn adjusts the principal due under our Note at maturity.  
Since INDEC has taken action which limits the appropriate 
calculation of the CER and affects values used to determine the 
CER, such as the CPI, we expect that you, as Calculation 
Agent, determine the 

� 
 4 = �
 with respect to the ARS Valuation 

Date in a commercially reasonable manner as mandated by the 
terms of the Note and not follow the official but erroneous CER 
being published by 

� m � 4 = �
or any other arm of the Argentine 

government.
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because the 
Argentinean Government has during the term of the Notes taken action which has 
legally and/or de facto had the effect of restricting or limiting the calculation of the 
CER and/or values used to determine the CER
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(i)  Argentine Pesos Exchange Rate Risk  

The amount of any payment on the Notes of principal in U.S. Dollars will be 
affected by the exchange rate of Argentine Pesos to U.S. Dollars, since the 



underlying amounts by reference to which U.S. Dollar amounts are 
determined are in Argentine Pesos.  The USD equivalent of the ARS 
Nominal Amount adjusted by the CER rate and any payments due under the 
Notes will be based on the exchange rate of Argentine Pesos to U.S. Dollars 
and that of the CER rate.  Currency exchange rates and inflation rates may 
be volatile and will affect the USD equivalent return to the holder of the 
Notes.  The movement of the currency exchange rates and of the CER rate 
could result in any amount due under the Notes being less than the initial 
USD paid for the Notes.  As a result, a holder could lose a substantial 
amount of its investment in these Notes.  

(ii)  Potentially Limited Market  

There may exist at times only limited markets for the Notes and for the 
obligations linked to the inflation index to which the Notes are linked, 
resulting in low or non-existent volumes of trading in the Notes and such 
obligations, and therefore a lack of liquidity and price volatility of the 
Notes and such obligations.    

(iii)  Noteholder Analysis of Risk  

The Notes are complex instruments which involve a high degree of risk and 
are suitable for purchase only by sophisticated investors who are capable 
of understanding the risks involved.  In particular, the Notes should not be 
purchased by or sold to individuals and other non-expert investors.  Each 
prospective purchaser of Notes must determine, based on its own 
independent review of the business, financial condition, prospects, 
creditworthiness, status and affairs of the Issuer, the CER rate, the 
ARS/USD exchange rate and the Notes and of the rights attaching to the 
Notes (without reliance upon the Issuer or any Dealer or any of their 
affiliates) and such professional advice as it deems appropriate under the 
circumstances. 

(iv)  Because the Calculation Agent is an affiliate of the Issuer, potential 
conflicts of interest may exist between the Calculation Agent and the 
Noteholders of the Notes, including with respect to certain determinations 
and judgments that the Calculation Agent must make as to the amount (if 
any) due on redemption of the Notes.     

(v)  The terms of the Notes entitle the Calculation Agent to exercise discretion 
in determining an applicable exchange rate.  Although the Calculation 
Agent will make any such determination in good faith, any such 
determination may have adverse effects on the market prices, rates or other 
market factors underlying the Notes.  In addition, different dealers may 
arrive at different rates.  Consequently, the Calculation Agent cannot and 
does not represent to investors that the rates, determined by the Calculation 
Agent will be the most favourable rates to investors or the rates that are 
available in the market generally.
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Operationally, the CPI is an indicator that seeks to reduce 

large amounts of data to manageable sizes, in order to obtain 
useful measurements as accurate as possible, always within the 
scope of its limitations.  Its design is consistent with the 
purpose of achieving a reliable, accurate, representative, 
understandable, coherent, comparable, useful, and timely 
indicator. . .   

A price index’s statistical reliability depends upon the 
representativeness of collected price information, on the 
representativeness of the weights attached to the goods and 
services included in the basket, and on the calculation 
formulas.
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