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I returned today from a business trip to Argentina.  My flight down there on April 16 happened to 

coincide with Argentina President Kristina Kirschner’s announcement of her decision to nationalize the 

Repsol- owned Argentine subsidiary, YPF, an oil producer.  The last and 8th day of the trip was spent with 

McEwen Mining Chairman and CEO Rob McEwen,  the founder and former CEO of Goldcorp, at his 

company’s silver/gold mine, part of a joint venture in the northwest section of Santa Cruz province. 

Beyond the YPF debate (I later comment on YPF): 

What possessed me to depart for Argentina for business instead of pleasure?   I did not take my fly rod 

(wonderful trout and sea run brown angling in southern Argentina) or my shotgun (duck and dove 

shooting is world class in central and northern Argentina—particularly in the province of Cordoba).  My 

trip was driven by a desire to extract facts, meet with geologists, mining engineers, managers and 

corporate executives.  Within the Santa Cruz province in the Patagonia region, there is a 60,000 square-

kilometer area called the Deseado Massif.  To geologists with a sense of history, this region is analogous 

to the virgin opportunities seen in Nevada in the mid-1800s.  In fact, the region today is under-explored, 

with only a handful of companies representing the vast majority of land holdings. 

It’s a desert-like, arid climate consisting of no trees, very few people, and very little topical water. 

However, there’s a robust transportation and electricity infrastructure in place.  In some sense, this is a 
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mining paradise.  The area is host to several mines including the Cerro Vanguardia owned by AngloGold 

Ashanti Ltd., as well as the Mina Martha mine owned by Coeur D’Alene Mines.   There are a few other 

large mines in the region, but I was there seeking opportunities in companies operating at every stage of 

the mining life: exploring, developing, and producing.   

What is interesting and exciting about this region is that there was very little exploration there until the 

1990s.  The first mine was commissioned by AngloGold Ashanti in 1998, but it was not until about five 

years ago that the region began witnessing a rapid expansion of mining activity.  In fact, the next major 

claim to an operation after AngloGold’s came in 2008. 

I visited exploration, development, and production stage mines and met with everyone from the CEOs 

to those responsible for cutting the rock core that is extracted from the drilling activities.  We spoke to 

CFOs about expatriating cash flow from Argentina as well as importing capital back into the country.  We 

discussed both the geological opportunities and the political frustrations and challenges.   

While the path of least resistance is to ignore Argentina and allocate capital elsewhere, I believe there 

are opportunities to extract attractive returns on capital invested in the country assuming that investors 

can stomach the volatility and size their positions there to reflect the political risk that is present in the 

country. 

Nationalization of YPF: 

As I landed in Buenos Aires, I wanted to determine whether the headlines were indeed correct that 

Argentina’s nationalization of YPF was a first of many actions the government could take to confiscate 

assets at below-market valuations. If true, that would mean Argentina is a country to avoid from an 

investment perspective.    

YPF explores, produces, and refines oil in Argentina.  The history of YPF in Argentina is a long and 

complex tale.  After communicating with dozens of people here in country that are involved in the 

natural resources industry, there are a few important thoughts to consider when attempting to analyze 

the nationalization of YPF and the possibility of future nationalizations within the natural resources 

sector: 

 YPF was once owned by Argentina and privatized in the 1990s until the recent 

announcement of nationalization.  YPF is therefore viewed by the people of Argentina 

its political establishment as very much Argentine.  In fact, the president of Argentina 

released a commercial here on national television presenting the history and identity of 

Argentina as firmly entwined with the history of YPF.  President Peron, the Argentine 

flag, a crowd of cheering children waving flags, and a YPF gas station were all 

choreographed together in this commercial.  The propaganda surrounding YPF was 

obvious.  

 

 While fiscal and monetary policy is far from predictable in Argentina, the YPF 

privatization in the 1990s was predicated on an agreement that YPF would aggressively 
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make capital investments to explore, refine, and produce oil and gas resources.  In 

reality, Repsol-owned YPF did not meet the expectations of the Argentine government 

within the agreement and it was not until this past week that the president of the 

country actually acted upon the rules of that agreement.  And so, the YPF issue is one 

that is quite unique.  With that said, the Argentine government is clearly concerned with 

the balance of trade challenges the country faces and believes that a more aggressive 

energy program will provide the country with additional production and less demand to 

import energy.   

While some of the government’s concerns leading up to their decision to nationalize YPF 

are warranted, I fear that their actions have sent a message to foreign investors that 

could deter them from injecting further capital investment into the nation.   

 

 The president of Argentina is from one of the most active mining districts in Argentina 

and has consistently supported mining in the country.  Santa Cruz province is one of the 

most mining-friendly jurisdictions in the country, and it was the epicenter of my travels 

this past week.      

 

 While natural resource stocks with core assets in Argentina dropped significantly 

following the YPF announcement, I believe that the uniform and precipitous drop in 

prices do not reflect the economic and political reality in the country.  Is the country 

corrupt?  Absolutely.  However, virtually all governments around the world attempt to 

share in the increasing profits from the production of natural resources (like oil and gas 

and metals and mining production) in some form. Argentina is no exception to this, and 

like most places in Latin America and elsewhere in the developing world, there is an 

understandable sensitivity there on the part of the populace towards foreign 

exploitation of their resources.  In that context, I still view Argentina as a relatively 

attractive place for resource development and investment, particularly in light of the 

underlying opportunity that exists there for mining operations to thrive and benefit 

both investors and the local labor market. I see no compelling evidence that its latest 

actions are the beginning of a nationalization trend for the Argentine government in the 

mining industry. This looks more like an aberration based on a special situation that can 

only be understood through a nuanced understanding of that country and its history. 

 

 While we enter emerging markets as well as frontier markets such as Argentina with 

caution, I do not believe that the nationalization of YPF should prevent the patient 

investor from allocating a portion of capital to this market.  In fact, I view the market 

reaction to the YPF nationalization as overdone and believe that some investors ought 

to consider some capital allocation to companies there that are trading a market values 

representing a substantial discount to their intrinsic value—particularly following the 

YPF-led selloff over the last week.   
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Please respond with thoughts and questions. 
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