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Argentina's Economic Slowdown Hurts 
Brazilian Industrial Exports

Duaring Argentine’s currency crisis in 
2001, the evolution of that economic 
environment had a limited impact on the 
Brazilian economy. Then with Argentine’s 
subsequent debt default in 2002, the 
international markets once again 
decupled Brazil from that crisis, and 
mitigated its effect on the Brazilian 
economy. However, the recent worsening 
of the economic slowdown in Argentina 
and the consequent collapse of Brazilian 
exports to that country in 3Q12 (down 
28.3% from 3Q11- see �rst graph) has 
had a signi�cant impact on Brazil.  
In recent years, the diversi�cation of 
Brazilian exports has somewhat reduced 
the importance of Argentina as a 
destination for its products. During the 
1990s Argentina accounted for more than 
13% of Brazil’s total exports, but last year 
it was responsible for a smaller 8.9% slice 

of the total. Nevertheless, it should be noted 
that Brazil’s exports to Argentina are almost 
90% industrial products, and that represents 
about 20% of Brazil’s industrial product 
exports.  It is also worth noting that since the 
1990s the internationalization of Brazil’s 
industrial sector has increased the focus on 
exports to where they now represent a much 
more signi�cant portion of the nation’s 
industrial production.  In fact, as can be seen 
from the second graph, only 10% of Brazil’s 
industrial production was destined for the 
international market in 1996. Now that 
�gure stands at around 18%, and before the 
2008 �nancial crisis it surpassed 20%. 
Argentina alone has become the destination 
for approximately 4% of all of Brazil’s 
industrial output. The problem is that when 
Brazil’s exports to Argentina fall more than 
20%, as they have in 2012, it causes the 
demand for industrial products to decrease 
on the order of one full percentage point. In 
other words, the loss of exports to Argentina 
accounts for more than half of the 1.7% 
reduction in industrial production that we 
are forecasting for 2012.
The automotive industry is the sector that 
has been most affected by this decline in 
exports to Argentina. In 2011, automobiles 
and auto parts made up 40% of Brazil’s 
exports to that country. The current decline in 
those exports together with shrinking 
domestic demand, caused by the tightening 
of credit for auto loans, has exacerbated the 
weakness of Brazil’s automotive sector in 
2012, and has led to its dependence on 
stimuli such as tax exemptions and the 
reduction of the IPI tax. The problem is that 
worsening conditions in the Argentine 
economy do not appear to be pointing to a 
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reversal in the short term. Argentina’s GDP 
growth has slowed signi�cantly and the 
forecast for 2012 is an expansion of less 
than 2%. Furthermore, this information 
could in fact be considerably worse, based 
on growing international suspicions that 
Argentina’s in�ation and GDP data are being 
manipulated. In September, the International 
Monetary Fund publicly warned Argentina 

that it could become the �rst country in 
history to receive punishment for not 
providing its economic information properly. 
The impact on Brazil has worsened to the 
extent that the economic slowdown has 
been accompanied by an increase of 
protectionist policies in Argentina, leading to 
the drop of more than 20% in Brazil’s 
exports to its southern neighbor.  
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MDIC: Brazilian Exports to Argentina
Variation in the quarter compared with the same quarter of last yea

Source: MDIC.
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CNI: Exportation Coefficients - General Industrial Production
Constant prices for 2007 (%)

Source: CNI.
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